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"  Hi  IN    t^t  CSCCZCI  ? 


Spelling  our  name  in  over  11,000 
of  our  packaging  products 
isn't  the  only  way  we've  made 
a  big  name  for  ourselves. 

St.  Regis  is  one  of  the  most  diversified  forest 
products  companies  in  America.  We  manufacture  B| 
pulp,  paper,  paperboard,  packaging  and  lumber 
and  construction  products.  And  own  or  control 
approximately  6  million  acres  of  timberlands  in 
North  America,  as  well  as  having  significant 
interests  in  oil  and  gas  deposits.  Our  sales  are 
over  $2  billion  a  year. 

International  in  scope,  St.  Regis  operates  151 
facilities  in  10  countries,  of  which  115  are  in  the 
United  States,  and  has  investments  in  affiliates 
that  operate  75  additional  plants  in  27  countries. 
So,  as  you  can  see,  we're  big  in  the  two  ways  that 
count  for  a  forest-based  company:  Serving  Man 
and  Nature. 
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"Capitalist" 
Manifesto. 

"You  cannot  bring  about  prosperity 
by  discouraging  thrift. 

"You  cannot  strengthen  the  weak  by 
weakening  the  strong. 

"You  cannot  help  the  wage  earner 
by  pulling  down  the  wage  payer. 

"You  cannot  further  the  brotherhood 
of  man  by  encouraging  class  hatred. 

"You  cannot  help  the  poor  by 
destroying  the  rich. 

"You  cannot  establish  sound 
security  by  spending  more  than 
you  earn. 

"You  cannot  build  character  and 
courage  by  taking  away  mans  initiative 
and  independence. 

"You  cannot  help  men  permanently 
by  doing  for  them  what  they  could  and 
should  do  for  themselves!' 

While  the  origin  of  these  precepts 
is  controversial  as  to  author  and  date, 
there's  never  been  a  time  in  our  history 
when  these  ideals  didn't  pay  off. 
And  as  our  lives  grow  more  complex, 
harkening  back  to  such  principles  is  still 
our  best  hope  for  the  future. 
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The  Wiedemann  Division's  computer  con- 
trolled W-2040  turret  punch  press  is  a 
versatile,  low-cost  model  that  has  gained 
wide  acceptance  in  small  metal  fabricating 
shops. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

©  1979  THE  WARMER  &  SWASEY  COMPANY       Executive  Offices  11000  Cedar  Avenue,  Cleveland,  Ohio  44106 


Test  drive  a  computer?  Com< 


Customers  of  the  IBM  Data  Processing  Divi- 
sion can  "test  drive"  their  new  IBM  communica- 
tions system  while  ifs  still  in  the  planning  stage. 
At  the  IBM  Communications  Marketing  Support 
Center  in  Raleigh,  North  Carolina,  a  powerful 
simulation  tool  can  show  how  each  element  in  a 
proposed  new  system  contributes  to  response 
time  down  to  the  millisecond,  or  can  predict  total 
system  capacity  far  into  the  future. 

Customers  who  visit  Raleigh  typically  spend  a 


week  examining  everything  from  changes  in  appli- 
cation subsystems  and  terminals  to  full-scale 
distributed  processing  networks.  They  work  with 
our  staff  to  evaluate  proposed  design  changes 
and  assess  the  cost  trade-offs  associated  with 
network  alternatives.  And  they  leave  with  detailed 
projections  on  which  to  base  an  objective  decision. 
Since  a  major  communications  system  can 
affect  a  business  for  years  to  come,  we  believe  ifs 
important  to  know  in  advance  what  to  expect. 


d  our  Raleigh  proving  grounds 


Our  center  in  Raleigh  -  one  of  many  that  pro- 
vides education,  industry  and  system  support  - 
shows  once  again  what  you  can  expect  when  you 
invest  in  an  IBM  system.  You  get  not  only  the 
latest  IBM  technological  advances  in  hardware, 
you  also  benefit  from  our  extensive  software  offer- 


ings and  service  wherever  you  are. 

One  customer  called  his  test  drive  the  best  and 
most  useful  performance  evaluation  tool  he'd 
ever  seen.  We  see  it  as  another  way  to  help  you 
make  better  use  of  information,  which  in  the  final 
analysis  is  why  we're  in  business  in  the  first  place. 


The  way  we  put  it  all  together  is  what  sets  us  apart.  ^  ===  s  ~  e  , 

Data  Processing  Division 
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Just  to  look  at  Forbes'  First  Annual  Re- 
port on  American  Industry  dated  Jan.  1, 
1949,  and  then  to  compare  it  with  the 
32nd  Annual  Report  that  you  hold  in 
your  hand,  is  to  shake  one's  confidence 
in  the  uses  of  history.  What  we  mean  is 
that  so  great  is  the  gap  between  the  two 
issues — separated  as  they  are  by  nearly 
one-third  of  a  century — that  any  connec- 
tion between  them  seems  incomprehen- 
sible. Of  the  80  total  pages  in  that  first 
Report,  just  39  were  used  to  survey  the 
seven  industries  covered — automotive, 
utilities,  petroleum,  railroads,  chemicals, 
radio-television  and  metals  (though  cov- 
erage of  three  more  industries  was  prom- 
ised in  later  issues). 

By  contrast,  the  current  Report  uses  74 
of  its  total  276  pages  to  discuss  the  status 
and  prospects  of  31  industries,  plus  20 
pages  more  for  a  company  index,  a  major 
lead  story  and  an  explanation  of  the  sta- 
tistical Yardsticks  used  to  measure  each 
industry.  It's  a  different  world,  obviously, 
and  almost  infinitely  more  complex. 

Mention  of  the  Yardsticks,  by  the  way, 
points  up  the  most  striking  difference 
between  that  first  Report  and  the  current 
one:  The  first  Report  had  no  figures 
whatever,  save  those  appearing  inciden- 
tally in  the  text — the  judgments  ex- 
pressed were  highly  subjective.  The  cur- 
rent Report  has,  in  addition  to  detailed 
Yardstick  tables  accompanying  each  in- 
dustry story,  no  fewer  than  38  pages  of 
tables  laying  out  the  profitability,  growth 
and  stock  market  performance  of  the 
1,035  companies  covered  in  the  issue. 

But  in  one  respect  we  would  like  to 
proclaim  our  kinship  with  those  earlier 


editors.  That  first  Report  of  32  years  age 
carried  a  modest  note  on  its  contents 
page  reading  in  part  as  follows: 

"Beginning  on  page  19  of  this  issue  is  2 
full-scale  report  on  seven  major  Ameri 
can  industries.  .  .  .  Far  from  being  mere 
year-end  reviews,  every  one  of  these  arti 
cles  is  instead  a  detailed  analysis  of  the 
present  status  and  future  prospects  o] 
each  of  these  industries,  as  well  as  ol 
specific  companies.  Each  article  is  the 
product  of  months  of  research  and  inter 
views  with  industry  executives  and  fi 
nancial  authorities.  .  .  .  The  net  result  is 
a  fund  of  invaluable  data  on  what  make? 
these  seven  key  industries  tick,  as  wel 
as  on  their  physical  and  financial  pros 
pects  for  the  months  ahead." 

That  we  will  gladly  go  along  with.  We 
at  Forbes  still  aren't  interested  in  year 
end  reviews,  and  we  are  concerned  witr 
the  past  and  even  the  present  only  to  the 
extent  that  they  illuminate  some  possi 
ble  future.  That's  what  our  Yardsticks 
attempt  to  do:  through  analyzing  a  com 
pany's  financial  performance  to  measure 
its  management  skills  and  thus  throw 
some  light  on  how  the  company  ought  tc 
be  able  to  perform  in  the  future. 

One  thing  we  are  sparing  our  reader 
There  is  not  in  this  issue,  nor  will  there 
be  in  future  issues,  a  yawn-inducing  ret 
rospective  look  back  on  the  "Sombe 
Seventies"  or  an  equally  sleep-inducinj 
crystal-ball  look  into  the  Eighties.  We 
have  just  moved  from  one  decade  intc 
another.  So  be  it.  We  note  the  fact  but  dc 
not  dwell  on  it.  Our  business  is  corporate 
reality,  not  journalistic  hyperbole. 
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As  the  world  turns 
more  and  more  to  electronic 
information  processing, 
it  turns  more  and  more 

to  MAI. 


Over  the  past  six  years,  MAI's  distribution  capa- 
bility in  major  international  markets  has  increased 
at  an  outstanding  rate. 

Today,  through  an  extensive  network  of  direct 
sales  offices  supplemented  by  independent  distribu- 
tors, our  Basic  Four®  business  computers  are  sold 
and  serviced  in  over  30  countries  worldwide. 

Partly  because  of  the  strong  growth  of  our  inter- 
national operations,  MAI's  performance  for  fiscal 
1979  reached  record-breaking  levels  for  the  sixth 
consecutive  year.  Revenue  and  income  were  at  all- 
time  highs. 


Our  revenue  growth  reflects  not  only  the  world- 
wide acceptance  of  our  products  in  expanding  mar- 
kets, but  also  our  technological,  financial  and  man- 
agement capabilities. 

These  capabilities  have  brought  us  well  on  the 
way  to  achieving  our  goal  of  providing  businesses 
all  over  the  world  with  a  broad  range  of  essential 
products  and  services  for  the  emerging  electronic 
office  of  the  future. 

To  learn  more  about  MAI,  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.  300  East 
44th  Street,  New  York  NY  1 001 7. 


1974 


1975 


1976 


1977 


1978 


1979 


It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


Trends 


Edited  By  John  A.  Conway 


The  dollar  and  the  sheikhs 

The  signals  from  the  Middle  East  about 
what  the  oil  producers  think  of  the  dollar 
are  being  misread,  according  to  Clifton 
C.  Garvin  Jr.,  the  Exxon  chairman  and 
CEO.  "Most  of  the  OPEC  countries,"  he 
says,  "are  not  talking  about  what  the 
Iranians  are  talking  about.  The  Iranians 
are  saying,  'Hey,  we  don't  want  to  be 
paid  in  dollars.'  What  the  OPEC  boys  are 
talking  about  is,  'We  want  the  value  of  oil 
to  be  set  by  a  basket  of  currencies,  not  by 
the  dollar.  But  we  want  to  be  paid  in 
dollars.'  "  Garvin  sees  a  very  practical 
reason  for  that  view:  "If  you  start  talking 
about  much  of  the  oil  being  paid  for  in 
anything  but  dollars,  I  don't  know  any 
currencies  that  can  handle  it."  The 
sheikhs,  Garvin  says,  are  really  telling 
their  customers:  "We  don't  like  what's 
happening  to  the  dollar  so  let's  put  it  in  a 
basket  where  it's  only  a  percentage  and 
let's  make  the  value  of  oil  relate  to  that 
basket.  But  you  companies  who  pay  us, 
you  pay  us  in  dollars." 


The  graying  of  America 

A  case  is  building  for  the  argument  that 
sooner  or  later  the  Social  Security  retire- 
ment age  will  have  to  be  raised.  A  study 
by  Barbara  Torrey,  deputy  director  of  the 
President's  Commission  on  Pension 
Policy,  says  that  unless  something  is 
done  there  could  be  only  two  Americans 
of  working  age  for  every  one  reaching 
retirement  years  by  2035.  Once  the 
baby-boom  children  start  reaching  retire- 
ment in  the  2000s,  she  says,  "the  eco- 
nomic demands  the  retired  generation 
will  make  on  the  working  generation 
will  be  enormous."  She  also  quarrels 
with  demographers  who  look  for  a  boom 
in  births  to  cushion  the  effects  of  an 
aging  population.  The  U.S.  birth  rate  will 
probably  stay  at  1.7,  she  thinks,  meaning 
that  child-bearing  couples  will  not  even 
replace  themselves.  The  most  likely 
change  seems  to  be  a  rise  in  the  early 
retirement  limit  from  62  to  65  and  full 
retirement,  with  full  Social  Security 
benefits,  from  65  to  68.  Juanita  Kreps, 
President  Carter's  former  Commerce 
Secretary,  has  proposed  lifting  the  bene- 
fit age  by  two  months  a  year  beginning 
in  2005. 


Policing  the  skies 

A  three-way  dogfight  is  under  way  in- 
volving pilots,  airlines  and  federal  avi- 
ation authorities  over  how  best  to  pre- 
vent midair  collisions.  John  O'Brien, 
head  of  engineering  and  operations  for 
the  Air  Line  Pilots  Association,  has  told 
Congress  the  pilots  want  airborne  de- 


vices in  the  cockpit  to  do  the  job,  rather 
than  the  system  espoused  by  the  Federal 
Aviation  Administration,  which  relies 
on  computer-backed  traffic  controllers 
on  the  ground.  The  FAA  wants  to  retain 
its  ground-based  system  for  "terminal 
control  areas"  (its  term  for  major  air- 
ports) and  to  use  airborne  devices  alone 
for  "en  route"  traffic  between  the  big 
hubs.  Currently,  the  FAA  is  expanding 
the  number  of  TCAs,  where  all  planes 
using  the  airspace  must  be  equipped  with 
transponders  to  provide  at  least  semiau- 
tomatic communication  with  ground 
controllers.  The  radar-beacon  transpon- 
der will  be  the  key  airborne  device  for 
collision  avoidance  because  both  air- 
liners and  a  majority  of  the  almost 
200,000  private  planes  in  use  already 
have  them.  The  FAA  is  still  wrestling 
with  the  job  of  setting  technical  stan- 
dards for  the  devices  it  wants  for  the 
1980s  because  transponders  have  be- 
come increasingly  sophisticated  with 
the  advent  of  microprocessors.  The  air- 
lines are  willing  to  go  along  with  the 
FAA  but  the  pilots  say  they  need  an 
airborne  system — now. 


Full  disclosure 

Investors  usually  concentrate  on  the 
numbers  in  annual  reports  but  a  small 
Los  Angeles  manufacturer  puts  its  most 
titillating  disclosures  elsewhere.  Joseph 
Mazin,  chairman  and  president  of  Altius 


Wilt  Chamberlain  in  action 


From  backboard  to  boardroom. 


Corp.,  a  publicly  traded  firm  with  a  $1.1 
million  business  in  storage  cabinets  an< 
electronic  test  benches,  writes  in  thi 
company's  annual  report  that  the  "nev 
board  of  directors  is  comprised  of  promi 
nent  business  people  with  strong  finan 
cial  backgrounds."  The  stockholder  ther 
turns  to  the  last  page  of  the  report  tc 
learn  that  the  list  of  directors  include! 
none  other  than  Wilt  Chamberlain,  tht 
seven-foot-one-inch  former  star  center  o 
the  Los  Angeles  Lakers  basketball  tean 
and  George  Vlahos,  whom  it  identifies  a? 
"Croupier,  Las  Vegas  Hilton  Hotel." 


Pay  as  you  play? 

Should  corporations  pay  their  profession- 
als the  way  football  and  baseball  stars  are 
rewarded,  with  salaries  far  higher  than 
their  managers'?  Paul  Thompson,  assis- 
tant dean  at  Brigham  Young  University's 
School  of  Management  thinks  such  com- 
pensation for  scientists  and  other  profes- 
sionals would  slow  the  rush  of  these  dou- 
ble-domed experts  into  managerial  slots 
where  the  pay  is  better  but  the  contribu- 
tion to  the  company  may  be  less.  In  most 
organizations,  Thompson  says,  salaries 
are  based  on  the  number  of  persons  man- 
aged, not  on  individual  skills  and  accom- 
plishment. As  examples  of  how  his  idea 
could  work,  he  cites  Bell  Laboratories, 
where  scientists  get  much  more  than 
their  managers,  and  another  firm  with 
1,300  research  employees  that  allows 
some  of  them  to  do  paid  consultant  work 
for  other  units  within  the  company.  His 
scheme  probably  wouldn't  work  on  an 
assembly  line,  Thompson  says,  but  he 
thinks  it  ctiuld  succeed,  say,  with  hospi- 
tal nurses.  The  upside-down  salary  idea 
evolved  after  Thompson  and  two  others, 
Gene  Dalton  of  Brigham  Young  and  Ray- 
mond Price  of  Stanford  University,  inter- 
viewed 500  scientists,  engineers,  ac- 
countants and  professors. 


Guides  for  the  guideliners 

The  ground  rules  imposed  by  the  Carter 
White  House  and  Congress  on  John  Dun- 
lop,  the  rough-tongued  labor  mediator 
and  Harvard  professor  who  runs  the  18- 
member  Pay  Advisory  Committee,  are 
not  helping  the  group  produce  the  wage 
guidelines  the  President  says  he  wants 
for  1980.  First  and  most  important  was 
the  concordat  between  the  White  House 
and  labor  which  in  effect  told  the  unions 
they  could  get  pretty  much  what  they 
wanted.  Another  law  forces  Dunlop  to 
hold  all  his  meetings  in  public,  thus  rul- 
ing out  the  freewheeling  horsetrading  la- 
bor negotiators  are  used  to.  Instead,  they 
have  to  huddle  in  comers  for  confidential 
exchanges.  Dunlop  particularly  dislikes 
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Relocating  or  expanding  a  business  is  a 
time-consuming,  complicated  process,  but . . . 


u  When  it's  done 
by  professionals 

it's  done  right? 


The  Philadelphia  Industrial  Develop- 
ment Corporation  is  one  of  the  oldest 
economic  development  agencies  in 
the  country — and  the  best. 
For  over  20  years  we  have  been  help- 
ing companies  like  yours  with  every- 
thing from  low-cost,  long-term 
financing  packages  to  the  issuing 
of  permits  and  licenses. 
We  have  the  broadest  possible  spec- 
trum of  programs  to  fit  any  individual 
project  need,  and  a  remarkable  range 
of  on-staff  expertise  in  law,  real 
estate,  marketing,  etc. 
Perhaps  most  importantly,  our  close 
working  relationship  with  government 
agencies  and  local  lending  institutions 
slices  through  red  tape  .  .  .  and  gets 
things  done . 


Relocation  or  expansion  can  be  a  con- 
fusing, even  a  costly  process.  PIDC 
is  here  to  help  you — every  step  of  the 
way.  Call  or  write  today. 


42E3>lr 


i 


Yes,  I'd  like  to  learn  more  about  how  PIDC 
can  help  my  business. 

NAME:   


FB-1-7 


TITLE: 


COMPANY: 


ADDRESS: 


CITY: 


ZIP: 


.STATE: 


MAIL  TO: 

Walter  D'Alessio,  Executive  Vice  President 
PHILADELPHIA  INDUSTRIAL  DEVELOPMENT 
CORPORATION 

Suite  1705,  One  East  Penn  Square 
Philadelphia,  Pa.  19107 
(215)  568-4448 


IP 


Report  from  GTE. 


GTE  is  first.. 

over  optical 


network  TV 
fiber  cable. 


TAMPA,  Nov.  18— Tampa  Bay  Buccaneers  vs. 
New  York  Giants,  and  a  big  first  for  GTE.  We 
carried  the  game  from  the  stadium  to  our  down- 
town Tampa  phone  building  (and  on  to  the  TV 
network)  over  an  installation  of  hair-thin  optical 
fibers.  It's  the  first  time  this  has  been  done 
commercially  in  the  United  States. 

We've  been  leaders  for  years. 

This  is  our  ninth  fiber  optics  installation,  and 
the  country's  only  one  with  a  TV  link. 

The  first  optical  system  of  any  kind  to  be  put 
in  regular,  permanent  phone  service  is  almost 
three  years  old  and  still  going  strong,  between 
two  General  Telephone  offices  near  Los  Angeles. 

Others  are  at  work  in  Brussels,  Fort  Wayne, 
Vancouver,  Honolulu  as  well  as  in  other  U.S. 
cities. 

Another  GTE  system,  a  test  of  fiber  optics' 
ability  to  carry  vast  quantities  of  data,  served 
nearly  a  year  in  Hawaii. 

Why  fiber  optics? 

Optical-fiber  cable  can  carry  thousands  of 
times  as  much  information  as  copper  cable  the 
same  size.  We  are  working  with  optical  systems 
because  this  great  capability  promises  to  be 
an  effective  way  to  help  cope  with  skyrocketing 
phone  traffic  in  the  80s  and  beyond. 


Fiber  optics,  and  then  some. 

Communications  by  fiber  optics  is  an  exciting 
field  for  us.  But  it  isn't  the  only  one.  We're  also 
enthusiastic  about  our  activities  in  advanced 
areas  of  electronics,  data  communications  and 
precision  materials,  as  well  as  Sylvania  lighting 
and  home  entertainment. 

GTE  is  telecommunications.  And  a  great 
deal  more. 


SB 


One  Stamford  Forum,  Stamford,  Connecticut  06904 


The  first  U.S.  network  TV  broadcast  ...  via  GTE.  We  transmitted  the 
signal  from  Tampa  Stadium  to  downtown  Tampa,  for  rebroadcast  to  the 
TV  network.  The  signal  traveled  over  hair-thin  optical  fibers,  the  first  such 
installation  of  its  kind  in  this  country. 


TV  coverage  and  he  hasn't  much  use  for 
print  media  either.  One  reporter,  for  ex- 
ample, asked  for  a  written  copy  of  a 
guideline  proposal  approved  without  a 
public  reading.  Dunlop's  answer  was 
"You  can  all  go  to  hell!"  The  pay  board 
meetings  so  far  have  resulted  in  little 
more  than  additional  loopholes  in  the 
rules  and  there  is  a  growing  feeling  that 
employers  and  unions  will  simply  go 
their  own  way  without  guidance  from 
Dunlop  or  anyone  else  in  Washington. 


Seapower 

Possibly  by  the  mid-Eighties,  electricity 
could  be  coming  out  of  the  Gulf  Stream. 
Stanley  Baron,  executive  director  of  Hy- 
dro-Energy Associates  of  Pennsauken, 
N.J.,  and  his  backers  have  already  sunk 
$750,000  into  the  idea.  Last  year  Hydro- 
Energy  got  a  $250,000  grant  from  the 
Department  of  Energy  to  refine  a  five- 
foot  model  underwater  turbine  designed 
by  Tulane  University's  William  Mouton 
and  developed  by  David  Thompson.  In 
fiscal  1980  DOE  will  ante  up  another 
$800,000  to  design  a  35-foot  model, 
which  would  cost  $5  million  for  a  ship- 
yard to  build  and  could  go  into  operation 
off  the  Florida  coast  in  late  1981,  the  first 
generator  of  its  kind  in  the  U.S.  Con- 
struction of  a  full-size  turbine,  Baron 
says,  would  cost  about  $75  million  (in- 


cluding cables  to  bring  the  electricity  to 
land)  and  turn  out  83  megawatts,  enough 
to  light  at  least  a  third  of  Miami  Beach. 
The  capital  costs,  he  figures,  would  be 
about  $1,000  per  kilowatt.  A  coal-fired 
plant  would  cost  the  same  and  a  nuclear 
setup  $1,300  per  kw — but  these  would 
also  entail  continuing  fuel  costs.  Will 
Washington  pay  that  $75  million  bill? 
"The  U.S.  may  approve  a  $25  million 
grant  to  explore  putting  up  a  satellite 
solar  collector,  and  that  is  not  a  sure 
thing.  This  is,"  Baron  says.  Others  be- 
sides Uncle  Sam  might  benefit.  Baron 
says  General  Electric  and  the  Japanese 
could  use  it,  the  latter  in  their  own  Kuro- 
shio  Current  in  the  Pacific. 


Salute  to  Texas 

When  Carter  Hawley  Hale,  the  big  de- 
partment store  chain,  announced  it  was 
closing  its  Bergdorf-Goodman  branch  in 
New  York's  Westchester  County  and  re- 
placing it  with  one  of  its  Neiman-Marcus 
stores,  the  official  explanation  was  that 
Neiman's  casual  and  sportswear  lines 
would  do  better  in  suburbia  than  Berg- 
dorf 's  high-fashion,  high-ticket  originals. 
The  local  official  who  explained  things  to 
the  Bergdorf  staff  in  White  Plains  put  it 
more  bluntly.  Bergdorf 's,  this  worthy 
said,  was  oriented  to  New  York  City's 
supersophisticated  Fifth  Avenue  shop- 


Trends 


pers.  Forget  that  Neiman's  is  famous  fc 
items  like  his-and-her  airplanes  an) 
$100,000  sable  coats,  the  Westcheste 
spokesman  said.  The  real  advantage  c 
the  name  change  is  that  Neiman's  imag 
is,  well,  "hickier." 


Meet  me  at  the  fair 

Although  the  federal  government  has  cu 
its  direct  support  of  U.S.  business  partici 
pation  at  foreign  trade  fairs  from  $9. 
million  for  630  events  in  fiscal  1979  t 
$7.6  million  for  478  in  fiscal  1980,  bus: 
ness  itself  seems  more  willing  to  spen 
for  them.  Firms  participating  in  goverr 
ment-sponsored  events  last  year  ante 
up  only  35%  of  the  total  costs;  this  yea 
they  will  spend  about  41%.  More  firm 
are  also  going  to  fairs  on  their  own.  Cc 
logne's  Lord  Mayor,  fohn  van  Ne 
Ziegler,  says  that  about  400  America: 
companies,  20%  more  than  two  year 
ago,  have  signed  up  for  17  special  trad 
fairs  scheduled  in  his  city  for  198C 
among  them  the  World's  Fair  of  Photoj 
raphy,  the  International  Sporting  Good 
Fair  and  the  International  Sweets  &  Bis 
cuits  Fair. 


HOW  A  WESTERN  MANAGER  CAN  MAXIMIZE 
YOUR  DIMINISHING  PERSONNEL  DOLLARS. 


By  assessing  your  exact  requirements. 

For  example,  a  large  project  seemed 
to  need  12  temporary  typists.  But  after 
a  Western  manager's  careful  analysis, 
two  typists,  two  adding  machine  opera- 
tors, and  eight  lesser- skilled  clerks  bet- 
ter "filled  the  bill."  And  our  customer 
saved  money. 

By  tailoring  our  service  to  your  needs. 

Our  managers  are  used  to  handling 
unique  temporary  help  requests. 
Western  provided  a  country  club  with 
a  clerk  to  prepare  statements  just  half 
a  day  each  month.  And  when  a  bank 
acquired  an  important  new  account, 


we  staffed  an  entire  night  shift  with 
long-term  temporaries  to  process  that 
account's  customer  payments. 
By  applying  that  special  "sixth  sense." 

Though  we  have  some  of  the  best 
tests  in  the  industry,  they  are  only  pre- 
liminary tools.  It  takes  that  "sixth 
sense"  to  assess  a  temporary's  attitude 
and  ability  to  fit  into  your  work  environ- 
ment. Experience  is  the  key. . .  and  over 
a  third  of  Western's  managers  have 
been  with  us  more  than  five  years. 
Check  our  references. 

Before  putting  Western  to  work  as 
your  second  personnel  department,  call 
our  local  office  (we're  in  the  white  pages) 
for  a  list  of  regular  customers.  Let  them 
tell  you  how  Western  managers  helped 
stretch  their  personnel  dollars. 


Western 

TEMPORARY  SERVICES,  INC 

Corporate  Headquarters 

101  Howard  Street 
San  Francisco.  Ca.  94105 
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The  Norelco  NT-1  Executive  Notetaker. 

The  8.2oz. 
Heavyweight 


Meet  the  top  of  the  line  in  executive  portable 
dictating  machines:  the  Norelco  NT-1.  It's  the 
slimmest  and  lightest  of  the  famous  Norelco 
pocket-size  portables.  Weighs  in  at  just  8.2  oz. 
Yet  it's  a  real  "heavyweight"  at  handling  an 
executive  workload.  Compatible  with  all 
Norelco  transcribers. 

You  can  record  telephone  conversations 
and  conferences.  And  its  exclusive  noise 


screen  feature  means  you  can 
dictate  with  perfect  clarity  even  in 
high-noise  areas.  So,  no  matter 
where  you  are,  you're  in  command  of  your 
paperwork.  Seeing  is  believing. 

Call  Toil-Free  800-645-7290 

In  N.Y.  State  800-632-7522 


fvorelt 


r0f6/C0  Dictation  Systems 

where  the  bright  new  ideas  in  dictation  come  from 

175  Froehlich  Farm  Blvd.  •  Woodbury,  N.Y  11797 

©  1979.  Philips  Business  Systems.  Inc. 


r 
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CO  Dictation  Systems 

175  Froehlich  Farm  Blvd.  •  Woodbury.  N.Y  11797 

Send  me  complete  information  on  the  Norelco  UltraSlim 


Name. 


_Phone_ 


Organization. 
Address  


City/State_ 

|  F-180-NT-I 


-Zip_ 


Executives/Professionals 
BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800  525  1344  or  mail  coupon. 


W.  L.  Martin 

Dept.  1078 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


POSTAL 

EXEOJTIVt: 

FINANCIAL 


W  Write  to: 

W.  L.  Martin 

Dept.  1078 
14201  E.  4th  Ave.,  P.O.  Box  39F 
Denver,  CO  80239 
Sendcompiete  information  and  a  loan  application 

Name  

Address  

City, 


1 

I 
I 


-State. 


-Zip. 


affiliate  of  The  St  Paul  Compantes,  Inc 


848 


Leadership  in 


Young  Radiator  Company  has 
built  an  enviable  record  for  more 
than  50  years  of  supplying 
America's  leading  firms  with 
quality  Heat  Transfer  Equip- 
me  nt.  And  we'  re  ready  to  accept 
new  challenges.  Ask  about  our 
three  modern  plants  .  .  .  our 
engineering  service.  Write  or 
call  (414)639-1010. 

Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 


mm* 

OK  COMPANY  MBBSP 


RADIATOR  I 

2825  Four  Mile  Road 
Racine,  Wisconsin  53404 


Follow^rough 


The  ten-year  syndrome 

Ten  years  ago  Forbes  was  looking  back 
solemnly  at  the  "Soaring  Sixties"  as 
"one  of  the  most  perplexing  and  yet  dy- 
namic periods  in  recent  American  histo- 
ry." Were  the  Seventies  any  different? 

In  1970  Richard  Nixon  was  beginning 
his  second  year  in  the  Oval  Office  with 
not  a  hint  of  the  disasters,  personal  and 
presidential,  that  awaited  him.  His 
White  House  brain  trusters  were  wres- 
tling with  inflation,  Forbes  noted  (Jan.  1, 
1970),  in  contrast  to  the  recession  John 
F.  Kennedy  had  to  contend  with  when 
the  Sixties  were  supposedly  getting  ready 
to  soar.  Jimmy  Carter  moves  into  the 
Eighties  with  both  problems  on  his  desk. 
Inflation  is  a  fact  of  life,  and  even  a 
dedicated  optimist  like  General  Motors 
Chairman  Thomas  A.  Murphy  has  start- 
ed to  talk  of  "more  than  the  usual 
amount  of  risk"  for  1980. 

Kennedy's  goal  was  a  recession-free 
economy.  The  combination  of  what 
Forbes  called  "too  much  prosperity"  and 
the  escalation  of  the  Vietnam  War  under 
Lyndon  Johnson's  guns-and-butter  strat- 
egy made  inflation  Nixon's  major  con- 
cern. His  answer  was  tight  money,-  inter- 
est rates  were  hiked  to  what  was  then  an 
unbelievable  6%  for  the  Federal  Re- 
serve's discount  rate  and  8V2%  for  the 
big  banks'  prime  rate. 

Today  Carter  has  Iran  to  fuel  demands 
for  ever  more  defense  spending  and  the 
really  unbelievable  oil  prices  forced  on 
the  world  by  OPEC  to  feed  the  inflation 
fires.  The  Fed's  answer  for  the  opening  of 
the  Eighties  has  been  a  discount  rate  of 
12%  (resulting  in  prime  rates  of  15%). 

Obsession  with  the  long  view  is  not 
just  an  American  phenomenon.  As  1969 
ended,  for  instance,  Japan  had  managed 
to  expand  its  computer  manufacturing 
capacity  until  72%  of  the  country's  4,900 
denshikeisanki  (literally  "electronic  calcu- 
lators") were  domestic  products  and  its 
manufacturers  were  talking  confidently 
of  catching  up  with  the  U.S.  by  1980. 
The  Japanese  also  boasted  that  they 
would  close  the  gap  in  software  within  a 
year.  The  first  part  of  that  forecast  has 
come  true.  In  1969,  90%  of  the  comput- 
ers in  the  free  world  were  American; 
now  Japan  and  the  U.S.  are  running 
about  even  in  the  world  market  for  hard- 
ware. (A  big  part  of  Japan's  production, 
however,  was  and  is  the  output  of  IBM 
Japan,  a  U.S. -owned  company.) 

The  software  prediction  has  not 
worked  out,  and  the  best  guess  is  that 
Japan's  computer-programming  industry 
is  probably  still  five  years  behind  the 
U.S.  One  reason  is  the  complications 
imposed  by  the  Japanese  language.  An- 
other is  that,  traditionally,  Japanese  busi- 
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Cut  your  company's 

long-distance 
phone  bill  up  to  40%. 


When  you  make  a  long-distance 
call  with  Ma,  your  message,  of  course, 
goes  a  long  way.  The  problem  is  that 
your  money  doesn't. 

Six  years  ago  we  created  a 
satellite  communications  service  that 
lets  your  money  go  as  far  as  your 
message.  Now  hundreds  of  America's 
smallest  and  biggesLcompanies  are 
saving  from  hundreds  to  thousands 
on  their  phone  bills  every  month. 

You  can  join  them. 

If  your  company  spends  just  45 
minutes  a  day  transmitting  voice,  data 
and  facsimile  between  two  of  our 
served  cities,  we  could  cut  your  long- 
distance phone  bill  40  percent. 

There's  no  capital  investment. 
No  change  in  equipment.  And  no 
sacrifice  in  reliability  and  quality.  Just 
a  lot  of  savings.  And  a  lot  of  service. 


If  high  long-distance  phone  bills 
ring  a  familiar  bell,  call  Walt  Pioli:  (201) 
885-4408  for  detailed  information. 
RCA  Amerjcom.  201  Centennial  Ave., 
Piscataway,  NJ  08854 
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nessmen  who  bought  computers  got  the 
software  for  nothing,  and  the  process  of 
"unbundling"  programming  as  a  separate 
cost  is  just  getting  under  way. 

Another  turn-of-the-decade  headline 
demonstrates  the  flaws  in  any  crystal 
ball.  FoRBKs(/<m  15,  1970)  led  off  a  story 
on  W.T.  Grant  Co.  with  the  statement 
that  "Grant  doesn't  fit  into  any  of  retail- 
ing's  pigeonholes  except  one:  It's  one  of 
the  best  moneymakers  in  the  business." 
Grant  closed  its  doors  in  1976. 

The  biggest  change  in  the  Seventies 
has  been  the  fate  of  the  automotive  in- 
dustry. When  the  decade  opened,  long 
before  OPEC  bared  its  teeth,  the  Los 
Angeles  Air  Pollution  Control  officer  was 
roaring  that  the  auto  industry  was  re- 
sponsible for  90%  of  the  choking  smog 
that  had  Angelenos  gasping  for  breath 
(Fokbes,  Dec.  15,  1969).  Since  then, 
Washington  has  taken  command  of  the 
automobile.  First  it  was  the  Clean  Air 
Act,  which  put  catalytic  converters  on 
Detroit's  cars.  Then  it  was  the  miles-per- 
gallon  requirements,  which  dragged  De- 
troit, brakes  screaming,  into  the  age  of 
small  cars.  The  mileage  rules,  which  got 
fresh  and  telling  impetus  from  the  OPEC 
pay-or-else  conditions  imposed  since 
1973,  have  forced  Detroit  to  concentrate 
on  the  new  small  cars  that  had  originally 
been  the  province  of  the  overseas  manu- 
facturers. The  result:  The  industry  that 
once  used  a  fifth  of  the  country's  steel, 
half  its  rubber  and  a  quarter  of  its  glass 
was  now  really  run  from  Washington. 

Gold,  as  ever,  was  news  as  the  Seven- 
ties dawned.  The  last  Forbks  issue  of 
1969  chronicled  the  stampede  that  had 
started  following  the  devaluation  of  the 
British  pound  in  1967.  As  speculators 
grew  convinced  that  the  U.S.  would  have 
to  devalue  the  dollar  and  thus  abandon 
the  decades-old  "official"  price  of  $35  an 
ounce,  buying  became  so  frenetic  that 
goldbugs  bought  as  much  as  370  tons  of 
the  metal  in  a  single  week,  more  than 
twice  the  amount  dug  during  the  entire 
Klondike  gold  rush.  After  prices  passed 
the  $43  mark  in  1969,  the  International 
Monetary  Fund  came  up  with  a  new  plan 
for  settling  international  accounts,  and 
tight  money  in  the  U.S.  pushed  interest 
rates  to  the  point  where  speculators  op- 
erating on  borrowed  money  couldn't 
break  even.  The  price  collapsed  and  spec- 
ulators lost,  at  least  on  paper,  about  $400 
million.  The  U.S.  did  devalue  the  dollar, 
of  course,  but  not  until  1971,  and  even 
then  no  one  could  have  foreseen  that 
gold  would  be  going  into  the  Eighties  at  a 
breathtaking  $450  an  ounce. 

The  French  probably  had  it  right — that 
the  more  things  change,  the  more  they 
remain  the  same. 
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At  Republic  R&D,  sophisticated  management 
of  technology  means  faster  response  to 
your  needs.  In  such  critical  areas  as  energy, 
weight,  conosion  protection,  and  productivity." 


Dr.  Steve  Matas,  Director  of  Research 
Republic  Steel  Corporation 

"At  Republic  R&D,  we're  sensitive 
to  the  pressures  you  face.  In  the  search 
for  energy  and  in  its  conservation. 
In  the  need  for  stronger  steels  with  less 
weight,  more  sophisticated  steels  that 
resist  corrosive  attack,  and  steels  that 
contribute  to  productivity. 

"We  manage  our  technology  so 
that  it  will  provide  answers,  through 
new  and  improved  products,  and 
through  the  development  of  advanced 
processes. 

"For  the  energy  market,  as  an 
example,  Republic  Research  has  de- 
veloped high  strength  casing  steels 
to  resist  the  disabling  corrosion  of 
hydrogen  sulfide  environments  found 
in  certain  oil  drilling  areas. 

"Your  need  for  weight  reduction  is 
being  answered  by  our  expanding 
family  of  high  strength  steels  with 
enhanced  strength-to-weight  ratios. 

"Through  advanced  barrier  and 
sacrificial  coating  technology,  we're  moving 
toward  flat  rolled  products  with  several 
times  the  corrosion  protection  of  standard 
galvanized  steels. 

"And  to  improve  your  productivity, 
through  increased  machining  speed  and 
extended  tool  life,  we've  developed  new  steel 
chemistries  and  applied  proprietary  pro- 
cessing to  a  variety  of  bar  products. 

"Process  development  helps  us  supply 
you  with  advanced  products.  For  example, 
to  further  improve  product  uniformity,  consis- 
tency, and  reliability,  we're  working  ahead 


on  complex  closed-loop  process  control 
systems  with  computerized  sensing  and 
measuring  devices. 

"At  Republic  Research,  we  manage 
technology  to  create  a  continuity  of  effort,  and 
a  reservoir  of  R&D  capabilities.  We  interact 
with  Republic  sales  and  operating  people  to 
keep  us  continually  aware  of  your  most 
urgent  requirements. 

"We  are  constantly  alert  to  your  concerns. 
And  speeding  the  movement  of  solutions  from 
the  laboratory  to  the  production  line  and  into 
your  hands  is  an  objective  we  are  achieving." 
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investment  opportunities  and 
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around  the  world. 

Ask  to  see  our  prospectus  and  results. 
Write  or  call  toll-free  800-343-2890. 
In  Mass.,  call  collect  (61 7)  482-3990. 

Scudder  International  Fund 
Scudder  Fund  Distributors, 
Dept.  #  8000755N01 

175  Federal  Street,  Boston,  MA  02110 
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*2  gas? 

Sir:  Being  a  salesman  on  the  road  on  a 
straight  commission  basis  with  a  meager 
expense  account,  I  want  you  to  explain 
how  I  can  pay  an  extra  $1  a  gallon  of  gas 
when  I  am  already  pressed  to  the  wall 
(Fact  and  Comment;  "$2 gasoline,"  Dec.  10, 
1979).  How  could  you  appreciate  our 
state  of  affairs  .  .  .  you  and  the  Rockefel- 
lers and  Kennedys  only  know  one  way — 
bury  the  working  man. 
— William  G.  Morrison 
Valhalla,  N.Y. 

Sir:  I  don't  have  subways,  buses,  bal- 
loons or  other  alternatives.  It  would  take 
all  day  to  walk  to  the  grocer  pulling  a 
little  red  wagonload  of  groceries,  but  I 
suppose  that's  next. 
— Wayne  O.  Foshee 
Hot  Springs,  Ark. 

Sir:  What  are  we  conserving  oil  for  any- 
way? I  say  let's  use  what  we've  got  as 
long  as  we've  got  it,  use  it  up.  The 
quicker  we  do,  the  faster  we  can  get  on  to 
some  better  form  of  energy. 
—Jack  Croft 
Portage,  Wis. 

Sir:  How  about  those  of  us  who  are  miles 
from  a  city  of  any  size?  Do  you  recall  the 
vast  distances  here  when  your  balloon 
came  down  near  here  on  your  transatlan- 
tic flight  (October  1973)?  I  have  to  travel 
130  miles  to  buy  a  man's  suit. 
— OB  Madenwald 
Hines,  Ore 

Sir:  I  am  disturbed  by  your  comment 
that  we  partially  fund  the  Social  Security 
"increases"  with  a  gasoline  tax.  I  heartily 
agree  with  the  benefits  flowing  from  a 
substantial  gas  tax  [but]  the  American 
taxpayer  should  not  be  fooled  into  paying 
for  the  System  by  indirect  taxes.  If  he 
objects  to  the  size  of  the  tax  then  he  has 
a  right  to  cut  down  on  the  support. 
— Leonard  B.  Sax 
Chicago,  III 

Sir:  The  best  suggestion  yet.  And  your 
allocation  of  the  revenue  derived  [from 
$2  gas]  is  the  correct  solution  to  our 
nation's  economic  ills. 
— Wendell  O.  Edwards 
Early sville,  Va. 

Sir:  I  agree  that  conservation  is  sorely 
needed  and  that  higher  oil  prices  will 
reduce  consumption.  However,  MSF  Jr. 
touts  a  much  better  alternative  in  the 
same  issue.  Decontrol  of  oil  prices  will 
yield  the  desired  results,  allow  the  mar- 
ketplace to  make  alternate  energy  forms 


more  price  competitive  and  allow  us  t< 
eschew  more  bureaucracy.  My  vote  goe 
to  MSF  Jr.! 
— /.  Ronald  West 
Charlotte,  N.C. 


North  is  South 

Sir:  In  your  Nov.  26  issue  you  mentior 
the  Black  Hills  of  North  Dakota  as  i 
source  of  gold.  You  are  right,  the  Home 
stake  Gold  Mine  is  in  the  Black  Hills.  You 
are  wrong,  the  Black  Hills  are  in  South 
Dakota.  As  for  gold,  you  call  it  the  Holy 
Grail  of  Greed,  and  infer  that  individuals 
who  seek  it  and  hold  it  are  greedy  To 
day's  buyer  and  holder  of  gold  is  not 
moved  by  "greed,"  but  by  a  far  strongei 
motive,  "self-preservation."  In  time  ol 
inflation  of  paper  currencies,  gold  tends 
simply  to  maintain  its  purchasing  power 
in  relation  to  all  goods  and  services. 
— Paul  C  Henshaw 
Chairman, 

Homestake  Mining  Co., 
San  Francisco,  Calif. 


The  New  England  view 

Sir:  I  take  exception  to  Jerry  Flint's  criti 
cism  (Forbes,  "Teddy  and  energy,"  Dec. 
10,  1979)  that  New  England  is  unwilling 
to  accept  oil  rigs  or  pay  fair  prices  for 
energy.  Ninety-three  percent  of  our 
members,  who  provide  more  than  2  mil- 
lion jobs  here,  support  decontrol  of  all 
petroleum  prices,  Georges  Bank  explora- 
tion, expanded  nuclear  development,  re- 
definition of  air  quality  standards  to  in- 
crease coal  use,  pipelines  to  bring  in 
more  natural  gas,  continued  aggressive 
conservation  measures,  fast  develop- 
ment of  renewables.  We  are  in  court  and 
before  the  Congress  regularly  pleading 
the  case  of  the  majority  of  New  En- 
glanders.  We  are  confident  that  Senator 
Kennedy  represents  an  opposite  point  of 
view  only  for  the  purpose  of  accelerating 
the  debate.  .  .  . 
— Eric  Swider 
President, 

Tlx  Neiv  England  Council,  Inc. 
Boston,  Mass. 

Could  it  be  Teddy's  got  a  national  election 
in  mind? — MSF 


Windmills  in  New  York 

Sir:  Re  your  comments  about  Con  Edi- 
son's position  vis-a-vis  windmills  (Oct. 
15,  1979).  We  are  actively  engaged  in  an 
effort  with  the  Bronx  Frontier  Develop- 
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Our  business 
is  electrifying  ideas. 

That's  why 
we're  ready  for  tomorrow. 


Crouse-Hinds  is  electrifying  ideas  for . 


You  may  already  know  Crouse-Hinds 
as  a  world  leader  in  electrical  equipment 
manufacturing. 

But  you  may  be  surprised  to  know  that 
with  our  ongoing  program  of  new  product 
development  and  innovation,  we've 
considerably  broadened  our  scope  of 
activities.  Today,  our  over  45,000  different 
electrical  products  uniquely  position  us  to 
play  an  especially  important  role  in  the 
expanding  field  of  energy  development  and 
in  the  efficient  utilization  of  energy.  Our 
broad  line  of  electrical  products  is  involved 
in  virtually  every  energy-related  market. 

Over  the  years  we  have  become  known 
for  quality  electrical  products  designed  pri- 
marily for  adverse  environments.  But  today, 
that's  only  one  part  of  the  Crouse-Hinds 
story.  Because  today,  Crouse-Hinds  products 
light  buildings,  parking  lots  and  tennis 
courts.  They  save  energy  and  promote 
electrical  safety  in  the  home,  the  office  and 
the  factory.  They  can  be  found  in  hospitals, 
restaurants  and  airports.  They're  inside, 
outside,  underwater  and  underground. 
They're  exciting,  innovative  electrical  products 
designed  for  today's  energy-conscious  world. 
And  we're  developing  still  more  for  tomorrow. 

Because  we  think  electrifying  ideas 
can  result  in  a  brighter  future  for  everyone. 

For  more  information  and  a  copy  of  our 
current  financial  reports,  write: 
Crouse-Hinds  Company,  P.O.  Box  4999, 
Syracuse,  N.Y.  13221. 
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NAR:  Confidence 
Based  On  Success 


North  American  Royalties — 
a  company  facing  the  future 
with  confidence. 

Confidence  in  the  natural 
wealth  of  oil  and  gas  deep 
within  our  own  continent. 

And  in  NAR's  ability  to 
explore,  discover  and  develop 
these  resources,  through 
our  Oil  and  Gas  Division. 

Confidence  in  the  long- 
range  strength  of  the 
American  industrial  economy. 

And  in  NAR's  ability  to 
produce  and  sell  products 
basic  to  that  economy, 
through  our  Wheland 
Foundry  Division. 

Confidence  based  on  an 
achievement  of  success  in 
two  important  industries. 
Success  reflected  in  the 
company's  growth. 

North  American  Royalties. 
Now  in  our  1 14th  year, 
and  looking  to  the  future 
with  confidence. 


ment  Corp.,  which  has  constructed 
windmill  to  power  its  composting  operil 
ation.  Several  years  ago,  a  group  an| 
nounced  that  they  were  installing 
windmill  on  a  rehabilitated  tenement  oil 
the  Lower  East  Side  and  would  feed  elec 
tricity  back  into  the  Con  Edison  system 
at  a  price  they  established.  They  had  no 
bothered  to  discuss  the  technical  require 
ments  with  us.  After  extensive  discus 
sion  a  special  rate  was  approved  tha 
provided  for  interchange  under  specified 
conditions.  The  group  has  never  applied 
for  the  rate  and  has  not  fed  any  electric| 
ity  back  into  the  Con  Edison  system. 
— Bernard  P.  Stengren 
Director  Public  Information, 
Consolidated  Edison  Co.  of  New  York 
New  York,  N.Y. 


Down  with  the  eggthrowers 

Sir:  You  were  generous  in  your  editoria 
comments  on  the  incident  involving  tht 
assault  upon  me  (Fact  and  Comment,  Dec 

10,  1979).  I  am  grateful  

— Edward  I.  Koch 
Mayor, 

New  York  City,  N.Y. 


Water  for  oil 

Sir:  There  is  only  one  solution  [to  tht 
coming  water  crisis]  (Forbes,  Aug.  20. 
1979).  Push  the  $200  billion  NAWAFv* 
project  to  bring  wasted  Alaskan  anc 
Canadian  water  down  to  the  U.S.  anc 
Mexico.  Perhaps  Mexico  will  trade  oil  foi 
water,  barrel  for  barrel,  some  day,  anc 
help  pay  for  it. 
— George  S.  Moore 
Former  Chairman  and  President, 
Citibank,  N.A 
New  York,  N.Y. 


Crucial  support 

Sir:  Economic  growth  and  jobs  through 
tax  rate  reduction  is  really  the  issue  foi 
1980,  and  I  am  grateful  for  your  crucial 
and  constant  support  in  this  "battle  ol 
economic  ideas"  (Nov.  26,  1979). 
—fack  Kemp 

Member,  House  of  Representatives, 
Washington,  D  C. 


Elitist  Galbraith? 

Sir:  George  Gilder  (Forbes,  Nov.  12, 
1979)  gives  John  Kenneth  Galbraith  un- 
warranted credit  for  his  Dependence  Ef- 
fect. The  classic  extension  of  this  asser- 
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For  information  and 
an  annual  report,  write 
Corporate  Communications 

North  Americ 

Chattanpoga 


Listed  on  the  American  Stock  Excha 


ngea 


tyalties,  Inc.  J 

se  37402 

:  Coast  Stock  Exchange  (Symbol:  NAR) 


The  Savin  755 


AMERICA'S 
LARGEST  CORPORATIONS 
ARE  BUYING  SAVIN'S 
SMALLEST  COPIER. 


America's  largest  corpora- 
tions didn't  get  that  way  being 
dumb. 

They  got  that  way  being 
smart  enough  to  know  that  for 
the  price  of  one  big  inefficient 
copier  they  can  have  three  or 
more  productive  Savin  755s. 

That  way,  everybody 
spends  less  time  waiting  for  the 
copier.  And  more  time  copying. 

With  each  Savin  755,  they 
even  spend  less  time  waiting 
for  the  first  copy.  It's  out  in  un- 
der 6  seconds.  With  fifteen  a 
minute  after  that. 

Another  reason  so  many 


large  companies  are  beating  a 
path  to  the  small  Savin  755  is  its 
short  paper  path.  Which  almost 
assures  them  that  not  only  will 
each  copy  come  out  fast,  so  will 
the  next  copy.  Without  jamming. 

This  smallest  of  Savin  cop- 
iers is  supported  by  the  largest 
of  America's  copier  distribution 
and  service  networks.  With  its 
over  600  locations,  Savin  has 
nearly  500  more  than  Xerox. 

At  under  $4300,  the 
smallest  Savin  copier  couldn't 
stay  the  exclusive  property  of 
America's  smallest  businesses 
for  long. 


If  you're  one  of  America 
largest  corporations,  or  plan 
to  be,  send  the  coupon  or  call 
914-769-8805. 

_  F017 

SAVIN  CORPORATION,  Valhalla,  N.Y.  10595 

•  Please  provide  additional  information  on: 
|  The  Savin  755 

|  Name/Title  

|  Firm  

|  Telephone  

|  Address  

|  City 


-State. 


_Zip_ 


SBUW 

The  revolutionary  copiers  that  ar 
winning  over  big  business. 


"  Savin  and  Savin  logotype  are  registered  trademarks  of  Savin  Corporation. 

•Xerox  is  a  registered  trademark  of  Xerox  Corporation.  ©1979  Savin  Corporation.  Valhalla,  N.Y.  10595. 


What  good  are 
hoi  leads  if  your  deliveries 
leave  them  eohl? 


One  of  the  fastest  ways  to  turn  hot 
leads  into  big  orders  is  to  promise 
fast  delivery.  One  of  the  best  ways 
to  do  that  is  by  increasing  your 
productivity. 

If  you've  been  losing  good  busi- 
ness because  of  poor  timing,  you 
can  cut  your  turnaround  time  and 
increase  your  productivity  with  a 
Bodine  assembly  machine. 

A  Bodine  assembly  machine  can 
put  together  small  parts  faster  than 
the  fastest  assembly  crew.  And 
offer  you  100%  inspection  and  veri- 
fication of  all  parts  and  their  posi- 
tion at  the  same  time. 


What's  more,  a  Bodine  machine 
never  needs  a  vacation.  It  can  be 
turned  off  when  work  is  slow.  And 
kept  running  when  it  isn't.  The  fact 
is  a  Bodine  machine  can  give  you 
the  production  capability  you  need 
to  make  delivery  promises.  And 
deliver  on  them. 

For  complete  details,  call  or 
write  our  Vice  President,  Frank 
Riley  at  The  Bodine  Corporation, 
317  Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 


Mim 


Readers  Say 


tion  is  that  the  auto  industry  created  th^ 
demand  for  big  cars.  Not  so.  Many  peopl< 
simply  like  big  cars.  The  successful  mar 
keter  is  the  one  who  through  viscera 
insight  or  formal  market  research  dis 
cerns  the  needs  and  wants  of  the  con 
sumer.  The  Dependence  Effect  is  an  eli 
tist  concept  that  simply  assumes  thai 
people  do  not  know  what  is  best  foi 
themselves.  This  same  spurious  notior 
is  the  root  cause  of  the  inexorable  spreac 
of  government  control  over  our  lives. 
— Craig  S.  Volland 
Kansas  City,  Mo. 


No-load  redemptions 

Sir:  In  "Getting  it  back"  (Dec.  10,  1979), 
you  conclude  that  "as  a  no-load-fund 
stockholder,  your  ability  to  cash  in  youi 
shares  is  circumscribed."  According  tc 
the  1979  Directory  of  the  No-load  Mutu- 
al Fund  Association,  49  of  the  149  funds 
listed  allow  telephone  redemptions 
Also,  the  SEC's  negative  attitude  toward 
switching  has  perhaps  caused  the  indus 
try  to  tighten  up  redemption  procedures. 
—Nicholas  Kaiser 
President, 

Unified  Management  Corp. 
Indianapolis,  Ind. 


The  '  frightening"  Left? 

Sir:  I  read  with  interest  Ann  Hughey's 
"The  not  so  lonely  Left?"  (Forbes,  Not 
26,  1979),  since  I  have  been  a  lifelong 
member  of  the  American  Left  and  a 
"guilt-ridden  heir"  of  family  wealth.  My, 
my,  your  paranoia  is  showing!  Our  pro 
grams  are  not  murky,  nor  do  they  consist 
of  schemes.  Stop  being  so  frightened  and 
listen  a  bit  to  what  is  being  said. 
— Ritchie  P.  Lowry 
Professor  of  Sociology, 
Boston  College 
Chestnut  Hill,  Mass. 


Mobile  trees 

Sir:  It's  probably  not  possible  for  a  mo 
torcyclist  to  understand  why  millions  of 
us  prefer  quieter  forms  of  recreation  (Fact 
and  Comment,  Nov.  12,  1979).  Wilderness 
areas  are  the  only  place  one  can  go  to  be 
free  of  the  continual  racket  produced  by 
mechanized  America  enjoying  itself. 
The  highest  service  trees  could  perform 
is  to  somehow  become  mobile  and  step 
in  front  of  your  damned  motorcycles. 
— D.L  Dames 
San  Bernardino,  Calif. 
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Your  next  right-hand  man 
can  talk,  sell,  demonstrate,  instruct. 
And  even  make  you  a  star. 


Your  next  right-hand  man  should  be  a  Panasonic 
VHS  video  system  because  it  can  help  you  do  the 
impossible:  Like  being  in  more  than  one  place  at 
once.  Or  doing  more  than  one  job  at  the  same  time. 
Or  both. 

And,  as  many  different  companies  already  have 
discovered,  the  number  of  ways  you  can  use  your 
Panasonic  video  system  is  limited  only  by  your  imag- 
ination: For  example,  while  you're  busy  working  in 
your  office,  you  can  also  be  talking  to  stockholders 
or  people  at  distant  branches.  Or  both.  You  can  refine 
sales  presentations  for  use  whenever  you  need  them. 
Or  demonstrate  complicated  techniques  to  audiences 
miles  away.  You  can  instruct  new  employees  or  retrain 
present  ones.  You  can  even  inspect  real  estate  across 
town  or  across  the  country — without  getting  out  of 
your  chair. 

You  can  start  with  a  basic  system,  a  Panasonic 
video  tape  recorder,  camera  and  monitor,  for  example. 
Or  you  can  have  a  more  sophisticated  system,  choos- 
ing from  the  broadest  line  of  equipment  in  the  video 
industry,  including  a  2-hour  video  recorder  with  2-track 
audio,  a  2-hour  video  recorder  that's  portable,  studio 
cameras,  portable  cameras,  switchers,  color  monitors, 
microphones  and  much  more.  And  they're  all  ideal  for 
business  and  industrial  use. 

Finally,  with  a  Panasonic  video  system,  you  can 


see  what  you've  got  as  soon  as  you  shoot  it.  Without 
waiting.  Without  expensive  film  processing.  And  if  you 
don't  like  what  you  see,  you  can  erase  the  tape  and 
shoot  it  over  again.  So  you  can  save  time  and  money. 

There  are  still  other  reasons  to  make  a  Panasonic 
video  system  your  next  right-hand  man:  It'll  do  every- 
thing your  way.  It  never  forgets  anything.  And  it  can 
even  make  you  a  star.  TV  pictures  simulated 

Panasonic 

just  slightly  ahead  of  our  time. 


Panasonic  Company, Video  Systems  Division,  Dept.  FBS-180 
One  Panasonic  Way,  Secaucus,  N.J.  07094 

Send  me  more  information  on  how  the  Panasonic  right-hand  man 
has  helped  other  businesses,  and  how  it  can  help  me 


Print  name. 
Title  


Company., 
Address 


City/Stale/Zip  _ 
Phone  I  ) 


In  Canada,  contact  Panasonic  Video  Systems.  Mississauga.  Ontario 


,  <■-■ 


$m  EATON  MEANS 

ADVANCED  TECHNOLOGY 

FOR  INDUSTRY 


THE  TASTE  BEYOND 
12-YEAR-OLD  PREMIUM  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


witn  au  my  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  I  COULD  SELECT  THE  NEXT  PRESIDENT 


of  the  United  States  from  among  the  perspiring  aspirants  of 
both  parties,  George  Bush  would  be  taking  the  oath  of  office  on 
Jan.  20,  1981. 

He's  been  a  member  of  the  House  of  Representatives,  U.S. 
Ambassador  to  the  U.N.,  director  of  the  Central  Intelligence 
Agency,  chief  of  the  U.S.  office  in  China,  chairman  of  the 
Republican  National  Committee.  Having  handled  those  varied 
and  large  responsibilities  well,  he'd  not  need  years  of  on-the-job 
presidential  training.  Bush  is  qualified  by  experience,  tempera- 
ment and  ability  to  be  an  effective,  undemagogic  President. 

Look  at  the  alternatives:  Carter?  In  due  time,  historians  will 
recognize  him  as  not  having  been  half  bad.  For  reelection, 
though,  in  a  time  of  rampant  inflation  and  a  teetering  economy, 
that  may  not  be  good  enough.  While  his  able  handling  of  the 
Khomeini  Lunacy  has  pole-vaulted  him  ahead  in  current  polls, 
six  months  from  now  may  see  some  backlash. 

Teddy?  With  all  the  polls  long  showing  him  an  overwhelming 
favorite,  who'd  have  guessed  that  when  he  jumped  in  he  might 
not  surface  again?  First  he's  nearly  drowned  by  Chappaquid- 
dick,  then  nearly  buries  himself  on  Mudd  and,  with  an  incredi- 
bly inane  Iranian-crisis  comment,  wins  a  ringing  endorsement 
from  that  self-anointed  All-Highest  Ayatollah,  Khomeini. 

Brown?  That  flake  has  melted,  that  fluke  has  floundered. 

Connally?  People  yearn  for  simple,  straightforward  solu- 


tions— unequivocal,  decisive  answers — until  they  get  on 
they  don't  agree  with.  There's  little  doubt  in  the  minds  of  1 
supporters  and  his  opponents  as  to  where  Connally  stands,  h 
those  turned  off  will  outnumber  those  turned  on  and  they 
lubricate  his  slide  with  Oil  and  Milk. 

Reagan?  For  his  every  run  in  the  past  couple  of  decadi 
Ronnie  dusts  off  his  aging  thoughts  and  time-tested,  applau: 
producing  phrases.  At  the  moment,  odds  are  old  Ron's  hai 
core  rightists  will  turn  out  enough  in  Primary  numbers  to  j 
him  the  GOP  nomination.  While  he's  likely  to  wobble  acre 
the  election  finish  line,  it'll  be  at  a  Goldwater  distance  behi 
the  Democratic  standard-bearer.  Hard  to  believe,  isn't  it,  th 
enough  of  the  Politically  Caring  at  a  nominating  conventi 
will  put  up  someone  whom  the  polls  show  even  Carter  wou 
decisively  defeat. 

Baker?  He's  the  other  possibility  and  could  make  a  go 
President.  His  waffling  on  controversial  but  critical  issu 
such  as  SALT,  leaves  him  second  to  Bush  as  a  preference  i 
those  of  us  hoping  that  the  Republican  nomination  will  go 
the  best  of  the  front-running  foursome. 

George  Bush's  surprising  show  of  strength  in  the  Flori 
straw  vote,  in  Maine  and  in  Iowa  gives  hope  there's 
chance  the  Republicans  might  just  do  that  come  July  cc 
vention  time. 


WITHOUT  ATOMIC  POWER  TOO 


our  strength,  our  being  as  the  United  States  we  know  and 
treasure  will  not  too  much  longer  survive  the  idiotic  whims  or 
the  tenderless  mercies  of  Khomeini-Qaddafi  &  Company. 

When  you  further  add  to  those  fanatics  the  political  fragility 
in  countries  supplying  most  of  our  imported  oil — in  Africa, 
South  America  and  other  places  in  addition  to  the  Middle 
East — we  have  become  horrifyingly  unlndependent. 

Safety  experts  at  existing  atomic  plants  apparently  are  inad- 
equate in  numbers  and  training  (to  wit,  Three  Mile  Island). 
That  appalling  weakness  is  inexcusable,  but  swiftly  remedi- 
able. If  safety  systems  themselves  have  technical  weaknesses, 
they  can  be  corrected  with  relative  promptness.  The  problem 


of  waste  disposal  is  also  a  disposable  one.  As  for  having  ea 
atomic  plant  located  so  no  numbers  of  Americans  are  dow 
wind  of  any  potential  disaster — that  is  an  impossibility. 

So  too  is  any  approach  that  removes  any  possibility  of  a\ 
kind  of  cataclysm  that  might  in  some  conceivable  extremi 
release  radioactivity.  That's  a  far  more  remote  possibilii 
though,  than  the  ever-present  possibility  of  atomic  war  itsel 

The  greatest  danger  from  atomic  energy  is  having  none. 

With  none  of  it  to  add  to  expanded  use  of  coal,  solar  a: 
every  other  energy  source,  this  country  could  easily  be  fl; 
tened  by  any  extended  major  disruption  of  our  oil  import  frc 
sources  way  beyond  our  influence  or  control. 
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A  chief  executive  who  gets  the  wheel  just  three  or  four  years 
before  compulsory  retirement  can  mess  things  up  for  his 
successor  if  an  alert  Board  doesn't  keep  close  tabs. 

There's  the  greatest  temptation  to  roll  up  maximum  profits 
during  such  a  short  tenure.  Too  often  the  easiest,  quickest  way  to 
do  that  is  to  shortchange  major  new  research  and  development 


undertakings  that  are  highly  unlikely — even  if  successful — 
contribute  to  profits  until  five  or  ten  years  down  the  road. 

Yet  that's  where  any  corporation's  future  lies,  more  than 
achieving  unforesighted  if  impressive  quarterly  bottom  lines 

Perhaps  the  best  measure  of  a  successful  CEO  is  how  soon  h 
successor  does  well  reaping  what  his  former  boss  sowed. 


TWO  ADS:  ONE  A  WINNER,  THE  OTHER  A  WASTE 


Think  of  a  car  pool  as  a 
waste-watchers  club. 

:~tr~:r.'zr  *  'iliiii  ■ 

20  pj'.s*-»9*f  mt1(><:  per  gallon. 

It's  time  we  all  went 
on  an  energy  diet. 

72  %t3?i*A:TV$9t  -rn4g  i  per  gjflon 

LiMuftd  {JjZ«n\  $ktf4  fin  wut  (uaA  wototoA.  Nuaw  Bulk  ffyWZ  hffffT 


■  nnr.    ....  ■  :  i-  v.  ■*•-■■■/.  ■ 


The  oil  corripanies  have  a  problem  with  every 
segment  of  the  public  (including  business)  so  seri- 
ous that  it  can  be  their  undoing.  But  here's  one 
industry  message  by  Arco  that  contributes  more  to 
Solution  and  industry  Image  than  any  of  the  many 
current  efforts. 


What  with  maximizing  transportation  mileage 
more  essential  than  ever,  quality  shoes  and  shoe  leath- 
er that  can  go  the  distance  have  new  marketing  hori- 
zons. But  what  would  anyone  wanting  shoes  for  wear- 
ing instead  of  only  showing  think  of  Nunn  Bush  as  a 
result  of  this  Connection?  Nunn  that  I  know  of. 


"UNSELFISH"  CORPORATE  GIVING? 


If  there  is  such,  there  shouldn't  be. 

When  corporations  give  a  proper  portion  of  their  profits  to 
Good  Causes,  there  should  be  good  business  reasons  for  it — 
community  relations,  health,  things  that  feed  man's  spirit,  that 
help  ameliorate  the  excesses  or  abscesses  that  plague  mankind. 

Companies  sponsoring  and  donating  should  clearly  tag  these 
gifts  as  being  in  the  immediate  or  long-range  interest  of  stock- 
holders and  employees.  After  all,  it's  money  that  might  have 
been  spread  among  them  in  the  form  of  dividends  or  pay. 

I  was  minded  of  this  by  a  comment  here  the  other  day  by 
Pillsbury  helmsman  William  Spoor.  To  allow  area  shut-ins  and 

SOME  NAMES  THAT  COULD 

"The  National  Challenge"  is  a  delightful  column  edited  by  J. 
Baxter  Newgate  and  syndicated  by  the  Chicago  Tribune-N.Y. 
News  Syndicate,  Inc.  Challenge  number  138  asked  readers  to 
merge  hypothetically  two  or  more  companies  and  give  a  name 
to  the  resulting  entity.  A  few  from  the  many  suggested: 

If  the  Baltimore  Sun  merged  with  Nabisco,  you'd  have  the 
Baltimore  Oreos. — Ann  Impaglia,  Towson,  Md. 

If  Allegheny  Airlines  merged  with  Braniff,  they'd  be 
All-Bran,  the  world's  most  regular  airline. — Elsa  Hale, 
Wheeling,  W.Va. 

If  Delta  merged  with  the  American  Wig  Co.,  they'd  be  Delta 
Hairlines. — Gloria  Mayer,  Belleville,  111. 


others  who  couldn't  attend  their  hometown  Viking  footbal 
games  to  watch  anyway,  Pillsbury  bought  sufficient  tickets  t< 
permit  the  games  to  be  televised  locally.  In  reply  to  man] 
letters  of  enthusiastic  thanks,  the  chairman  suggested  the^ 
could  express  appreciation  by  visiting  Burger  King  and  finding 
out  how  much  value  and  flavor  they  could  get  for  their  money. 

Corporate  giving  should  be  at  the  maximum  law  and  circum 
stances  permit.  It  shouldn't  be  painted  as  selfless.  It  should  bt 
done  for  sound  purpose,  with  purpose  stated — like  helping 
Causes  that  help  make  our  free  enterprise  system  healthie: 
through  tackling  its  tackier  aspects. 

EMERGE  FROM  MERGERS 

If  Yale  Lock,  Mary  Tyler  Moore  Enterprises,  Fuller  Brush 
and  Grace  Chemical  merged,  they'd  be  Yale-Mary-Fuller 
Grace. — Edward  J.  Walsh,  Baltimore,  Md. 

If  J.C.  Penney  merged  with  Aunt  Jemima,  they'd  be  Penney 
Aunty. — Harriet  Backhaus,  Affton,  Mo. 

If  Vic  Tanny  merged  with  Getty  Oil,  they'd  be  Spa  Getty 
— D.  Meyers,  Bloomfield,  Mich. 

If  Brim  Coffee  merged  with  Firestone,  they'd  be  Fire  and 
Brimstone. — Una  Blucher,  Charlottesville,  Va.;  Milly  Meyers, 
Bloomfield  Twp.,  Mich. 

If  Trane  Co.  merged  with  Volkswagen,  they'd  become 
Wagentrane. — Mary  Rose  Evans,  Kettering,  Ohio. 
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MEMO  OF  THE  MONTH 


reprinted  from  "The  Washington  Monthly" 


MEMORANDUM 


DEPARTMENT  OF  HEALTH.  EDUCATION.  AND  WELFARE 
PUBLIC  HEALTH  SERVICE 

INSTRUCTION  AND  INFORMATION  MEMORANDUM  OERT  79-1         NAT'ONAL ifxryf^-^be'cernber  31  1979 
Executive  Secretaries  of  NIH  Initial  Review  Groups  DATE  january  15,  1979 


FROM:  Associate  Director  for  Extramural  Research  and  Training,  NIH 

SUBJECT:  Extension  of  INSTRUCTION  AND  INFORMATION  MEMORANDUM 
OERT  77-5,  Documentation  Requirements  for  Summary  Statements 
Involving  Multi-project  Applications  (4500) 

The  expiration  date  of  Instruction  and  Information  Memorandum  OERT-775,  Docu- 
mentation Requirements  for  Summary  Statements  Involving  Multi-project  Applica- 
tions (4500)  is  hereby  extended  until  December  31,  1979  and  modified  as  follows: 


Substitute  the  following  paragraph  for  Section  IV 
Summary  Statements: 


Distribution  of  Copies  of 


In  addition  to  the  normal  distribution  of  Summary  Statements  by  the 
IRGs,  a  copy  of  Summary  Statements  for  all  IRG  approved  "P"  applicai- 
tons  and  those  "R"  (except  R25)  and  S06  applications  which  involve 
multi-projects  shall  be  forwarded  to  the  Data  Processing  Section,  Statis- 
tics and  Analysis  Branch,  Division  of  Research  Grants,  Room  120, 
Westwood  Building,  at  the  same  time  the  other  copies  of  Summary 
Statements  are  distributed. 


I  would  also  like  to  emphasize  the  importance  of  the  IRG  review  and  evaluation  of 
each  sub-project  within  a  multi-project  application.  The  resulting  recommendations 
by  the  IRG  on  each  sub-project  are  essential  to  the  BIDs  in  making  final  pre-award 
funding  determinations. 

Finally,  when  preparing  Summary  Statements  for  applications  involving  sub-pro- 
jects, one  of  the  prescribed  optional  formats  must  be  used  for  documenting  the 
evaluation  and  critique  requirements  for  each  sub-project. 


Distribution: 

Executive  Secretaries  of  NIH  IRGs 

GMAC 

ECEA 

BID  Directors 

GS-12  above  and  equiv.  -  Extramural 


William  F.  Raub,  Ph  D 


ALONENESS  INCREASES 

as  one  lives  on  beyond  the  allotted  span.  Contemporaries  One  sure  way  to  keep  the  visitors  coming  for  those  85 
disappear  at  an  ever-increasing  rate  and  the  communications  years  and  up  is  to  have  their  will  to  live  accompanied  by 
gap  with  latter-day  generations  gets  harder  to  bridge.  something  to  will. 


LIVING  AND  DREAMING 

are  different  things,  but  you  can't  do  one  without  the  other. 


A  JOB  IN  HAND 

is  worth  a  dozen  in  prospect. 


FROM  A  BAD  YEAR  GOOD  WILL  COME 
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By  M.S.  Forbes  Jr. 
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This  year  will  be  rough  for  the  econ- 
omy by  conventional  yardsticks.  The 
reasons:  an  overextended  consumer, 
rising  taxes  and  expensive  energy. 
With  some  luck,  however,  these  trou- 
bles should  set  the  base  for  a  genuine- 
ly healthy  economic  expansion  in  the 
early  1980s. 

The  mainstay  of  the  economy  since 
1975  has  been  the  consumer,  but  he 
will  now  be  a  drag.  He  is  overextended 
in  debt  (up  50%  in  four  years),  his  real 
income  is  falling  and  his  rate  of  sav- 
ings is  the  lowest  ever.  Moreover,  his 
ability  to  use  home  mortgage  money 
as  a  means  to  finance  vacations,  col- 
lege and  graduate  tuition,  furniture 
and  like  needs  is  at  an  end,  thanks  to 
tight  money.  Mortgages  have  pro- 
vided consumers  over  $100  billion  for 
nonhousing  expenditures  in  the  past 
two  years. 

Another  burden  on  an  already 
shaky  economy  will  be  heftier  taxes. 
This  month's  hike  in  the  Social  Secu- 
rity tax  will  take  about  $10  billion  out 
of  the  economy.  Because  of  progres- 
sive income  tax  rates,  each  1  %  rise  in 
inflation  raises  income  taxes  1.55%. 


Even  if  inflation  is  brought  back  to 
single  digits,  consumers  will  be  hit  by 
an  unlegislated  tax  increase  of  more 
than  $25  billion  during  1980.  A  tax 
cut  of  $30  billion  would  barely  keep  us 
in  place. 

Last  year's  soaring  energy  crisis  will 
hit  the  economy  hard.  OPEC's  ac- 
tions are  similar  to  a  sales  or  excise 
tax  on  energy.  Such  a  levy  inflates  the 
price  we  pay  for  all  goods  and  services, 
giving  us  more  inflation,  and  drains 
away  tens  of  billions  of  dollars  from 
the  economy,  which  is  deflationary. 
We  get  the  worst  of  both  worlds — 
inflation  and  deflation. 

A  few  months  ago,  the  economies 
of  Europe  and  fapan  were  expected  to 
be  strong  this  year  and  thereby  cush- 
ion our  slowdown.  Thanks  to  OPEC, 
that  cushion  has  turned  into  a  rock. 

Pessimism,  however,  isn't  justi- 
fied. The  severity  of  the  contraction 
will  force  politicians  to  cut  taxes. 
While  many  respectable  experts  will 
deplore  this  caving-in  to  election- 
year  pressures,  tax  reductions  fash- 
ioned along  the  lines  of  Kemp-Roth, 
which  would  cut  personal  income  tax 
rates,  and  Jones-Conable,  which 
would  liberalize  depreciation  sched- 


ules, would  be  the  best,  most  imme- 
diate tonic  for  the  economy.  Because 
of  inflation,  effective  personal  and 
corporate  income  tax  rates  have  risen 
50%  since  1965.  This  mammoth  in- 
crease has  retarded  economic  growth. 
Unless  eased,  the  burden  will  frus- 
trate the  efforts  of  Chairman  Volcker 
and  the  Federal  Reserve  to  slow  long- 
term  inflation. 

The  severity  of  our  energy  prob- 
lems, vividly  symbolized  by  the  Iran- 
ian crisis,  should  lead  politicos  to  take 
effective,  nondemagogic  measures 
and  should  persuade  the  public  that 
such  measures  are  needed.  Higher  en- 
ergy costs  have  already  moved  this 
economy  to  get  more  production  from 
less  energy.  The  amount  of  energy 
required  for  a  given  amount  of  real 
GNP  growth  has  been  cut  by  one- 
third  since  1974.  What  OPEC  has 
done  in  recent  months  will  stimulate 
more  of  this  kind  of  efficiency.  It  will 
also  spur  the  search  for  non-OPEC 
sources  of  energy. 

It  is  an  axiom  of  physics:  For  every 
action  there  is  an  equal  and  opposite 
reaction.  The  reaction  to  our  econom- 
ic problems  this  year  could  be  all  to 
the  good. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind. — MSF 


Kennedy  vs.  Carter 

To  Democratic  National  Chairman 
White,  the  fight  is  like  two  locomotives 
hurtling  toward  each  other.  Says  he:  "It 
sure  creates  lots  of  excitement,  but  what 
you  are  left  with  in  the  end  is  a  big  train 
wreck."  Other  party  pros  argue  that  the 
primary  fight  will  guarantee  a  bigger  turn- 
out of  Democratic  voters  in  November. 
Says  Kentucky  Senator  Wendell  Ford: 
"It's  like  cats  in  the  night.  You  think  they 
are  fighting  and  killing  each  other,  but  all 
you  get  later  on  is  more  cats." 

— Time 


Ritual  Reagan 

Mr.  Reagan's  announcement  was  a 
speech  patently  put  together  by  a  com- 
mittee headed  by  a  political  packag- 
er. ..  .  For  political  packaging  we  do  not 
need  to  turn  to  a  68-year-old  man.  His 
swipe  at  oil  company  profits  calls  into 
question  whether  Mr.  Reagan  really  be- 
lieved, or  even  understood,  all  those  "free 
enterprise"  speeches  he  has  been  giving 
for  so  many  years.  .  .  .  We  can  under- 
stand the  political-packaging  logic  that 
as  front-runner  he  should  not  shake  any 
boats.  Though  frankly  we  doubt  it,  con- 
ceivably such  tactics  will  still  allow  him 
to  slide  into  the  nomination  and  the 
presidency.  But  even  if  they  should,  they 
will  have  cost  him  the  ability  to  govern 
in  a  way  that  will  make  a  real  difference 
to  the  future  of  this  society. 

— Wall  Street  Journal  editorial 

Nothing  Rulers 

Republican  Cabinet  officers,  installed 
at  the  head  of  departments,  soon  find 
that  they  rule  nothing.  The  real  decisions 
are  made  below  by  people  who  cannot  be 
fired  under  Civil  Service  rules  and  who 
will  be  there  long  after  the  Republican 
Cabinet  officers  depart.  As  far  as  civil 
servants  are  concerned,  every  Republi- 
can administration  is  a  transient  phe- 
nomenon of  no  lasting  importance. 

— H.R.  Haldeman,  The  Ends  of  Power 

Creative  Executives 

The  businessman  today  who  lacks  a 
creative  approach  cannot  expect  unusual 
attainments  in  our  competitive  world. 
He  cannot  assist  his  company  to  attain 
higher  than  average  levels.  Excellence — 
as  in  the  design  of  products  and  advertis- 
ing; point-of-sale  materials  and  packag- 
ing— often  depends  on  the  quality  of  the 
overall    company    creative  environ- 


ment. ...  I  believe  our  attunement  with 
the  world  of.  arts  has  kept  the  whole 
corporation  one  step  ahead  of  what  is 
going  on  in  society. 

— George  Weissman, 
CEO,  Philip  Morris, 
in  "Art  in  Business" 

Some  Conception! 

To  err  is  human,  we  say,  but  we  don't 
like  the  idea  much,  and  it  is  harder  still 
to  accept  the  fact  that  erring  is  biological 
as  well.  We  prefer  sticking  to  the  point, 
and  insuring  ourselves  against  change. 
But  there  it  is:  we  are  here  by  the  purest 
chance,  and  by  mistake  at  that.  Some- 
where, nucleotides  were  edged  apart  to 
let  new  ones  in;  maybe  viruses  moved  in, 
carrying  along  bits  of  other,  foreign  ge- 
nomes; radiation  from  the  sun  or  from 
outer  space  caused  tiny  cracks  in  the 
molecule,  and  humanity  was  conceived. 

— by  Lewis  Thomas, 
The  Medusa  and  the  Snail 

Why  Chrysler? 

If  the  issue  were  simply  how  to  protect 
federal  revenues,  the  answer  would  be 
clear:  Give  Chrysler  no  help  whatever. 
Companies  often  keep  running  during  a 
bankruptcy  reorganization.  Chrysler  ar- 
gues that  no  one  would  buy  cars  from  a 
bankrupt  but  operating  company.  If  that 
were  so,  no  one  would  now  buy  cars  from 
a  company  in  such  obvious  peril.  .  .  .  As- 
sume Chrysler  did  go  out  of  business. 
The  company's  demise  would  not  dimin- 

DENNIS  the  MENACE 


'"There  must  &e  SOME  way  we  could 

BLAME  IT  ON  THE  OIL  COMPANIES." 

Printed  by  permission  of  International  Management  Corp. 


ish  the  demand  for  cars.  If  Americai! 
replace  their  Chrysler  cars  with  For< 
and  Pontiacs,  Treasury  revenues  woul 
actually  rise.  While  it  is  losing  mone 
Chrysler  pays  no  federal  income  taxes, 
some  Chrysler  customers  switched  i 
Toyotas  and  Mercedes,  there  would  h 
some  loss  in  tax  revenue,  but  nowhei 
near  $2.75  billion.  American  importei 
also  pay  income  taxes.  .  .  .  What  the; 
about  those  100,000  Chrysler  jobs?  No  $ 
billion  comparable  program  has  been  o 
fered  for  the  6.2  million  Americans  cu 
rently  without  work.  What  makes  som 
jobs  worthier  than  others? 

— New  York  Times  editori 


Forms  Anyone? 

When  a  lawmaker  asked  the  General  Ac 
counting  Office  to  provide  him  with  a  lis 
of  all  the  forms  presently  in  use  by  th 
federal  government,  he  was  told  it  woul 
be  impossible  without  using  the  agency 
entire  staff  for  a  number  of  years. 

— U.S.  News  &)  World  Repor 


I've  never  Weed  rooms  where] 
you  may  be  the  only  flaw  in  it. 

— Mrs.  Gordon  Getty  I 
Town  and  Country! 


Hero  Motivation 

What  we  do  not  know  about  heroes  isl 
whether  the  secret  of  their  prowess  liesj 
in  a  truly  intuitive  audacity  or  in  a  mere| 
foolhardiness  that  is  oblivious  to  obsta- 
cles and  that  conquers  or  fails  according| 
to  luck  and  the  quality  of  the  adversary. 

— Jack  Anderson, 
Confessions  of  a  Muckraker\ 

Tax  Cheating 

The  U.S.  today  has  enacted  policies 
that  have  the  effect,  if  not  the  intention, 
of  encouraging  illegal  activities.  Taxes 
and  especially  progressive  taxes  dis- 
criminate against  honest  businessmen 
and  allow  those  who  use  "creative  ac- 
counting" a  definite  advantage. 

Unless  tax  rates  are  sharply  and  perma- 
nently reduced  the  damage  may  well  be 
irreparable.  Once  ensconced  in  custom, 
tax  evasion  and  tax  cheating  become  a 
permanent  part  of  a  society's  mores. 

— Professor  Arthur  B.  Laffer, 
in  the  Los  Angeles  Times 

Leading  Indicator 

Red  Skelton,  on  his  recent  physical 
examination:  "The  doctor  said  I  was 
sound  as  a  dollar,  and  that  scared  the  hell 
out  of  me." 

— Signature  Magazine 
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It  pays  to  put  a 
Greyhound  in  your  computer  room 


Leasing  a  computer  system 
is  an  important  undertaking 
for  any  business.  Equally  impor- 
tant is  selection  of  the  leasing 
company.  We  suggest  you 
consider  Greyhound  Computer 
Corporation. 

Greyhound  Computer 
offers  customers  a  full  range 
of  the  finest  computer  systems 
and  compatible  equipment. 
And  with  almost  20  years 
experience,  our  ability  to 


custom-tailor  leases  to  the 
unique  requirements  of  each 
customer  is  unmatched. 

As  a  wholly-owned  sub- 
sidiary of  The  Greyhound 
Corporation,  Greyhound 
Computer— and  its  custom- 
ers-benefit  from  the 
financial  stability 
and  resources 
of  this  diversified 

organization.  Greyhound 


Greyhound  Computer  has 
the  equipment,  the  experience 
the  people  and  the  resources 
to  satisfy  all  your  computer 
requirements.  We'd  like  to 
show  you  all  the  ways  it  pays 
to  put  a  Greyhound  in  your 
computer  room 
Call  us  today 

800-528-6113 

Greyhound  Tower 
Phoenix,  Az 


Computer  Corporation 


85077 


For 1980,  Mercedes-Benz 
introduces  the  most  relentlessly  efficient 
automobiles  in  its  history. 


Dramatic  fuel  mileage  gains  of from 
14.3  *  to  33.3  percent  in  gasoline 
models— without  downsizing  bodies 
or  engines  a  whit.  All  five  Diesels 
gain  new  power— without  spoiling 
their  famed  fuel  efficiency.  A 
remarkable  engineering  accom- 
plishment. But  just  what  you'd 
expect  from  Mercedes-Benz  in 
times  like  these. 

Stringent  efficiency  is  no 
sudden  demand  to  the  engineers 
of  Mercedes-Benz.  For  94  years 
they  have  built  cars  with  little  else 
in  mind. 

For  1980,  these  engineers  have 
inched  the  standards  up  another 
notch.  The  result:  eleven 
automobiles  that  stand  as  the 
most  relentlessly  efficient 
Mercedes-Benz  has  ever  built. 

Evolution,  not  revolution 

This  new  peak  was  reached 
without  panic.  Without 
downsizing  bodies  or  cutting 
engine  capacity.  Without  cutting 
hundreds  of  pounds  of  weight. 

And  without  cutting  corners  in 
safety  or  comfort  or  quality.  From 
the  solid  "clump"  when  you  shut  a 
door,  to  the  deep  safety  padding 
that  envelops  the  cabin,  down  to 
the  last  lovingly  hand-rubbed 
enamel  coat,  you  can  rest  assured 
a  Mercedes-Benz  is  still  a 
Mercedes-Benz. 

Through  meticulous  technical 
refining,  it  is  simply  an  even  more 
efficient  Mercedes-Benz. 

Diesels— and  more  power  to  them 

In  any  ordinary  year,  it  would  be 
major  news  that  Mercedes-Benz 
engineers  had  boosted  the 
performance  of  their  Diesel- 
powered  cars. 

And  boost  it  they  did— to  a 
healthy  degree.  The  muscular 
300  SD  Turbodiesel  is  even  more 
muscular.  The  five-cylinder 
300  TD  Station  wagon,  300  CD 


Coupe  and  300  D  Sedan  move 
more  briskly.  The  240  D  Sedan 
enjoys  new  punch. 

But  1980  is  no  ordinary  year. 
The  best  news  is  that  the 
legendary  Diesel  fuel  efficiency 
remains  legendary.  The  economy 
of  the  240  D  remains  in  the 
rarified  air  usually  reserved  for 
compacts  and  mini-cars.  For  1980, 
the  240  D  with  manual  trans- 
mission has  an  EPA  estimate  of 
28  mpg.  That  beats  every  compact, 
mid-size  and  large  car  listed  in  the 
official  EPA  fuel  economy 
information  for  1980,  published 
September  7,  1979. 

All  of  this  has  been  accomplished 
without  tampering  with  the  240  D's 
solid  1.5  tons  or  its  first-class 
accommodations. 

The  300  SD  Turbodiesel  gains  a 
full  10  horsepower,  further 
increasing  its  lead  as  the  most 
efficient  Diesel  yet  installed  in  a 
car.  But  while  performance  soars, 
fuel  mileage  remains  the  same  as 
last  year.  Compare  this  to  other 
cars.  Your  mileage  may  differ 
depending  on  speed,  weather 
conditions  and  trip  length! 
Mercedes-Benz  engineers  did 
enjoy  a  rather  unfair  advantage 
over  other  engineers  working  on 
other  1980  Diesel  cars:  the 
advantage  of  a  44-year  Diesel 
heritage. 

The  pleasant  shock  of  efficiency 

Mercedes-Benz  offers  the 
American  buyer  a  choice  of  six 
gasoline-powered  automobiles 
again  in  1980.  All  six  remain  object 
lessons  in  advanced  design. 

But  the  connoisseurs  who  always 
admired  the  450  SEE  Sedan  as  the 
ne  plus  ultra  of  automotive  travel 
get  a  bonus  in  1980.  So  do  advo- 
cates of  the  six-cylinder  280  E  and 
280  SE  Sedans,  and  280  CE  Coupe. 
And  enthusiasts  of  the  450  SL 
Roadster  and  450  SLC  Coupe 


may  also  be  in  for  a  pleasant  shock. 

In  these  cars  for  1980,  fuel 
efficiency  gains  some  makers 
might  be  pleased  to  achieve  in  two, 
three  or  five  years  have  been 
achieved  in  one.  Advances  ranging 
from  a  14.3*  percent  increase  in 
fuel  mileage  for  the  280  CE  Coupe, 
280  E  and  280  SE  Sedans,  to  a 
33.3  percent  gain  in  the  450  SEL 
Sedan,  the  450  SL  Roadster  and  the 
450  SLC  Coupe.  Compare  this  to 
other  cars.  Your  mileage  may  differ 
depending  on  speed,  weather 
conditions  and  trip  length. 

Quality  service: 
reaffirmed  commitment 

With  every  new  Mercedes-Benz 
comes  a  dual  commitment:  to 
provide  unparalleled  engineering 
in  its  cars  and  to  provide  unparal- 
leled service— through  the 
unstinting  efforts  of  over  400 
authorized  Mercedes-Benz  dealers 
across  the  United  States. 

A  challenge  since  1886 

Every  car  maker  today  speaks  of 
its  cars  being  "right  for  the  times." 
Mercedes-Benz  is  no  exception. 

But  it  is  worth  noting  that 
Mercedes-Benz— having  never  let 
its  cars  grow  too  long  and  large 
and  heavy— is  not  now  forced  into 
radical  redesign  to  bring  them 
back  in  line. 

Making  its  cars  more  efficient 
does  not  loom  as  "the  challenge  of 
the  eighties"  at  Mercedes-Benz. 

It  has  ahvays  been  the  challenge. 


Engineered  like  no  other 
car  in  the  world 


'California  estimates  vary 


©  1979  Mercedes-Benz  of  N.A., 
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As  a  nation,  the  U.S.  is  living  off  the  capital  it  accumulated  over  20C 
years.  The  cry  is  out:  Something  must  be  done  about  this  pattern.  Bu 
make  no  mistake,  whatever  we  do  is  going  to  be  painful.  There's  nc 
such  thing  as  a  free  lunch — or  free  capital.  The  only  way  we  can  havi 
more  investment  is  to  accept  less  consumption. 
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By  Allan  Sloan 
and  Christine  Miles 


American  businessmen  used  to 
complain  that  their  Japanese  com- 
petitors used  cheap  labor.  In  time 
they  discovered  the  truth.  Japanese 
labor  was  not  all  that  cheap.  What 
was  cheap  in  Japan  was  capital.  It 
still  is. 

A  major  reason  capital  is  cheap  in 
Japan  is  that  it  is  so  plentiful.  Japa- 
nese government  policy  helps  keep 
it  that  way.  In  effect,  the  Japanese  masses  are  subsidizing  their 
industry  with  their  savings.  Are  they,  therefore,  being  exploit- 
ed? You  could  argue  that,  but  you'd  be  ignoring  the  fact  that 
Japanese  industry  enables  a  basically  poor  nation  to  live  well 
although  it  must  import  almost  every  raw  material  it  uses. 

By  contrast,  the  immensely  rich  U.S.  keeps  its  industry  on  a 
lean — and  expensive — capital  diet.  As  the  chart  below  shows, 
personal  savings  in  the  U.S.  are  falling  short  of  past  perfor- 
mance and  are  well  below  what  the  U.S.'  principal  Free  World 
competitors — Japan,  West  Germany,  Canada  and  the  U.K. — 
are  saving  now.  Moreover,  U.S.  corporations'  cash  flow — 
depreciation  plus  pretax  profit  (see  chart,  pp.  40  and  41) — is  a 
smaller  proportion  of  the  country's  industrial  base  than  it  used 
to  be.  That  would  seem  to  indicate  that  the  nation's  businesses 
aren't  producing  the  cash  needed  to  keep  America's  industrial 
base  up  the  way  it  has  been  kept  up  in  the  past. 

Conventional  economic  wisdom  holds  that  America's  per- 
sonal savings  levels  are  below  those  of  our  rivals  because  the 
U.S.  tax  code  provides  little  incentive  to  save,  while  our 
competitors'  tax  systems  provide  very  liberal  incentives. 

In  the  U.S.  there  is  no  tax  break  on  savings  account  interest 
and  only  a  modest  break  on  dividend  income— there  is  a  $200 
exclusion  on  a  joint  return.  In  Japan,  interest  on  up  to  $32,000 


of  savings  is  exempt  and  dividends  are  taxed  at  a  reduced  rate 
In  West  Germany,  most  dividends  and  $300  of  interest  (on 
joint  return)  are  tax  free.  Canada  exempts  the  first  $2,000  c 
interest  and  dividends  (on  a  joint  return).  Even  in  the  U.K.,  no 
known  for  encouraging  capital  formation,  interest  on  saving 
certificates  is  exempt,  as  is  the  first  $140  of  interest  fror 
National  Savings  Bank  accounts. 

The  antisavings  bias  in  the  U.S.  tax  code  is  bad  enough,  bu 
the  pro-consumption  bias  is  even  worse.  The  consumptioi 
incentive  is  so  deeply  ingrained  that  no  one  seems  to  notice  i 
anymore.  The  incentive  is  allowing  people  filing  itemize 
returns  to  deduct  from  taxable  income  every  penny  of  interes 
paid.  Our  competitors  penalize  wealth  by  assessing  wealt 
taxes,  but  none  of  our  competitors  subsidizes  consumer  spend 
ing  by  allowing  individuals  to  deduct  all  their  interest  expense 
In  West  Germany  and  Canada,  no  interest  deductions  ar 
allowed  to  individuals.  Japan  and  the  U.K.  have  only  limite 
deductions  for  mortgage  interest.  None  of  these  countrie 
allows  consumer  loan  interest  to  be  deducted. 

Allowing  deductions  for  interest  is  designed  to  encourag 
Americans  to  own  their  homes,  and  has  been  superbly  effec 
tive.  About  65%  of  Americans  live  in  residences  they  owr 
more  than  in  any  competitor  country.  But  encouraging  Ameri 
cans  to  invest  their  wealth  in  houses,  carried  to  the  extreme 
we  carry  it  to,  drains  from  the  economy  capital  that  woul 
otherwise  help  create  jobs.  And  the  interest  deduction  doesn 
draw  distinctions  between  encouraging  home  ownershi 
(which  is  the  nation's  declared  goal)  and  frivolous  borrowing 
You  can  deduct  not  only  the  interest  on  your  mortgage,  bu 
also  the  12%  interest  on  the  loan  to  buy  your  car  and  the  1%°/ 
you  pay  Master  Charge  to  finance  a  weekend  in  Barbados. 

Consider  the  economics.  If  you're  in  a  40%  tax  bracket  an 
want  to  save  to  buy  something,  the  government  takes  40%  c 


Savings  slippage 


Americans  aren't  saving  as  much  as  other  nations — or  even 
as  much  as  they  used  to.  Our  ever-swelling  pool  of  "sav- 
ings" in  Social  Security  and  homes  doesn't  count  because 
that  can't  buy  plant  and  equipment. 


Savings  as  percent  of  disposable  personal  income 
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what  your  savings  earn.  If  you  go 
into  hock  to  buy  these  things,  the 
government  picks  up  40%  of  the  in- 
terest tab.  In  other  countries,  a  typi- 
cal middle-class  taxpayer  keeps 
most  of  what  his  savings  earn  and 
foots  the  full  interest  tab  for  every- 
thing he  borrows  (with  some  excep- 
tions for  mortgages).  In  any  event, 
consumer  lending  isn't  as  sophisti- 
cated elsewhere  as  it  is  in  the  U.S. 
To  buy  something  on  time,  you  need 
a  larger  down  payment  than  here, 
and  have  less  time  to  pay  it  back. 

"We  have  a  tax  bias  against  sav- 
ings," says  Saul  Klaman,  president  of 
the  National  Association  of  Mutual  Savings  Banks.  "It  makes 
more  sense  to  borrow  than  to  save.  Uncle  Sam  is  a  partner 
with  every  borrower  since  he  helps  pay  for  the  cost  of  that 
money.  But  he  is  an  adversary  to  every  saver  because  he  taxes 
the  interest  on  savings." 

Skewing  the  tax  code  toward  housing  has  gotten  typical 
Americans  to  make  their  home  the  single  largest  investment 
oi  their  lives  and  their  primary  source  of  capital.  There  are 
about  49  million  owner-occupied  homes  in  the  U.S.  If  we 
assume  they  are  worth  an  average  of  $40,000,  that  gives  us 
almost  $2  trillion.  Subtract  outstanding  mortgage  debt  of  $800 
million,  and  we  are  left  with  $  1 .2  trillion  of  homeowner  equity, 
rhat  dwarfs  individuals'  bank  accounts  and  securities  hold- 
ings. Every  time  housing  values  rise,  billions  more  dollars  are 
added  to  America's  individual  wealth.  The  problem — and  the 
key  to  understanding  how  America  can  generate  wealth  that 
isn't  capital — is  that  housing  equity  is  an  economically  sterile 


investment  for  society.  Four-bedroom,  two-bath  houses  on 
half-acres  are  a  pleasant  part  of  the  American  lifestyle  but, 
once  built,  they  do  nothing  to  keep  U.S.  industry  competitive 

To  you,  $50,000  in  home  equity  is  the  same  as  $50,000  in 
the  bank.  But  if  the  money's  in  your  house,  the  bank  can't  lend 
it  to  U.S.  Steel  to  build  a  rolling  mill.  The  only  way  to  get  your 
equity  out  of  your  house  is  to  borrow  against  it  (which  counts 
as  a  dissaving  in  economic  statistics)  or  sell  it  (which  means 
someone  will  borrow — dissave — mortgage  money). 

Partly  because  of  a  borrowing  binge  featuring  astronomical 
amounts  of  new  first  and  second  mortgages,  America's  person 
al  savings  rate — almost  8%  in  the  early  1970s — is  dropping 
sharply.  Preliminary  figures  show  the  1979  third-quarter  rate 
was  just  4.1%  on  an  annualized  basis;  the  rate  in  the  first  three 
quarters  averaged  4.8%.  Not  only  is  this  low  by  historical 
standards,  but  it  goes  against  the  pattern  of  Americans  raising 
their  savings  rate  during  hard  economic  times.  Jay  Schmiedes- 
kamp,  who  has  studied  con- 
sumer psychology  for  years, 
says  people's  attitudes  toward 
savings  have  not  changed. 
The  problem,  he  says,  is  that 
cost-of-living  indices  for  ne- 
cessities have  been  rising 
17%  a  year,  so  people  are 
scrambling  to  pay  bills.  Also, 
he  says,  since  the  boom  in 
bank  credit  cards  started  in 
1976  (see  Forbes,  Oct.  15, 
1979),  people  have  accelerated 
their  borrowing,  which  has 
dropped  the  savings  rate. 

What   are   we  measuring 


The  case  for  more  capital 


Over  the  years,  the  value  of  plant  and  equipment  in  the 
U.S.  has  risen  at  a  faster  rate  than  corporate  cash  flow. 
Coupled  with  inflation,  the  problem  of  replacing  aging 
plant  and  equipment  becomes  even  more  acute. 
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when  we  talk  about  savings? 
In  strictly  economic  terms, 
savings  means  the  diversion 
of  income  from  current  con- 
sumption in  exchange  for  the 
prospect  of  getting  a  stream  of 
income  some  time  in  the  fu- 
ture. A  penny  saved  in  1980 
and  drawing  interest  equals 
two  pennies  earned  in  1990. 
But  that's  not  exactly  what  savings  rates  measure.  The  savings 
inmates  used  in  Forbes'  tables  are  derived  by  taking  individuals' 
disposable  income  (what's  left  over  after  taxes  and  other  de- 
ductions), subtracting  spending  and  calling  the  residuum  "sav- 
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ings."  Those  statistics,  the  only  ones  reliable  agencies  keep, 
"is raising  iare  riddled  with  flaws,  not  the  least  of  which  is  that  some 
:hmiedestpension  payments  (like  federal  and  civil  pensions)  made  on 
behalf  of  U.S.  workers  don't  count  as  savings,  and  neither  do 
Social  Security  savings. 

Perhaps  even  more  than  our  lavish  housing  standards,  our 
Social  Security  system  diverts  money  from  savings  into  con- 
I  sumption.  Americans  will  pay  around  $140  billion  of  Social 
Security  taxes  in  1980,  vastly  more  than  all  personal  savings 
[combined.  That  $140  billion  is  being  put  up  in  exchange  for  the 
prospect  of  Social  Security  retirement  payments  at  some  point 
in  the  future.  That's  savings  for  each  individual — a  diversion  of 
money  from  current  consumption  in  return  for  a  future  stream 
of  income — but  it's  a  transfer  payment  for  society  as  a  whole. 
Social  Security  payments  are  roughly  equal  to  revenues,  so  no 
capital  is  being  accumulated  in  the  system.  The  capitalized 
|  value  of  Social  Security  obligations — the  fund  you  would  need 
today  to  meet  future  claims,  assuming  no  one  paid  contribu- 
tions anymore — is  $848  billion,  according  to  the  Social  Securi- 


ty Administration.  Had  Social  Security  been  run  prudently, 
like  a  pension  fund  subject  to  ERISA,  it  would  have  a  couple  of 
hundred  billion  dollars  in  the  till  and  would  become  fully 
funded  some  time  in  the  early  21st  century.  Meanwhile,  its 
income  would  exceed  payments  substantially,  producing  a 
capital  pool  that  could  be  invested  in  bonds  or  stock  or  some- 
thing else  useful.  But  instead  of  being  prudent,  the  government 
has  turned  Social  Security  into  a  system  in  which  current 
workers  pay  their  parents'  pensions,  hoping  that  their  children 
will  pay  for  them  when  the  time  comes.  So,  just  as  the  nation's 
largest  single  piece  of  wealth  is  sterile  capital  tied  up  in  homes, 
what  should  be  its  biggest  single  pension  pool  has  been  looted 
by  the  government  to  pay  current  bills.  No  productive  assets 
are  being  created  that  would  in  the  future  help  support  the 
growing  army  of  retirees. 

Other  nations  have  a  form  of  social  security,  too,  but  no- 
where is  social  security  as 
great  a  factor  relative  to  indi- 
viduals' savings  as  it  is  in  the 
U.S.  If  you  added  social  securi- 
ty on  to  personal  savings  in  all 
five  countries,  the  U.S.  sav- 
ings rate  would  be  about  equal 
to  those  of  Canada,  West  Ger- 
many and  the  U.K.,  and  about 
half  that  of  Japan.  That's  a  lot 
better  than  the  generally  ac- 
cepted rates. 

Personal  savings,  however 
important,  are  only  one  part 
of  capital  formation.  A  warn- 
ing before  we  go  further:  Mea- 
suring capital  formation  and 
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business  investment  is 
fraught  with  peril.  For  start- 
ers, it's  hard  to  compare  cor- 
porate profits  in  different  na- 
tions. Japanese  and  West  Ger- 
man companies  report  profits 
major  American  companies 
wouldn't  dare  report  to  share- 
holders. Foreign  firms  have  all 
_  sorts  of  reserves  and  contin- 
gencies— not  to  mention  accelerated  depreciation  account- 
ing— that  make  simple  comparisons  impossible.  And  countries 
typically  show  different  capital  formation  rates  at  different 
stages  of  development — rates  are  higher  when  countries  first 
industrialize.  That  may  help  explain  why,  in  West  Germany 
and  Japan,  capital  formation  rates  are  falling  even  though- 
personal  savings  rates  haven't  changed  much. 

The  question  of  comparing  statistics  among  countries  is  so 
complex  that  Lawrence  Klein,  the  Wharton  School  econome- 
trician  who  is  one  of  the  President's  unofficial  economic 
advisers,  is  engaged  in  a  study  designed  to  figure  out  how  to 
make  the  different  numbers  consistent.  Data  Resources  Inc.  of 
Lexington,  Mass.  says  it  can't  make  valid  comparisons  with- 
out a  tremendous  amount  of  work  yet  to  be  done.  Even  the 
U.S.  numbers  need  analysis.  Consider  business  investment  in 
plant  and  equipment.  If  you  buy  a  washing  machine  and  put  it 
in  your  basement,  you  spent  that  $300  for  a  consumer  durable. 
If  your  corner  laundromat  buys  the  machine  and  you  put  in  50 
cents  to  wash  your  clothes,  the  machine  is  capital  plant. 

But  such  confusion  notwithstanding,  we  know  empirically 
that  U.S.  industry  is  not  investing  at  the  rate  other  countries' 
industries  are.  Partly  because  we  won  World  War  II  while  Japan 
and  West  Germany  were  bombed  to  pieces,  the  average  age  of 


all  U.S.  plant  and  equipment  is  almost  18  years,  compared  wit 
12  for  West  Germany  and  10  for  Japan.  Much  of  the  expansic 
by  U.S.  industries  has  been  done  overseas  rather  than  in  tl 
U.S.,  while  West  German  and  Japanese  companies  have  stayc 
closer  to  home,  for  the  most  part.  In  recent  years  U.S.  comp 
nies  have  spent  significantly  less  on  research  and  developmei 
as  a  percentage  of  GNP  than  the  Japanese  or  the  West  Ge 
mans.  In  addition,  low  stock  prices  have  made  acquisitior 
much  more  attractive  than  internal  expansion  to  many  U. 
companies. 

Even  though  Japan's  rate  of  capital  formation  has  bee 
dropping,  personal  savings  there  are  still  extraordinarily  hig 
Japan  is  geared  toward  savings.  Virtually  all  savings  income 
exempt  from  taxation  for  typical  Japanese.  Japanese  companic 
generally  pay  large  bonuses  around  Christmas  and  a  secon< 
smaller  bonus  in  the  summer.  It  is  expected  that  most  of  th 
bonus  money  will  find  its  way  into  savings.  Why?  Because  i 
Japan  you  pretty  much  have  to  prepare  to  be  on  your  own  whe 
you  turn  55.  That's  when  the  "lifetime  contracts"  generall 
expire  for  Japanese  employees.  Since  there  are  no  social  secur 
ty  or  pension  programs  to 
speak  of  other  than  a  modest 
lump-sum  severance  pay- 
ment, and  government  medi- 
cal insurance  is  a  50-50  deal, 
unlike  Medicare,  you  have  to 
save  while  you  can.  The  single 
largest  form  of  savings  is  the 
government-run  postal  sav- 
ings plan,  which  had  46.8  tril- 
lion yen  as  of  September — 
more  than  the  time  deposits 
of  all  Japanese  banks  corn- 


Falling  formation 


The  rate  of  capital  formation — corporate  and  personal  sav- 
ings— in  the  U.S.  lags  behind  that  of  other  countries.  A 
bright  spot:  Our  rate  has  stayed  about  the  same,  but  it's 
dropping  in  West  Germany  and  Japan. 


Capital  formation  as  percent  of  gross  national  product 
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bined.  The  savings  plan  isn't  exactly  generous  with  interest — 
it  ranges  from  3.36%  for  ordinary  deposits  to  6.25%  for  long- 
term  money.  The  ordinary  rate  peaked  at  4.32%  in  1974,  when 
the  Japanese  consumer  price  index  was  up  24.3%.  The  postal 
savings  plan  takes  these  low-cost  deposits,  marks  them  up  a 
percentage  point  or  two  and  lends  them  to  the  government, 
which  can  then  relend  them  to  Japanese  companies.  The 
companies  thus  have  6.5%  long-term  debt.  Company-run  sav- 
ings plans,  another  big  source  of  Japanese  savings,  generally 
pay  between  5%  and  7%.  The  companies  use  the  money  as 
low-cost  working  capital. 

Compare  this  highly  organized  capital-raising  system  to  the 
U.S.  postal  savings  plan,  which  went  out  of  business  in  1966 
for  lack  of  customers,  or  to  the  U.S.  Savings  Bond  program, 
which  now  is  offering  7%  a  year  for  1 1 -year  money. 
I  till  Unlike  American  companies,  which  generally  tend  to  care 
very  much  about  their  shares'  price,  Japanese  companies  don't 
pay  all  that  much  attention,  says  Luke  Katayama  of  Nomura 
Capital  Management.  That's  one  reason  the  companies  pay 
only  tiny  dividends — they  don't  care  about  keeping  a  floor 
under  their  stock  price.  Because  the  companies  are  leveraged 
to  the  eyeballs  with  cheap  (by  U.S.  standards)  borrowings  and 
retain  most  of  their  earnings,  their  capital  grows  rapidly.  But, 
Katayama  says,  "a  handful  of  Japanese  companies  do  take 
significance  from  the  movement  of  their  stock,  and  want  to 
see  it  go  up  and  up — companies  like  Sony,  Pioneer  and  Ricoh, 
who  are  more  U.S. -oriented." 

Although  U.S.  businessmen  want  to  have  a  Japanese-like 
savings  and  capital  formation  rates,  there  hasn't  been  much  of 
a  public  cry  for  cutting  dividend  payments  or  ending  Social 
Security  retirement  benefits  or  corporate  pension  programs. 
Bankers  talk  about  the  need  for  Americans  to  save  more.  But 
when  did  you  hear  a  banker  argue  that  allowing  his  consumer- 


loan  customers  to  deduct  interest  costs  should  be  eliminate 
because  it  was  screwing  up  capital  formation? 

And  do  you  remember  the  outcry  last  time  someone  suggest 
ed  that  the  tax  deductions  Uncle  Sam  gives  to  home  owners  b 
eliminated?  Were  this  to  be  done,  people  would  put  less  mone 
into  houses  and  more  into  other  forms  of  saving.  But  n 
American  politician  who  advocated  ending  homeowners'  ta 
breaks  could  hope  to  be  elected. 

The  air  is  full  of  proposals  for  encouraging  investment  in  th 
U.S.  Lobbyists  are  lined  up  in  Washington  seeking  billions  i; 
tax  breaks  to  help  close  the  "capital  gap."  Spurring  congres 
sional  interest  in  helping  business  is  the  undeniable  decline  i 
our  productivity  rate,  and  the  serious  problems  of  some  basi 
American  industries,  most  notably  steel  and  autos.  In  the  ne\ 
probusiness  climate  in  Washington — or,  at  least,  in  the  a! 
sence  of  the  antibusiness  attitudes  that  prevailed  there  fc 
years — business  is  doing  rather  well.  The  corporate  income  ta 
rate  and  capital  gains  tax  were  cut  in  1978,  and  there's  a  goo 
chance  for  the  "10-5-3"  bill  to  pass,  speeding  up  writeoffs  fc 
plant  and  equipment.  A  bill  to  encourage  savings  by  exemptin 
individuals'  first  $200  of  interest  income  from  federal  tax  i 
also  progressing. 

But  we  had  better  remember  this:  In  the  1960s  the  questio 
was  whether  America  could  afford  both  Vietnam  and  the  Grea 
Society — guns  or  butter.  We  chose  to  have  guns  and  butter,  an 
wound  up  with  guns,  butter  and  inflation.  As  we  enter  th 
1980s,  we're  told  we  need  more  capital  for  industry.  But  tha 
capital  will  have  to  come  from  somewhere,  meaning  someon 
will  have  to  sacrifice  something.  As  we  found  in  the  Sixties 
there  is  no  free  lunch — or  a  free  war.  Just  as  we  couldn't  reall 
have  guns  and  butter,  neither  can  we  have  both  more  invesi 
ment  and  a  continuation  of  the  consumer  spending  spree  th* 
has  marked  the  past  few  years.  ■ 
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Where  does 
surplus  cash 
really  go? 


Forbes  asked  a  number  of  Americans  across  the  country 
how  much  they  were  able  to  save  in  1979  and  what, 
exactly,  they  did  with  their  surplus.  The  sample  was  delib- 
erately skewed — we  chose  to  ignore  both  lower-  and  up- 
per-income brackets  in  the  belief  that  the  former  had  too 
few  choices  and  the  latter  too  many  to  be  revealing.  The 
results  confirm  some  notions  (the  popularity  of  real  es- 
tate, for  example)  and  confound  others  (we  found  little 
gloom).  Below,  a  dozen  responses. 


"People  do  not  save" 

"This  is  going  to  be  tough," 
says  Richard  E.  Phelps,  a  49- 
year-old  vice  president  and 
general  manager  at  Houston's 
General  Telephone  Co.  of 
the  Southwest.  Then,  working 
up  some  figures  on  his 
calculator,  he  has  the  answer: 


Richard  E  Plxlps 


"I  saved  $8,200  in  1979,  or 
16.4%  of  my  $50,000  salary. 
God,  that's  a  lot,  isn't  it?"  he 
asks,  half  amused,  half 
amazed. 

It  wasn't  all  true  savings  but 
what  was  left  after  direct 
living  expenses  and  taxes.  A 
22-year  GTE  veteran  in 
charge  of  2,200  employees, 
Phelps  spent  $5,200  of  his 
surplus  on  college  tuition  for 


his  two  daughters.  He  keeps 
the  money  in  an  employee 
credit  union,  drawing  on  it 
when  the  bills  come  in. 
Another  $500  there  lets  him 
continue  to  earn  the  union's 
6%  interest. 

Phelps  put  the  remaining 
$2,500  into  GTE's  corporate 
savings  program,  which  he 
likes  because  the  company 
matches  that  sum  by  up  to 
50% .  The  money  is  divided 
three  ways:  20%  into  an 
equity  portfolio  made  up  of 
250  Standards  Poor's 
common  stocks;  40%  into  a 
bond  fund  and  the  balance  into 
a  guaranteed  income  fund. 

Why  keep  it  all  with  GTE? 
Says  Phelps:  "Because  it's 
easy.  They  deduct  it  from  my 
pay  and  it's  as  secure  as 
anything  for  the  returns  I  get. 
If  everybody  saved  at  my 
rateitu'ould  counter  inflation. 
Unfortunately,  they  don't." 
Collector 

"Last  year  I  made  over 
$40,000  and  I  saved  $8,000," 
says  Patricia  Allen,  vice 
president-associate  publisher 
at  Harper  &  Row.  "I  didn't 
put  it  into  the  bank,  but  I  still 
consider  it  savings." 

Allen,  58  and  self- 
supporting,  is  editorial 
director  of  junior  books  for 
two  Harper  &  Row 
subsidiaries.  Not  surprisingly, 


Patricia  Allen 


she  spent  $2,000  on  rare 
children's  books.  Her  prized 
acquisition  last  year?  A 
19th-century  three- 
dimensional  mechanical- 
toy  book  by  Ernest  Nister. 
"I'm  not  wealthy, "  she  says, 
"but  buying  in  the  $2-to-$300 
range  I've  built  a  good 
collection."  Another  $1,000 
went  to  buying  old 
porcelain,  especially 
Staffordshire  figurines. 

Of  her  bonus,  $3,000 
became  part  of  a  cash  down 
payment  on  a  house  in  the 
suburbs,  and  she  put  $2,000 
into  the  employee  stockholder 
and  profit-sharing  plans. 

"My  bank  account  has  gone 
down  as  I've  invested 
money  in  books,"  Allen  says. 
"I'm  recognizing  that  what 
I  do  outside  my  career  must 
be  for  my  continuing 
pleasure."  Then  she  adds, 
"It's  also  nice  to  know  that 
these  things  have  already 
tripled  in  value  in  the  last 
four  years." 

Sensible,  but  with  flair 

Clifford  Grodd,  president  of 
Paul  Stuart,  Inc.,  an  unfailing 
resource  on  New  York's 
Madison  Avenue  for  men  who 
care  about  clothes,  saves 
money  the  way  he  wants  his 
customers  to  dress — 
sensibly,  but  with  a  certain 
flair.  "As  my  business  is 
privately  run,  it  has  to  reflect 
my  personal  philosophy," 
says  Grodd,  55.  "Paul  Stuart  is 
conservative,  interested  in 
longevity.  But  we're  also 
committed  to  style." 

Grodd  made  over  $150,000 
in  1979andputbyaboutone- 
fifth  of  that.  His  investments 
included  Treasury  bills.  "I 


was  )ust  trying  to  maximize  a 
return  in  the  most 
conservative  way  to  cover 
inflation  rather  than  leave 
the  money  in  savings 
accounts,"  he  says.  He 
played  the  stock  market,  doin^ 
well  with  Storer 
Broadcasting,  Mission 
Insurance  Group,  Liberty 
Corp.  and  Colt  Industries. 
Grodd  also  helped  pay  for  his 
wife's  education;  she  went 
backtoColumbiaUniversity 
to  get  her  master's  degree  in 
social  work.  The  Grodds 
took  a  trip  to  China  as  well. 

Cliff  Grodd  isn't  so 
buttoned-down,  however, 


Clifford  Grodd 


that  he  won't  take  a  flier 
once  in  a  while.  "A  friend  of 
mine  wanted  me  to  go 
partners  with  him  on  a 
California  vineyard,"  he 
says.  "We  just  missed  it  but 
we  are  looking  for  another. 
Life  has  to  have  a  certain 
amount  of  excitement.  We 
all  require  titillations  to 
stimulate  us  and  buying  a 
vineyard's  one  of  mine." 
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1  Avis  acts  to  cut  your 
,  transportation 

•  costs.  At  no  cost  to  you,  get  an 

Avis  Corporate  Transportation  Survey. 


Por.tiac  Bonneville 


We  call  it  ACTS,  for  short. 

It  won't  cost  your  company  anything  bi 
it  could  save  it  a  lot,  particularly  in  this  critica 
period  of  inflation  and  energy  consumption. 

Here's  why.  Although  the  transportatio 
profile  of  each  company  differs,  here's  where 
many  companies  are  alike: 

First  of  all,  the  mix  of  owned,  a» 
leased  or  rented  vehicles  can 
be  made  more  cost-effective 
and  energy-efficient. 

Secondly,  the 
company  may  not  take  full 
advantage  of  available 


discounts  and  other  financial  techniques  that  improve  cash  flow. 

An  ACTS  study  spots  such  areas  of  opportunity  for  your  company. 
For  instance,  ACTS  will  tell  you: 

If  your  company's  fleet  (car  or  truck)  is  energy-efficient,  relative  to 
your  needs. 

If  your  company  owns  cars  and  trucks  that  you  should  be  leasing. 
If  your  company  leases  cars  and  trucks  that  you  should  be  renting. 


ACTS  will  also  tell  you: 

If  the  number  of  car  rentals  you  make  qualifies 
for  corporate  discounts  you  may  not  now  receive. 
If  cash  flow  can  be  improved. 
Must  you  be  highly  active  in  car  rental  and 
truck  and  car  leasing  to  gain  benefits  from  an  ACTS 
study?  The  answer  is  no.  (And  your  company  doesn't 
have  to  be  a  big  company  either.) 

Fill  out  and  send  this  coupon. 
Or  call  our  Avis  toll  free  number 
800-331-1000  for  an  even  quicker 
appointment. 

Act  now!  And  Avis  ACTS. 

Avis  rents  and  leases  GM  cars  and  trucks. 


r 
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Avis  Rent  A  Car  System,  Inc. 
900  Old  Country  Road,  Garden  City,  N.Y.  11530 
Att  n:  Total  Transportation  Services  Department 

IZI  I  am  interested  in  receiving  an  Avis  Corporate  Transportation  Si 
I  am  interested  in  receiving  information  on  the  following  program(s 
D  Rent  A  Car  D  Car  Leasing  □  Truck  Leasing  D  Truck  Rental 

Name/Title  


Company- 
Address  


City/State/Zip_ 


AVIS 


Or  call  Av 
I800-331-1C 


We  try  harder. 
In  more  ways  than  one. 

©  1979  Avis  Rent  A  Car  System.  Inc.,  Avis*  and  We  try  harder  * 


Raymond  E  Mabus  Jr 


A  bachelor's  edge 

Washington  lawyer 
Raymond  E.  Mabus  Jr.,  31, 
earned  $30,000  as  a 
government  contracts 
attorney  and  another 
$40,000  through  private 
investments,  including 
Mississippi  timberland,  in 
1979.  He  reckons  he  saved 
some  $30,000.  A  good  chunk 
came  from  a  500-acre 
inheritance  in  timberland.  A 
Mississippi  expatriate,  he 
expects  to  return  soon  and 
invests  heavily  there.  This 


year  $10,000  went  into  tax- 
free  state  bonds. 
"Mississippi  has  a  terrific- 
credit  rating,  not  like 
Cleveland  or  New  York  City," 
says  Mabus. 

Chinese  rugs  are  another 
investment.  When  Mabus 
accompanied  a  congressional 
delegation  to  China  he  spent 
$5,000  on  three  rugs.  "Even  if 
they  don't  appreciate,  I  like 
to  look  at  them,"  he  says.  His 
investment  portfolio 
includes  $10,000  in  Treasury 
notes,  due  in  1983,  which 
pay  1 1 .6% ;  $4,500  in  shares  of 
Central  &  South  West 
Corp.;  and  $500  in  Northwest 
Energy  stocks. 

He  lives  well  enough  on  just 
his  $30,000  salary— he  rents 
an  apartment  in  Virginia  and 
drives  a  Toyota — and  saves 
one-third  of  it.  How?  "I  don't 
have  a  lot  of  expenses — no 
wife,  kids,  mortgage  or  school 
loans,"  he  says.  "I  eat  out  a 
lot  because  I  don't  like  to 
cook.  And  I  go  to  $4 
movies,  not  $15  plays  and 
concerts  at  the  Kennedy 
Center.  My  tastes  are 
distinctively  lowbrow." 


Buying  time 

Susan  H.  Nycum,  44,  the 
first  female  law  partner  in  San 
Francisco's  Chickering  & 
Gregory's  103 -year  history, 
has  attracted  attention 
worldwide  as  one  of  the  top 
experts  in  the  mushrooming 
field  of  computer  law. 

Nycum  earned  $65,000  in 
1979,  but  she  didn't  buy  land, 
CDs  or  Krugerrands — she 
bought  herself  some  time. 
"I  had  too  much  to 
accomplish,  and  I  wanted  to 
take  on  more,"  Nycum 
explains.  "So  I  invested 


Susan  H  Nycum 


money  in  myself.  I  put  it 
into  things  that  would  help 
maximize  my  ability  to 
make  money — namely,  labo 
saving  devices." 

When  choosing  a  new  car 
she  nixed  the  Mercedes  450 
SL  she  had  once  coveted,  ant 
settled  instead  on  an 
Oldsmobile  Cutlass.  Its 
service  record  was  better, 
she  says.  "A  Mercedes  migh 
have  been  a  good  long-term 
investment, "she mulls,  "bu 
work  a  20-hour  day  and  I 
don't  have  the  time  to  take  il 
into  a  garage.  I  don't  have  a 
wife  to  do  it  either."  When 
Nycum  travels — she  makes 
at  least  one  out-of-town  trip 
week — she  always  uses 
airport  valet  parking  services 
"It  costs  an  additional  $8.50, 
but  I  save  at  least  20 
minutes— the  car  is  waiting 
for  me."  She  estimates  that 
her  time-saving  program 
cost  her  $10,000  last  year.  "I 
made  a  conscious  decision.  I 
am  an  enterprise  just  like  am 
business,  and  I  decided  to 
make  some  money  by 
spending  money,"  she 
explains. 
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Rexnord... 

our  materials 
handling 
systems  help 
industry  move 
its  products 
more  reliably.. 
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At  Rexnord,  we  think  of  materials  han- 
dling as  a  lot  more  than  a  broad  back 
and  muscles.  It's  a  business  science. 
A  productive,  smooth-working  mech- 
anism industry  can  t  do  without. 

We've  put  materials  handling  to  work 
for  many  industries.  It's  used  to  move 


finished  steel  by  the  billet  and  crushed 
stone  by  the  ton.  In  a  modern  ware- 
house it's  part  of  order  picking  opera- 
tions thatfill  thousands  of  orders  a  day. 

There's  hardly  an  industry  in  the 
world  our  conveying  systems  and! 
components  don't  serve— from  airline 
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Bon  vivant,  but  no  waste 

Ronald  Wild,  a  35-year-old 
bachelor  fond  of  sailboats,  art 
and  travel,  earned  $60,000 
in  1979.  "I  didn't  save  a 
dime, "  he  says,  with  a  shrug. 
Where  did  it  go?  Some 
i,000  went  into  works  by 
such  contemporary  artists  as 
Calder,  Friedlander  and 
Motherwell.  Another  $20,000 
went  for  a  six-room 
condominium  on  Chicago's 
posh  Lake  Shore  Drive.  Wild 
bought  it  as  an  investment — 
he  lives  in  another 
condominium  nearby — and 
claims  it  has  appreciated 
some  35%  a  year  since  1977. 

Wild  may  be  a  bon  vivant, 
but  he  is  not  the  wastrel  he 
enjoys  being  taken  for.  A 
graduate  of  Chicago's 
Roosevelt  University,  Wild 
was  trained  in  economics  and 
finance.  Each  week  he 
commutes  from  his  elegant 
pad  on  Lakeview  Avenue  to 
Kansas  City,  where  North 
American  Safety  Valve 
Industries,  the  company  he 
cofounded  five  years  ago,  is 
headquartered.  About  10%  of' 
his  income,  he  says,  goes 


Ronald  Wild 


into  his  company's  pension 
and  profit-sharing  plan.  Says 
Wild:  "Idon'tseeanypointin 
depositing  money  in  a 
savings  account  when  the 
inflation  rate  is  far  greater 
than  the  return." 
Hedging  all  the  way 
Take  a  30-year-old  bachelor 
who  earns  over  $100,000  a 
year  in  salary  and 
investment  income  and  who 
is  in  the  business  of 
investing  in  income- 
producing  real  estate;  it's 
not  hard  to  guess  where  he'll 


put  most  of  his  savings. 
"Back  into  real  estate,"  says 
Mark  Sayers,  vice  president 
of  New  York's  EMES 
Management  Corp.,  which 
owns  properties  from  Texas  to 
New  Jersey.  "It's  my  hedge 
against  inflation  and  it  creates 
tax-free  income.  I've  little 
incentive  to  invest  in  stocks 
or  bonds.  I  don't  know  much 
about  them,  and  the  problem 
with  most  investments  is 
not  knowing  what  you're 
doing." 

In  1979  Sayers  kept  $10,000 
to  $15,000  in  either  the 


Mark  Sayers 


bank  or  short-term  money 
market  instruments.  "I  like 
to  have  a  cash  reserve,"  he 
says,  "so  if  there's  a  good 
opportunity  I  can  move 
quickly.  Tangibles  can  take 
too  much  time  to  convert." 
He  also  invested  close  to 
$20,000  furnishing  his 
$150,000  two-bedroom 
apartmentwith  1 9th-century 
French  drawings  and 
furniture.  "Nothingfamous, " 
he  admits,  "but  I  like  them 
and  I  know  they'll  be  worth 
more  over  time. 

"I  wouldn't  do  anything 
different  with  my  money  if  I 
had  1979  to  do  over,"  beams 
Sayers.  "Maybe  this  year  I'll 
buy  a  second  home  in  the 
country." 

Prudential  strategy 

As  the  managers'  associate 
of  Chicago  brokerage 
operations  for  Prudential 
Insurance  Co.,  Estelle  Holzer, 
49,  earned  $67,500  in  1979 
and  was  able  to  save  $13,500 
of  it.  Of  that,  $1,755  went 
into  a  Prudential  Investment 
Plan,  a  pension  profit- 
sharing  program  currently 
yielding  9»/4%.  All  of  the 
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baggage  handling  to  foundries  to  bot- 
tlers and  canners.  For  more  informa- 
tion on  Rexnord,  read  our  annual 
report  and  our  corporate  brochure. 
Write  for  copies  to  W.  C.  Messinger, 
Chairman,  Rexnord  inc.,  RO.  Box 
2022,  Milwaukee,  Wisconsin  53201. 


Rex  TabieTop  conveyor  chains  provide  Carrier  vibrating  fluid-bed  sand  cooler  effi- 

smooth  handling  of  jars,  cans,  bottles.  ciently  conditions  sand. 

Mathews  standard  conveyors  and  custom- 
designed  systems  reduce  handling  costs. 
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remainder,  $1 1,745,  she 
loyally  put  into  whole-life 
insurance,  boosting  the 
amount  of  insurance  on 
Mrs.Holzer'slifeto$300,000. 
"I  know  it's  not  a  high-yield 
investment,"  she  says,  "but 
it's  safe  and  I  can  borrow  on 
thecashvalueat6%  and8% ." 
Last  year  she  borrowed 
$1,000  on  her  policy  to 
reduce  the  premium  on  the 
extra  insurance  she  bought. 

With  two  grown  college- 
educated  daughters  living  on 
their  own,  Mrs.  Holzer  can 


afford  to  be  conservative.  An 
eight-year  Prudential 
veteran,  shelivesi.naco-opon 
Chicago's  North  Michigan 
Avenue  with  her  husband, 
Circuit  Court  Judge 
ReginaldHolzerj  whose  salary 
is  $46,000). 
"Spend  it  now" 
Lori  DeWaal,  24,  vice 
president  at  a  medium-size 
public  relations  firm  on 
Hollywood's  Sunset 
Boulevard,  handles  such 
clients  as  the  Harlem 
Globetrotters  and  the  Ice 
Capades — and  makes  $30,000 
a  year.  Single  and  just  two 
years  out  of  UCLA  she  spends 
her  extra  income  on  herself. 
"Some  people  save  money  all 
their  lives  to  invest  later," 
she  says.  "I  want  to  enjoy 
it  now." 

Last  year  DeWaal  traded  her 
ailing  and  ancient  Karmann 
Ghia  and  $3,000  in  cash  for  a 
$10,000  Mazda  RX-7.  It 
wasn't  pure  caprice — "I  did 
some  research.  Their  values 
have  gone  down  very  little,-  if  I 
had  to  sell  it  I  could  get  a 
good  price" — but  neither  was 
it  a  joyless  nest  egg.  "I 


Lori  DeWaal 


thought  of  itasan  investment 
I  could  enjoy,"  she  says. 
DeWaal  did  tuck  away  some 
money.  With  $3,500  she 
bought  a  small  piece  of 
property  a  few  miles  from 
the  beach  on  the  island  of 
Hawaii.  She  may  build  on  it 
someday,  but  for  now  she's 
just  happy  that  her  money  is 
safe  from  inflation. 
"Everything  is  a  gamble  but 
land  is  the  best  gamble, "  she 
says  confidently.  "My 
money's  more  secure  there 
than  in  the  bank." 


Living  "the  old  economy* 

For  Morton  Edelstein,  54, 
the  year  1979  was  one  of 
transition.  He  left  his  job  at 
NBC  News,  where  he  was  an 
assignment  editor,  to 
become  midwest  regional 
director  of  public 
information  for  the  Drug 
Enforcement 

Administration.  All  told,  he 
earned  $53,000  and  saved 
$7,500  to  invest  in  shares  of 
Kemper  money  market 
fund.  At  present  he  has  no 
bank  or  thrift  account.  He 
did  have  $15,000  worth  of 
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Morton  Edelstein 


And  Rexnord  sales,  earnings  and  dividends 


SALES  (in  millions  of  dollars) 

$1,010 


EARNINGS  (in  millions  of  dollars) 

$57.J 


EARNINGS  PER  SHARE 

(fully  diluted) 


YEAF 


$2.78 


$873 


$754 


$630  5643 


52.9 


$2.54 


$2.18 


$1.95 


$1.68 


1975     1976     1977     1978  1979 


1975    1978     1977     1978  1979 
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«em,  54, 
s  one  of' 
1  his  job  at 


IDs  as  1 979  began,  but  later 
ut  the  money  into  T-bills. 
Also,  Edelstein  tendered 
0  shares  of  Studebaker- 


re  he  was  an  Vorthington  stock  to 


4cGraw-Edison  Co.  at  $5 1  a 
hare.  He  hung  on  to  the 
2,500  just  long  enough  to  find 
one-bedroom 

ondominium  in  downtown 
Minneapolis  that  he  and  his 
,2-year-old  daughter  bought. 

Edelstein,  his  wife  and 
on  live  in  a  comfortable 
hree-bedroom  home  in  the 
Chicago  suburb  of 
ancolnwood.  "I'm  lucky 
nough  to  be  living  partly  on 
e  old  economy,"  muses 
delstein,  who  bought  the 
ouse  in  1968  with  the  help 
f  a63/4%  mortgage.  "My 
ortgage  payment  is  only 
272  a  month.  If  I  had  to  buy 
y  house  today,  I'd  be  deep, 
eep  in  the  hole." 
ndo  plunger 
oward  Mendelsohn,  who 
uns  Howard  Mendelsohn  & 
Zo.,  a  small  North  Michigan 
venue  public  relations  firm, 
as  able  to  set  aside  30%  of 
is  $55,000  income  last  year 
or  investment.  "I  put  all  my 


Hoivard  Mendelsohn 


eggs  in  one  basket,"  moans 
the  53-year-old  bachelor. 
"Ordinarily,  I  would  have 
bought  CDs  and  stocks,  but 
instead  I  bought  a  condo." 

Frustrated  by  soaring 
interest  rates  and  a 
languishing  mortgage 
market,  Mendelsohn  cashed 
in  most  of  his  securities, 
added  $15,000  he  had  saved 
and  bought  outright  an 
$80,000  one-bedroom 
condominium  within  eight 
blocks  of  his  office.  Another 
10%  of  his  income  went 


into  his  firm's  profit-sharing 
trust.  Mendelsohn  is  not 
totally  out  of  the  stock 
market.  He  still  owns  some 
GM,  AT&T  and 
Commonwealth  Edison 
shares.  He  plans  to  increase 
his  holdings  "once  the 
energy  picture  gets  clearer." 

"There  are  many 
undervalued  companies, "he 
says.  "It's  a  buyers'  market 
as  far  as  I'm  concerned." 
Give  him  shelters 
Michael  Gordon,  39,  is  the 
managing  partner  of  Gordon 
&  Berg,  a  Los  Angeles 
accounting  firm.  On  his  gross 
income  of  about  $  145,000  in 
1979  he  expects  to  pay  only 
about  $25,000  in  income 
taxes,  thanks  to  some  real 
estate  tax-shelter 
investments  he  had  made 
previously.  After  family 
living  expenses  Gordon  saved 
about  $30,000  in  1979.  This 
is  how  he  deployed  it:  He  put 
$1,500  into  an  individual 
retirement  account  and 
$5,000  into  a  liquid  asset 
fund.  His  biggest  move  in 
1979  was  investing  $18,500 
in  a  West  Los  Angeles  office 


building  his  firm  is  buying. 
Gordon  is  enthusiastic  about 
improved  real  estate.  "Min- 
imum downside  risk,"  he 
says,  "plus  a  good  tax  shelter 
and  a  hedge  on  inflation." 

This  year  Gordon  also 
spent  $5,000  on  photographs 
by  Leland  Rice,  Jacques 
Henri-Lartigue  and  Berenice 
Abbott.  "I  think  that  good 
art  is  a  good  investment,"  he 
says.  "The  fact  that  it  can  be 
enjoyed  at  the  same  time 
really  gives  it  a  dual 
purpose." 


Mike  Gordon 


ids  continue  to  move  reliably  as  well. 

i 


YEAR  END  DIVIDEND  RATE 

$.96 

$.88 


$.72 


$.66 


$.60 


1979-A  MILESTONE  YEAR 

For  the  first  time  in  Rexnord's  history, 
sales  passed  $1  billion.  The 
company's  earnings  have  also  grown; 
1979  was  the  eighth  consecutive 
year  of  increased  profits. 

Rexnord's  strategies  for  future 
growth  call  for  a  careful  balance  of 
internal  growth  and  acquisition.  Our 
substantial  component  and  replace- 
ment parts  business  plus  the  diver- 
sified nature  of  the  markets  we  serve 
make  us  a  truly  different  kind  of 
capital  goods  company. 

For  more  information  about 
Rexnord,  we  invite  you  to  read  our 
Corporate  Brochure  and  Annual 
Report.  Write  R.  V.  Krikorian, 
Rexnord  Inc.,  Box  2022,  Milwaukee, 
Wl  53201. 


1975    1976     1977     1978  1979 


A  different  kind  of  capital  goods  company 
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JUSThRlNl  Si  BROOKS  Founded  1749 


In  a  world  where  fame  is  fleeting, 
there's  a  reason  its  been  in  the  limelight 

for  almost  100  years. 


Rare  taste. 


86  Proof  Blended  Scorch  Whisky  ©  1978  Paddingron  Corp.,  N.Y. 


The  FORBES  Yardsticks: 

1979 


How  to  use  them 


All  told,  about  200,000  separate  numbers  were  compiled  for 
the  Forbes  32nd  Annual  Report  on  American  Industry.  They 
measure  management  performance  of  1,035  big  public  compa- 
nies, most  with  latest  fiscal  year  sales  of  at  least  $300  million. 

The  Forbes  Yardsticks  are  a  report  card  on  U.S.  industry, 
sizing  up  the  1,035  companies  in  several  ways.  We  measure 
their  profitability  in  terms  of  return  on  stockholders'  equity 
and  on  total  capital.  We  measure  their 
growth  in  both  earnings  per  share  and 
sales.  For  current  trends  we  track  these 
figures  for  the  latest  12  months,  while  for 
a  longer  view  we  look  at  them  over  the 
past  five  years.  We  also  measure  their 
debt-to-equity  ratios,  net  profit  margins 
and  stock  market  performance. 

Using  all  these  measures,  we  compare  each  of  the  1,035 
companies  against  competitors  in  its  own  industry  and  against 
all  1,034  other  companies.  Finally,  we  compare  the  major 
industry  groups  themselves  against  one  another.  There  are  31 
groups  this  year,  one  more  than  last  year.  The  new  group, 
Media,  had  been  part  of  the  Leisure  group,-  by  separating  it,  we 
get  a  better  comparison  among  companies  in  both  groups. 

To  locate  a  company,  refer  to  the  table  that  begins  on  the 
next  page:  "Where  to  find  the  company."  It  lists  the  1,035 
companies  alphabetically  and  gives  the  page  of  the  story  about 
its  industry  and  the  appropriate  Yardsticks.  You  will  also  find 
in  the  alphabetical  listing  how  that  company  ranks  in  profit- 


Where  to  Find  the  Yardsticks 

Industry  Median  Rankings,  page  218 
Profitability  Rankings,  page  221 

Growth  Rankings,  page  232 
Stock  Market  Rankings,  page  241 


maturities,  minority  stockholders'  equity  in  consolidated  sub- 
sidiaries and  accumulated  deferred  taxes  and  investment  tax 
credits.  The  profit  figure  used  in  this  computation  is  the  sum 
of  net  income,  minority  interest  in  net  income  and  estimated 
aftertax  interest  paid  on  long-term  debt — in  other  words,  in- 
come before  charges  (which  means,  primarily,  interest  pay- 
ments on  long-term  debt)  relating  to  the  nonequity  portion  of 
the  capital. 

The  return  on  total  capital  is  a  "basic"  measure  of  an 
enterprise's  profitability.  For  companies 
that  derive  all  of  their  capital  from  com- 
mon equity,  the  two  profitability  mea- 
sures would  of  course  be  identical.  But  a 
company  that  employs  debt  wisely  can 
thereby  boost  return  on  stockholders'  eq- 
uity well  above  return  on  total  capital 
The  time  periods  employed  for  this  cal- 


ability,  growth  and  stock  market  performance. 

How  they  are  calculated 

Return  on  stockholders'  equity  Companies  obtain  their  cap- 
ital from  two  sources:  stockholders  and  creditors.  Return  on 
stockholders'  equity  is  the  percentage  return  on  the  stock- 
holders' portion  of  the  capital.  We  express  earnings  per  com- 
mon share  (primary  basis*)  as  a  percentage  of  the  stockholders' 
equity  per  share,  assuming  conversion  of  all  convertible  pre- 
ferred, at  the  start  of  the  year.  The  five-year  return  in  our 
Yardsticks  tables  is  the  average  of  the  returns  calculated  for  the 
years  1975  through  1978  and  the  12-month  period  ending  with 
the  most  recent  quarterly  report.  (For  companies  whose  fiscal 
years  end  in  January,  February  or  March,  the  years  1976-79  are 
used  in  place  of  1975-78.) 

Return  on  total  capital  This  figure  is  the  percentage  return 
on  a  combination  of  stockholders'  equity  (both  common  and 
preferred)  plus  capital  from  long-term  debt  including  current 


culation  are  the  same  as  for  return  on  stockholders'  equity. 
Debt-to-equity  ratio  This  ratio  tells  us  to  what  extent  man- 
agement is  using  borrowed  funds  (leverage)  in  an  attempt  to 
increase  profits.  It  is  calculated  as  of  the  end  of  the  last 
reported  fiscal  year  by  dividing  long-term  debt  (including  cur- 
rent maturities)  by  the  sum  of  stockholders'  equity,  minority 
stockholders'  interest  and  accumulated  deferred  taxes  and  in- 
vestment tax  credits.  A  high  debt-to-equity  ratio  makes  earn- 
ings more  volatile  and  is  usually  considered  prudent  only  in 
relatively  stable  industries. 

Net  profit  margin  This  measure  gives  a  view  of  profits 
different  from  either  the  return  on  stockholders'  equity  or  the 
return  on  total  capital.  Calculated  by  dividing  net  profits  for 
the  latest  12  months  by  net  sales,  it  reveals  what  percentage  of 
each  dollar  of  revenue  is  available  for  payment  of  dividends  and 
reinvestment  in  the  business. 

Earnings-per-share  growth  This  is  a  bit  tricky.  To  even  out 
short-run  distortions  caused  by  very  poor  or  very  good  years, 
we  reach  back  over  ten  years  to  measure  five-year  earnings- 
per-share  growth.  Using  primary  earnings  per  share,  we  take 
the  average  for  the  most  recent  five  years  (1975  through  the 
latest  12  months)  and  compute  the  percentage  change  from  the 
average  for  the  preceding  five  years  (1970  through  1974).  We 
then  express  that  change  in  terms  of  a  five-year  compound 
annual  rate  of  growth,  since  the  midpoints  of  the  two  periods 
are  five  years  apart. 

Sales  growth  As  with  earnings  growth,  we  go  back  ten  years 
to  calculate  the  five-year  rate  of  sales  growth.  We  compare 
average  sales  for  the  company's  most  recent  five  years  against 
the  average  for  the  preceding  five  years,  and  express  the  change 
in  terms  of  a  five-year  compound  annual  growth  rate. 


This  assumes  that  all  "common  stock  equivalents' — convertible  bonds,  convertible 
preferred  stocks,  warrants  and  stock  options — have  been  convened  into  common  shares. 
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Where  to  Find  the  Company 


Rank 

Rank 

Industry 
Stock  Survey 

Company                            Profitability    Growth    Market  Page 

Industry 
Stock  Survey 

Company                          Profitability    Growth   Market  Page 

Abbott  Laboratories                 165               176         254  130 
4CF  Industries                            596                 553           699  115 

Aetna  Life  &  Casualty            263              249         496  210 
HFAhmanson                      473             325         261  210 
Air  Prods  &  Chems                210              132         789  137 

Anheuser-Busch  Cos               532             740         976  145 
ARA  Services                         673              724         914  176 
Areata                                   604                19         277  214 
Archer  Daniels  Midland          271              152         342  145 
Arden  Group                         1018              998         479  99 

Akzona                                 978              962         872  137 

Alhertcnn's                                          83                     157             ?Rt>  00 

Alcan  Aluminium                  652             450         554  87 
Alco  Standard                       221              237         142  106 
Alexander  &  Baldwin             885              912         769  163 

Arizona  Public  Service            613              767         734  152 
Ark  Louisiana  Gas                 331              598         280  152 
Armco                                  760              599         746  196 
Armstrong  Cork                    821              736       1006  206 
Armstrong  Rubber                  908               612         749  76 

Alexander's                            936              804         362  176 
Allpphanv  Cnrn                           804                 603            180  106 

Allegheny  Ludlum  Inds           847              715         572  196 
Allegheny  Power                   738              857         846  152 
Allen  Group                         646              398         125  76 

Arvin  Industries                    252              116         487  76 
ASARCO                               940              941         562  87 
Ashland  Oil                           20               87         213  67 
Associated  Dry  Goods             891              881         929  176 
Athlone  Industries                 129               69         245  196 

Allied  Chemical                    894              840         647  137 

Allied  Products                                998                    97?             715  Mid 

Allied  Stores                          565              238         255  176 
Allied  Supermarkets              1030              998        1030  99 
Allied  Van  Lines                     953              938         606  163 

Atlanta  Gas  Light                   721              661         702  152 
Atlantic  Richfield                   451               231         584  67 
A-TO                                 693              390         328  106 
Auto  Data  Processing              161              173         311  170 
Avco                                   119               **          20  106,210 

Allis  Chalmers                      716               50          98  106 

Alfprman  funds                           882                  816            181  00 
Alcoa                                    637              342         636  87 
Am  International                   995              959         179  170 
AMAX                                  762              779         552  87 

Avery  International                747              695         984  115 
Avnet                                  198              304         110  190 
Avon  Products                         16              587         772        130,  176 
Avondale  Mills                      959             932         938  92 
Bache  Group                          927              267         264  210 

Amdahl                                 17               **         903  170 

Amprarp                                         f»79                   Kit,            590  115 

Amerada  Hess                        396              720         270  67 
American  Airlines                 826               **         569  163 
American  Bakeries                  662                            133  145 

Baker  International                  68               63         288  115 
Baldwin-United                       151               290          117  210 
Ball  Corp                               493              331         458  200 
Bally  Manufacturing                141              273            8  184 
Baltimore  Gas  &  Elec              768              858         709  152 

American  Brands                    425              668         478        106,  130 

Ampr  RrnaHrastintr                        IRfS                   1ft?             151  91d 
f\  1 11  c  1  ox  Ualllda  llllg                            lOU                       1  o  jL               1>|  ^1-4 

American  Can                       690              295         866  200 
American  Cyanamid               610              758         724        130,  137 
American  Elec  Power              756             892         843  152 

BanCal  Tri  State                    872              700         489  210 
BancOhio  Corp                     800             735         585  210 
Bangor  Punta                          381                **           26  106 
Bank  of  New  York                  656             786         738  210 
BankAmerica  Corp                 312              415         673  210 

American  Express                   221               320         888  210 

Ampriran  Familv                            34                   !t»/i             111  910 
/ 1 in 1 1 1 su 1 1  r«iiiiiiy                             >-*                   iuu  i3i 

American  Financial                  56              189         391  210 
Amer  Genl  Insurance              351              259         166  210 
American  Greetings               593              677         731  184 

Bankers  Trust  NY                   852              868         822  210 
Barnes  Group                         331              268         246  76 
Bausch&Lomb                     264              145         249  130 
Baxter  Travenol  Labs              358              167         780  130 
Beatrice  Foods                       350              568         746  145 

Amer  Hoist  &  Derrick             480              234         363  115 

Amer  Hospital  Supply             534              378         863        99,  130 
American  Intl  Group                49              150         610  210 
Amer  Maize-Products              654              532         616  145 

Beckman  Instruments              544               160           72  190 
Becton,  Dickinson                  512             439         892  130 
Beech  Aircraft                          59                36           32  124 
Belco  Petroleum                    212              182          83  67 
Bell  &  Howell                       1007              979         544  170 

Amer  Medical  Intl                   613              377           17  130 

Amort  cm  M  ntnre                             Infll                       0^1              A./\A  7A 
Allltl Hall  JYlUlUlS                                1UI/1                         7Js)               4lW              /  O 

American  Natl  Ins                  701              304         472  210 
Am  Natural  Resources             586              784         835  152 
American  Petrofina                624              820         836  67 

Bemis                                 785             482         446  200 
Bendix                                503              348         400        76,  106 
Beneficial  Corp                     604              805         578  176,210 
Bergen  Brunswig                    910               26         163  99 
Best  Products                         53               22            1  176 

rtlllci lLall  dldllUaiU                              lo**                                                  /  *♦              1UO,  ZUO 

American  Stores                    187              148         173  176 
American  Tel  &  Tel                715              678         852        152,  190 
AmeriTrust  Corp                   745              680         677  210 
Ametek                                 145              209         165  115 

Bethlehem  Steel                    974              955         979  196 
Big  Three  Industries               254              117         385  115 
Bird  &  Son                           219             338         592  206 
Black  &  Decker                     481              495         921  92 
Blount                                 155             278         156  206 

AMF                                     661               917         679        106,  184 
Amfac                                   823              876         775  106 
AMP                                     106              333         693  190 
Ampex                                  602                **           58  190 

Blue  Bell                               70               95         148  92 
Bluebird                                379              225           56  145 
Boeing                                  268                29           39  124 
Boise  Cascade                       690               **         252  200,206 

Amstar                                  562              691         669  145 
Amsted  Industries                  170               92         169  115 
Anchor  Hocking                    604              618         640  200 
Anderson,  Clayton                  697              320         469  145 

Borden                                669              524         844  145 
Borg  Warner                           684              478         359        76,  106 
Borman's                             893               **         293  99 
Boston  Edison                       903              926         803  152 

Profitability:  5-Year  Return  on  Equity  Growth:  S-Year  Compounded  Annual  Earnings  Per  Share  Growth 
Stock  Market:  5-Year  Price  Change  "Not  ranked. 
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The  new  essential 

for  the 
financial  executive. 


Every  week. 


The  International  Monetary  Market, 
the  world's  largest  financial  futures 
exchange,  publishes  a  comprehensive 
weekly  summary  of  the  international 
financial  markets. The  Weekly  Financial 
Markets  Report  includes  data  on 
interest  rate  futures,  money  market 
rates,  interbank  and  futures  foreign 
exchange  rates,  spot  and  futures  gold 
markets,  a  variety  of  currency  cross- 
rates  and  spot  and  futures  yield  curve 
information.  Supported  by  comment 
on  what  happened  last  week  and  why. 

The  International  Monetary  Market, 
a  division  of  the  Chicago  Mercantile 
Exchange,  was  the  pioneer  of  financial 
futures  in  May  1972. Today  its  scope 
and  volume  are  unmatched. 


Futures  contracts  are  traded  in 
interest  rates  through  90-day  and 
1-year  GS  Treasury  Bills  and  4-year 
Treasury  Notes,  in  8  currencies  against 
the  OS  dollar,  and  in  gold. 

Financial  futures  are  now  widely 
recognised  as  a  means  of  risk 
insurance  and  a  financial  management 
tool  of  significance  to  all  whose 
business  is  touched  by  the  ever  volatile 
international  financial  climate. 

As  your  first  step  in  finding  out  more 
about  the  IMM  and  how  it  can  help  your 
business,  complete  and  return  the 
coupon.  We  will  then  send  you  the  latest 
copy  of  the  IMM's  Weekly  Financial 
Market  report  and  include  you  on  our 
mailing  list  until  the  end  of  the  year. 


We  are  confident  that  by  then  you'll 
have  discovered  that  it  has  become 
part  of  your  essential  weekly  reading. 

Vjo:  International  Monetary  Market, 
Financial  Instruments  Marketing 
Department,  444  West  Jackson  Blvd. 
Chicago,  Illinois  60606. 
Please  send  me  the  latest  IMM  Weekly 
Financial  Market  Report  and  include 
me  on  your  mailing  list  (all  at  no  extra 
cost  to  myself). 

4791 


INTERNATIONAL  MONETARY  MARKET 

Division  of  Chicago  Mercantile  Exchange® 
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BMWLTHE  CAR 

COMPANY  THAT 


LEGISLATED  INTO 
MEDIOCRITY. 


The  challenge  that  faces  the 
automaker  of  the  1980s  lies 
not  in  meeting  tougher  pollution 
standards,  nor  in  coping  with 
ever  more  restrictive  safety  regu- 
lations—not even  in  accommo- 
dating the  petroleum  shortages 
that  are  fast  becoming  a  regular 
summer  occurrence. 


No  indeed.  The  challenge  lies 
in  meeting  the  myriad  of  societal 
demands  and  still  building  auto- 
mobiles that  are  worth  driving. 

Pessimists  darkly  predict 
that  it  cannot  be  done  and  point 
to  the  depressing  number 
of  uninspired  automobiles  on  the 
market  as  incontrovertible  proof. 


Yet,  fortunately,  these  gloomy 
predictions  do  not  take  into  ac- 
count the  inventive  genius  and 
the  obsessive  determination  of 
the  engineers  at  BMW  in  Munich, 
Germany  to  build  extraordinary 
automobiles. 

Against  all  odds  the  BMW 
not  only  meets  the  demands  of 
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society,  it  also  provides  the  sort 
ot  exhilarating  driving  experience 
that  automotive  enthusiasts  have 
all  but  given  up  tor  lost. 
A  SEEMINGLY  INCONGRUOUS 

COMBINATION  OF 
LUXURY,  PERFORMANCE  AND 
EFFICIENCY. 

Conventional  automotive  wis- 
dom has  it  that,  inevitably,  one 
must  choose  between  luxury, 
performance  and  fuel  efficiency. 
A  sufficiency  in  any  one  necessi- 
tating a  corresponding  insuffi- 
ciency in  another. 

And  in  the  face  of  this,  the 
BMW  seems  all  the  more  re- 
markable for  requiring  no  com- 
promise whatsoever. 

Round  a  particularly  sticky 
curve  and  the  legendary  BMW 
suspension  system— indepen- 
dent on  all  four  wheels— flexes 
.with  an  uncanny  resiliency  that 
makes  one  feel  as  if  the  car 
were  built  into  the  roadway.  A 
sensation  that  results  from  highly 
advanced  suspension  technology 
and  the  virtually  perfect  integra- 
tion of  man  and  machine. 

The  BMW  power  plant — 
whether  4  or  6  cylinder— has  long 
been  a  model  for  modern  design. 
Press  the  accelerator  and  the  f  uel- 


injected,  overhead  cam  engine 
responds  in  a  manner  that  can 
only  be  described  as  exhilarating. 

Yet,  the  320i  (with  5-speed 
standard  transmission)  delivers 
an  impressive [23  EPA  estimated 
mpg,  36  estimated  highway 
mileage  and,  based  on  these  fig- 
ures, an  estimated  mpg  range  of 


383] miles  and  a  highway  range 


of  551  miles. 

(Naturally  our  fuel  efficiency 
figures  are  for  comparison  pur- 
poses only.  Your  actual  mileage 
and  range  may  vary,  depending 
on  speed,  weather  and  trip 
length.  Your  actual  highway  mile- 
age and  highway  range  will  most 
likely  be  lower.) 

And,  while  the  BMW  provides 
as  long  a  list  of  luxury  items  as 
one  could  sanely  require,  its  lux- 
ury is  purposefully  engineered  to 
help  prevent  driver  fatigue. 

Vital  controls  are  within  easy 
reach;  the  tachometer,  speed-, 
ometerand  ancillary  instruments 
are  well-marked  and  easy  to  read. 

Its  front  seats  are  designed 
to  hold  their  occupants  firmly  in 
place,  and  are  so  thoroughly  ad- 
justable that  it  is  all  but  a  mathe- 
matical impossibility  not  to  find 
a  comfortable  seating  position. 


SAFETY  BEYOND  STURDY 
BUMPERS. 

At  BMW,  automotive  safety 
was  of  primary  concern  long 
before  the  first  bumper  law  was 
written. 

The  passenger  compartment 
is  encased  in  a  solid  steel  "cage." 
So  strong  is  this  construction 
that  the  car  could  be  dropped  on 
its  nose  from  the  fourth  floor  of  a 
building  without  significant  dam- 
age to  the  compartment  itself. 

Yet  with  all  its  sheer  strength 
—its  computer-programmed 
"crush  zones,"  its  double-braking 
systems— the  BMW  features  a 
safety  device  even  more  estimable. 

Its  exceptional  responsiveness 
and  handling  characteristics  give 
it  the  ability  to  avoid  accidents 
as  well  as  merely  survive  them. 

All  in  all,  in  a  time  of  lowered 
automotive  expectations,  amidst 
increasing  mediocrity,  the  engi- 
neers at  BMW  have  actually 
improved  the  BMW. 

If  you'd  care  to  judge  for 
yourself,  telephone 
your  nearest  BMW 
dealer  to  arrange  a 
thorough  test  drive 
at  your  convenience. 
THE  ULTIMATE  DRIVING  MACHINE. 

BMW,  MUNICH,  GERMANY 
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Branifflntl                             474              408         732  163 
C  F  Rraurt                                270                 61          225  206 
Briggs  &  Stratton                    137              640         728  115 
Bristol  Myers                        133              431         765  130 
Brockway  Glass                     795              749         703  200 

Circle  K                               234              393         150  99 
CIT  Financial                        701              796         609  210 
Citicorp                                 413              487         996  210 
Cities  Service                        851              742         521  67 
Citizens  &  Southern  NB           964              963         939  210 

Brooklyn  Union  Gas               704              781         594  152 
Brown-Forman  Dist                527              530         129  145 
Brown  Group                        707              765         587        92,  176 
Browning  Ferris  Inds               759              787         374  115 
Bruno's                                   95                83           14  99 

City  investing                       623              575         184  106 
City  Stores                          1024              998         433  176 
Clark  Equipment                   434              575         659  76,115 
Clark  Oil  &  Refining              501              487         177  67 
Cleveland  Elec  Ilium              629             848         918  152 

Brunswick                            813              847         819        106,  184 
Bucyrus-Erie                          238               175         878  115 
BunkerRamo                       950              759          53  190 
Burlington  Inds                     915              867         908  92 
Burlington  Northern               965              201         751  163 

Clorox                                227              731         684  92 
Ciuett,  Peabody                     842              171         379  92 
CNA  Financial                      244               **         119  210 
Coachmen  Industries               69               41         317  184 
Coastal  States  Gas                 593              581          93  152 

Burroughs                              523              353         931  170 
Business  Men's  Assur             776              190         153  210 
Butler  Manufacturing             342             403         534  206 
Cabot                                 688              500          96  137 
Cal  Maine  Foods                   499              374         618  99 

Coca-Cola                               98              528         847  145 
Coca-Cola  Bottling  NY            836              884         806  99 
Colgate-Palmolive                 369              572       1023        92,  130 
Collins  &  Aikman                 560              651         611  92 
Colonial  Penn  Group               42             206         988  210 

Caldor                                  99              195          73  176 
Cameron  Iron  Works               102               59         339        1 15 
Campbell  Soup                      474              631         917  145 
Campbell  Taggart                   303              399         301  145 
Cannon  Mills                        917              664         420  92 

Colt  Industries                      305              244         315  196 
Columbia  Gas  System             718              810         661  152 
Columbia  Pictures                    2               **           15  184 
Columbus  &  So  Ohio             743              814         598  152 
Combined  Insurance               138              481         322  210 

Capital  Cities  Commun           204               177          160  214 
Capital  Holding  Corp              626              507         980  210 
Carnation                            323              447         977  145 
Carolina  Pwr  &  Lt                 723              790         631  152 
Carpenter  Technology             309              188         188  196 

Combustion  Engnrng              374              439         260  115 
Commercial  Metals                787             895         470  87 
Commonwealth  Edison           814              885         948  152 
Commonwealth  Oil  Rfg         1025              979         688  67 
Computer  Sciences                    8               **           27  170 

Carson  Pirie  Scott                  641              230         200  176 
Carter  Hawley  Hale                656              761         773  176 
Castle  &  Cooke                     609              532         652  145 
Caterpillar  Tractor                 108              222         653  76,115 
CBIIndustries                       189             443         932  115 

ConAgra                                 62                10           46  145 
Cone  Mills                             335                65         162  92 
Congoleum                          424             382           16  206 
Connecticut  General              394              358         639  210 
Conoco                                 271               285         453  67 

CBS                                    104              347         698  214 
Ceco                                     937              937         943  206 
Celanese                              764              467         629  137 
Centex                                236              275          75  206 
Central  &  South  West              559              793         957  152 

Consolidated  Edison               745              504         253  152 
Consolidated  Foods                682             848         532  145 
Consol  Freightways                132              219         382  163 
Consol  Natural  Gas                669              573         553  152 
Consolidated  Papers                280              120         176  200 

Central  Illinois  Lt                  854              930         807  152 
Central  111  Pub  Svc                 682              871         815  152 
Central  Louisiana  Engy           256             465         319  152 
Central  Soya                         737              821         828  145 
Central  Steel  &  Wire              401              141         310  196 

Consumers  Power                  723              753         536  152 
Continental  Airlines               909             293         282  163 
Continental  Corp                   530             424         678  210 
Continental  Group                 705              522         915  200 
Continental  Illinois                431              497         537  210 

Central  Tel  &  Utils                356              624         708  152 
Certain-teed                          516              253         427  206 
Cessna  Aircraft                       323              357          192  124 
CFS  Continental                    832             823         896  99 
Champion  Home                  1016              979        1025  184 

Continental  Tel                     640             834         756  152 
Control  Data                        930              355         127        170,  210 
Cook  United                          982              575         143  176 
Cooper  Industries                    73              103         102  115 
AdolphCoors                         555              586        1027  145 

Champion  Intl                       487              557         447        200,  206 
Champion  Spark  Plug              409              790         875  76 
Charter  Company                    18              119          29  67 
Chase  Manhattan                   832              844         802  210 
Chemical  New  York               741              742         851  210 

Copeland  •                             265              569         330  190 
Copperweld                          454              555         511  196 
Corning  Glass  Works              585              519         566  190 
CPC  International                  255              414         632  145 
Crane                                  202              191         409  196 

Chesebrough  Pond's               220              535         859  130 
Chessie  System                     914              294         919  163 
Chic  &  North  Western            881              901         242  163 
Chic  Pneumatic  Tool               880              886         934  115 
Chicago  Rock  Island              1026              998          **  163 

Crocker  Natl  Corp                  503              575         595  210 
Cross  &  Trecker                      **               84          **  115 
CrouseHinds                        157              226         226  190 
Crown  Central  Petroleum        108               55          77  67 
Crown  Cork  &  Seal                366             349         548  200 

Chromalloy  American            328              630         363  106 
Chrysler                               1015              979         962  76 
Chubb                                369              355         869  210 
Cincinnati  G  &  E                   676             862         870  152 
Cincinnati  Milacron               568               76          99  115 

Crown  Zellerbach                   665              655         675  200 
Crum&Forster                     239             322         296  210 
Culbro                                987             965        1001  130 
Cullum  Companies                538              338         101  99 
Cummins  Engine                   472              362         582  76 

Profitability:  5-Year  Return  on  Equity  Growth:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth 
Stock  Market:  5-Year  Price  Change  "Not  ranked 
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CurticeBurns                         191               197         373  145 
Curtiss-Wright                        899                44         334  106 
Cyclops                               911              754         626  196 
Dan  River                              942               129          158  92 
Dana                                     195              274         237  76 

Entex                                   38              68          76  152 
Envirotech                           848             547         783  115 
Equifax                                  218              846         700  214 
ERC                                      307              240          140  210 
Esmark                                720             653         837         106,  145 

Dart  Industries                      413              307         211  106 
Data  General                          96               34         218  170 
Dayco                                 327              430         576  106 
Dayton-Hudson                      116               67          91  176 
Dayton  Power  &  Light            807              909         885  152 

Ethyl                                     281               516         472  137 
Evans  Products                      362               39          47  206 
Ex  Cell  O                              624              278         224  115 
Exxon                                   449              707         597  67 
Fairchild  Industries                258              124          24  124 

Dean  Foods                           174               71         126  145 
Dean  Witter  Reynolds             599              531         541  210 
Deere                                  297              312         604  76 
DEKALB  AgResearch              317              343        1003  145 
Delmarva  Power  &  Lt             798              896         762  152 

Fairmont  Foods                     925              889         840  145 
Farm  House  Foods                   21               46            5  99 
Farmers  Group                      150              262         608  210 
Fed-Mart                               973              958         992  176 
Fedders                               1020             979         891  92 

Delta  Air  Lines                      432              593         809  163 
Deluxe  Check  Printers              47              271         782  214 
DennisonMfg                       461              438         172  115 
Denny's                               115              123         434  184 
DeSoto                                  783              489         543  206 

Federal  Co                             392              202          167  145 
Federal  Mogul                       380              298         477  76 
Fedl  Natl  Mortgage                 418              554         965  210 
Federal  Paper  Board                840             824         216  200 
Federated  Dept  Stores              513              601         930  176 

Detroit  Edison                       878              891         655  152 
DETROITBANK  Corp             554               574         451  210 
Dexter                                  274               180         178  137 
Diamond  Intl                        622              767         628  200 
Diamond  Shamrock                112              168         407  137 

Ferro                                     455              624          519  206 
Fidelcor                               991              975        1021  210 
Fieldcrest  Mills                     444              236         223  92 
Firestone                             997              974        1017  76 
First  Bank  System                   505              637         890  210 

Dibrell  Brothers                     650              376         406  145 
Di  Giorgio                             920              748         234        99,  145 
Digital  Equipment                 357               57         190  170 
Dillard  Dept  Stores                 852              754         499  176 
Dillingham                           889              161         398  106 

First  Charter  Finl                   500             333         614  210 
First  Chicago  Corp                 693              686         967  210 
First  City  Bancorp                  450             480         422  210 
First  Intl  Bshs                       343              459         828  210 
First  Natl  Boston                   826             835         883  210 

Dillon  Companies                   71              186         558  99 
Walt  Disney                          719              315         547  184 
R  R  Donnelley  &  Sons            542             466         726  214 
Dorchester  Gas                       32               31         219  67 
Dorsey                                726              523         199  200 

First  Natl  Supermkts                **              966          **  99 
First  Penna  Corp                    924              951         991  210 
First  Wisconsin  Corp              887              860         443  210 
Fischbach  &  Moore                555              765         864  206 
Fisher  Foods                           829              925         944  99 

Dover  Corp                            94              227         137  206 
Dow  Chemical                       118              253         894  137 
Dow  Jones                             26              464         367  214 
DPF                                        **                 **         353  145 
Dravo                                   595              370         480  206 

Fisher  Scientific                     639              114         175  115 
Fleetwood  Enterprises             591              671         968  184 
Fleming  Companies                323              513         621  99 
Flickinger                             510             423         410  99 
Flintkote                             797              526         112  206 

Dresser  Industries                   156              144         380  115 
Duke  Power                          735              745         663  152 
Dun  &  Bradstreet                    92              563         485  214 
ElduPont                             507              700         805  137 
Duquesne  Light                      848               931         857  152 

Florida  Power                        632              759         461  152 
Florida  Power  &  Lt                  676               719         656  152 
Flowers  Industries                  199              327         258  145 
Fluor                                     105                56          145  206 
FMC                                     575               412         428  106 

Dynalectron                         960              927,         103  206 
E-Systems                              135                90           33  124 
Eagle  Picher  Inds                   336              445         273  115 
Earth  Resources                      27               38         340  67 
Easco                                    292              462         452  76 

Food  Fair                              1021                **          998  99 
Foodarama  Supermkts             747                          756  99 
Ford  Motor                            459              428         873  76 
Foremost  McKesson               343              608         361  99 
Fort  Howard  Paper                    40                98         309  200 

Eastern  Air  Lines                   922               *  *         545  163 
Eastern  Gas  &  Fuel                 478              429         555  67 
Eastman  Kodak                     260              695         986  184 
Eaton                                  468              676         506  76 
Echlin  Manufacturing             201              380         730  76 

Foster  Wheeler                      157              126          60  115 
Foxboro                               437               89         376  115 
Franklin  Mint                         128              370        1029  184 
Frederick  &  Herrud                582              851         222  145 
Freeport  Minerals                   601              707         351  137 

JackEckerd                            258              265         559  176 
Economics  Laboratory             304              361         949  92 
Edison  Bros  Stores                   60              121         149  176 
EG&G                                 169              134         250  190 
El  Paso  Company                   766              920         525  152 

Fruehauf                                476              458         542  76 

r,.,.,,.,  in,:,.,..'                                                                        fiAO                114  IDA 

ruqua  industries                      sdj               00/          10*1  iuo 
GAF                                     979              954         799  106 
GambleSkogmo                    879              888         818  176 
Gannett                               207              301         529  214 

Emerson  Electric                    191              482         788  190 
Emery  Air  Freight                    11              351         900  163 
Emhart                                295              282         370  115 
Engelhard  Minerals                   63              205         348  87 
ENSERCH                              540              785         670  152 

Garfinckel  Brooks  Bros           620              675         449  176 
Gas  Service                          792              817         602  152 
Gates  Leariet                          79               91          28  124 
GATX                                   870              921          791  115 
GEICO                                  981               979        1026  210 

Profitability:  5-Year  Return  on  Equity.  Growth:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth. 
Stock  Market:  S  Year  Price  Change.  "Not  ranked 
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KNOWING  HL 

COULD  DOUBLE. 


DID  YOU  H 

Business  today  is  held  together  by  its  communication  system. 

And  listening  is  undoubtedly  its  weakest  link. 

Most  of  us  spend  about  half  our  business  hours  listening.  Listening 
wrly.  Research  studies  show  that  on  the  average  we  listen  at  a  25% 
vel  of  efficiency. 

A  statistic  that  is  not  only  surprisingly  low,  but  terribly  costly. 

With  more  than  100  million  workers  in  America,  a  simple  ten 
Alar  listening  mistake  by  each  of  them  would  cost  a  billion  dollars. 

Letters  have  to  be  retyped;  appointments  rescheduled;  shipments 
shipped. 

And  when  people  in  large  corporations  fail  to  listen  to  one  another 
\e  results  are  even  costlier. 
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[THE  EFFICIENT 
)N  BUSINESS. 

MR  THAT? 


Ideas  get  distorted  by  as  much  as  80% as  they  travel  through  the 
unwieldy  chain  of  command. 
tern      Employees  feel  more  and  more  distant,  and  ultimately  alienated 
To  \rom  top  management. 

Well,  as  one  of  the  world's  largest  corporations— with  87,000 
mployees  and  five  divisions-we  at  Sperry  simply  cant  afford  to  pay  th 
mce  of  poor  listening. 

So  we've  set  up  extensive  listening  programs  that  Sperry  personne 
hroughout  the  world  can  take  part  in.  From  sales  representatives  to 
omputer  engineers  to  the  Chairman  of  the  Board. 

These  programs  are  making  us  a  lot  better  at  listening  to  each  othe 
And  when  you  do  business  with  Sperry  Univac,  or 

any  of  our  other  divisions,  youll  discover  that 
they  re  making  us  a  lot  better  at  listening  to  you. 

^SPERRY 

We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  HoUandfarm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  Fiight  Systems. 


?nts 
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~R>  ORPer  us  mum 


How  efficient  a  listener  are  you] 
Write  to  Sperry,  Dept.  4C,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019, 
for  a  listening  quiz  that's  both  fun  and  a  little  surprising. 
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Gelco                                  159               58          82  163 
General  Cinema                      182              287           84  184 
General  Dynamics                 550              138           71  124 
General  Electric                      231               559         764        92,  106,  190 
General  Foods                        296              426         561  145 

Heublein                             347             525         745  145 
Hewlett-Packard                    302             174         510         170,  190 
Hilton  Hotels                        139              66          25  184 
Edward  Hines  Lumber             904             751         612  206 
Hobart                                536             721         689  115 

General  Host                         1010              979         203  145 
General  Instrument                 753               170           45  190 
General  Mills                        308              373         850  145 
General  Motors                     211              495         642  76 
General  Public  Utils                845              882        1011  152 

Holiday  Inns                         831              805         244  184 
Honeywell                             698              536         201         170,  190 
Hoover  Co                             834              893         791  92 
Hoover  Universal                   122              317         307  76 
George  A  Hormel                   557              562         460  145 

General  Refractories              1003              971         633  115 
General  Reinsurance               149              199         904  210 
General  Signal                        466              335         269  115 
General  Tel  &  Elec                  481               648         664        152,  190 
Genl  Tire  &  Rubber                681              613         504        76,  106 

Hospital  Corp  of  Am               284               153           57  130 
Host  International                  386              662         411  184 
Household  Finance                 434              653         706  176,210 
Houston  Industries                568              712         823  152 
Houston  Natural  Gas               45               77         360  152 

Genesco                             1022              998         867        92,  176 
Genuine  Parts                       164              340         676  76 
Georgia  Pacific                      262              392         662        200,  206 
Gerber  Products                      415              642         533  145 
Getty  Oil                             544              302         575  67 

Houston  Oil  &  Minerals             4               20         308  67 

¥  f    1  ¥  1                                                              /                                     r  in                    l  ">  ¥                  1  o  A 

Howard  Johnson                    618              549         123  184 
Hughes  Tool                           321                93         490  115 
Humana                                229               102            4  130 
E  F  Hutton  Group                   120              115         227  210 

Giant  Food                           389              370         279  99 
Gifford  Hill                            653              629         336  206 
Gillette                               334              839         933  130 
Gino's                                   574              678         525  184 
Girard                                 777              802         658  210 

Hyster                                  202               133          144  76,115 

i f  •  *  .  i      .  -  ■                                        ons                    jinn             i  in            \ c\ /_    i  /'  i 
1L  Industries                             896                600          442         106,  163 

Ideal  Basic  Inds                     394              394         577  206 

Idle  Wild  Foods                     241              233         256  145 

Illinois  Power                       662             870         902  152 

GK  Technologies                   582              607         267  87 
Godfrey                                 485              451         346  99 
Goldblatt  Brothers                1004              977         942  176 
Golden  State  Foods                 152              162         654  99 
BF  Goodrich                          946              734         729  76 

Illinois  Tool  Works                 346              543         714  115 
Imperial  Corp  ot  Am               398              ZOo         IVi  Z1U 
INA                                      636              637         739  210 
IncoLtd                                 916              946         969  87 
Indianapolis  Pwr  &  Lt             588              812         630  152 

Goodyear                             884              866         952  76 
Gordon  Jewelry                     457              322         206  176 
Gould                                   396              406         424  190 
W  R  Grace                           608              505         638        106,  137 
WW  Grainger                         195              263         501  190 

Ingersoll  Rand                       488              718         994  115 
Inland  ateel                            801               7  io         946  19o 
Insilco                                 415              592         394  92 
Intel                                     31               27          41  190 
Interco                                  519              657         503  92 

Graniteville                           906              873         643  92 
Gray  Drug  Stores                   729              697         445  176 
Great  Atl  &  Pac  Tea               1013              998         899  99 
Gt  Northern  Nekoosa             533              405         423  200 
Gt  Western  Financial              543              314         505  210 

Interlake                               858              674         812  196 
IBM                                           140                436          721  l/\J 
Intl  Flavors  &  Frag                  130              415         985  130 
Intl  Foodservice                    1027              979         956  99 
Intl  Harvester                       772             352         564  76 

Greyhound                            699              832         759        145,  163 
Grumman                            514               **         538  124 
Gulf  &  Western  Inds                189               180         566  106 
Gulf  Oil                                 711               726         494  67 
Gulf  Resources  &  Chem           521               694         735  87 

Intl  Minerals  &  Chem              41               35         737  137 
Intl  Multiioods                       529              476         502  145 
International  Paper                367              270         922  200 
Intl  Tel  &  Tel                        843              860         623  106 
Interpace                              619              310         416  206 

Gulf  States  Utils                     769              878         923  152 
Gulf  United                          621              788         229  210 
Halliburton                            90               81         622  206 
Hammermill  Paper                 866              689         665  200 
Handy  &  Harman                   186              217         259  87 

Interpublic  Group                   113              192          69  214 
Ipwa  Beei  Processors                136               110         100  145 
Irving  Bank  Corp                    673              620         603  210 
Itel                                     461               88         895  170 
IU  International                     957              949         733  106 

Hanna  Mining                        552              471         760  196 
Hannaford  Bros                       386              485         704  99 
Hanover  Insurance                 261              291         105  210 
Harcourt  Brace  Jovan               612              730         475  214 
Harnischfeger                       684              434         546  115 

Jefferson  Pilot                         602               501          916  210 
Jewel  Companies                    774              789         786  99 
Jim  Walter                           359             432         804  206 
Johns  Manville                       732              657         853  206 
Johnson  &  Johnson                 250              412         971  130 

Harris  Bankcorp                      769              738         859  210 
Harris  Corp                            438              296           42  115,190 
Harsco                                  271               299         235  115 
Hart  Schaffner  &  Marx             912               812         666  92 
Hartfield  Zodys                     439               **           38  176 

Johnson  Controls                   217              187          67  115 
Jonathan  Logan                     "0/              V44  ail 
Earle  M  Jorgensen                  282             257         414  196 
Joy  Manufacturing                 402              220         743  115 
Kmart                                 199              195         907  176 

G  Heileman  Brewing                 61               179           48  145 
H  J  Heinz                              441               289         727  145 
Walter  E  Heller  Intl                 578              783        1004  210 
Hercules                                699              798         982  137 
Hershey  Foods                      267             340         357  145 

Kaiser  Alum  &  Chem              576              211         285  87 
Kaiser  Steel                          896              511         754  196 
Kane-Miller                           949               915         797  145 
Kaneb  Services                         52              255         408  67 
Kansas  City  Pwr  &  Lt              816              859         833  152 

Profitability:  5-Year  Return  on  Equitv  Growth:  Wear  Compounded  Annual  Earnings  Per  Share  Growth. 
Stock  Market:  5  Year  Price  Change.  "Not  ranked 
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Where  to  Find  the  Company 


Rank 

Rank 

Industry 
Stock  Survey 

Company                          Profitability    Growth   Market  Page 

Industry 
Stock  Survey 

Company                          Profitability    Growth   Market  Page 

Kansas  Power  &  Light             664              827         896  152 
Kaufman  &  Broad                  926              583         335  206 
Kay                                     161                13         145  145 
Kellogg                                 36             335         838  145 
Kellwood                             876              924         825  92 

Martin  Marietta                      459              469         320  106 
Maryland  Cup                       632             471         292  200 
Masco                                  93              165         691  206 
Masonite                             665             808         718  206 
Massey  Ferguson                   1017              979        1016  76 

Kemper  Corp                        154              211         152  210 
Kennecott  Copper                   999              976        1009  87 
Kentucky  Utilities                 830             875         778  152 
Kerr  Glass  Mfg                       442               136        1013  200 
Kerr  McGee                         469              391         974  67 

Mattel                                  10               '*         134  184 
May  Dept  Stores                     592              447         672  176 
Oscar  Mayer                         453              616         456  145 
Maytag                                 46             668         776  92 
MCA                                    89               80         138  184 

Keystone  Consolidated            989              940        1019  196 
Walter  Kidde                         579              143         205  106 
Kimberly  Clark                      232               118         644  130,200 
Kings  Dept  Stores                   216             442         413  176 
Knight  Ridder  News               442              369         239  214 

McCormick  &  Co                  436              417         692  145 
J  Ray  McDermott                    146                86         861  206 
McDonald's                           67              111         763  184 
McDonnell  Douglas               643              772         207  124 
McDonough                          314             346         168  92 

Knudsen                                822              854         233  145 
Koehring                               901              499          134  115 
Koppers                               320              223         372  106 
Kraft                                     420               510         817  145 
Kroger                                   597               419         384  99 

McGraw-Edison                     576              537         436  190 
McGraw-Hill                             274                309           154  214 
McLean  Trucking                   411              673         682  163 
McLouth  Steel                      985              614        1020  196 
Mead                                  228              127         325  200 

Kuhn's  Big  K  Stores                771              852         439  176 
Laclede  Gas                          628              752         681  152 
Lane  Bryant                          750             830         701  176 
Lear  Siegler                           142              106          87        106,  190 
Leaseway  Transportation           87              252         354  163 

Mellon  National  Corp             794              698         685  210 
Melville                                  35               193          161        92,  176 
Memorex                               **                **           10  170 
Mercantile  Stores                   451              498         781  176 
Merck                                  55             478         913  130 

Levi  Strauss                             13                32           31  92 
Levitz  Furniture                     734               710         202  176 
Libbey  Owens  Ford                589              746         617  76 
Liberty  Natl  Life                    673              622         978  210 
Liggett  Group                         835              829         694        130,  145 

Meredith                             422               50         187  214 

mm         '11  t_._„1_   o,        „                                CjIC                           //l                 /in  Tin 

Merrill  Lynch  &  Co                 565              663         649  210 
MGM                                   42               23          63  184 
Metromedia                           84               73           12  214 
Fred  Meyer                           340             280         314  99 

Eli  Lilly                                 148               517         958  130 
Lincoln  Natl  Corp                  751              636         615  210 
Liquid  Air  of  No  Ainer             426              344         926  137 
Litton  Industries                    970             324           11  106 
Lockheed                                3               *•           55  124 

Michigan  National                 336             455         462  210 
Middle  South  Utils                  721               856         927  152 
Midland  Ross                       470              154         141  115 
Minnesota  Gas                      444              699         800  152 
Minn  Mining  &  Mfg                177              537         906  106 

Loews                                   131               147          182        130,  184 
Lone  Star  Industries                676              632         395  206 
Long  Island  Lighting               615              818         761  152 
Longs  Drug  Stores                  121              304         856  176 
Longview  Fibre                     347              551         214  200 

Missouri  Pacific  Corp               44              216         305  163 
Mobil                                    524              639         304  67 
Modern  Merchandising             88               62          22  176 
Mohasco                               958              922         935  92 
Monfort  of  Colorado                968              792         524  145 

Louisiana  Land                       65              692         528  67 
Louisiana-Pacific                   384              594         343        200,  206 
Louisville  Gas  &  Elec             790              878         901  152 
M  Lowenstein                      1005              979         909  92 
Lowe's  Companies                  176              386         941  99 

Monsanto                            471              475         744  137 
Moore  Corp                             288               627         1010  1/U 
Moore  McCormack  Res           243               21         183  163 
1 P  Morgan  &  Co                   455              566         964  210 
Morrison  Knudsen                  539              107         221  206 

LTV                                    955               *  *         981        106,  196 
Lubrizol                                77              381         785  137 
Lucky  Stores                          72              506         437  99 
Lukens  Steel                         876              540         884  196 
Macmillan                           931              626         114  214 

Morse  Shoe                          244              122          21  176 
Morton-Norwich                     848              883         369  130 
Motorola                               598               518         758  190 
Munford                                990              969         606  99 
GC  Murphy                          963              928         789  176 

RHMacy                              514              368          191  176 
Magic  Chef                          857              727         468  92 
Mallinckrodt                         215              210         928  137 
Malone&Hyde                     205              330         625  99 
Manhattan  Industries             599                 7         262  92 

Murphy  Oil                            579              564          106  67 

«  7    l  •                                                                               ini                               -f)l                   r  in                 1  A  O 

Nabisco                                 293              d87         540  145 
Nalco  Chemical                      78              318         605  137 
Nash  Finch                           298              399         719  99 
Nashua                                521              689         690  170 

Manufacturers  Hanover           509              590         858  210 
Manufacturers  National           590              644         578  210 
MAPCO                                30              125         862  67 
Marathon  Mfg                       171                11            9  115 
Marathon  Oil                         355              454         284  67 

National  Airlines                   986             964          79  163 
National  Can                        782              776         459  200 
Natl  Convenience  Strs             214              137          52  99 
Natl  Detroit  Corp                   656              645         498  210 
National  Distillers                 634              451         570        106,  145 

Marine  Midland  Banks            972              960         871  210 
Marriott                                667              374         356  184 
Marsh  &  McLennan  Cos            14              389         707  210 
Marsh  Supermarkets               439              258         527  99 
Marshall  Field                        913              906         882  176 

National  Fuel  Gas                  820             795         711  152 
National  Gypsum                   695              507         463  206 
National  Kinney                   1028              979         204  106 
Natl  Semiconductor                116               77         266  190 
National  Svc  Inds                    378              724         323  106 

Profitability:  5-Year  Return  on  Equity  Growth:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth 
Stock  Market:  5-Year  Price  Change  "Not  ranked 
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You  gain. 

Puerto  Rico  offers  you  the  best  "bottom-line" 
tax  structure  in  the  United  States! 

fact:  Lowest  taxes  under  the  U.S.  flag, 
fact:  Your  first  $100,000  net  profit-tax  free. 

fact:  You  could  earn  $1,000,000  in  profit... and  pay  only  $26,000  in  taxes. 

fact:  $1,935,000,000  in  American  business  profits  in  1978  - 
up  46%  in  two  years. 

We  gain* 


Puerto  Rico  is  attracting 
more  American  businesses  than  even 

fact:  Since  1977,  an  additional  386  American  businesses  opened  subsidiaries. 

fact:  Since  1977,  over  23,000  new  jobs  have  been  created  on  the  island. 

fact:  Since  1977,  $600,000,000  (the  most  ever)  has  been  invested  in 
roads,  ports,  communications. 

fact:  Since  1977,  Puerto  Rico's  net  income  has  grown  to  $7,748,600,000  - 
ahead  of  13  mainland  states. 


Puerto  RicoJJlSA. 

The  ideal  second  home  for  American  Business. 


A  partnership  that  works 

For  more  information:  Write  us  on  your  company  letterhead,  Puerto  Rico  Economic  Development  Administration, 
Dept.  FB-5 ,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019. 
Or  call  us,  toll  free  (800)  223-0699  ext.  228 

©  1979  Puerto  Rico  Economic  Development  Administration 


Where  to  Find  the  Company 


Rank 

Rank 

Industry 
Stock  Survey 

Company                          Profitability    Growth   Market  Page 

Industry 
Stock  Survey 

Company                          Profitability    Growth   Market  Page 

National  Standard                  711              611         826  196 
National  Steel                       935              899         973  196 
National  Tea                         1012              998         741  99 
Nationwide  Corp                   855              571         333  210 
Natomas                                183               108         287  67 

Parker  Pen                            101              112          68  184 
Parsons                                 15               54          37  206 
Pay  Less  Drug  (Cal)                798             855         370  176 
Pay  Less  Drug  NW                 237             275          95  176 
Pay'nSave                             206               184         299  176 

NCNB                                  684              763         590  210 
NCR                                     368                30          159  170 
New  England  Electric             705              770         657  152 
New  England  G  &  E               629              736         641  152 
N  Y  State  Elec  &  Gas               742               815         770  152 

Peabodylntl                         562              313         513  115 
Peavey                                672             682         568  145 
Penn  Dixie  Inds                    1014              979         889  206 
Penn  Traffic                           382              283         465  99 
PennCorp  Financial                826              560         118  210 

New  York  Times                     650              709         330  214 
Newmont  Mining                   898              939         668  87 
Niagara  Frontier  Services           54                85          132  99 
Niagara  Mohawk  Power           775              825         680  152 
NICOR                                  464              705         600  152 

I C  Penney                             645              685        1002  176 
Pa  Power  &  Light                    667              797         855  152 
Pennwalt                             557              281         588  137 
Pennzoil                               82              248         312  67 
Peoples  Drug  Stores                 839               712         235  176 

AC  Nielsen                           229              397         493  214 
NL  Industries                        778              777         337  106 
NLT                                   755              561         633  210 
NNCorp                               690              794          155  210 
Norfolk  &  Western  Ry              788              256         848  163 

Peoples  Gas                          447              634         623  152 
PepsiCo                                 168              360         574  145 
Perini                                 923               74         251  206 
Perkin-Elmer                         464              386         467  190 
Petrie  Stores                           24              156         619  176 

Norin                                    867                97           89  145 
Norris  Industries                    172              331         189  206 
North  American  Coal              311              139         378  67 
North  Amer  Philips                573             359         507  190 
Northeast  Utilities                  815              887          710  152 

Petrolane                               85              206          78  67 
Pfizer                                  315              581         854  130 
Phelps  Dodge                        977             967         970  87 
Phila  Electric                        863              907         811  152 
Philadelphia  Natl                   727             809         768  210 

No  Indiana  Pub  Svc                 764              908         945  152 
Northern  Natural  Gas              248              286         535  152 
No  States  Power                     631               799         771  152 
Northern  Trust                       731               714          919  210 
Northrop                                 97                74         130  124 

Philip  Morris                          124              250         755  130 
Philips  Industries                   961              904         383  184 
Phillips  Petroleum                 226              194         425  67 
Phillips  Van  Heusen                969              843         268  92 
Pillsbury                               403              406         515  145 

Northwest  Airlines                 864               594         401  163 
Northwest  Bancorp                 488              546         686  210 
Northwest  Energy                   318              437          170  152 
Northwest  Industries              178              157         209  106 
Northwestern  Steel                656              863         995  196 

Pioneer  Corp                          27              113         164  152 
Pioneer  Hi  Bred  Intl                 75              135         808  145 
Pitney-Bowes                         249                49         417  170 
Pittsburgh  National                 607              665         589  210 
Pittston                                 107              277         774  67 

Norton                                  561              402         281  115 
Norton  Simon                        524              649         713  145 
Nucor                                   39              100          34  196 
NVF                                     484              491           44  196 
Occidental  Petroleum              290              477         440  67 

Pneumo  Corp                       476                 3          64  99 
Polaroid                               812              597         813  184 
HK  Porter                             634                28         539  115 
Portland  Genl  Elec                 869              923         912  152 
Potlatch                               352              163         358  200 

Ogden                                   266              229         392  106 
Ohio  Casualty                        102              327         393  210 
Ohio  Edison                           785               913          814  152 
Oklahoma  Gas  &  Elec             756              889         993  152 
Oklahoma  Natural  Gas             163              307          517  152 

Potomac  Elec  Power               823              864         841  152 
PPG  Industries                      687              514         583        106,  206 
Procter  &  Gamble                  253              558         966        92,  130 
Provident  Life  &  Acc              256             292         447  210 
Public  Service  Colo                 841               914         898  152 

Olin  Corp                              740                  2         430  106 
Olympia  Brewing                    902              757         712  145 
Outboard  Marine                    871               894         937  184 
Outlet                                   448              246          210  214 
Owens  Corning  Fbrgls            250              164         523  206 

Public  Service  Indiana             495              706         868  152 
Public  Svc  Elec  &  Gas              778              850         627  152 
Pueblo  International              1011              979         746  99 
Pullman                              648             457         683  115 
Purex  Industries                    486              528         481  92 

Owens  Illinois                        778              580         865  200 
Oxford  Industries                    838              778           **  92 
Pabst  Brewing                        919               919        1007  145 
PACCAR                               123               215         215  76 
Pac  Gamble  Robinson              611               683         834  99 

Purolator                               518              842         695  76 
Quaker  Oats                         495              555         472  145 
Quaker  State  Oil                     415              740         893  67 
Questor                                 980              936         483  76 
Rainier  Bancorp                     478              327         186  210 

Pacific  Gas  &  Elec                  788              865         877  152 
Pacific  Lighting                      784              770         716  152 
Pacific  Pwr  &  Lt                     711               828         798  152 
Pacific  Resources                    322              242         313  67 
Paine  Webber                         301                64         212  210 

Ralston  Purina                       360              470         961  145 
Kamada  Inns                          vol              VSU          ivo  IB'* 
Rapid  American                    861              140         220        92,  176 
Rath  Packing                       1029              979         593  145 
Raychem                             467               60         581  190 

Pamida                                 954              947         939  176 
Pan  Am  World  Airways            945                *  *         303  163 
Panhandle  Eastern                 290              539         518  152 
Parker  Drilling                       57               40         122  206 
Parker  Hannifin                     310             449         257  115 

Raymond  Intl                        147               12         321  206 
Raytheon                             167              168         124  106,124,190 
RCA                                     375               159         492        92,  190,  214 
Reeves  Brothers                     710             567         389  92 
Reichhold  Chemicals              895              830         881  137 

Profitability:  5-Year  Return  on  Equity  Growth:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth. 
Stock  Market:  5-Year  Price  Change.  "Not  ranked 
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Reliance  Electric                     76              251           61  190 
Reliance  Group                       988                  1           23  210 
Republic  Finl  Svcs                  233              468          97  210 
Republic  Natl  Life                  526             420          66  210 
Republic  of  Texas                   372              382         471  210 

Service  Merchandise                   9                17            2  176 
Shearson  Hayden  Stone             51                14          40  210 
Shell  Oil                                422              379         429  67 
ShellerGlobe                        384              484         509  76 
Sherwin  Williams                   982              956        1000  206 

Ti? 

145 
206 
99 
210 

r     Republic  Steel                        944               764         887  196 
Reserve  Oil  &  Gas                   508              203           50  67 
RevcoDS                            209              218         289  176 
Revere  Copper                        976              775         507  87 
Revlon                                 143              303         549  130 

Shopwell                               994               961         293  99 
Sigmor                                  91              224         128  67 
Signal  Companies                  638              171         107        76,  106 
Signode                                 497               615         824  115 
Singer                                1019              979       1005        92,  106 

176 
152 
137 
67 
176 

t     Rexnord                                282              227         329  115 
R  J  Reynolds  Inds                   184              647         849  130 
Reynolds  Metals                    781              235         491  87 
Richardson-Merrell                 501              623         720  130 
Riegel  Textile                        568              244         404  92 

Skyline                                  819              942        1015  184 
A  O  Smith                             883              453         418  76 
Smith  International                 100                47          194  115 
SmithKline  Corp                      29              247          111  130 
Snap-On  Tools                        81              243         386  76 

152 
145 
206 
190 
176 

Rite  Aid                                 197               155          108  176 
RLC  Corp                                58                  4           54  163 
Roadway  Express                    126              345         947  163 
Robertshaw  Controls              886              837         550  190 
HH  Robertson                        648               548         457  206 

Sonoco  Products                    376              316         271  200 
So  Carolina  E  &  G                  711              841         670  152 
Southeast  Banking                 867              910         696  210 
Southern  Calif  Edison             739              773         740  152 
Southern  Company                823              903         795  152 

6' 
130 
87 
152 
210 

AH  Robins                            497              780        1008  130 
Rochester  Gas  &  Elec              801              801         648  152 
Rockwell  Intl                         572              704         476        106,  124 
Rohm  &  Haas                       928              929         953  137 
Rohr  Industries                    1009              979         705  124 

So  Natural  Resources              278              446         396  152 
So  New  England  Tel                795              769         845  152 
Southern  Pacific                     951               811          810  163 
Southern  Railway                  725              489         830  163 
Southern  Union                     426              700         500  152 

130 
184 
67 
92 
145 

Rollins  Inc                            134              474         347  92 
Roper  Corp                           689              261         411  92 
Rose's  Stores                          809              656         454  176 
Royal  Crown  Cos                   548              845         750  145 
Ruddick                               762               25         109  99 

Southland  Corp                       411               354         495  99 
Southwest  Forest  Inds             837              733         217        200, 206 
Southwestern  Life                  530              544         421  210 
Southwestern  Pub  Svc             240             684         787  152 
Sperry                                   547              409         620        106,  170 

152 
145 
170 
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Ryan  Homes                           194              444         599  206 
Ryder  System                        181               53          90  163 
Safeco                                 289              204         556  210 
Safeway  Stores                       406              620         925  99 
Saga  Corp                              644              756         387  176 

Sperry  &  Hutchinson               846               916         497  106 
Springs  Mills                          952              666         591  92 
Square  D                              110              579         722  190 
Squibb                                 421              668         831  130 
AEStaleyMfg                        277               104         338  145 

St  Joe  Minerals                      328              657         573        67,  87 
St  Louis-San  Fran  Ry                948               716         381  163 
St  Paul  Companies                 125              232         793  210 
St  Regis  Paper                       701              590         751  200 
Sambo's  Restaurants               864              945         987  184 

Stanadyne                            333              520         435  115 
Standard  Brands                     410             643         960  145 
Standard  Oil  Calif                  483              602         350  67 
Standard  Oil  Indiana               369              422         530  67 
Standard  Oil  Ohio                  223              109         316  67 

San  Diego  Gas  &  Elec             806              905         779  152 
Santa  Fe  Industries                 890             455         565  163 
Santa  Fe  Intl                         269              101         327  206 
Sav-On-Drugs                       540              491         193  176 
Savannah  Foods                      86                 6         911  145 

Stanley  Works                       517             486         197  92 
Stauffer  Chemical                   188              214         613  137 
Sterling  Drug                         398              774         990  130 
J  P  Stevens                           917              326         820  92 
Stewart  Warner                     537              609         432  115 

Savin                                        6                  9            7  170 
Saxon  Industries                    966              902         248  200 
Schering-Plough                      74              362        1024  130 
Jos  Schlitz  Brewing                947              957       1022  145 
Schlumberger                         23               42         290  190 

Stokely  Van  Camp                 905              687         551  145 
Stone  Container                      527              435         240  200 
Stop  &  Shop                           544              395         531  99 
Storage  Technology                  48               18           18  170 
Strawbridge  &  Clothier           810             564         586  176 

SCM                                     772                70         326  106 
SCOA  Industries                     64                 8          36  92,176 
.    Scot  Lad  Foods                     1006              979         874  99 
Scott  &Fetzer                       173              584         390  106 
Scott  Paper                           792              589         801        92,  200 

Subaru  of  America                     1                            13  76 
Suburban  Propane  Gas            505              610         265  67 
Sun  Chemical                       339              177         121  137 
Sun  Company                       404              514         484  67 
Sunbeam                             627              570         725  92 

Scovill                                   860              933         438  92 
Seaboard  Allied  Milling           615              385         208  145 
Seaboard  Coast  Line               934              819         950  163 
Seafirst                                  429              493         344  210 
Seagram                               888              762         876  145 

Sundstrand                           244               96          94  115 

£ '             r'       J  C-—,!,,^                            AAA                        T £. I                AiQ  OQ 

super  rood  services                444              zoi         4i!>  yy 
Super  Valu  Stores                    50              149          86  99 
Superior  Oil                          752              319         195  67 
Supermarkets  General             293              221         113  99 

GDSearle                            550              900         880  130 
Sears,  Roebuck                      679              747         989  176,210 
Sea  train  Lines                       932              998         274  163 
Security  Pacific                     552              502         366  210 
SEDCO                                 407              272         635  206 

Sybron                                709              700         766  106 
Sysco                                  353              350         278  99 
Talley  Industries                    671              657         649  92 
Tampa  Electric                      568              693         596  152 
Tandy                                     7                16         444        176,  184 

Profitability:  5-Year  Return  on  Equity  Growth:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth. 
Stock  Market:  5  Year  Price  Change.  "Not  ranked. 
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Where  to  Find  the  Company 


Rank 

Rank 

Industry 
Stock  Survey 

Company                           Profitability    Growth    Market  Page 

Industry 
Stock  Survey 

Company                          Profitability    Growth   Market  Page 

Tappan                                  984              898          139  92 
Tecumseh  Products                 312              594         272  115 
Tektronix                             286              130          81  190 
Teledyne                                12               15            6        106,  190 
Tenneco                                361               605         645        67,  106,  152 

Utah  Power  &  Light                767              853         687  152 
UV  Industries                         22               79         238  190 
Valley  Natl  Bk  Ariz                 461              550         405  210 
Varian  Associates                   941              141         171  190 
VFCorp                                389              628         742  92 

Tesoro  Petroleum                   875              952         832  67 
Texaco                                803              918         753  67 
Texas  Commerce  Bshs            326              410         696  210 
Texas  Eastern                         418               618         466  152 
Texas  Gas  Transmn                458              632         403  152 

Va  Electric  &  Power                843              897         784  152 
Vornado                             1000             973          88  176 
VSI                                    278             337          30  115 
Vulcan  Materials                   174              260         300  106 
Wachovia  Corp                       587               616         972  210 

Texas  Instruments                  341              396         796  190 
Texas  Oil  &  Gas                      36               52         174  67 
Texas  Utilities                        647              800         963  152 
Texasgulf                               811               880         905  87 
Textron                                 398              635         514  106 

Wal-Mart  Stores                      25               45          70  176 
Waldbaum                           492             266         241  99 
Walgreen                               582              534         298  176 
Hiram  Walker                        758              821         839  145 
Wallace  Murray                     373              198         120  115 

Thiokol                                 330              268          147  137 
Thriftimart                          943               48         276  99 
Thrifty  Corp                         790              805         302  176 
Tiger  International                  655              723         355  163 
Hmelnc                             347              300         232  214 

Wang  Laboratories                  160              128            3  170 
Ward  Foods                           761              998         557  145 
Warnaco                             1002              978         767  92 
Warner  &  Swasey                   862             460         157  115 
Warner  Communications         144              241          65  184 

Times  Mirror                        208              284         231  214 
Timken                                 548              542         488  115 
Todd  Shipyards                      488               *  *         228  124 
Toledo  Edison                       660             877         886  152 
Toro                                   343              441          85  92 

Warner  Lambert                    429             729         997  130 
Washington  Gas  Light             929              911         571  152 
Washington  Natl  Corp             816              732         291  210 
Washington  Post                     66               82         115  214 
Waste  Management                299              131          62  115 

Tosco                                     5               33          43  67 
Toys  "R"  Us                            **                **           **  176 
Trane                                  747              667         332  206 
Trans  Union                         488              717         936  115 
Trans  World                          955               **         297  163 

Del  E  Webb                          805              551          80        184,  206 
JWeingarten                         971              935         646  99 
Weis  Markets                        178              365         365  99 
Wells  Fargo                           510              401         486  210 
West  Point  Pepperell               818              425         674  92 

Transamerica                         393               151         263        106,  210 
Transco  Companies                391              688          51  152 
Transwaylntl                         242              433         580  163 
Travelers                             520             384         560  210 
TRW                                     223              462         368  106 

Western  Air  Lines                   493              494         777  163 
Western  Bancorp                    579              604         306  210 
Western  Union                      975             874         375  152 
Westinghouse  Electric             729              471         600        106,  190 
Westmoreland  Coal                153              288         667  67 

Turner  Construction               405              749         349  206 
Twentieth  Century-Fox             80                **           49  184 
Tyler                                     114               146          116  115 
US  Air                                 728                99         522  163 
UAL                                     892                94         736  163 

Westvaco                               565              367         426  200 
Wetterau                              353              606         723  99 
Weyerhaeuser                        318              541         910        200,  206 
Wheelabrator  Frye                  383               37         275  115 
Wheeling-Pitts  Steel                993              968         955  196 

Union  Camp                         223              296         637  200 
Union  Carbide                      562              646         951        106,  137 
Union  Electric                        733              837         821  152 
Union  Oil  California               428              545         397  67 
Union  Pacific                         744              239         455  163 

Whirlpool                              300              584         842  92 
White  Consolidated                247              213         352  106 
White  Motor                         1008              979        1014  76 
Whittaker                              717                  5           19  106 
Wickes                                 873              833         516  176 

Uniroyal                              996              970        1018  76 
United  Brands                       992               **         243  145 
United  Energy  Resources           33               24          35  152 
United  Merch  &  Mfrs            1023              979       1028  92 
United  Refining                     386              421          59  67 

Willamette  Inds                    235              364         345        200,  206 
Williams  Companies              859              871         983  137 
Winn-Dixie  Stores                  165              511         794  99 
Wisconsin  Elec  Power             736              739         924  152 
Wisconsin  Gas                      696              782         827  152 

US  Bancorp                           336              404         399  210 
U  S  Fidelity  &  Gty                  110              185         388  210 
United  States  Filter                874               43         283  206 
United  States  Gypsum            534              411         441  206 
US  Home                              377               418           92  206 

Wisconsin  Pwr  &  Lt                707              802         815  152 
Wisconsin  Public  Svc              615              711         651  152 
Witco  Chemical                    363              503         450  137 
FWWoolworth                      753              649         324  176 
WmWrigleylr                        274              520         563  145 

US  Industries                        939              943         230  106 
United  States  Shoe                  407              461         377  92 
United  States  Steel                  938              826         999  196 
United  Technologies               287              104         431        106,  124 
United  Telecom                     315              641         717  152 

Wylain                                  933              934         341  206 
Wyman  Gordon                      193                72         103  124 
Xerox                                   306              652         879  170 
Yellow  Freight  System             127              388        1012  163 
Zale                                      807              742         482  176 

Univar                                  641               671         660  99 
Universal  Foods                      285              366         318  145 
Universal  Leaf                       364              311         247  99 
Upjohn                                213             427         959  130 
USLIFE                                 365              526         402  210 

Zapata                                907              681         419  106 
Zayre                                    899              722          198  176 
Zenith  Radio                          921               948         954  92 
Zurn  Industries                     433              200         185  115 

Profitability:  5-Year  Return  on  Equity  Growth:  5-Year  Compounded  Annual  Earnings  Per  Share  Growth 
Stock  Market:  5-Year  Price  Change  "Not  ranked. 
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The  smart  industry?  and  Wall  Street  money  is  still 
betting  12  different  ways  on  oil,  but  at  the  end  of  the 
mine  shaft,  there s  all  that  coal — and  its  ours. 


Energy 


THE  folks  who  hate  oil  companies  won't  have  nearly  as 
much  fun  in  1980  as  in  1979.  By  the  end  of  this  year,  in 
sharp  contrast  to  last  October,  those  enormous  jumps  in 
profits  will  be  hard  to  find.  Remember  the  headlines — Exxon 
Net  Up  118%,  Mobil  Up  130%,  Sohio  Up  191%— and  all  the 
excitement  they  caused? 

Without  figures  like  those  to  rage  against,  it's  likely  the 
emphasis  will  shift  to  maneuvering  against  OPEC,  and  pre- 
serving and  developing  our  own  energy  sources. 

Not  that  the  oil  industry's  profits  are  about  to  collapse.  Far 
from  it.  With  world  prices  still  climbing  and  decontrol  at  home 
speeding  up,  this  year's  industry  net  is  expected  to  equal  last 
year's.  But  the  factors  that  made  for  1979's  extraordinary 
percentage  gains  won't  be  operating. 

As  for  OPEC,  nobody  really  expects  it  to  show  much  mercy 
for  its  customers.  About  the  best  anyone  can  hope  for  is  that 
OPEC  will  be  able  to  get  its  act  together  and  restore  a  single- 
price  system  in  place  of  the  two-tier-plus-spot-market  system 
that  kept  the  oil  business  in  turmoil  last  year. 

"I  think  the  spread  between  spot-market  prices  and  contract 
prices  creates  a  worrisome  situation,"  says  Ralph  Bailey,  chair- 
man of  Conoco  Inc.  "I  also  feel,"  he  adds  with  one  eye  on  Qom 


and  another  on  Tripoli,  "that  where  production  targets  may  b 
fixed  for  political  rather  than  economic  reasons,  we  can't  b 
certain  about  our  supplies." 

Professor  Morris  A.  Adelman,  an  economist  at  the  Massa 
chusetts  Institute  of  Technology,  has  more  faith  in  OPEC 
business  instincts.  He  says:  "They're  not  ordinary  business 
men,  to  be  sure.  But  more  money  is  what  they  want.  Tb 
lunatic  prices  are  going  to  settle  down  and  the  laggard  price- 
are  going  to  settle  up."  The  OPEC  nations  lose  little  by  cuttin 
production.  The  very  act  tends  to  drive  prices  up.  And  oilmei 
note  that  OPEC  nations  are  increasingly  shifting  productioi 
away  from  set  price  contracts  onto  the  spot  market,  using  tb 
price  of  spot  crude  to  guide  their  output. 

Theodore  Eck,  Standard  of  Indiana's  chief  economist,  be 
lieves  the  world  can  absorb  the  loss  of  1  million  barrels  a  day- 
perhaps  more,  but  not  much  more. 

Speculating  on  the  effect  of  major  supply  losses,  William  C 
King,  director  of  policy  analysis  for  Gulf  Oil,  says,  "It  woul< 
probably  require  that  the  industrial  nations  go  on  the  equiv 
alent  of  a  semiwar  economic  footing  with  everything  allocate^ 
and  proscribed."  King's  best  guess:  spot  shortages  this  year  a 
prices  climb  at  1979's  rate.  That  at  least  will  hold  dowi 


Betting  on  the  COM 


It's  not  a  new  idea,  nor  a  particularly  sexy  one:  Mixing 
pulverized  coal  and  oil  together  to  burn  in  utility  and  indus- 
trial boilers  to  cut  oil  use  was  tested  during  World  War  II.  It 
has  none  of  the  technological  razzle-dazzle  of  synfuels  or  the 
environmental  appeal  of  solar  energy.  But  in  Washington  at 
least,  there  is  a  lot  of  new  interest  in  coal-oil  mixtures, 
called  COM  in  bureaucratese. 

The  Department  of  Energy  is  running  a  test  program,  and 
officials  see  coal-oil  mixtures  as  a  quick  way  to  cut  oil  use. 
"The  coal-oil  mixture  concept  is  near-term  technology.  It 
requires  only  modest  retrofits  of  existing  equipment  and  it 
can  be  introduced  into  the  marketplace  in  two  or  three 
years,"  says  Roger  LeGassie,  DOE's  acting  deputy  assistant 
secretary  for  fossil  energy. 

Utilities  alone  use  about  1.8  million  barrels  of  fuel  oil  a 
day.  DOE  estimates  that  coal-oil  mixtures  could  replace  up 
to  one-third  of  that,  or  600,000  barrels  a  day— about  what 
we  formerly  got  from  Iran.  That's  a  market  for  about  35 
million  tons  of  coal  a  year,  a  cheering  thought  to  the  coal 
industry,  which  has  an  estimated  excess  capacity  of  about 
100  million  tons  a  year. 

National  Coal  Association  Vice  President  Joe  Mullan  cau- 
tions that  converting  an  oil-fired  generating  plant  to  all  coal 
is  expensive  and  time-consuming.  Building  a  new  coal-fired 
plant  can  take  as  much  as  ten  years,  what  with  all  the 
federal  and  state  environmental  rules,  permits  and  approv- 
als needed.  Besides,  why  should  a  utility  scrap  an  oil-fired 


boiler  with  10  to  15  years  of  useful  life  in  it?  But,  says  Cas 
Foster,  DOE's  coal-oil  mixture  program  director,  converting 
an  oil-fired  boiler  to  burn  COM  might  take  the  boiler  out  of 
service  for  only  a  few  months.  Environmental  equipment 
would  have  to  be  added  to  capture  ash,  but  in  most  cases  the 
converted  COM-fired  boilers  would  be  exempted  from  Envi- 
ronmental Protection  Agency  rules  that  require  installation 
of  more  expensive  equipment.  Any  further  environmental 
problems  could  be  resolved  by  adiusting  the  ratio  of  coal  to 
oil  in  the  mixture. 

Still,  says  NCA's  Mullan:  "It's  not  a  simple  pull-the- 
switch-and-it-works  kind  of  thing."  So  far,  only  two  small 
firms — one  in  Kentucky  and  one  in  Pittsburgh — produce 
coal-oil  mixtures  (for  testing  purposes).  Foster  speculates 
that  if  there  were  a  significant  market,  the  major  oil  compa- 
nies that  already  have  established  storage  facilities  and 
distribution  networks  would  jump  in.  Foster  concedes  that 
there  is  still  some  technical  uncertainty  about  the  effect  of 
burning  coal-oil  mixtures  over  a  long  period  of  time.  A 
spokesman  for  General  Motors,  which  has  been  involved  in 
studying  coal-oil  mixtures,  says  that  for  most  potential 
users,  the  price  of  oil  and  questions  about  the  efficiency  of 
burning  the  mix  still  make  it  more  attractive  for  now  to 
stay  with  the  status  quo. 

But  time  is  clearly  on  the  side  of  COM.  Says  NCA's 
Mullan:  "The  economics  are  getting  nearer  the  breakeven 
point.  A  lot  nearer." 
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demand.  Even  with  a  recession,  supply  disruptions — consid- 
ered increasingly  likely — would  probably  spark  more  panic 
buying  by  Japan,  the  European  nations  and  the  U.S.  Adds  King, 
"While  you  can  make  a  scenario  that  it'll  be  a  very  dull  year, 
the  chances  are  that  it'll  be  anything  but." 

The  Aramco  partners  have  been  the  biggest  winners  so  far, 
says  Eck.  "They've  had  lots  of  oil,  and  cheap  oil,  while  the  rest 
of  us  have  been  struggling  along  with  not  ^^^^^^^^^^^m 
so  much  oil  and  paying  a  lot  of  money  for  ^^^HIH^HVHI 
it.  It  is  very  likely  that  some  of  the  ex- 
traordinary profits  that  were  earned  by 
the  Aramco  partners  will  be  largely  elim- 
inated because  of  changes  in  the  Saudi 
price,  which  was  well  below  the  world 
market.  I  think  there's  going  td  be  a 
sharp  reduction  in  overseas  marketing 
and  refining  profits.  Those  companies 
that  have  export  refineries  have  benefit- 
ed very  substantially  from  the  split 
crude-oil  price  system  because  they  sold  ^^^^^^^^^^^H 
products  at  prices  that  approximate  the  spot  market  price." 

How  about  betting  on  the  outcome?  "Oil  stocks?  We  like 
them.  But  we're  flashing  cautionary  signals,"  says  Drexel 
Burnham  Lambert  oil  stock  analyst  Joel  Fischer.  Fischer  looks 
at  how  much  oil  a  company  has  and  where  it  is.  "If  you  have  no 
secure  supply  then  you  have  to  go  on  the  spot  market  and  grit 


"They  [at  OPEC]  are  not  ordi- 
nary businessmen,  to  be  sure. 
But  more  money  is  what  they 
want.  The  lunatic  prices  are 
going  to  settle  down  and  the 
laggard  prices  are  going  to 
settle  up." — MIT  economist 
Morris  A.  Adelman 


your  teeth,"  he  says.  "Iran  is  scaring  hell  out  of  people." 

Domestically?  Gulf's  King  again:  "I  think  it'll  be  pretty 
much  a  status  quo  year.  Our  access  to  offshore  leases  is  not 
moving  forward  as  rapidly  as  it  might.  I  don't  see  any  dramatic 
increase  or  decrease  in  environmental  constraint.  If  the  OPEC 
price  goes  up  a  lot  and  there  are  shortages,  that's  bound  to 
increase  pressures  for  government  control.  Not  that  any  of  this 
is  rational,  but  people  may  get  so  fed  up 
H  that  they  say  this  isn't  working,  any- 
thing else  can't  be  as  bad,  so  let's  try  it." 

This  being  an  election  year  makes 
such  talk  more  than  just  game-playing. 
What  candidate  will  dare  run  in  support 
of  the  oil  industry?  The  candidates  of 
whatever  persuasion  will  as  usual  offer 
simplistic  solutions  to  complicated  prob- 
lems, and  everyone  will  blame  the  oil 
companies  for  something.  Whether  the 
public  will  buy  that  kind  of  demagoguery 
^^^^^^^^^^^m  remains  to  be  seen.  Americans  might 
rather  do  business  with  oil  companies  that  they  perceive  to  be 
greedy  than  with  bureaucrats  whom  they  perceive  to  be  in- 
competent and  inefficient.  Anyhow,  as  Gulf's  King  put  it,  1980 
is  not  likely  to  be  a  dull  year  for  the  oil  industry. 

Natural  gas  supply  is  less  shaky.  One  reason  there's  no 
current  shortage  is  the  dip  in  demand  from  industrial  users. 
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Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

International  Oils 

Phillips  Petroleum 

19.5% 

1 

24.3% 

0.2 

18.6% 

1 

14.7% 

10.5% 

16.6% 

5 

21.6% 

1 

Conoco 

18.5 

2 

24.9 

0.4 

16.2 

2 

13.2 

6.6 

16.5 

6 

17.9 

2 

Occidental  Petroleum 

18.2 

3 

40.5 

0.7 

15.9 

7 

9.4 

4.8 

13.5 

8 

13.0 

3 

Exxon 

15.5 

4 

18.7 

0.2 

14.1 

4 

12.2 

5.0 

17.3 

4 

7.3 

6 

Standard  Oil  Calif 

15.0 

5 

20.6 

0.3 

15  8 

3 

12.4 

6.0 

20.8 

2 

10.4 

4 

Mobil 

14.5 

6 

19.8 

0.4 

14.0 

5 

11.1 

4.1 

22.1 

1 

9.4 

5 

Gulf  Oil 

12.2 

7 

15.6 

0.2 

12.7 

6 

10.4 

5.1 

14.6 

7 

6.7 

7 

Texaco 

10.9 

8 

15.6 

0.3 

11.1 

8 

8.4 

4.2 

20.0 

3 

-2.0 

8 

Medians 

15.3 

20.2 

0.3 

15.0 

11.7 

5.1 

17.0 

9.9 

Other  Oil  &  Gas 

Houston  Oil  &  Minerals 

55.7% 

1 

22.9% 

0.8 

11.0% 

3 

20.0% 

15.8% 

80.2% 

1 

51.1% 

1 

Tosco 

44.8 

2 

112.5 

2.0 

23.5 

23 

11.0 

3.7 

49.8 

4 

39.7 

3 

Charter  Company 

31.9 

3 

111.8 

1.1 

52.4 

7 

16.1 

6.5 

29.2 

13 

26.1 

10 

Ashland  Oil 

31.4 

4 

67.0 

0.6 

27.9 

8 

15.7 

7.8 

17.6 

33 

29.7 

7 

Earth  Resources 

30.2 

5 

24.1 

0.5 

15.2 

20.4 

4.1 

32.4 

11 

37.4 

4 

MAPCO 

29.7 

6 

24.6 

0.8 

12.7 

11 

14.9 

9.7 

30.7 

12 

25.6 

11 

Dorchester  Gas 

29.3 

7 

36.9 

0.7 

20.0 

4 

19.4 

6.9  • 

55.2 

2 

42.0 

2 

Texas  Oil  &  Gas 

28.5 

8 

27.0 

0.8 

13.9 

9 

15.5 

10.8 

50.2 

3 

35.1 

5 

Kaneb  Services 

26.5 

9 

22.4 

1.0 

13.3 

12 

•14.2 

11.7 

34.7 

10 

18.8 

99 

Louisiana  Land 

25.5 

10 

27.3 

0.2 

21.1 

2 

20.3 

21.4 

22.3 

17 

7.9 

33 

Pennzoil 

24.8 

11 

33.6 

1.1 

14.1 

27 

10.7 

11.0 

20.2 

27 

19.0 

18 

Petrolane 

24.7 

12 

24.6 

0.5 

17.1 

6 

16.7 

5.3 

21.6 

20 

21.1 

14 

Sigmor 

24.4 

13 

29.7 

0.6 

20.1 

5 

18.6 

3.9 

37.9 

7 

20.1 

15 

Crown  Central  Petroleum 

23.5 

14 

57.7 

0.9 

29.2 

13 

14.2 

6.8 

22.4 

16 

34.0 

6 

Natomas 

20.6 

15 

22.6 

0.4 

15.5 

14 

14.0 

12.2 

36.4 

8 

26.9 

8 

Belco  Petroleum 

19.8 

16 

23.2 

0.2 

18.2 

10 

14.9 

11.9 

21.0 

21 

22.1 

12 

Standard  Oil  Ohio 

19.5 

17 

44.4 

2.0 

16.4 

35 

8.7 

12.7 

22.0 

19 

26.9 

9 

Pacific  Resources 

17.5 

18 

19.6 

1.0 

10.5 

32 

9.5 

2.3 

39.6 

6 

19.3 

17 

Marathon  Oil 

17.0 

19 

20.5 

0.6 

12.5 

18 

12.1 

4.7 

20.4 

26 

13.6 

26 

Tenneco 

17.0 

20 

16.5 

0.8 

8.8 

34 

9.2 

5.2 

17.1 

34 

10.3 

31 
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"At  Union  Pacific,  we  consider  the  effective 
management  of  reliable  information  vital  to 
our  continued  progress." 


ames  H.  Evans,  Chairman,  Union  Pacific  Corporation 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


Experienced  businessmen 
know  that  the  name  Union 
Pacific  stands  for  a  lot  more 
than  railroads  these  days. 
Today,  the  interests  of  Union 
Pacific  Corporation  encom- 
pass transportation  (Union 
Pacific  Railroad),  energy  and 
natural  resources  (Champlin 
Petroleum,  Rocky  Mountain 
Energy,  Upland  Industries). 

The  16  major  operating  units 
of  The  Dun  &  Bradstreet  Cor- 
poration provide  a  wide  range 
of  information  and  business 
services  that  match  the  needs 
of  Union  Pacific  management. 

Moody's  Investors  Service, 
one  of  the  Dun  &  Bradstreet 
companies,  enables  Union 
Pacific  to  tell  its  story  in  detail 
to  the  investment  community 
with  Full  Measure  Coverage 


in  Moody's  Manuals. 

To  reach  85,000  purchasing 
professionals,  Union  Pacific 
advertises  in  Purchasing 
World,  one  of  20  magazines 
published  by  Technical  Pub- 
lishing, a  D&B  company.  To 
reach  top  management, 
Union  Pacific  uses  Dun's 
Review. 

Union  Pacific  employees 
find  the  information  contained 
in  the  Official  Airline  Guides 
indispensable. The  OAG  con- 
tains schedules  and  fare  data 
on  600  airlines  flying  to  3,800 
cities  around  the  world. 

Dun's  Marketing  Services 
helps  Union  Pacific  identify 
potential  customers  for  its  four 
operating  companies  by  pro- 
viding key  marketing  data  on 
more  than  four  million  U.S. 
businesses. 


And,  Union  Pacific 
relies  on  Dun  &  Bradstreefs 
credit  information  to  help 
make  sound  decisions  based 
on  fact.  In  fact,  a  former  D&B 
credit  correspondent, 
Abraham  Lincoln,  was  Presi- 
dent of  the  United  States 
when  Union  Pacific  was  origi- 
nally chartered  by  Congress  to 
open  up  the  American  West 
in  1862. 

At  Dun  &  Bradstreet,  we  un- 
derstand the  needs  of  large, 
diversified  corporations  as 
well  as  those  of  our  thousands 
of  small  business  customers. 

When  it  comes  to  both 
business  information  and  serv- 
ices, the  resources  of  The 
Dun  &  Bradstreet  Corporation 
produce  results. 


The  Dun  &  Bradstreet 
Corporation 


Business  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  Dun  &  Bradstreet  International; 
Dun  &  Bradstreet  Plan  Services;  National  CSS;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley;  Official  Airline  Guides,  Travel  Magazines; 
Moody's  Investors  Service;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing;  Dun's  Marketing  Services; 
Broadcasting:  Corinthian  Television  Stations;  TVS  Television  Network;  Peters,  Griffin,  Woodward. 


Energy 


Yardsticks  of  Management  Performance 
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Atlantic  Richfield 

15.5 

28 
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0.5 

12.3 

26 
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7.0 

20.0 

28 

19.6 

16 

Kerr  McGee 

15.2 

29 

14.7 

0.2 

11.1 

19 

12.0 

6.5 

20.7 

25 
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23 
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Getty  Oil 
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Murphy  Oil 
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30 
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Note  Explanation  of  Yardstick  calculations  on  page  SI 
P-D  Profit  to  Deficit  def  Deficit. 


Those  that  had  been  on  interruptible  supply  contracts  were 
badly  burned  when  supplies  were  cut  off  in  the  past.  So  they 
switched  to  distillate  or  heavy  fuel  oil.  Now  that  they  can  get 
gas  again,  they're  reluctant  to  risk  going  back. 

Edward  Erickson,  a  professor  of  business  and  economics  at 
North  Carolina  State  University,  in  a  -^—g^! 
recent  study  for  the  Natural  Gas  Supply  1H 
Association  notes  that  it  is  possible  for 
users  to  stockpile  fuel  oil,  but  not  gas. 
Consequently,  many  large  users  choose  to 
expand  the  use  of  fuel  oil  relative  to  gas. 

Conoco's  Bailey  adds  a  cautionary 
note:  "Right  now  the  supply  of  gas  in  the 
U.S.  is  quite  adequate,  but  I  think  we 
have  to  expect  over  time  that  our  natural 
gas  supplies,  like  crude  oil,  are  finite.  The 
available  supplies  should  be  conserved 
for  home  heating  or  chemical  feedstocks.  Natural  gas  should 
not  be  consumed  in  our  electric  utility  boilers  or  large  industri- 
al boilers."  Here,  coal  is  the  more  appropriate  fuel. 

Aside  from  the  flurries  of  speculation  in  coal  stocks  with 
each  rumble  from  the  Middle  East,  coal  will  have  significantly 
less  potential  than  oil  this  year  and  probably  for  several  years 


For  every  ton  of  coal  con- 
sumed, an  estimated  Jour  bar- 
rels of  oil  is  saved.  And  every 
time  the  price  of  oil  goes  up, 
the  economics  of  using  $20-to- 
$35-a-ton  coal  as  fuel  begins 
to  look  better. 


to  come.  But  beyond  that,  coal  starts  looking  very  good. 

Dean  Witter  Reynold's  veteran  coal  specialist  Joel  Price  sees 
the  first  active  moves  toward  reconverting  power  plants  to 
coal  coming  in  1980.  He  also  sees  headway  being  made  in 
attempts  to  untangle  the  morass  of  government  regulation  that 
u^—i^——-^  is  now  impeding  coal  use.  Coal,  Price 
H  notes,  has  growing  political  clout  on 
Capitol  Hill. 

Moreover,  with  new  nuclear  plants  fro- 
zen and  with  the  environmentalists 
holding  up  new  offshore  oil  drilling,  to 
say  nothing  of  Mideast  supply  troubles, 
coal  is  what's  left.  Until  1985,  Joel  Price 
says,  coal  is  like  the  girl  who  "sits  wait- 
ing to  get  married  while  the  carefree 
mmhhhh  bachelor  tries  ai!  the  other  girls." 
tBB&tR^n^LW^^B  p.,,,  every  ton  of  coal  consumed,  an 
estimated  four  barrels  of  oil  is  saved.  And  every  time  the 
price  of  oil  goes  up,  the  economics  of  using  $20-to-$35-a- 
ton  coal  as  fuel  begins  to  look  better,  if  the  regulators  will 
allow  it.  "It's  unfortunate  that  we  haven't  really  been  able 
to  put  in  place  an  overall  energy  program,"  says  Conoco's 
Bailey.  "One  of  the  reasons  is  that  we  have  not  been  able 
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When  I'm  on  the  phone, 
American's  reputation 
is  on  the  line!9 

Nora  Cuellar,  Reservations  Sales  Agent 


Were  American  Airlines 
Doing  what  we  do  best 


"American  Airlines  .  .  .  Nora 
Cuellar  speaking." 

When  you  call  American,  we  get 
our  first  chance  to  make  a  good 
impression.  That's  why  we  installed 
SABRE,  the  industry's  first  comput- 
erized reservations  system,  back  in 
1964.  And  that's  why  we've  refined 
it  every  year  since  then . 

SABRHdoes  more  than  just  help  us 


answer  the  phones  fast.  It  gives  us 
instant  access  to  the  largest  inven- 
tory of  airline  seats  in  the  industry  — 
ours  and  our  competitors'. 

It  also  helps  us  to  find  you  the 
most  convenient  flight,  book  all 
your  connections,  and  give  you  the 
lowest  available  airfares. 

It  even  lets  us  reserve  your  scat  up 
to  1 1  months  in  advance  and  give 


yon  your  boarding  passes  up  to  30 
days  before  you  fly.  And  no  other 
airline,  anywhere ,  can  do  all  thai 

SABRE  is  great.  But  mote  impor- 
tant are  the  3500  reservations  agents 
who  make  it  work  for  you. 

It  takes  the  best  people  to  make 
the  best  airline. 

Nora  Cuellar  is  one  of  them,  ano 
we  thought  vou'd  like  to  meet  her. 


Conoco  Inc.  Chairman  Ralph  E.  Bailev 

Unable  to  mesh  environmental  and  energy  goals,  the  U.S. 
has  wasted  time  hunting  scapegoats  and  a  quick  fix. 


to  find  a  reasonable  balance  between  our  environmental 
goals  and  economic  and  energy  goals.  We've  devoted  toe 
much  time  in  a  futile  search  for  some  quick  fix  and  mayty 
an  equally  futile  scapegoating  effort.  Business  and  govern 
ment  have  to  begin  to  cooperate  rather  than  to  have  ar 
extension  of  what  I  think  has  been  a  very  serious  adversar- 
ial relationship  that's  been  building  up  over  the  last  severa 
years."  A  former  head  of  Consolidation  Coal  Co.,  a  Conocc 
subsidiary,  Bailey  may  have  as  much  experience  with  thai 
problem  as  anyone  in  the  energy  business. 

Jack  Kawa,  a  coal  analyst  at  Wheat  First  Securities  in  Rich 
mond,  looks  for  some  increased  coal  buying  at  the  end  of  the 
year  in  anticipation  of  a  strike:  The  United  Mine  Worker; 
contract  expires  in  March  1981.  And  Joel  Price  sees  a  coai 
export  boom.  It  started  in  1979  when  European  countries 
started  buying  U.S.  coal,  not  only  for  steelmaking  but  also  foi 
electrical  generation.  Coal  operators  are  cautious  about  this 
market.  But  working  for  more  U.S.  exports  are  East  Europear 
coal  export  cutbacks  and  Australian  port-capacity  problem'- 
and  labor  unrest. 

Absent  a  severe  oil  cutoff,  though,  Kawa  and  Price  agree 
that  big  profits  for  the  coal  companies  are  still  several  years 
away.  "Demand  is  still  growing  in  the  coal  business,"  saya 
Kawa,  "but  the  capacity  to  produce  is  contracting  as  mar- 
ginal operations  shut  down.  So  what's  going  to  happen  is 
that  demand  is  going  to  catch  up  with  supply,  probably  ir 
1982  or  1983,  depending  on  how  many  mines  are  closed 
The  faster  these  mines  close,  the  quicker  the  coal  markei 
will  turn." 

Kawa  sums  it  up  neatly:  "The  Ayatollah  has  done  us  a  favor 
This  thing  in  Iran  has  galvanized  public  opinion.  Anyone  whe 
stands  in  the  way  now  of  getting  this  country  moving  toward 
energy  independence — whether  it's  an  environmentalist  or 
businessman — is  going  to  get  trampled."  Amen.  ■ 


Barnes  Group's  counter-cyclical  businesses 
are  offsetting  the  general  business  slowdown. 


Barnes  Group  Inc.,  long  ago,  launched  a 
planned  diversification  program  to  balance 
its  manufacturing  business  with  some 
related  distribution  businesses.  We  devel- 
oped an  aftermarket  business  to  match  our 
OEM  strengths.  And  we  added  participa- 
tion in  do-it-yourself  markets  to  our  pro- 
fessional maintenance  and  industrial  sup- 
ply strengths.  Most  recently  weentered  the 
automotive  remanufactured  parts  busi- 
ness. The  results  of  this  diversification 
were  record  sales  and  earnings  for  the  past 
8  years,  and  18  consecutive  years  of  divi- 
dend growth. 

During  those  years,  we  diversified  over- 
seas using  the  same  formula,  and  we  now 


have  an  international  corporation  with 
manufacturing  and  distribution  busi- 
nesses throughout  the  free  world. 

As  we  enter  a  period  of  uncertainty  in  the 
U.S.  economy,  we  feel  that  our  diversifica- 
tion will  hold  us  in  good  stead.  It  will  be  an 
important  element  in  maintaining  our  long- 
term  growth,  as  well  as  minimizing  any 
short-term  negative  impacts. 

We're  doing  a  lot  of  other  things  that  merit 
your  confidence.  So  when  you're  looking 
for  an  investment  opportunity,  think  of 
Barnes  Group  Inc.  For  our  latest  Corporate 
Profile,  write  to  Corporate  Communica- 
tions, Executive  Office,  Bristol,  CT  06010. 


BARrsES  A 

GROUP  INC  /VSH 

The  critical  parts  people 


i 
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Wang's  2200  Series 
Small  Business  Com- 
puters deliver  custom 
solutions  to  specific 
business  problems. 

Too  often,  buying  a 
small  business  computer 
means  settling  for  a 
general-purpose  answer. 

But  not  with  Wang.  Be- 
cause in  addition  to  high 
performance,  low  cost 
and  ease  of  use, our  2200 
Series  interactive  compu- 
ters offer  something 


very  rare:  customizing. 

From  our  entry-level 
PCS  II  to  our  multi-job, 
multi-user  2200MVR  our 
2200  computers  are 
designed  to  be  specially 
tailored -in  both  hard- 
ware and  software -to  do 
exactly  what  you  need 
done.  Payroll.  Accounts 
receivable.  Inventory. 
And  plenty  more. 

Also,  they  let  you 
expand  into  new  applica- 
tions easily-without  giv- 


ing up  the  investment 
you've  already  made.  And 
our  direct  hardware  and 
software  support  means 
you'll  get  all  the  help 
you  need  in  planning  and 
developing  your  system. 

So  instead  of  buying  a 
computer  that's  just  right 
for  everybody,  call  Wang. 
And  get  a  computer  that's 
just  right  for  you. 

Wang  Laboratories, 
Lowell,  MA  01 851, 
(617)  459-5000. 


r; 


I'm  interested  in  a  fitting 
Tell  me  more. 


DP98/FB10 


Title. 


Organization. 


Address. 


City  

State_ 


-Zip- 


Tel  #_ 


Send  to: 

Wang  Laboratories 
Lowell.  MA  01851 
(617)459-5000 


(WANG)] 


FirnHitting. 


WANG  ) 


Making  the  world  more  productive. 


©1979  Wang  Laboratories.  Inc  .  Lowell.  MA  01851 


Who  could  have  foreseen  that  rampaging  mobs  in 
Iran  in  1978  would  bring  Detroit  to  crisis  in  1979? 
But  the  auto  business  has  always  been  cyclical. 


Automotive 


Remember  Foch  at  the  second  battle  of  the  Marne?  "My 
center  is  giving  way,  my  right  is  pushed  back,  situation 
excellent,  I  am  attacking." 
You  think  he  had  troubles?  Look  at  Detroit.  Sales  are  sink- 
ing, imports  are  chewing  up  the  market  like  Japanese  beetles  in 
a  cabbage  patch,  Chrysler  is  close  to  going  belly-up,  and  Ford  is 
losing  money  on  North  American  production.  Tens  of  thou- 
sands go  on  and  off  layoff  lists  at  auto  plants  each  week,  but 
wages  are  likely  to  go  up  $1.15  an  hour  or  so  this  year.  If  that 
wasn't  grim  enough,  the  oil  companies  are  talking  about  gaso- 
line lines  again  this  summer. 

In  the  face  of  this  debacle,  are  the  automakers,  like  the  French 
marshal,  counterattacking?  They  are  getting  ready  to.  "I  guess  if 
you  were  going  to  be  a  timid  soul  you  really  ought  not  be  in  this 
industry, "  says  Philip  Caldwell,  president  of  Ford  Motor  Co.  Car 
sales,  for  example,  tumbled  into  1980  running  at  a  rate  of  about 
9.3  million  a  year,  down  from 
10.6  million  actually  sold  in 
1979.  And  2  million-plus  of 
1980's  sales  will  be  imports.  In 
short,  about  the  worst  year 
since  1975. 

It  will  improve,  insists  Gen- 
eral Motors,  which  predicts 
combined  1980  car-truck  sales 
of  14  million,  matching  1979. 

"Fifteen  months  is  the  typi- 
cal Detroit  recession,"  says 
Arvid  Jouppi,  the  veteran  auto 
analyst  at  John  Muir  &  Co. 
"January,  February  and  March 
sales  will  run  behind  1979,  but 
the  crossover  will  come  in  ear- 
ly April."  He  sees  spring  sales 
running  ahead  of  last  year,  which  isn't  too  impressive  because 
last  year's  spring  was  hurt  by  the  gasoline  lines.  "But  the  third 
and  the  fourth  quarters  will  be  quite  respectable."  Car  sales 
this  year  will  end  up  at  about  11.4  million,  predicts  Jouppi,  or 
almost  a  million-car  gain  for  Detroit  (as  imports  are  nibbled 
down)  over  1979.  Much  more  pessimistic  is  Lance  Brofman, 
senior  economist  at  A.  Gary  Shilling  &  Co.,  who  predicts  10.1 
million  car  sales  this  year  (8  million  U.S. -made)  and  8.9  million 
in  1981  with  only  7  million  of  those  American  models. 

"Whenever  I  start  reading  about  the  death  of  the  automobile 
I  figure  the  downturn  is  close  to  its  cyclical  bottom,"  says 
David  Healy,  analyst  at  Drexel  Burnham  Lambert.  His  esti- 
mates are  lower — 9.7  million  sales  this  year.  But  he  says  the 
import  surge  will  be  stopped  this  coming  fall  when  Detroit 
introduces  new  families  of  gasoline-saving  small  cars. 

Ford's  coming  small  car  carries  the  code  name  Erika  and 
replaces  Pinto.  Then  in  spring  of  1981  Ford  will  offer  a  sporty 
takeoff  of  the  Erika.  Later,  this  basic  car  will  be  used  as  the 
base  for  a  larger  model,  then  possibly  chopped  to  create  a 
minicar.  Chrysler  is  betting  its  life  on  the  1981  model  K-body 


A  dirty  old  man  with  a  heard  turned  Detroit  's  world  upside  down 
This  is  no  place  for  a  timid  soul,  says  Ford's  Caldwell. 


series  to  replace  its  Aspen  and  Volare  lines.  Sleeker  variatioi 
will  be  built  from  the  K-models  the  following  year.  Gener 
Motors  Corp.  has  what  it  calls  its  J-body  program  set  for  sprir 

1981  introduction,  an  entire  series  of  small  sporty  vehicle 
GM's  J-car  and  Ford's  Erika  will  be  world  cars,  allowing  var 
ations  to  be  built  in  other  countries  to  hold  down  costs. 

Unfortunately,  they  won't  cope  with  the  Japanese  problen 
"We've  got  two  choices,"  says  one  Detroiter  of  the  Japanes. 
He  doesn't  want  his  name  used  because  he  isn't  echoing  h 
firm's  policy — yet.  "We  can  abandon  the  entire  bottom  of  th 
market  to  the  Japanese — or  slap  on  quotas."  Japanese  impol 
sales  ran  about  1,750,000  cars  last  year,  with  another  hall 
million  trucks  coming  in.  The  boom  began  with  the  gasolirl 
crisis.  Worse,  the  collapse  of  the  yen  against  the  dollar  mean 
the  Japanese  can  hold  prices  down  while  American  costs  anl 
prices  soar — some  Japanese  haven't  even  raised  prices  on  thej 

1980  models.  This  impol 
competition  could  prevent  thl 
American  manufacturers  froi 
making  profits  on  their  smal 
er  cars.  (Detroit  has  often  lo: 
money  on  its  small  cars.) 

"Talk  and  ship,"  is  the  wa 
Ford's  Caldwell  described  J; 
pan's  export  policy — meanin, 
negotiate  endlessly  whil 
pouring  cars  into  the  marke 
Ironically,  American  duties  o 
import  cars  are  declining  thi 
year.  The  result  is  likely  t 
spur  protectionist  talk.  Volk; 
wagen,  now  an  American  a: 
sembler,  is  complaining  to  th 
U.S.  Treasury  that  the  JapJ 
nese  import  trucks  without  paying  the  required  25%  duty  b 
landing  them  without  cargo  boxes  and  not  calling  them  trucks 
Each  of  Detroit's  automakers  has  its  own  strategy  for  dealini 
with  1980's  troubles.  GM  says  it  is  determined  to  move  ahea 
on  a  massive  buildup  of  overseas  capacity  despite  any  work 
wide  recession.  "You  can't  look  at  the  valley;  you've  got  t 
look  at  the  mountain,"  says  one  typically  optimistic  GM 
official.  "Ford  first,  then  Toyota,"  said  another  GM  man.  GM 
dominates  the  market  here,  but  is  an  also-ran  abroad. 

The  biggest  automaker  is  also  pushing  forward  with  th 
second  round  of  its  "downsizing"  and  will  attempt  to  intra 
duce  a  family  of  smaller  intermediate-size  cars  in  spring  c 

1982  and  freshly  shrunk  full-size  models  in  spring  of  1983,  si 
months  earlier  than  previously  planned  in  both  cases.  In  addi 
tion,  GM  is  working  to  increase  capacity  for  diesel  engines 
four-cylinder  engines  and  front-wheel-drive  components. 

At  Ford,  the  overseas  business — which  GM  is  attacking — ij 
what  keeps  number  two  in  the  black.  But  Ford  isn't  frightene 
by  GM's  publicized  plans  for  conquest.  Caldwell  says:  "We  fee 
that  we  are  making  investment  decisions  on  the  basis  of  wha 
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Eastern.  In  the  five  years  ended  in 
1979,  subsidiaries  Anadarko  Pro- 
duction Company  and  Pan  Eastern 
Exploration  Company  invested  $400 
million  in  exploration  and  devel- 
opment activities  and  have  a  $100 
million  program  planned  for  1980. 
In  the  last  five  years  these  subsidi- 
aries participated  in  the  drilling  of 
1250  wells  onshore  and  off  shore  in 
the  United  States. 

Exploration,  and  enhanced 
conservation  and  efficiency  in  the 
use  of  all  forms  of  basic  energy  are 
the  two  most  important  steps  the 
United  States  must  pursue  to  regain 
control  of  its  energy  future.  Other 
necessary  action  involves  expanded 


use  of  coal  and  aggressive  moves  to 
bring  synthetic  fuel  technology  in 
coal  gasification  and  oil  shale  into 
commercial  reality. 

Panhandle  Eastern  moves  ahead 
into  the  new  decade  in  the  strongest 
operating  and  financial  position  in 
its  50-year  history,  committed  to 
creative  energy  project  investment. 
For  a  complete  profile  of  Panhandle 
Eastern/write  Corporate  Communica- 
tions, P.O.  Box  1642,  Houston,  Texas 
77001  for  a  copy  of  our  1979  Annual 
Report,  available  in  mid-March. 


Panhandle 
Eastern 


PIPE  LINE  COMPANY 


9  Copyright  1979  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  (SIPC). 


It's  not  just  knowing  where  to  go. 
If  s  how  to  get  there. 


Four  outstanding  note  agree- 
ments blocked  a  $100-million 
private  placement.  Merrill 
Lynch  skillfully  developed  a 
new  note  structure  that  over- 
came the  obstacles. 

A  highly  successful  company 
wanted  to  raise  $100  million  in  20- 
year  notes,  privately  placed. 

Straightforward  enough, 
except  that  there  were  four  restric- 
tive note  agreements  outstanding. 
The  seven  canny  institutional 
lenders  who  held  them,  all  had  to 
approve  the  new  financing. 


The  company  brought  this 
intriguing  challenge  to  Merrill 
Lynch  White  Weld.  Not  because  of 
our  size,  though  $3  billion  in  private 
placements  in  1978  is  hardly  insig- 
nificant. No,  they  needed  our  special 
skills  to  persuade  the  lenders  that 
they  deserved  unusual  cooperation. 

The  lenders  did  cooperate. 
They  acknowledged  a  hidden 
strength  we  brought  to  the  fore: 
substantial  overseas  assets. 
And  they  gave  the  borrower 
more  freedom,  because  we 
showed  how  it  would 


improve  their  position. 

The  result:  a  new  financing 
that  gave  the  lenders  maximum  pro- 
tection and  the  borrower  maximum 
flexibility. 

Maybe  it's  time  you  dealt  with 
a  breed  apart.  For  more  information, 
write  to  James  D.  Price,  Managing 
Director,  Private  Financing  Group, 
Merrill  Lynch,  165  Broadway,  New 
York,  NY.  10080. 

Merrill  Lynch 

Merrill  Lynch  White  Weld  Capital  ^Markets  Group. 

A  breed  apart 


is  good  business,  not  what  might  get  ink  in  the  newspaper." 
The  major  job  of  the  Ford  management,  however,  is  to  recap- 
ture lost  sales  in  the  U.S.  market  and  make  money  on  them. 
That  means  cutting  costs  (which  Ford  is  doing  at  its  plants) 
and  getting  higher  prices  for  its  coming  small  cars.  Ford  is 
expected  to  be  profitable  this  year  ($3  a  share,  analyst  Healy 
estimates)  despite  an  internal  es- 
timate of  a  $1  billion  loss  on  its 
combined  North  American  auto- 
motive operations. 

There  will  be  no  profits  at 
Chrysler  Corp.  The  automaker 
last  fall  estimated  that  its  1980 
net  loss  would  approach  $500 
million,  but  that  loss  will  prob- 
ably grow  as  Chrysler  sales  fall 
even  further  with  the  industry 
downturn.  Lee  Iacocca,  Chrys- 
ler's CEO,  had  a  plan  that  was 
probably  viable  pre-Khomeini.  It 
was  to  cut  costs  and  improve  effi- 
ciency enormously,  pick  up  a  few 
added  sales  with  hard  work  this 
year,  then  come  on  the  market 
with  his  K-body  cars  and  some  expensive  models  for  extra 
profits.  Now  Iacocca  worries  that  the  odor  of  bankruptcy  could 
kill  any  survival  hopes.  Some  waiting-list  customers  for  the 
still  popular  Omni  and  Horizon  cars  have  backed  off  when 
their  cars  were  actually  ready. 

American  Motors  Corp.  seems  finally  to  have  escaped  the 
usual  rumors  of  impending  demise.  When  its  conventional  cars 


Retail  vehicle  sales 


The  industry  spinout  continues.  When  will  it  end, 
midyear  or  beyond?  Will  Chrysler  survive  it?  If 
imports  keep  climbing,  will  protection  follow? 


U.S. 

Imported 

U.S. 

Imported 

cars 

cars 

trucks 

trucks 

Year 

(mil) 

(mil) 

(mil) 

(mil) 

1975 

7.1 

1.6 

2.2 

0.23 

1976 

8.6 

1.5 

2.9 

0.24 

1977 

9.1 

2.1 

3.4 

0.32 

1978 

9.3 

2.0 

3.8 

0.34 

1979 

8.3 

2.3 

3.1 

0.50 

failed  in  the  marketplace  in  recent  years,  its  profitable  Jeep 
sales  soared.  When  Jeeps  sagged  last  year,  the  company  found 
success  with  its  new  four-wheel-drive  Eagle  cars.  Eventually 
the  company  will  produce  a  small,  four-cylinder  car  based  on 
France's  Renault,  which  already  owns  a  piece  of  American. 
The  newest  American  manufacturer,  of  course,  is  Volkswa- 
gen, which  boosted  production  to 
1,000  a  day  from  850  as  1979 
ended.  What's  more,  VW  will 
probably  announce  a  major  man- 
ufacturing expansion  in  the  U.S. 
this  year. 

Legend  has  it  that  companies 
in  the  business  of  selling  replace- 
ment parts  boom  in  a  slow  auto 
year,  since  car  owners  spend 
more  money  keeping  the  old  car 
running.  Maybe,  but  those  old 
trends  are  slowing,  says  Henry  P. 
Allessio  of  William  E.  Hill  &  Co. 
Lighter  cars,  improved  tires  and 
more  electronic  components 
mean  fewer  replacements  of  all 
kinds  of  parts  than  formerly. 
The  overall  outlook,  of  course,  will  be  affected  by  the  fuel 
supply.  GM  and  other  optimists  admit  the  first  quarter  will  be 
low,  but  they  predict  hefty  gains  as  the  year  goes  on.  However, 
much  depends  on  a  dirty  old  man  with  a  beard  in  far-off  Qom. 
If  Khomeini  throws  the  whole  Middle  East  into  turmoil,  the 
auto  industry's  recovery  could  be  retarded.  But  the  real  ques- 
tion about  the  industry's  recovery  is  not  whether  but  when.  ■ 
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Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 

5 -year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Vehicles 

Subaru  of  America 

72.1% 

1 

54.6% 

0.0 

55.0% 

1 

67.2% 

1.7% 

44.5% 

D-P 

Caterpillar  Tractor 

23.5 

2 

22.6 

0.4 

17.3 

4 

17.3 

7.6 

17.2 

4 

20.2 

4 

PACCAR 

22.8 

3 

28.8 

0.1 

26.8 

2 

20.9 

6.3 

14.9 

7 

20.8 

3 

Kyster 

20.1 

4 

27.9 

0.2 

23.1 

5 

15.9 

9.8 

13.8 

8 

25.2 

1 

General  Motors 

19.8 

5 

19.7 

0.1 

18.1 

3 

18.0 

5.1 

13.2 

9 

12.5 

9 

Deere 

18.1 

6 

18.0 

0.4 

13.6 

6 

14.3 

6.6 

17.5 

3 

17.2 

5 

Clark  Equipment 

15.7 

7 

19.7 

0.3 

15.1 

8 

11.6 

6.2 

8.4 

13 

10.8 

10 

Ford  Motor 

15.4 

8 

15.4 

0.1 

13.0 

7 

12.7 

3.3 

12.7 

10 

14.1 

y 

Fruehauf 

15.1 

9 

18.8 

0.7 

10.9 

9 

9.5 

3.5 

20.8 

2 

13.4 

8 

Signal  Companies 

13.1 

10 

20.2 

0.5 

13.7 

10 

9.4 

4.9 

15.9 

6 

22.7 

2 

Intl  Harvester 

11.3 

11 

15.8 

0.5 

11.3 

11 

8.5 

3.7 

11.3 

11 

16.0 

6 

American  Motors 

1.5 

12 

18.9 

0.2 

16.1 

12 

2.3 

2.2 

10.9 

12 

-10.8 

11 

White  Motor 

def 

13 

9.0 

0.8 

7.0 

14 

1.4 

1.7 

3.1 

15 

P-D 

12 

Chrysler 

def 

14 

def 

0.4 

del 

15 

def 

def 

8.2 

14 

P-D 

12 

Massey-Ferguson 

def 

15 

def 

1.2 

def 

13 

1.7 

def 

16.9 

5 

P-D 

12 

Medians 

15.4 

18.9 

0.4 

13.7 

11.6 

3.7 

13.8 

13.8 

Tire  &  Rubber 

Genl  Tire  &  Rubber 

12.6% 

1 

10.1% 

0.3 

8.2% 

1 

9.4% 

4.2% 

11.0% 

1 

10.0% 

2 

Goodyear 

9.2 

2 

7.7 

0.6 

6.0 

2 

7.0 

2.0 

10.0 

3 

1.2 

4 

Armstrong  Rubber 

8.3 

3 

6.5 

0.6 

5.7 

3 

6.2 

2.2 

10.5 

2 

10.0 

1 

B  F  Goodrich 

6.4 

4 

10.2 

0.5 

7.7 

4 

5.6 

3.0 

8.9 

5 

6.5 

3 

Uniroyal 

2.0 

5 

def 

0.8 

1.4 

5 

2.9 

def 

5.9 

6 

-20.7 

5 

Firestone 

2.0 

6 

def 

0.4 

def 

6 

2.5 

def 

9.2 

4 

-26.2 

6 

Medians 

7.4 

7.1 

0.6 

5.9 

5.9 

2.1 

9.6 

3.9 

FORBES,  JANUARY  7,  1980 


81 


Automotive 


Yardsticks  of  Management  Performance 


Profitability 

|  Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

5-year 
average 

latest 
5  year  12 
rank  months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5-year 
average 

5 -year 
rank 

5-year 
average 

5-yeai 
rank 

Auto  Supplies 

Snap-On  Tools 

24.8% 

1 

30.6% 

0.2 

26.0% 

2 

20.7% 

1 1.5% 

18.9% 

2 

19.2% 

2 

Hoover  Universal 

22.8 

2 

20.7 

0.6 

14.5 

3 

17.4 

4.7 

14.3 

10 

17.1 

6 

Genuine  Parts 

21.2 

3 

22.1 

0.0 

21.5 

1 

21.3 

4.8 

16.9 

5 

16.4 

7 

Dana 

20.2 

4 

22.0 

0.3 

17.5 

4 

15.5 

6.0 

17.5 

4 

18.1 

4 

F  i  •  h  1  i  n  1V1  'irtnfartiirinp 

LjV-llllll  HVall  U  ltl\.  Ill  1 1  IK 

20  1 

5 

21.3 

0.5 

16  2 

5 

14  6 

7.5 

19  4 

] 

1  J.  D 

in 

Arvin  Industries 

18.9 

6 

13.4 

0.6 

9.2 

9 

12.2 

4.0 

15.4 

7 

26.1 

1 

Easco 

18.2 

7 

14.5 

0.5 

9.7 

13 

11.4 

3.0 

14.3 

9 

13.3 

13 

Barnes  Group 

17.4 

8 

24.4 

0.3 

18.2 

7 

13.9 

5.9 

14.9 

8 

18.3 

3 

Federal-Mogul 

16.5 

9 

22.2 

0.2 

17.5 

8 

12.6 

6.7 

10.4 

17 

17.6 

5 

S  heller-Globe 

16.3 

10 

10.6 

0  5 

7  0 

17 

9.7 

2.1 

17  5 

3 

12  8 

15 

Champion  Spark  Plug 

16  0 

11 

15.3 

0.1 

lO.D 

iy 

7.1 

10.5 

16 

4.6 

18 

Eaton 

15.2 

12 

19.1 

0.9 

10.1 

16 

9.9 

4.3 

12.1 

11 

8.5 

16 

Cummins  Engine 

15.1 

13 

13.4 

0.3 

10.1 

15 

10.5 

3.4 

16.2 

6 

15.8 

9 

Bendix 

14.8 

14 

17.5 

0.4 

13.9 

10 

11.9 

4.2 

11.5 

13 

16.2 

8 

Purolator 

14.7 

15 

17.6 

0.3 

13.6 

12 

11.4 

3.9 

10.7 

15 

2.8 

19 

Libbey-Owens-Ford 

13.8 

16 

14.3 

0.2 

12.0 

11 

11.7 

5.4 

10.8 

14 

6.1 

17 

Allen  Group 

12.9 

17 

17.0 

0.7 

10.0 

18 

8.7 

3  0 

11.8 

12 

15.0 

11 

Borg -Warner 

12.5 

18 

15.6 

0.2 

13.5 

14 

11.0 

5.8 

8.9 

18 

13.0 

14 

A  O  Smith 

9.2 

19 

14.2 

0.2 

11.5 

19 

7.5 

3.4 

6.4 

19 

13.6 

12 

Questor 

3.9 

20 

4.4 

0.6 

4.6 

20 

4.0 

1.4 

6.2 

20 

-6.1 

20 

Medians 

16.2 

17.3 

0.3 

13.6 

11.8 

4.5 

13.2 

15.3 

Industry  Medians 

15.1 

17.0 

0.4 

13.0 

11.4 

4.0 

12.1 

13.4 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  SI. 

P-D  Profit  to  Deficit  D  P  Deficit  to  Profit;  not  ranked,  def  Deficit 


Lords  of  the  line 


By  the  end  of  the  current  contract  between  the  United 
Automobile  Workers  and  the  big  carmakers  (and  farm- 
implement  makers,  too),  a  typical  production  worker  may 
well  be  earning  $28,000  a  year.  He  will  continue  to  be 
covered  by  a  comprehensive  medical  and  dental  plan,  will 
be  able  to  retire  at  age  56  with  a  pension  (after  30  years  on 
the  job)  of  $915  a  month.  And,  by  the  end  of  the  contract,  of 
the  261  work  days  in  the  year,  he'll  have  about  39  to  40  off 
with  pay — 9  paid  holidays,  a  full  week  between  Christmas 
and  New  Year's  Day  and  vacation  time.  If  he's  laid  off,  his 
state  unemployment  compensation  and  company  supple- 
ments will  give  him  almost  as  much  as  he  earns  after  taxes. 

That's  not  bad  for  a  five-company  industry  where 
Chrysler  is  near  bankruptcy,  AMC  will  survive  only  with 
the  help  of  a  foreign  partner,  Ford  expects  to  lose  $1  billion 
on  its  North  American  automotive  operations  this  year  and 
imports  are  grabbing  20%  to  25%  of  the  market. 

These  remarkable  achievements — by  both  the  industry 
and  the  UAW — came  about  as  a  result  of  the  evolution  of 
what  may  be  the  most  civilized  and  sophisticated  bargain- 
ing system  anywhere.  The  UAW  from  its  inception  in  1936 
was  constituted  as  an  industrial  organization  and  not  a  craft 
union.  Unlike  George  Meany's  plumbers  and  the  other 
building  trades  crafts  unions,  which  fought  every  innova- 


tion in  construction  that  threatened  their  control  of  particu- 
lar jobs,  the  UAW  took  the  position  that  the  employer  could 
bring  in  new  labor-saving  technology  as  long  as  UAW  mem- 
bers ran  those  machines — thus  enabling  the  companies  to 
make  enormous  investments  in  productivity  and  allowing 
their  employees  to  share  in  those  gains. 

Union  bargaining  tactics  have  also  contributed  to  their 
success.  Contracts  expire  around  new  model  introduction 
time  in  the  fall,  when  delays  in  getting  new  models  into  the 
showrooms  could  ruin  an  entire  model  year.  What's  more, 
the  union  bargains  not  with  the  industry  but  with  each 
company  individually.  As  -the  strike  deadline  approaches, 
the  union  picks  a  single  target  company,  and  that  "target" 
must  settle  or  take  a  strike  while  its  competitors  keep 
producing  cars.  If  GM  takes  a  long  strike,  as  it  did  in  1970, 
its  officials  feel  pressure  to  settle  because  of  the  effect  on  the 
national  economy  (400,000  striking  plus  tens  of  thousands 
making  steel  or  tires  or  parts  affected),  as  well  as  the  effect 
on  the  company's  public  image,  to  say  nothing  of  lost 
profits  and  lost  customers  who  may  not  come  back. 

fust  how  many  workers  will  be  getting  that  $28,000  a  year 
in  1982  is  another  question  as  climbing  car  prices  push 
some  customers  out  of  the  market  and  low-priced  imports 
capture  others. 
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How  to  cut  travel  costs  without  cutting  travel 


In  a  time  when  cutting  travel  could 
cost  you  more  than  it  saves,  Beech  has  some 
well  designed  alternatives. 

Business  airplanes. 

Granted,  an  airplane  is  a  major  invest- 
ment. But  we've  put  together  some  answers 
that  can  show  you  how  a  Beechcraft 
company  plane  can  cost  you  less  than  you're 
spending  now  on  air  travel. 

And  let  you  travel  more  in  the  bargain. 

Utopia?  Not  exactly.  More  like  simple 
efficiency.  Flying  on  your  own  schedule  can 
save  you  hours  at  the  least,  days  at  best. 
And  two,  or  more,  can  fly  as  cheaply  as  one. 

It  takes  a  certain  aggressiveness  to 
even  consider  your  first  company  plane.  But, 
if  you  weren't  looking  for  answers,  you 
wouldn't  be  reading  this.  And  a  Beechcraft 


company  plane  might  just  answer  more 
questions  that  you're  asking, 
i  "  — 

Send  for  your  free  Management  Guide 
to  Business  Aviation  in  the  '80's  and  put 
the  business  back  in  business  travel. 

Write  us  on  your  company  letterhead, 
and  we'll  send  you  everything  you  need 
to  decide  whether  your  company  can 
profitably  use  a  Beechcraft.  And  which 
Beechcraft  suits  you  best.  Write  to: 
Beech  Aircraft  Corporation,  Dept.  K6, 
Wichita,  Kansas  67201,  and  please^ 
mention  if  you're  a  pilot.  If 
you'd  rather  call,  call  collect 
and  ask  for  Dick  Schowalter,  Jr. 
(316)  681-7072. 

«>  Member  of  General  Aviation  Manufacturers  Association 


The  Beechcraft  jetprop  King  Air  F90.  An  8-10  seat  executive  aircraft  that  can  take 
busy  people  where  they're  going  at  over  300  mph.  Pressurized  for  maximum  comfort. 


How  International  Paper  replaced 
four  kinds  of  paper  with  one  -  and  helpec 
companies  cut  inventory  in  half 


Many  of  the  businesses  in 
America  have  stock  rooms  stuffed 
full  of  copier  paper. 

One  reason:  They  still  use  a  dif- 
ferent kind  of  paper  for  each  of 
these  types  of  copying  equip- 
ment: xerographic,  mimeograph, 
offset,  and  spirit  duplicator. 

And  each  paper  comes  in  as 
many  as  6  different  colors,  10  dif- 
ferent sizes,  3  different  weights! 

Headaches  that  can 
hurt  profits 

It's  tough  to  keep  track  of  all 
that  paper. 

You're  apt  to  be  out  of  the  paper 
you  desperately  need.  And  not 
need  one  of  the  kinds  you  have  on 
hand  for  3  months.  That's  money 
gathering  dust. 

Not  only  that,  all  this  paper  can 
take  up  valuable  space  you  could 
be  using  for  more  machines, 
more  offices — or  whatever. 

Pity  the  poor  distributors 

The  people  who  supply  these 
copier  papers  to  businesses  have 
their  problems,  too. 

They've  had  to  stock  about  400 
different  "items"  to  keep  all  their 
customers  happy.  This  could 


Springhill®  Business  Paper  does  the 
work  of  all  four  papers.  Which  means 
you  can  cut  your  inventory  in  half — and 
still  have  a  good  "stock"  on  hand. 


mean  several  problems:  1)  Having 
an  enormous  stock  to  keep  up 
with — about  half  of  it,  "slow  mov- 
ers." 2)  Standing  a  greater  chance 
of  shipping  the  wrong  kind  of 
paper.  3)  Having  to  limit  sales  be- 
cause of  limited  space. 

Springhill®  Business  Paper 
 does  it  all  

International  Paper  felt  that  if 
we  could  make  one  paper  work 
for  all  four  processes,  it  would 
simplify  life  for  everyone. 

It  wasn't  easy. 

We  had  to  fine-tune  the  surface 
smoothness,  sizing,  fiber  con- 
tent. pH  (acidity/alkalinity), 
fillers — everything — to  the  nth 
degree  or  it  simply  wouldn't  work. 


It  took  two  years  —  but  we  did  it . 

Springhill®  Business  Paper 
runs  beautifully  for  xerography, 
mimeograph,  offset,  and  short- 
run  spirit  duplicator. 

Now,  even  people  who  have  all 
of  these  different  types  of  copying 
equipment  need  to  order  only  one 
kind  of  copier  paper. 

Not  only  that,  they  can  cut 
their  inventory  in  half. 

And  save  money,  besides  — by 
ordering  in  quantity. 

Distributors  can  do  the 
same — plus  improve  their  inven- 
tory turnover.  And  give  their  cus- 
tomers better  service. 

This  innovative  solution  by  IP 
to  the  copier  paper  problems  of 
businesses  is  an  example  of  how 
we  help  all  our  customers — from 
printing  and  publishing  to  pack- 
aging, home  building,  health 
care  and  more. 

May  we  help  you?  For  further 
information,  write:  International 
Paper  Company,  220  East  42nd 
Street.  New  York,  NY  10017. 


® 


INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET  NEW  YORK.  NEW  YORK  10017 


It's  tough  to  keep  track  of  four  kinds  of  paper  in  all  the 
colors,  sizes,  weights  you  need.  International  Paper's  Springhill® 
Business  Paper  simplifies  inventory,  saves  money  besides. 
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The  Energy  Systems  Company  is  also  a  leader  in 
the  business  of  keeping  the  environment  clean. 


Electric  utilities  across  the 
United  States  are  turning  to 
coal  with  the  help  of  C-E 
scrubbers  and  other  equip- 
ment to  remove  sulfur  dioxide 
and  particulate  matter  from 
flue  gases. 

Ten  years  ago,  C-E 
installed  the  first  commercial- 
size  utility  scrubber  in  the 
nation.  Today,  C-E  has  more 
experience  serving  U.S.  utili- 
ties than  any  other  supplier, 
and  more  scrubbers  on  order. 

C-E  is  working  on  a  number 
of  fronts  to  help  burn  coal 
more  cleanly. 

C-E  Tyler  has  developed 
screening  equipment  for  clean- 
ing coal  before  it  is  burned. 
Together  with  other  equip- 
ment, it  removes  a  significant 
amount  of  surface  sulfur  and 


other  contaminants  from  coal. 
C-E  Lummus  has  patented  a 
process  that  can  convert  coal 
into  transportation  fuels, 
removing  ash,  nitrogen  and 
sulfur.  C-E  Power  Systems 
operates  a  pilot  plant  that  is 
turning  coal  into  a  clean- 
burning  gas  of  the  kind  used 
by  electric  utilities. 

C-E  is  helping  to  clean 
the  water,  too. 

Other  C-E  energy  specialists 
are  helping  industries  and 
municipalities  clean  up  the 
nation's  water  resources. 

C-E  Bauer  makes  screens 
for  economically  removing 
and  recovering  solids  from 
waste  water.  And  C-E  Minerals 


offers  a  number  of  chemicals 
for  efficient  treatment  of 
municipal  water  and  industrial 
wastes. 

For  more  than  65  years, 
C-E  has  been  supplying 
systems,  equipment,  tech- 
nology and  research  to  help 
produce  the  world's  energy, 
conserve  it,  squeeze  more  uses 
from  it,  and  clean  up  after  it. 

For  more  information 
about  C-E  and  the  environ- 
ment, write  Combustion 
Engineering,  Inc.,  Dept. 
7004-93, 900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


\pver  optimistic  even  in  time  of  adversity,  the  metals 


producers  think  they  are  entering  a  golden  age. 
Maybe  they  are.  They  have  what  the  world  needs. 


Metals 


If  the  Seventies  was  a  period  of  famine  for  most  of  the 
metals  producers  and  their  shareholders,  the  decade  of  the 
Eighties  promises  to  be  a  banquet.  For  the  aluminum  and 
copper  giants  the  few  bright  years  couldn't  redeem  what 
turned  out  to  be  a  decade  with  one  of  the  worst  earnings 
streaks  on  record.  A  binge  of  overexpansion  by  the  aluminum 
companies  in  the  late  Sixties  and  early  Seventies  glutted  the 
marketplace  with  the  metal. 

It  wasn't  until  1978  that  the  earnings  and  stock  prices  for 
Alcoa,  Kaiser  Aluminum  &  Chemical,  Reynolds  Metals  and 
Alcan  began  to  rebound.  In  1979,  for  the  first  time  in  more 
than  a  decade,  all  four  companies'  return  on  equity  exceeded 
16%.  All  four  aluminum  pro- 
ducers rang  up  record  earnings, 
jumping  an  average  of  35% 
from  1978.  And  although  the 
recession  will  almost  surely 
undercut  those  gains,  the 
tightening  supply  in  the  face  of 
increasing  demand  for  these 
metals  over  the  rest  of  this  de- 
cade bodes  well  for  producers 
and  investors  alike. 

"We  are  positive  there  is  go- 
ing to  be  a  shortage  of  alumi- 
num in  the  Eighties,"  says 
Cornell  C.  Maier,  chairman 
and  CEO  of  Oakland,  Calif. 's 
Kaiser  Aluminum.  "We'll  nev- 
er again  see  the  overexpansion 
we  had  in  the  late  Sixties  be- 
cause of  the  unavailability  and 
price  of  energy  around  the 
world.  To  us,  building  inven- 
tories is  money  in  the  bank." 

Maier 's  conviction  is  shared 
by  most  industry  executives, 
including  Alcoa's  Vice  Presi- 
dent of  Corporate  Planning 
Harry  Goem,  and  David  M. 


Kaiser  Chairman  Cornell  C.  Maier 

"To  us,  building  inventories  is  money  in  the  bank.' 


Culver,  president  and  CEO  of 
[Canada's  Alcan.  Why  these  men  see  an  impending  shortage 
has  a  lot  to  do  with  the  dearth  of  new  primary  capacity. 
Although  producers  like  Kaiser  and  Alcoa  are  planning  expan- 
sion of  flat-rolled  product,  there  is  virtually  no  new  capacity  for 
primary  raw  ingot  (the  term  used  to  describe  aluminum  ex- 
tracted from  bauxite)  scheduled  to  come  on  stream  domestical- 
ly in  the  foreseeable  future.  (The  exceptions  in  the  U.S.  are  a 
$400  million  plant  being  built  by  Alumax  in  South  Carolina, 
and  facilities  under  construction  or  just  completed  by  Martin 
Marietta  and  Atlantic  Richfield's  Anaconda  subsidiary.)  Ca- 
pacity should  grow  by  3%,  but  demand  is  expected  to  grow  in 
excess  of  5%  a  year.  Japan's  decision  two  years  ago,  moreover, 
to  cut  off  a  third  of  its  smelting  production  because  of  soaring 
|  energy  costs  will  mean  greater  dependence  on  the  U.S.'  big 


three  and  Alcan  for  aluminum.  What's  more,  because  foreign- 
made  aluminum  is  more  expensive  than  that  manufactured  in 
the  U.S.,  the  domestic  producers  are  protected  from  the  threat 
of  import  competition. 

It  is  understandable  why  the  producers  are  not  rushing 
headlong  to  build  smelting  plants.  Even  at  today's  ingot  price 
of  66  cents  a  pound — compared  with  the  1978  average  of  55 
cents — the  massive  capital  outlays  and  rocketing  energy  costs 
involved  would  mean  a  low  return  on  investment.  Maier 
estimates,  for  example,  that  building  a  plant  today  costs  four 
times  the  amount  it  did  ten  years  ago.  That's  why  Kaiser's 
future  expansion  plans  are  negligible  compared  with  its  38% 

growth  in  smelting  capacity 
over  the  last  decade.  Also,  the 
days  of  new  low-cost  hydro- 
electric power  in  the  U.S.  are 
practically  over.  The  Pacific 
Northwest's  Bonneville  Power 
Authority,  which  provides 
cheap  energy  for  the  produc- 
tion of  a  third  of  the  U.S.'  alu- 
minum, will  soon  be  hiking  its 
rates  sharply. 

But  that's  only  the  supply 
side.  The  changes  expected  on 
the  demand  side  are  no  less  a 
testament  to  the  bright  out- 
look for  the  Eighties.  Govern- 
ment mileage  requirements 
have  placed  heavy  aluminum 
demands  on  Detroit's  big 
three  automakers.  Although 
the  production  of  automobiles, 
trucks  and  buses  is  almost  cer- 
tain to  drop  below  1979's  11.5 
million  units  as  the  recession 
worsens,  each  car  rolling  off 
Ford's  assembly  lines  this 
year,  for  instance,  will  average 
140  pounds  of  aluminum  compared  with  about  117  pounds  last 
year,  and  will  reach  200  pounds  by  1985,  when  it  is  estimated 
that  transportation  will  account  for  25%  of  all  aluminum 
consumed,  compared  with  today's  21%.  The  other  major  alu- 
minum markets,  construction  and  containers,  are  roughly  the 
same  size  as  transportation.  With  housing  starts  already  drop- 
ping from  last  year's  1.7  million  units,  demand  for  aluminum 
by  builders  will  soften  considerably.  But  the  beer  and  soft- 
drink  can  manufacturers  will  take  up  some  of  that  slack.  The 
percentage  of  beer  cans  made  from  aluminum  has  grown  from 
60%  to  75%  in  the  last  four  years  alone,  and  moic  growth  can 
be  expected  in  the  next  four. 

Small  by  comparison  with  the  transportation,  building  and 
container  markets,  the  aerospace  industry's  aluminum  usage 
(3.5%  of  total  consumption)  has  grown  35%  a  year  for  the  last 
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couple  of  years,  and  although  that  brisk  pace  won't  be  main- 
tained, demand  will  remain  strong.  Aircraft  manufacturers  like 
Boeing,  Lockheed  and  McDonnell  Douglas  have  three  times 
more  orders  on  their  books  today  than  just  two  years  ago. 
Some  of  them  have  worked  closely  with  the  manufacturers  to 
develop  special  alloys  containing  aluminum,  zinc,  magnesium 
and  copper. 

Aluminum  shipments  overall  are  expected  to  be  down  3%  to 
8%  this  year  from  1979's  7.25  million  tons,  depending  on  the 
severity  of  the  recession.  For  the  longer  term,  shipments  will 
increase  6%  a  year.  Although  Ronald  Shorr  of  Bear,  Stearns  & 
Co.  is  predicting  an  earnings  decline  of  more  than  25%  this 
year  for  Kaiser,  Alcoa,  Alcan  and  Reynolds,  an  investor  willing 
to  look  ahead  toward  1981  might  do  well  to  consider  the 
aluminum  play. 

Last  year  brought  relief  to  the  long-suffering  copper  produc- 
ers— Kennecott  Copper,  Phelps  Dodge,  Newmont  Mining,  GK 
Technologies  and  Standard  Oil  of  Indiana's  Cyprus  Mines 
subsidiary.  Their  earnings  rocketed  as  much  as  20  times  1978 
levels — but  from  dismally  low  levels.  The  big  jump  was  attrib- 
utable to  the  90  cents-a-pound  average  price  of  copper  com- 
pared with  the  60-cent-to-65-cent  price  range  of  the  last  five 
years.  As  with  aluminum,  copper  prices  reflected  strong  de- 
mand for  the  metal  in  the  face  of  a  dwindling  supply.  Ware- 
house inventories  at  the  London  Metal  Exchange,  for  example, 
had  gotten  below  200,000  tons  at  year's  end,  down  70%  from 
the  record  709,000  tons  of  January  1978. 

Metals 


The  boom  in  copper  prices  follows  one  of  the  fallowe; 
periods  on  record.  A  worldwide  glut  of  the  metal  (the  U.j 
accounts  for  a  fourth  of  the  world's  copper)  caused  prices  to  fa 
sharply  during  the  1974-75  recession.  But  patient  investoi 
whose  shares  were  cut  in  half  in  1977  were  able  to  recoup  som 
of  their  losses  this  past  year. 

"It's  been  a  highly  traumatic  period.  The  industry  has  had  t 
incur  enormous  debt  on  its  balance  sheets,"  says  Phelps  Dodg 
Chairman  George  Munroe,  whose  company's  production  i 
running  full  throttle,  with  workers  punching  time  clocks  si 
days  a  week  instead  of  the  four  days  common  at  many  Phelp 
mines  in  1975.  Munroe  is  admittedly  pessimistic  about  th 
economy  this  year,  but  sees  a  resurgence  in  copper  demand  i 
1981.  (In  any  case  he's  playing  it  close  to  the  vest.  "We  want  t 
remain  flexible,"  he  says,  echoing  the  sentiment  of  otht 
industry  executives.)  Should  demand  start  falling  off,  Phelp 
will  curtail  production  accordingly. 

As  William  G.  Siedenburg  of  Smith  Barney,  Harris  Upham  t 
Co.  points  out,  for  every  1-cent  price  increase  in  copper,  th 
per-share  earnings  of  Phelps  Dodge  will  increase  by  as  much  a 
17  cents.  For  Kennecott,  14  cents;  Newmont,  13  cents.  Unlik 
Kennecott  and  Newmont,  Phelps'  mines  don't  produce  sizabl 
amounts  of  gold,  silver  and  molybdenum  (an  important  ingre 
dient  in  Arctic  pipelines),  all  of  which  have  had  sharp  pric 
runups. 

It's  a  different  story  altogether  for  Kennecott  and  Newmoni 
which  extract  vast  amounts  of  precious  metals  while  minin, 
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10.7 

7 

13.4 

0.4 

8.5 

7 

7.6 

13.3 

10.8 

7 

0.6 

6 

Newmont  Mining 

8.7 

8 

21.6 

0.4 

14.2 

8 

6.7 

16.2 

14.0 

5 

-7.5 

8 

Inco  Ltd 

8.0 

9 

3.9 

0.5 

2.5 

10 

5.2 

3.6 

12.4 

6 

-8.9 

10 

ASARCO 

6.9 

10 

24.3 

0.4 

18.0 

9 

6.1 

14.3 

5.1 

10 

-7.6 

9 

Medians 

11.3 

18.6 

0.4 

12.8 

8.8 

5.9 

13.2 

2.9 

Industry  Medians 

11.3 

19.3 

0.5 

11.8 

8.3 

6.0 

12.5 

6.5 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
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Jack  Bogardus,  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

"If  we're  going  to  help  clients  protect  current  assets  and  safeguard 
future  growth,  we  must  be  a  full-fledged  member  of  their  financial  teams" 


"The  business  of  managing 
corporate  risks  is  in  a  state  of  con- 
stant change.  Our  response  to  this 
volatile  environment  is  an  ever- 
deepening  commitment  to  act  as 
extensions  of  our  clients'  financial 
departments.  The  challenge  we  face 
together  is  how  best  to  ensure  the 
client's  business  growth  as 
emerging  economic,  technological, 
legislative  and  social  forces  come 
into  play.  To  do  this,  we  developed 
several  highly  sophisticated. 


computer-based  techniques.  Their 
applications  are  complex,  but  the 
result  is  simple:  they  help  enhance 
the  client's  bottom  line— now  and 
in  the  future.  And  that's  what  we 
think  our  value  as  a  team  member 
is  all  about." 

Working  from  a  client's  point 
of  view  is  our  way.  From  our  top 
management  to  the  men  and 
women  in  over  1 10  cities  here  and 
overseas.  That  means  working  as 
allies,  solving  business  problems 


together. 

We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  and  financial 
services  business.  We  have  the 
facilities,  expertise  and  strength  to 
act  as  effective  allies.  We  work 
from  a  client's  point  of  view, 

rar^oSionis  Alexander 

large  or  small.  QP$&t&nC\eT 
The  Allies 


SAN  DIEGO: 
A  PROVEN  SITE 
FOR  SUCCESS 


Of  all  the  areas  you 
could  choose  to  expand, 
relocate  or  begin  a 
business  enterprise, 
San  Diego  offers  a  unique 
combination  of  striking 
advantages. 


San  Diego  is  part  of  the 
Southern  California 
marketplace-one  of  the 
nation's  largest  and 
fastest  growing.  And 
there's  a  very  favorable 
local  tax  structure. 

We  have  a  large,  first- 


rate  labor  force  and  a 
wide  choice  of  sites  for 
business  and  industry. 

All  these  things  and 
more  add  up  to  a  healthy, 
attractive  business 
climate,  which  has  been 
discovered  by  some  of  the 
leading  companies  of  the 
world.  We  invite  you  to 
join  them.  And  we'll  do 
everything  we  can  to 
tempt  you. 


SAN  DIEGO 
ECONOMIC 
DEVELOPMENT 
CORPORATION 

1200  Third  Avenue.  Dept.  FB-01 .  San  Diego.  CA  92101 


"T^y^  (7I4|  234^4*4 


ENTEX  IS  MORE 
THAN  A 
HOUSEHOLD  WORD. 

Sure,  we  supply  natural  gas  to  over  1,000,000  cus- 
tomers. But  our  subsidiaries  are  involved  in  oil  and 
gas  exploration,  production,  contract  drilling  and  lig- 
nite coal.  Our  savings  and  loan  doubled  its  assets  this 
year  to  over  $  1 .3  billion.  And  we've  achieved  all-time 
highs  in  earnings  per  share,  net  income  and  revenues. 

Find  out  more.  For  a  copy  of  our  annual  report 
write:  Entex,  RO.  Box  2628,  Houston,  Texas  77001. 


enIex 

Entex,  Inc.,  Entex  Petroleum,  Inc.,  Big  Chief  Drilling  Company, 
Entex  Coal  Company,  Allied  Materials,  Datotek  and  University 
Savings  Association. 


copper.  These  by-product  metals  part 
offset  the  huge  cost  of  mining  coppi 
Kennecott,  for  instance,  produces  mo; 
gold  than  any  other  U.S.  mining  con 
pany  except  Homestake  Mining  Co.  Ft 
every  ton  of  copper  (worth  about  $1,9( 
at  recent  prices)  that  comes  out  of 
Kennecott  mine,  the  company  reaj 
about  $225  worth  of  gold,  $125  worth 
silver  and  $408  worth  of  molybdenur 
One  of  the  lowest-cost  copper  produce 
is  Newmont,  which  last  year  product 
350,000  ounces  of  gold — earning  mo: 
from  gold  alone  in  1979  than  from  all  i 
operations  in  1978. 

Siedenburg  predicts  earnings  for  th 
copper  producers  will  drop  more  tha 
10%  on  average  this  year  as  coppi 
prices  fall  to  the  80-cent-to-85-cei 
range.  He  sees  a  6%  drop  in  domest 
consumption  and  a  slight  increase  in  di 


"We  are  positive  there  is  goin> 
to  be  a  shortage  of  aluminur 
in  the  Eighties.  If  we  were  t 
build  a  plant  today,  it  wouh 
cost  at  least  Jour  times  th 
amount  of  ten  years  ago." 


mand  outside  the  U.S.  Also  contributin 
to  lower  prices  will  be  the  addition  « 
some  600,000  tons  of  production  as  nc 
mines  come  on  stream  or  old  ones  ai 
reopened  in  Mexico,  Australia,  Chile,  th 
Philippines  and  Canada,  as  well  as  in  th 
U.S.  But  despite  the  short-term  softenin 
of  demand,  things  look  considerabl 
brighter  longer  term. 

Siedenburg  predicts  that  in  the  Eigtr 
ies  there  will  be  a  new  range  of  pricin 
for  copper  in  the  $l-to-$1.70  range.  ; 
he's  right,  earnings  for  the  produce! 
could  grow  exponentially. 

In  diversified  metals,  earnings  were  u 
sharply  last  year  for  ASARCO,  Texasgul 
Gulf  Resources  &  Chemical,  St.  Joe  Mir 
erals,  Engelhard  Minerals  &  Chemicai 
and  AMAX  as  the  prices  of  lead,  zinc  an 
molybdenum  followed  copper,  alum 
num,  silver  and  gold.  AMAX,  Inc.,  th 
world's  biggest  molybdenum  produce 
doubled  its  earnings  to  $6. 1 5  as  molybdt 
num  prices  went  from  an  average  c 
$4.50  to  over  $8  a  pound.  With  lead  avc 
aging  about  50  cents  a  pound — 15  cent 
above  1978's  price — St.  Joe  Minerals  wa 
able  to  hike  its  earnings  last  year  fror 
$1.95  to  $3.85.  The  diversified  metal 
producers,  like  the  copper  producer;  | 
have  weathered  a  bad  decade,  forcin 
them  to  shut  down  marginal  mines.  Gu 
Resources  &  Chemical,  for  one,  shu 
down  two  of  its  zinc  operations  an  i 
hasn't  yet  reopened  them. 

Just  how  the  metals  producers  will  far 
this  year  depends,  of  course,  on  wha  i 
happens  to  the  economy.  Long  rangt 
they  have  what  the  world  must  have.  ■ 
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Grupo  Industrial  Alfa,  S  A 
$75,000,000 

Medium  Term  Financing 


BankAmerica  International  Group 


Managed  by: 

Deutsche  Bank  AG 

-London  Branch  -       Grindlay  Brandts  Limited 


Banco  Di  Roma 

—  New  York  Branch  — 

Credit  Lyonnais 
Societe  Generate 


Co-Managed  by: 

The  Bank  of  Tokyo  Trust  Company 

Credit  Suisse 
Societe  Generale  de  Banque  S.A. 


Banque  de  Paris  et  des  Pays-Bas 

Lloyds  Bank  International  Limited 
The  Sumitomo  Bank,  Limited 


Provided  by: 

Banco  Di  Roma       Bank  of  America  NT&SA       The  Bank  of  Tokyo  Trust  Company 
Credit  Lyonnais      Credit  Suisse       Deutsche  Bank  AG       Grindlays  Bank  Limited       Lloyds  Bank  International  Limited 

—  London  Branch— 

Societe  Generale        Societe  Generale  de  Banque  S.A.        The  Sumitomo  Bank,  Limited        The  Sanwa  Bank,  Limited 


Banque  de  Paris  et  des  Pays-Bas 

—  London  Branch  — 


Agent 

BANK  OF  AMERICA' 


The  soapmakers  and  suppliers  to  retail  chains  have 
already  had  a  dry  run  on  their  recession,  so  their 
inventories  are  down  and  they've  cut  costs. 


Household  products 
and  apparel 


For  the  makers  of  clothing,  textiles,  appliances  and 
housewares,  1980  could  turn  out  to  be  not  a  whole  lot 
worse  than  what  they  went  through  last  year.  While  the 
recession  that  was  supposed  to  swallow  1979  only  played 
around  with  the  economy  like  a  pussycat  with  a  mouse, 
companies  such  as  Whirlpool  Corp.,  Oxford  Industries,  Hoover 
Co.,  Magic  Chef  and  Springs  Mills  took  the  worst  of  it.  The 
rising  costs  of  housing,  energy,  food  and  medical  care,  on 
which  inflation  is  taking  a  17%  annual  ride,  leave  that  much 
less  disposable  income  for  spending  on  cooking  ranges,  refrig- 
erators, sport  jackets  and  hair  dryers. 

Consumers  have  been  borrowing  at  record  rates,  but  they  are 
being  very  selective  about  where  they  spend  those  borrowed 
dollars.  For  most  of  the  companies  in  Forbes'  Household 
Products  And  Apparel  Group  this  translates  into  a  continued 
inability  to  pass  on  rising  manufacturing  costs  to  their  custom- 
ers. Thus,  the  inflation  rate  for  rion  necessities  last  year  was  a 
mere  6% — half  the  overall  rate. 

In  July  Procter  &  Gamble  ($9.3  billion)  tried  a  7%  price 
increase  on  its  facial  and  toilet  tissue — two  very  important 
products  in  P&G's  nonfood  product  area,  the  source  of  85%  of 
its  sales  and  over  90%  of  its  profits.  But  by  September,  when 


Heels  to  the  rescue? 


Fashion  and  wild  eclecticism 
in  style  raised  U.S.  shoe  sales 
18%  last  year  to  over  $14.3 
billion:  track  shoes,  tennis 
shoes,  cowboy  boots,  saddle 
shoes,  resurgent  penny  loaf- 
ers, woven  summer  shoes, 
climbing  boots,  women's 
pumps  in  staggering  combi- 
nations of  color,  heel,  strap 
and  toe  formation. 

There  would  be  little  to 
stop  shoe  bags  from  overflowing  except  that  leather  prices 
are  65%  higher  than  two  years  ago  and  foreign  producers, 
who  account  for  about  half  of  U.S.  retail  shoe  sales,  are 
pushing  their  highest-priced  products  onto  the  U.S.  to  get 
the  most  from  import  quotas.  The  variety  is  still  bringing 
shoppers  to  the  shoe  stores  in  droves,  but  there's  less 
buying.  Says  Milton  Shore,  president  of  Morse  Shoe  Co.,  a 
$400  million  operator  of  leased  shoe  departments  and 
nearly  600  self-service  Fayva  stores,  "There  is  not  a  tre- 
mendous amount  of  optimism  for  1980." 

But  style  changes  may  keep  the  bubble  floating  a  while 
longer;  Joseph  Browne,  "better  shoe"  manager  at  Bloom- 
ingdale's — always  a  trend  leader  for  shoe  retailers — expects 
this  spring's  lower  heel  on  women's  shoes  to  boost  de- 
mand again.  And  what  Bloomies  can  sell  for  $100  in 
leather,  Fayva  can  market  for  $30  in  polyurethane. 


92 


competitors  like  Colgate-Palmolive  Corp.  ($4.5  billion)  stil 
hadn't  hiked  their  own  prices,  P&G  called  off  its  increase 
That  signals  the  priorities  for  this  group  in  1980:  soft  prices 
maybe,  but  loss  of  market  share?  Over  somebody's  dead  body 

For  housekeeping  productmakers  like  P&G  and  Colgate,  tht 
transition  into  the  1980s  means  facing  up  to  the  end  of  2t 
years  of  unceasing  market  growth  as  the  baby-boom  genera 
tion  matures  into  its  homemaking  phase.  Market  analysts, 
such  as  Jane  Gilday  of  Faherty  and  Faherty,  look  for  Pure* 
($629  million  sales)  and  other  lower-priced  discounters  to  pick 
up  market  share  from  higher-priced  competitors. 

Still,  as  bad  as  the  slowdown  may  get,  these  companies 
won't  be  their  own  worst  enemies  this  time  around.  Say 
Gilday:  "This  has  been  the  best-heralded  recession  ever.  A1J 
through  the  industry  the  companies  have  been  watching  theit 
inventories  and  keeping  costs  down." 

If  anything,  the  textile  and  apparel  producers  have  been  even 
more  sensitive.  Seldom  have  the  inventory  pipelines  from 
department  stores  to  apparel  manufacturers  to  textile  produc 
ers  to  fibermakers  been  so  squeaky  clean.  For  those  who 
sustain  themselves  by  keeping  the  Sears,  Roebucks,  J.C.  Pen 
neys,  Montgomery  Wards  and  K  marts  stocked  with  plaid 
shirts,  wool  socks,  sensible  underwear  and  disco  pants  knock- 
offs,  the  cure  was  almost  worse  than  the  disease.  As  early  as 
the  fourth  quarter  of  1978  the  mother  chains  began  inventory 
workoffs  in  preparation  for  their  fiscal  blahs,  and  their  hungry 
suppliers  have  been  banging  their  plates  for  more  orders  ever 
since.  Goldman,  Sachs  textile  analyst  Jay  Meltzer  thinks  the 
private-label  manufacturers  such  as  Kellwood  Co.,  Oxford  In 
dustries,  Cluett,  Peabody  &  Co.,  Inc.  and  Phillips-Van  Heusen 
Corp.  may  have  already  seen  the  worst  of  it.  "I  don't  think 
1980  will  be  as  bad  for  them  as  1979  was,"  says  Meltzer. 

But  in  St.  Louis,  where  Kellwood  is  having  its  second  down 
year  in  a  row  (it  depends  on  Sears  for  74%  of  its  sales  annually), 
CEO  Fred  W.  Wenzel  isn't  so  sure:  "We  expect  1980  to  be  a 
down  year.  We  haven't  seen  any  appreciable  change  in  orders 
from  Sears,  and  don't  expect  to  for  a  while.  Consumers  aren't 
going  to  have  enough  money  to  spend  on  apparel." 

But  not  every  garment-  and  textilemaker  is  as  fused  to  one 
customer  as  Kellwood,  and  the  industry  is  full  of  people  who 
don't  think  they  will  experience  a  true  recession  in  1980  at  all. 
Some  say  that  computerized  inventory  management  systems, 
careful  buying  patterns  and  other  hard-learned  lessons  from 
1974-75  may  have  so  diffused  the  effects  of  this  recession  as  to 
change  its  nature.  Says  Cone  Mills  Chairman  Lewis  S.  Morris, 
"The  whole  industry  learned  something  from  the  last  reces- 
sion. With  the  economy  turning  down,  the  industry  can  look 
for  1980  to  be  more  of  the  same  as  we've  had  in  1979." 

"More  of  the  same"  for  Morris  and  Cone  Mills  will  also  have 
its  positive  side.  Along  with  Dan  River  Inc.,  West  Point- 
Pepperell  and  J. P.  Stevens,  they  are  among  the  biggest  produc 
ers  of  denim  and  corduroy — two  products  that  will  continue  to 
be  much  in  demand  here  and  overseas  in  what  looks  like  an 
unstoppable  rebound  from  an  inventory  glut  in  1978.  The  eager 
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denim  customers  are  not  only  the  traditional  blue  jeans  mak- 
ers, Levi  Strauss,  Blue  Bell  and  H.D.  Lee,  but  smaller  manufac- 
turers, such  as  Puritan  Fashions  Corp.,  which  are  licensed  to 
make  those  hot-selling  $35  designer  jeans. 

At  year-end  the  big  three  jeans  producers  were  claiming  25% 
order  backlogs  and  20%  to  40%  earnings  increases  over  1978. 
For  some  of  their  denim  suppliers,  like  Graniteville  and  Riegel, 
the  demand  at  best  promises  only  to  offset  the  drag  on  their 
earnings  from  other  slow-moving  fabrics,  making  1980  a  year 
of  continued  flat  profits.  But  Cone  Mills,  which  may  have  a 
bigger  stake  in  denim  and  corduroy  than  any  other  U.S.  pro- 
ducer, thought  enough  of  the  market  to  pass  on  a  1.8%  price 
increase  to  its  customers  last  fall,  just  after  a  third  quarter  lift 
in  prices.  There  wasn't  a  murmur  of  complaint. 

Burlington  Industries,  the  biggest  factor  in  the  textile  busi- 
ness, with  sales  of  $2.4  billion  last  year,  produces  about  as 
much  denim  and  corduroy  as  does  $618  million-sales  Cone 
Mills.  But  Burlington's  large  commitment  to  a  sagging  home 
furnishings  business  and  a  full  range  of  synthetic  fabric  produc- 
tion sets  it  up  for  continued  hard  times  in  1980.  Even  where 


there  is  strong  demand  for  some  synthetics,  such  as  textured 
polyester  wovens,  a  versatile,  wear-resistant  fabric  used  by 
Levi  Strauss  in  its  popular  stretch  slacks  and  coveted  by  China, 
the  goods  are  being  overproduced  by  the  industry.  In  fact, 
analysts  expect  the  entire  noncellulose  synthetic  fiber  industry 
(including  wovens,  double  knits  and  polyester  staple)  to  flatten 
or  even  fall  by  3%  or  so — an  industry  segment  that  grew  7%,  to 
over  8  billion  pounds  shipped  last  year. 

Nevertheless,  Burlington,  which  took  more  than  a  little  flak 
for  spending  $35  million  to  modernize  a  denim-producing 
plant  in  the  middle  of  an  inventory  glut  in  1978,  is  plainly 
delighted  at  the  way  that  investment  is  already  paying  off. 
"The  onetime  startup  expenses  for  modernizing  our  denim 
production  have  already  been  paid,"  says  Burlington  President 
Frank  S.  Greenberg.  "We  said  we  would  be  profitable  by  the 
March  quarter  and  we  were." 

Despite  the  dour  outlook  for  the  economy's  short-term 
health,  the  giant  mill  firm  will  continue  in  1980  its  formidable 
capital  spending  of  the  last  few  years,  devoting  about  $215 
million  to  new  plant  and  equipment.  Explains  CEO  William  A. 
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Appliances 

Maytag 

27.2% 

1 

28.8% 

0.0 

27.5% 

1 

26.5% 

12.0% 

9.1% 

4 

8.7% 

5 

General  Electric 

19.4 

2 

21.2 

0.2 

18.5 

2 

16.9 

6.4 

10.5 

3 

11.2 

2 

Whirlpool 
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3 
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RCA 
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1 

Sunbeam 
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1 

10.9 

3 

Hoover  Co 

10.3 
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6 
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6 
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Magic  Chef 
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2 
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6 
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Housewares  &  Furnishings 

Rollins  Inc 

22.3% 

1 

19.2% 

0.1 

16.1% 

1 

17.5% 

8.6% 

12.6% 

3 

13.1% 

3 

Toro 

17.2 

2 

29.2 

0.6 

21.0 

2 

12.9 

4.8 

19.2 

1 

13.8 

2 

Insilco 

15.9 

3 

16.7 

06 

9.8 

5 

9.6 

5.2 

5.6 

8 

10.6 

6 

Black  &  Decker 

15.0 

4 

21.2 

0.2 

17.3 

3 

12.4 

7.8 

17.5 

2 

12.5 

5 

Stanley  Works 

14.7 

5 

18.4 

0.3 

14.7 

4 

11.6 

6.0 

11.0 

4 

12.8 

4 

Talley  Industries 

12.7 

6 

6.9 

0.8 

5.6 

7 

8.0 

1.8 

6.0 

7 

8.9 

7 

Roper  Corp 

12.4 

7 

9.8 

0.6 

7.4 

6 

9.0 

2.3 

8.1 

6 

18.5 

1 

Mohasco 

6.0 

8 

3.5 

0.7 

3.7 

8 

5.0 

0.9 

8.7 

5 

-2.6 

8 

Medians 

14.9 

17.6 

0.6 

12.3 

10.6 

5.0 

9.9 

12.7 

Housekeeping  Products 

Clorox 

19.5% 

1 

19.0% 

0.2 

15.9% 

1 

15.1% 

6.6% 

18.2% 

1 

6.6% 

6 

Procter  &  Gamble 

18.9 

2 

19.4 

0.2 

15.3 

2 

14.9 

6.1 

15.3 

4 

11.2 

3 

Economics  Laboratory 

17.9 

3 

18.3 

0.2 

14.5 

4 

13.7 

6.5 

17.7 

2 

15.8 

1 

Colgate-Palmolive 

16.7 

4 

15.9 

0.3 

12.6 

3 

14.4 

3.9 

16.1 

3 

10.8 

4 

Purex  Industries 

15.0 

5 

15.1 

0.3 

113 

5 

11.1 

4.1 

7.2 

6 

11.8 

2 

Scott  Paper 

11.0 

6 

15.2 

0.4 

11.2 

6 

8.2 

7.4 

12.1 

5 

10.6 

5 

Medians 

17.3 

17.1 

0.3 

13.6 

14.1 

8.3 

15.7 

11.0 

Industry  Medians 

14.9 

16.7 

0.4 

11.8 

10.6 

4.4 

9.0 

10.7 

All- Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

sew 


Note:  Explanation  of  Yardstick  calculations  on  page  51. 
P-D  Profit  to  Deficit,    def  Deficit. 
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Klopman,  "We  are  seeing  positive  results  from  our  extensive 
capital  spending  programs.  We  believe  our  industry  will  not 
surfer  as  deep  a  downturn  as  others  and  we  think  that  the 
recession  will  not  be  as  severe  as  1974-75." 

Fast-rising  export  sales  have  been  the  most  noticeable  payoff 
on  the  industrywide  capital  spending  spree  of  recent  years. 
Besides  Burlington,  producers  Dan  River  and  Springs  Mills 
have  been  spending  nearly  one  and  one-half  times  their  annual 
depreciation  (the  usual  industry  level)  on  modernization. 

Along  with  trade  agreements  restricting  imports,  the  de- 
valued dollar  and  worldwide  acceptance  of  U.S.  fashions,  up- 
graded technology  has  made  the  U.S.  the  world's  lowest-cost 


textile  producer  and  driven  exports  up  50%  last  year  whil 
imports  fell  20% .  Many  industry  executives,  such  as  Dan  Rivii 
President  Robert  S.  Small,  expect  that  a  downturn  in  consume 
spending  at  home  will  be  considerably  offset  by  the  boomui 
export  market  in  1980.  Says  Small,  "We  are  countercyclizo 
with  Europe  and  the  Far  East  right  now.  Last  year  our  expon 
raised  U.S.  textile  production  2%  or  3%  for  the  year  and  w 
expect  that  increase  to  hold  up  through  1980." 

Could  it  be  that  the  healthy  export  market,  combined  wit 
staggered  business  cycles  here  and  overseas,  will  further  help  t 
counteract  recessionary  trends  in  the  coming  decade?  "At  th 
present  time  it  sure  looks  that  way,"  says  Small.  ■ 


Apparel 


Yardsticks  of  Management  Performance 


Profitability 


Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

debt/ 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5 -year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Apparel 

Levi  Strauss 

33.7% 

1 

32.0% 

0  2 

27.2% 

1 

28. 1% 

Q  1°/, 

21.6% 

1 

40.7% 

2 

RIiip  RpII 

25.3 

2 

21.8 

0  1 

18.6 

2 

21.0 

6  5 

17.7 

2 

28.3 

3 

VF  Corp 

16.3 

3 

17.5 

0. 1 

14.9 

3 

14.0 

6.9 

8.8 

4 

9.6 

6 

Interco 

14.6 

4 

14.4 

12.8 

4 

13.7 

C  1 
1 

1 1.1 

3 

8.9 

7 

Manhattan  Industries 

13.7 

5 

1 1.6 

1.0 

6.8 

5 

9. 1 

1.8 

8.4 

C 

~J 

69.6 

1 

Oxford  Industries 

10  2tt 

(y 

9  9 

KJ-O 

8  6 

8  8tt 

7.8 

7 

5.1* 

8 

Cluett,  Peabody 

10.1 

7 

9.3 

n  3 

u.o 

7.7 

7 

8.5 

2  7 

2.5 

12 

22.7 

5 

Rapid -American 

9.8 

8 

17.1 

o.o 

6.8 

10 

5.8 

1  c 

i  .j 

-0.5 

13 

24.6 

4 

Kellwood 

9.4 

9 

def 

U.o 

1.0 

8 

7.4 

aer 

8.3 

6 

-2.7 

11 

Hart  Schaff  &  Marx 

8.2 

10 

9.9 

0.3 

8.7 

9 

7.2 

3.2 

5.8 

9 

3.8 

9 

Jonathan  Logan 

5.3 

1 1 

3. 1 

0.3 

3.1 

1  \ 

4.8 

1.3 

4.1 

10 

-8.4 

12 

Phillips-Van  Heusen 

5.2 

12 

8.5 

0.6 

6.4 

12 

4.3 

2.2 

2.8 

11 

2.7 

10 

Warnaco 

1.3 

13 

15.5 

u.o 

10.6 

13 

2.7 

1  7 

7.1 

8 

-63.4 

13 

Genesco 

def 

14 

12.5 

1  A 
1  .0 

7.0 

14 

def 

1  1 

1 . 1 

-4.4 

14 

D-D 

14 

in  cuiuiis 

10.0 

12.1 

0.3 

8.2 

8.0 

2.7 

7.5 

7.0 

Textiles 

Cone  Mills 

17.4% 

1 

16.3% 

0.1 

14.8% 

1 

15.0% 

6.2% 

1 1 .3% 

2 

32.0% 

1 

Fieldcrest  Mills 

15.6 

2 

18.1 

0.5 

12.9 

3 

10.9 

4.8 

9.7 

5 

19.5 

3 

Collins  &  Aikman 

14.0 

3 

12.0 

0.1 

10.1 

2 

11.5 

3.7 

10.6 

4 

9.0 

8 

Riegel  Textile 

14.0 

4 

12.3 

0.4 

8.9 

5 

10.1 

3.8 

8.9 

7 

19.2 

4 

Reeves  Brothers 

12.2 

5 

18.0 

0.3 

14.6 

4 

10.4 

5.8 

7.7 

10 

10.9 

7 

West  Point-Pepperell 

10.5 

6 

9.5 

0.4 

7.6 

6 

8.9 

2.7 

12.4 

1 

14.3 

6 

Graniteville 

8.5 

7 

1.1 

0.2 

1.7 

8 

7.4 

0.4 

11.0 

3 

1.0 

12 

Burlington  Inds 

8.0 

8 

7.4 

0.5 

6.0 

9 

6.5 

2.9 

3.7 

13 

1.2 

11 

Cannon  Mills 

7.9 

9 

10.5 

0.0 

10.4 

7 

7.9 

4.9 

7.6 

11 

8.8 

9 

J  P  Stevens 

7.9 

9 

9.0 

0.6 

7.0 

10 

6.4 

2.4 

8.2 

8 

16.8 

5 

Dan  River 

6.7 

11 

13.0 

0.5 

8.9 

13 

5.2 

3.7 

6.4 

12 

25.5 

2 

Springs  Mills 

6.3 

12 

11.1 

0.2 

9.5 

12 

5.5 

4.6 

9.0 

6 

8.7 

10 

Avondale  Mills 

6.0 

13 

2.9 

0.0 

2.9 

11 

5.8 

0.9 

8.2 

9 

-4.6 

13 

M  Lowenstein 

def 

14 

1.1 

0.6 

2.6 

14 

1.7 

0.3 

2.9 

14 

P-D 

14 

United  Merch  &  Mfrs 

def 

15 

18.6 

3.4 

4.9 

15 

def 

1.6 

-0.9 

15 

P-D 

14 

Medians 

8.0 

11.1 

0.4 

8.9 

7.4 

3.7 

8.2 

9.0 

Shoes 

Melville 

28.6% 

1 

26.3% 

0.2 

24.5% 

26.4% 

4.8% 

19.0% 

1 

21.7% 

2 

SCOA  Industries 

25.7 

2 

28.3 

1.0 

17.0 

2 

15.3 

2.7 

15.1 

2 

68.9 

1 

McDonough 

17.7 

3 

16.6 

0.1 

14.7 

3 

14.7 

5.0 

9.7 

4 

16.3 

3 

United  States  Shoe 

16.0 

4 

16.0 

0.4 

12.5 

4 

12.3 

3.3 

11.6 

3 

13.4 

4 

Brown  Group 

12.2 

5 

15.6 

0.3 

12.8 

5 

9.9 

3.5 

9.6 

5 

5.5 

5 

Medians 

17.7 

16.6 

0.3 

14.7 

14.7 

3.5 

11.6 

16.3 

Industry  Medians 

10.2 

12.4 

0.3 

8.9 

8.7 

3.1 

8.4 

9.3 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  51. 

tFour-year  growth     ttThree-year  average    P-D  Profit  to  Deficit    def  Deficit    D-D  Deficit  to  Deficit 
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Millions  of  delicious  donuts 
90  home  every  day. 


And  Ill's  Unijax  prepares 
them  for  the  trip. 


Dunkin'  Donuts  is  famous  for  its  24-hour 
take-out  service,  and  IU's  Unijax  supplies  bags 
and  boxes  to  protect  their  tasty  products  on  the 
way  home.  What's  more,  Unijax  delivers  the  flour, 
sugar,  fruit  fillings  and  other  ingredients  that  help 
make  these  take-home  treats  so  appetizing  in  the 
first  place. 

With  a  network  of  39  distribution  centers  in 
20  states,  Unijax  is  not  only  busy  serving 
the  food  servers.  It  provides  a  variety  of 
everyday  items  used  by  retailers,  hotels 
and  motels,  hospitals,  schools,  printers 
and  publishers.  Products  like  tape  and 
printing  papers.  Janitorial  supplies.  Plas- 


International 


tic  cups  and  bags.  Fine  paper  for  books.  And  the 
list  is  growing. 

The  distribution  services  of  Unijax  are  just 
one  major  part  of  IU  International  —  a  diversified 
company  with  other  interests  in  land  and  sea 
transportation,  utilities,  industrials  and  agribusi- 
ness that  add  up  to  more  than  $2.5  billion  in 
annual  revenues. 

For  more  information  on  Unijax, 
write  to  Walter  L.  Moore,  President, 
Unijax,  Inc.,  PO  Drawer  J,  Jacksonville, 
FL  32203.  To  learn  more  about  IT  I 
International,  write  IU  Corporate  Affairs, 
1500  Walnut  Street,  Philadelphia,  PA  19102. 


Where  Ayco  leads,  confidence  follows , 


Avto.  Lycoming  Stratford  D\\ 


±1 » . 


m 


Avco  Community 


Ave©  Everett  Research  Laboratory,  Inc. 


The  first  fifty  years. 


From  the  beginning,  Avco 
Corporation  has  been  a  pio- 
neer. Incorporated  in  1929  as 
The  Aviation  Corporation, 
it  led  the  way  in  commercial 
aviation  and  aircraft  manu- 
facturing. 

Today,  Avco  upholds  its  heri- 
tage by  building  wings  for 
commercial  jetliners,  provid- 
ing engines  for  general  avia- 
tion aircraft,  and  developing 
new  ideas  for  the  nation's  mis- 
sile program.  Its  advanced  tech- 
nology is  being  applied  to  the 
development  of  industrial  lasers 
for  metalworking,  electronics 
and  sophisticated  computer  sys- 
tems, advanced  composite 
materials  and  medical  products 
for  open-heart  surgery.  Avco's 
technical  expertise  has  also 
made  it  a  leader  in  farm  equip- 
ment and  management  and 
support  services  worldwide. 

While  advancing  man's  tech- 
nical knowledge,  Avco  has  not 
neglected  his  personal  needs. 
Its  insurance  subsidiaries  have 
developed  life,  disability  and 
casualty  policies  that  reflect 
ever-changing  lifestyles.  Its 


consumer  finance  company  is 
the  world's  third  largest,  with 
approximately  1,900  branch 
of  fices  in  five  countries.  In  addi- 
tion, its  award-winning  planned 
residential  communities  have 
won  international  recognition. 

At  the  end  of  the  first  fifty 
years,  Avco's  operations  span 
four  continents.  Its  major  divi- 
sions and  subsidiaries  have  been 
structured  to  achieve  steady 
growth  and  profitability.  High 
technology,  labor  intensive 
manufacturing  businesses  are 
balanced  with  stable,  consumer- 
oriented  financial  services. 

In  each  one  of  the  special 
markets  it  serves,  Avco  has 
maintained  a  reputation  for 
leadership.  And  where  Avco 
has  chosen  to  lead,  confidence 
in  its  products  and  services 
has  followed. 


^7AVCO 

CORPORATION 

1275  King  St.,  ( .1  eenwich,  (  T  06830 


COME  FOR 
THE  BIGGEST 
INCENTIVE 

OF  ALL. 


In  Maryland,  we  offer  you 
a  solidly  pro-business  attitude 
that's  here  today  and 
here  tomorrow. 
A  commitment  to  help  protect 
the  profits  we  know  are  the 
lifeblood  of  Maryland. 
And  that's  making  Maryland 
the  best  place  in  America 
X  to  do  business.  Isn't  that 
the  biggest  incentive  of  all? 

Come  for  the  carrot  J^^H 
You'll  stay  for  the  greens. 

MARYLAND  f 

Wnte  01  calljerry  McDonald,     . J&^J 
Director,  Business  and  Industrial 
Development,  1748  Forest  Drive, 

Annapolis,  Maryland  21401, 

(301)  269-3514.  jT 


What?  Price  wars  in  a  time  of  rapidly  rising  food 
prices?  That's  what  the  supermarket  operators  are 
facing  as  they  peddle  the  ultimate  staple.  

i  Supermarkets  and 
wholesalers 


You  may  not  believe  it  from  what  you  see  at  the  check- 
out counter,  but  supermarket  men  are  going  into  1980 
twitching  about  price  wars. 
I  Sure,  food  sellers  always  talk  about  bargains,  even  when  they 
[are  raising  prices  (Giant  Cuts  Prices;  Low  Prices  .  .  .  Safeway's 
Igot  'era;  Double-Coupon  Savings  at  A&P).  And,  of  course, 
prices  soared  last  year,  pulling  supermarket  profits  up  with 
[them.  But  now  there's  a  reaction.  It's  not  that  people  aren't 
[going  to  buy  food.  "You  can  drive  an  old  car,  wear  old  clothes, 
[but  everybody  has  got  to  eat,"  observes  Jack  Twyman,  chair- 
Iman  of  Super  Food  Services,  Inc.,  a  wholesaler.  What  concerns 
[retailers  is  not  what  they  will  buy,  but  where.  With  food  prices 
[likely  to  jump  another  12%  in  1980,  analysts  figure  that 
[retailers  will  panic  into  price  wars  to  keep  from  losing  volume 
|to  each  other  or  to  the  fast-growing  "box"  stores,  those  no- 
'checks-or-coupons-bring-your-own-bag  food  garages. 

"Price  wars  are  ruinous^"  says  Edgar  Walzer,  editor  of  Pro- 
gressive Grocer.  "Whether  it  kills  companies  dead  or  just  maims 
them  is  a  matter  of  degree  and  how  long  they  last.  There's  not 
enough  margin  in  the  retail  business  to  sustain  that  sort  of 
thing  for  any  length  of  time." 

There  were  some  serious  outbreaks  in  1979.  In  Denver,  The 
Dillon  Cos.,  Inc.  reported  that  sales  for  the  first  fiscal  quarter 
were  up,  but  earnings  of  $9,767,000  were  down  37%  before 
jtaxes  because  of  price  wars.  Safeway,  the  nation's  largest 


chain,  was  hurt  by  West  Coast  price  wars  it  had  instigated. 

"Price  wars  hit  every  five  to  seven  years,"  says  analyst 
Dennis  E.  Ross  of  Davis,  Skaggs  and  Co.  "They'll  have  a  war 
for  6  to  12  months.  After  a  few  marginal  operators  are  driven 
out,  gimmicks  [games  and  promotions]  are  introduced  again. 
Then  they'll  get  into  trading  stamps  for  a  couple  of  years. 
When  everybody  uses  stamps  and  there's  no  advantage  to 
them,  they'll  look  for  something  new  and  you'll  get  price  wars 
again.  This  time  the  big  chains  decided  not  to  go  with  stamps, 
compressing  the  cycle  from  seven  to  four  years." 

Price  wars  usually  begin  when  there  is  a  slowdown  in  infla- 
tion and  a  recession,  says  Wayne  Fisher,  chairman  and  CEO  of 
Lucky  Stores,  Inc.  And  that's  exactly  what  he  expects  early 
this  year.  "If  we  can  get  by  the  early  part  of  the  year  without 
price  wars,  we  won't  have  any,"  he  predicts. 

In  fact,  there  is  no  apparent  single  trend  for  this  year. 
Generally,  the  return  on  equity  for  the  major  supermarket 
chains  showed  improvement  in  1979.  Even  A&P,  long  in  the 
doldrums,  was  looking  up.  And  the  recession  may  not  stop 
these  gains,  if  it  encourages  more  eating  at  home.  "If  people 
decide  to  buy  our  chicken  instead  of  going  to  the  Colonel, 
that'll  help  us,"  says  Safeway  Stores  President  Dale  Lynch. 

While  the  Agriculture  Department  predicts  that  consumers 
will  pay  8%  more  for  food  next  year,  it  also  says  supermarket 
profits  will  be  off  somewhat.  "The  food  industry  is  likely  to  be 


Food  stores — the  new  Euro  targets 


First  it  was  real  estate  and  farmland,  and  now  supermar- 
kets. Foreign  investors  are  moving  into  the  food  industry. 
Tengelmann's  tender  for  42%  of  Great  Atlantic  &  Pacific 
Tea  Co.  is  the  best-known  foreign  acquisition.  But  Europe- 
an firms  now  own,  wholly  or  partly,  ten  companies  with 
10%  of  the  U.S.  retail  food  business  (see  table). 

"You  tell  me  why  anyone  would  want  to  get  into  this 
business,"  says  Bernard  Weingarten,  president  of  Weingar- 
ten  Inc.,  a  food  retailer  that  had  rough  times  last  year.  But 
in  a  good  year  American  supermarkets  are  attractive  in- 
vestments, despite  margins  that  are  low  by  European  stan- 
dards. With  earnings  of  1%  to  1.5%  of  sales,  they  seem  to 
offer  the  potential  for  income  growth  with  little  risk. 

Foreigners  are  attracted  to  American  food  retailing  be- 
cause they  feel  they  understand  it,  says  analyst  Dennis 
Ross  of  Davis,  Skaggs  and  Co.  "The  principles  are  the 
same.  You  buy  something,  put  it  in  the  shop  and  some- 
body comes  in  and  buys  it."  Also,  most  retail  companies 
have  fairly  extensive  real  estate,  which  foreigners  like. 

The  most  likely  takeover  candidates  are  chains  in  the 
$250  million  to  $500  million  range,  with  good  market 
penetration,  solid  management  and  up-to-date  systems. 
Among  the  companies  which  fit  that  mold  are  Chatham 
Markets,  Michigan;  Farm  Fresh  Foods,  Virginia;  Weingar- 
ten, Inc.,  Texas;  Fisher  Foods,  Ohio. 


Though  European  buyers  have  picked  up  two  of  the  biggest 
U.S.  supermarket  groups,  they  prefer  midsize  chains. 


European 
Investor 

U.S.  Food 
Chain 

Stores 

Annual 
Sales 

The  Tengelmann  Group 
(W.  Germany) 

A&P  (N.J.) 

1,551 

$  6bil 

Cavenham  Ltd.  (U.K.) 

Grand  Union  (N.J.) 

and  Colonial  Stores  |Ga.' 

778 

3  bil 

Hugo  Mann  (W.  Germany) 

The  FedMart  Corp. 
(Calif.) 

69 

975  mil 

British  American 
Tobacco  Co.  Ltd.  (U.K.) 

Kohl  Corp.  (Wis.) 

75 

414  mil 

Delhaize  (Belgium) 

Food  Town  Stores, 
Inc.  (N.C.) 

85 

410  mil 

Ahold  N.V.  (Holland) 

Bi-Lo,  Inc.  (S.C.) 

110 

400  mil 

Promodes  (France) 

Red  Food  Stores,  Inc. 
(Tenn.) 

34 

206  mil 

Albrecht  GmbH 
(W.  Germany) 

Aldi-Benner  Co. 
(Iowa) 

50 

30  mil 

Docks  de  France  (France) 

Lil'  Champ  Food 
Stores  (Fla  ) 

136 

29  mil 

Delhaize  (Belgium) 

Alterman  Foods  (Ga.) 

99 

7  mil 
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One  of  America's 
largest  coal 
producers  /Q 
is  not  a  coal  J&i 


company. 


« 


It's  U.S.  Steel. 
Approximately  70%  of  the 
energy  we  use  to  make  steel, 
comes  from  coal.  About  two- 
thirds  of  that  coal  comes  from 
our  own  mines,  in  Alabama, 
Colorado,  Kentucky,  Pennsylvania, 
Utah  and  West  Virginia. 

One  of  our  goals  is  to  make 
our  company  as  energy  self- 
sufficient  as  possible,  while  at  the 
same  time  reducing  our  depen- 
dence on  natural  gas  and  scarce 
fuel  oil. 

We  are  constantly  looking  for 
ways  to  make  even  greater  use  of  our 
coal  reserves,  which  are  estimated  to 
last  through  the  next  century. 
At  a  time  when  this  nation  must 
j  make  every  effort  to  conserve  energy 
and  lessen  its  dependence  on  fuel  oil, 
U.S.  Steel's  position  in  coal  represents  a 
major  strength. 

Self-reliance. 
If  s  one  of  our 
strengths. 


United  States  Steel.  600  Grant  St..  Pittsburgh.  PA  1 5230 


TRADE 


Caprice  Classic  Special  Custom  Interior  with  other  available  options 


ALL  THIS  LUXURY. 
PLUS  THE  MOST  ADVANCED 

TECHNOLOGY  EVER 
IN  A  FULL-SIZE  CHEVROLET. 


With  its  new  standard  V6 
engine,  its  sleek  new  aero- 
dynamic styling  and  new 
tire  technology.  The  New 
Chevrolet  is  so  advanced 
no  other  1980  full-size  car 
with  standard  powertrain 
beats  its  EPA  estimated 
MPG.  And  none  matches 


its  highway  estimate 
(except  in  California). 

But  what  makes  this  new 
efficiency  especially  attrac- 
tive is  what  comes  with  it 
—  the  six-passenger  room, 
the  elegant  comfort,  quiet- 
ness and  smoothness  of 
America's  most  popular 


full-size  car. 

See  your  dealer  about 
buying  or  leasing  a  1980 
Caprice  or  Impala  today. 
Inside,  outside,  top  to 
bottom,  you'll  find  the 
new  Chevrolet  is  not  only 
right  for  the  '80s. 
It's  right  for  you. 


EPA  EST  MPG 


HIGHWAY  EST 


California  estimates  slightly 
higher.  Remember:  Compare 
the  "estimated  MPG "  to  the 
"estimated  MPG "  of  other 
cars.  You  may  get  different 
mileage,  depending  on  how 
fast  you  drive,  weather  condi- 
tions, and  trip  length.  Actual 
highway  mileage  will  probably 
be  less  than  the  highway 
estimate.  The  New  Chevrolet 
is  equipped  with  GM-built 
engines  produced  by  various 
divisions.  See  your  dealer  for 
details. 


V 


M 


Chevrolet 


We  made  it  right  for  the  '80s. 


squeezed  by  rising  costs  and  nontraditional  food  stores,"  says 
Kenneth  R.  Farrell,  a  USDA  economist. 

Indeed,  the  box  stores  can  help  spur  price  wars.  For  example, 
A&P's  Plus  stores  average  5,000  to  12,000  square  feet  and 
stock  only  about  800  items,  i>s.  about  20,000  square  feet  and 
10,000  items  in  a  typical  supermarket.  They  have  little  fresh 
roduce  and  frozen  foods  and  no  fresh  meat.  Items  are  dis- 
layed  in  the  boxes  in  which  they  came.  These  A&P  stores  go 


Supermarkets 


for  high  volume,  thin  margins  and  low  wages  (Forbes,  Oct.  29, 
1979).  "They  sell  canned  goods  and  package  goods  on  a  very 
competitive  basis,  fewel  Cos.,  Inc.  claims  it  can  undersell  a 
conventional  supermarket  by  25%  to  30%  on  the  same  items," 
says  analyst  Ross.  A&P  claims  30%  savings,  too. 

Another  price-cutting  device  is  "generic"  products,  those 
with  plain  white  labels  and  black  lettering  and  no  brand  name 
at  all.  Jewel,  which  spawned  generics,  found  that  only  one  item 


Yardsticks  of  Management  Performance 


Profitability 


Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5-year 

1  Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Major  Chains 

— 

1     Lucky  Stores 

25.1% 

1 

29.9% 

0.9 

17.0% 

2 

16.0% 

1.9% 

14.9% 

3 

12.3% 

5 

■     Winn-Dixie  Stores 

21.2 

2 

20.5 

0.2 

17.5 

1 

19.4 

1.9 

15.7 

2 

12.2 

6 

Supermarkets  General 

18.1 

3 

23.6 

1.8 

11.0 

6 

9.3 

1.1 

9.9 

7 

20.3 

1 

1     Safeway  Stores 

16.1 

4 

16.5 

1.0 

10.1 

3 

11.5 

1.2 

12.9 

4 

9.8 

7 

Southland  Corp 

15.9 

5 

18.0 

1.3 

9.4 

4 

10.3 

1.9 

16.0 

1 

16.0 

2 

Stop  &  Shop 

14.2 

6 

13.7 

1.5 

7.5 

7 

8.1 

0.9 

10.0 

6 

15.1 

3 

1  Kroger 

13.7 

7 

18.5 

0.5 

12.1 

5 

9.8 

1.2 

11.5 

5 

14.6 

4 

1     Jewel  Companies 

1 1.3 

8 

13.3 

0.7 

8.6 

8 

7.5 

1.3 

9.6 

8 

4.6 

8 

1     National  Tea 

def 

9 

12.5 

1.0 

8.1 

10 

def 

0.8 

-6.3 

11 

D-D 

9 

Great  Atlantic  &  Pac  Tea 

def 

10 

def 

0.9 

def 

9 

def 

def 

2.7 

9 

D-D 

9 

Food  Fair 

deft 

1 1 

11 

uerT 

Allied  Supermarkets 

def 

12 

def 

def 

12 

def 

def 

-3.1 

10 

D-D 

9 

Medians 

14.0 

16.5 

1.0 

9.4 

8.7 

1.2 

10.0 

12.2 

Regional  Chains 

Niagara  Frontier  Service 

26.4% 

1 

21.7% 

1.0 

1 1.8% 

1 

21.0% 

1.9% 

27.2% 

2 

30.0% 

5 

Dillon  Companies 

25.1 

2 

22.1 

0.6 

14.8 

3 

20.2 

1.7 

22.9 

4 

22.0 

8 

Albertson's 

24.8 

3 

26.3 

1.4 

13.3 

5 

15.0 

1.6 

21.1 

6 

23.6 

7 

Bruno's 

24.1 

4 

28.1 

0.7 

17.1 

4 

15.6 

1.7 

25.3 

3 

30.6 

4 

Weis  Markets 

20.7 

5 

20.7 

0.0 

20.7 

2 

20.7 

4.8 

13.6 

15 

15.8 

14 

National  Convenience  Stores 

19.8 

6 

27.7 

1.9 

12.7 

8 

12.7 

1.9 

20.1 

8 

24.8 

6 

Circle  K 

19.3 

7 

29.5 

1.2 

15.9 

7 

13.2 

2.9 

20.5 

7 

15.2 

16 

Fred  Meyer 

17.3 

8 

16.4 

0.7 

10.3 

9 

11.5 

2.1 

17.4 

10 

18.0 

11 

Penn  Traffic 

16.4 

9 

16.5 

0.4 

12.0 

6 

13.7 

1.8 

17.7 

9 

17.9 

12 

Hannaford  Bros 

16.3 

10 

14.1 

1.5 

8.2 

12 

11.3 

0.8 

14.5 

14 

12.8 

18 

Giant  Food 

16.3 

11 

18.7 

0.9 

11.3 

13 

10.8 

1.6 

9.9 

22 

15.6 

15 

Marsh  Supermarkets 

15.6 

12 

12.4 

1.4 

7.4 

14 

10.4 

0.7 

11.5 

19 

18.6 

9 

Pneumo  Corp 

15.1 

13 

11.7 

0.7 

7.3 

11 

11.3 

1.1 

15.4 

11 

83.2 

1 

Godfrey 

1  A 

17  1 

1  f  .o 

1.0 

i  n  a 

1  c 
1  J 

7.0 

1.0 

12.4 

17 

13.6 

17 

Waldbaum 

14.9 

15 

14.4 

0.9 

9.5 

10 

11.3 

0.8 

14.9 

13 

18.4 

10 

,  

Cullum  Companies 

14.3 

16 

22.2 

1.2 

12.1 

18 

8.5 

21.7 

5 

16.5 

13 

Foodarama  Supermkts 

11.6 

17 

8.3 

0.2 

7.1 

16 

9.8 

0.5 

4.1 

26 

D-P 

Ruddick 

11.4 

18 

13.8 

0.7 

10.6 

17 

9.0 

1.6 

11.3 

20 

44.4 

2 

Fisher  Foods 

10.3 

19 

def 

1.3 

2.1 

20 

6.7 

def 

15.1 

12 

-2.8 

20 

Alterman  Foods 

9.2 

20 

13.6 

0.6 

9.9 

19 

7.3 

1.0 

13.0 

16 

3.6 

19 

Borman's 

8.8 

21 

12.1 

1.1 

8.0 

21 

6.3 

0.5 

10.3 

21 

D-P 

Thriftimart 

6.7 

22 

17.2 

0.3 

14.0 

22 

5.5 

1.7 

5.1 

25 

35.4 

3 

J  Weingarten 

5.0 

23 

5.2 

1.2 

4.9 

23 

4.9 

0.3 

9.6 

23 

-5.0 

21 

Munford 

3.0 

24 

2.3 

1.9 

3.8 

24 

4.4 

0.3 

11.9 

18 

-19.8 

24 

Shopwell 

2.3 

25 

5.6 

1.1 

4.0 

25 

2.5 

0.3 

8.1 

24 

-13.6 

22 

Pueblo  International 

def 

26 

13.4 

1.3 

8.3 

27 

def 

1.3 

-3.8 

27 

P-D 

25 

Arden  Group 

def 

27 

5.9 

1.2 

5.0 

26 

1.3 

0.4 

-5.7 

28 

D-D 

26 

First  Natl  Supermkts 

10.2 

2.3 

6.3 

0.3 

43.2tt 

1 

-15.9tt 

23 

Medians 

13.0 

14.3 

1.1 

10.1 

10.4 

1.2 

14.1 

16.2 

Industry  Medians 

14.9 

14.4 

1.0 

9.9 

9.8 

1.2 

12.9 

15.1 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Growth 


Note:  Explanation  of  Yardstick  calculations  on  page  51.  tFour-year  average  ttThree-year  growth. 

P-D  Profit  to  Deficit  D-D  Deficit  to  Deficit  D-P  Deficit  to  Profit;  not  ranked,  def  Deficit  "Not  available;  not  ranked 
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among  them — 5-pound  dry  milk — didn't  sell  and  that's  been 
discontinued.  Jewel  currently  has  about  1 70  generic  products 
on  its  shelves  and  will  soon  offer  generic  beer.  But  Walzer  says 
the  generic  trend  may  be  leveling  off.  "They've  won  a  niche 
against  high  prices,  but  they  don't  seem  to  be  expanding  much. 
They've  been  on  the  market  two  years  now,  and  people  have 
had  a  chance  to  try  them."  Campbell,  General  Foods  and  other 
brand  name  makers  claim  that  generic  products  aren't  consis- 
tent in  quality.  Box  stores  could  have  their  problems,  too, 
because  of  their  limited  selection. 

That  may  be  why  the  chains  continue  to  do  what  they've 
done  for  a  decade — build  bigger  stores  and  add  more  high- 
margin  nonfood  items.  "They  offer  everything  from  panty 
hose  to  contraceptives,  including  microwave  ovens,  lawn 
mowers  and  television  sets,"  says  Editor  Jerry  Whitman  of 
trade  paper  Non-Food  Merchandising.  The  most  popular  nonfood 
products  are  health  and  beauty  aids — toothpaste,  shampoo, 
deodorant — which  account  for  over  half  the  nonfood  market. 

"There's  no  particular  direction  in  the  industry,"  says  Ted 
Wetterau,  of  Wetterau  Inc.,  a  leading  food  wholesaler  distribut- 
ing to  Independent  Grocers  Alliance  (IGA).  "Everybody  is 
trying  different  methods  to  fight  for  consumer  dollars.  That's 
why  you  see  large  supermarkets  and  generic  products." 

Even  so,  convenience  stores  are  thriving  despite  their  higher 

Wholesalers 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

5-year 
average 

5-year 
rank 

latest 
12 

months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-year 
rank 

Food  Distributors 

Farm  House  Foods 

31.3% 

1 

28.9% 

3.1 

9.0% 

5 

14.3% 

0.8% 

22.8% 

2 

35.5% 

1 

Super  Valu  Stores 

26.6 

2 

27.4 

0.7 

17.9 

2 

17.6 

1.3 

15.8 

11 

24.2 

2 

Golden  State  Foods 

21.4 

3 

20.4 

0.3 

15.4 

4 

14.7 

0.9 

28.7 

1 

23.3 

3 

Malone  &  Hyde 

20.0 

4 

18.2 

0.4 

14.2 

1 

17.6 

1.3 

17.7 

6 

16.6 

5 

Nash  Finch 

18.0 

5 

18.7 

0.4 

14.4 

3 

15.2 

1.4 

16.8 

9 

15.0 

8 

Fleming  Companies 

17.5 

6 

16.2 

0.8 

10.8 

7 

13.1 

0.6 

17.0 

8 

12.2 

10 

Sysco 

17.0 

7 

17.8 

0.4 

14.0 

6 

13.2 

1.7 

20.1 

5 

16.2 

6 

Wetterau 

17.0 

7 

15.9 

0.3 

12.5 

8 

13.0 

1.1 

13.9 

12 

10.3 

11 

Super  Food  Services 

15.6 

9 

13.1 

0.6 

13.3 

11 

10.8 

0.4 

16.5 

10 

18.4 

4 

C  al  Maine  Foods 

14.9 

10 

15.9 

1.2 

7.8 

13 

7.9 

0.8 

22.8 

2 

15.6 

7 

Flic  lunger 

14.7 

11 

14.4 

0.4 

12.3 

9 

12.6 

0.7 

17.3 

7 

14.4  • 

9 

Pacific  Gamble  Robinson 

13.4 

12 

13.3 

0.5 

9.5 

10 

11.4 

1.0 

10.9 

15 

8.3 

12 

CFS  Continental 

10.3 

13 

11.4 

0.7 

8.2 

14 

7.7 

1.1 

20.2 

4 

3.5 

14 

Coca-Cola  Bottling  NY 

10.2 

14 

10.0 

0.8 

6.4 

12 

8.1 

2.7 

12.8 

13 

0.5 

15 

Di  Giorgio 

7.8 

15 

11.1 

0.9 

8.0 

15 

6.1 

1.0 

12.2 

14 

6.1 

13 

Scot  Lad  Foods 

def 

16 

12.4 

1.5 

7.2 

16 

1.2 

0.4 

6.5 

16 

P-D 

16 

Intl  Foodservice 

deft 

17 

def 

2.8 

def 

17 

def 

def 

5.8 

17 

P-D 

16 

Medians 

15.6 

15.9 

0.7 

10.8 

12.6 

1.0 

16.8 

14.4 

Other  Wholesalers 

Lowe's  Companies 

20.7% 

1 

17.2% 

0.5 

12.8% 

1 

15.7% 

2.8% 

18.6% 

1 

15.3% 

4 

Foremost-McKesson 

17.2 

2 

21.0 

0.7 

11.8 

4 

9.3 

2.0 

8.1 

6 

10.1 

5 

Universal  Leaf 

16.8 

3 

17.9 

0.0 

16.7 

2 

15.6 

2.5 

9.7 

5 

17.3 

2 

Amer  Hospital  Supply 

14.4 

4 

15.5 

0.3 

12.5 

3 

12.3 

5.4 

16.5 

2 

15.5 

3 

Univar 

13.0 

5 

16.1 

1.2 

10.1 

5 

8.9 

1.6 

14.4 

3 

8.6 

6 

Bergen  Brunswig 

8.2 

6 

16.4 

0.5 

12.8 

6 

7.1 

1.3 

11.8 

4 

43.9 

1 

Medians 

15.6 

16.8 

0.5 

12.7 

10.8 

2.3 

13.1 

15.4 

Industry  Medians 

15.6 

16.1 

0.6 

12.3 

12.3 

1.1 

16.5 

15.0 

All- Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
tFour-year  average.  P-D  Profit  to  Deficit  def  Deficit. 


prices.  "People  like  convenience,  even  in  increased  inflation 
says  John  P.  Thompson,  chairman  and  CEO  of  Southlar 
Corp.,  the  largest  operator  of  self-service  convenience  foe 
stores,  mainly  the  ubiquitous  7-Eleven  Stores.  "They  apprec 
ate  our  locations.  In  fact,  the  gasoline  shortage  may  be  helpii 
us,  too."  About  18%  of  convenience  store  sales  are  cigarette 
All  prices  are  higher,  except  milk  and  bread,  which  are  fair 
competitive  with  supermarkets.  And,  says  Thompson,  thi 
are  somewhat  insulated  from  the  recession.  "That's  one  of  ot 
strong  points.  We're  national.  If  we  were  on  a  regional  or  loc 
basis  we  could  be  hurt  more  severely  by  a  recession." 

Meanwhile,  the  actual  price  of  food  at  the  farm  is  having  le 
to  do  with  the  prices  people  pay.  "We've  reached  the  poii 
where  most  supermarkets  pay  more  for  energy  than  rent,"  sa^ 
Progressive  Grocer's  Walzer.  "With  those  two  elements  alone, 
say  nothing  of  insurance,  replacement  of  equipment,  labor  ar 
everything  else,  you  have  built-in  cost  factors  so  robust  that 
the  absence  of  productivity  gains  to  offset  them,  there's  just  r 
way  that  food  prices  can  help  from  going  up." 

In  a  normal  business,  this  kind  of  pressure  that  pushes  i 
prices  would  mean  higher  profits,  particularly  since  there  is  r 
competition  from  imports.  But  in  retail  food,  the  ultima 
staple,  the  intense  competition  keeps  merchants  from  cashir 
in — which,  after  all,  is  what  competition  is  supposed  to  do.  I 
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Remember  asset  redeployment,  that  fad  of  the 
1960s?  Its  back  in  style  again  with  a  new  twist — the 
pursuit  of  productivity.  How  Wall  Street  loves  that! 


Multicompanies 


The  coming  recession  will  be  the  acid  test  for  the  multi- 
companies.  If  their  earnings  don't  fall  too  badly  as  we 
move  into  the  uncertain  1980s,  the  conglomerates  and 
multi-industry  companies  will  indeed  have  proven  there  is 
strength  in  diversity.  Goodness  knows  they  have  talked  about 
it  often  enough. 

In  the  late-1960s  recession  conglomerates  in  particular 
flunked  badly.  Then  their  excuse  was  that  they  were  still  in  the 
early  stages  of  creation.  In  the  mid-1970s  recession  they  scored 
a  passing  grade — barely.  An  overabundance  of  costly  debt 


marred  their  figures.  And  this  time?  There's  a  widesprea 
belief,  both  among  the  companies  and  on  Wall  Street,  tha 
conglomerates  as  a  group  will  fare  exceedingly  well. 

Thanks  to  a  tightening  of  head-office  controls,  most  are  i: 
fine  shape,  both  in  their  divisional  structures  and  on  thei 
balance  sheets.  "We've  learned  our  lesson,"  says  Whittake 
Corp.  President  Joseph  F.  Alibrandi,  who  in  nine  years  has  she 
dozens  of  previous  acquisitions  to  make  his  company  lean.  "W 
will  never  go  as  deeply  into  debt  for  acquisitions  as  we  did  in  th 
Sixties;  first  we'll  generate  the  funds  internally." 


As  Byrom  sees  it 


The  slump  in  productivity — the  measure 
of  output  per  man-hour,  judged  to  be  the 
best  gauge  of  national  economic  efficien- 
cy— has  emerged  as  one  of  the  U.S.  econo- 
my's most  vexing  ailments.  Top  execu- 
tives at  multi-industry  companies  polled 
by  Forbes  overwhelmingly  confirmed 
what  has  become  obvious,  that  productiv- 
ity is  their  major  worry.  In  the  last  decade, 
U.S.  productivity  gains  have  slowed  to  half 
the  average  annual  post-World  War  II  rate 
of  3.2%;  lately  we've  seen  quarter-to-quar- 
ter declines.  More  worrisome  still  is  how 
poorly  the  U.S.  is  doing  in  relation  to  other 
countries,  now  ranking  last  in  productiv- 
ity growth  among  the  industrial  powers. 

To  find  out  how  the  U.S.  allowed  itself 
to  be  overtaken  and  what  some  of  the  consequences  might 
be,  Forbes  talked  to  one  of  industry's  most  thoughtful  and 
articulate  executives,  Fletcher  L.  Byrom,  chairman  of  Kop- 
pers  Corp.  and  also  chairman  of  the  Committee  for  Eco- 
nomic Development.  "I  don't  want  to  be  guilty  of  placing 
the  onus  on  the  individual  worker,"  says  Byrom,  whose 
company  has  been  strong  in  profitability  and  growth  for  a 
decade.  "The  problem  of  productivity  isn't  a  function  of 
how  a  person  works,  but  of  what  kinds  of  tools  and  equip- 
ment we  give  him  to  use.  Our  ratio  of  investment  to  GNP  is 
one  of  the  worst." 

If  so,  then  others  must  be  doing  something  the  I  S  isn't.  W/jat 
is  it? 

Most  have  better  attitudes  on  cash-flow  generation.  Al- 
most all  have  less  regulation,  especially  of  economic  con- 
centration. When  a  company  is  marginal,  they  think  of  how 
to  get  rid  of  it.  We  hold  an  umbrella  over  the  inefficient. 

How  might  greater  economic  concentration  help? 

It's  probably  uneconomical  today,  with  pollution  con- 
trols, to  build  a  coke  oven  battery  with  less  than  1  million 
tons  of  capacity.  Yet  no  one  needs  that  much  increase  in 
tonnage.  So  unless  you  allow  several  firms  to  join  together 
to  use  the  production,  that  plant  won't  get  built.  Our  anti- 


trust laws  don't  recognize  this  fact. 

What  happened  to  the  U.S.  compared  with 
other  countries? 

We  took  our  ability  to  create  wealth  for 
granted.  The  only  way  to  measure  wheth- 
er profits  are  reasonable  is  to  relate  them 
to  the  amount  of  money  invested  to  gener- 
ate them.  Let's  say  Koppers  made  $60 
million  one  year,  and  $75  million  the  next. 
Now  the  headlines  will  say,  "Koppers 
makes  25%  more  profits"  and  somebody 
is  going  to  say,  "Here  I  get  a  10%  raise  and 
those  bastards  are  getting  25%."  Now  the 
newspaper  doesn't  say  that  we  put  an  ex- 
tra $145  million  in  the  business  and  we 
damn  well  better  be  making  $15  million 
more  or  why  did  we  invest  that  money? 
How  hat  e  you  made  Koppers  so  highly  profitable  in  an  era  of 
government  regulation? 

When  you're  successful,  you  don't  know  what  you're 
doing  right.  It's  when  you  have  failures  that  you  understand 
what  you  did  wrong.  What's  helped  us  is  we've  gotten  out  of 
a  lot  of  businesses.  The  truth  is  a  lot  of  companies  in  various 
industries  should  not  be  operating. 

What  else  would  benefit  the  U.S.?  We  Japanese  appear  to  have 
succeeded  'in  forcing  their  pace  of  industrial  rationalization. 

That's  true.  They  won't  allow  an  inefficient  company  to 
have  more  money,  so  it  gets  taken  over.  Also,  they  allow 
companies  to  get  together  and  decide  which  plants  to  keep 
running  to  get  100%  utilization  of  the  efficient  plants. 
Is  that  a  lesson  we've  got  to  learn  ? 

It's  contraiy  to  our  whole  view  of  the  way  we  should 
work,  but  puts  Japan  into  a  favorable,  almost  subsidized 
position  vis-3-vis  the  rest  of  the  industrialized  world. 

Sounds  gloomy  for  the  1980s.  Do  you  see  any  improvement? 

I'm  not  saying  everything  is  bad  here  and  everything  is 
perfect  elsewhere.  But  let  me  say  this:  I  think  the  crisis  is 
deepening.  I  think  we  are  rapidly  liquidating  our  capital 
base.  I  just  hope  the  closer  we  come  to  deep,  deep  crisis,  the 
more  likely  we  will  be  to  respond  constructively. 
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HOW  TO 

OBDES  SOUP  IN  CANNES 


DIAL  DIRECT 

Does  your  oreo  hove  InrernQfionol  Dialing?  If  so,  you  con  coll  around  rhe  world 
in  less  rime  rhan  ir  rakes  to  hum  "La  Marseillaise."  Because  you  can  dial  yourself, 
wirhour  Operator  assistance.  And  without  waiting.  Here's  how  to  dial  Cannes: 


INTERNATIONAL  ACCESS  CODE 


COUNTRY  CODE 


CITY  CODE 


01 1  +  03  +  90  +  LOCAL  numder 

Dialing  direct  saves  more  than  time-it  also  saves  you  money-75ct,  about  1 1  % 
on  a  3-minute  call  to  Cannes.  Tres  bien! 

ALMOST  DIRECT 

This  is  the  next  best  way  to  save  time  if  your  area  doesn't  have  direct  dialing  yet. 
Dial  0,  and  be  ready  to  give  the  Operator  the  country  city  and  local  telephone 
number  you  want.  Specify  Station-to-Station  or  Person-ro-Person.  The  fewer 
questions  the  Operator  must  ask,  the  faster  you'll  reach  your  party  And  on 
Station  calls  not  requiring  special  operator  assistance,  you  can  get  the  same  low 
rates  as  International  Dialing. 

P.S.  Nearly  everyone  can  dial  direct  to  most  numbers  in  Canada,  the 
Caribbean,  Alaska,  Hawaii,  and  parts  of  Mexico -just  as  you  dial  direct  to  cities 
inside  the  continental  U.S. 

Phoning  the  family  or  fixing  the  franc,  keep  a  record  of  the  country  and 
city  codes  you  use  and  use  them  to  call  the  world-fast! 


CODES  FOR  PRINCIPAL  CITIES  IN  FRANCE  (03) 

Bordeaux           56    Lille              20  Reims  26 

Clermonr-  Ferrond  73    Lyon             78  Rennes  99 

Dijon                 SO    Marseille        91   Sr.  Erienne  77 

Grenoble            76    Nice              93  Srrosbourg  88 

Le  Havre             35    Pons                1  Toulouse  61 


@  Bell  System 


WITHIN  2  OR  3  YEARS  OF  RETIREMENT? 


ENJOY  an  Arizona  Vacation 
in  a  lovely  apartment  in 

Sun  City  ^  West 

BTANOADO    OF    THC    WORLD   IN  REBOOT  -  RETIREMENT  LI  VINO 

A  FABULOUS  RESORT  VACATION  $  Oflfl  # 
FOR  ONE  OR  TWO  PEOPLE  JUST   lXJX) 

Golf,  tennis,  swimming  and  special  parties  are 
just  a  few  of  the  things  you'll  be  invited  to 
enjoy.  Plus  you'll  stay  in  a  beautiful  air  con- 
ditioned apartment  with  a  completely  equipped 
kitchen,  color  TV,  attached  carport  and  private 
patio.  Just  15  miles  from  exciting  Phoenix.  Easy 
drive  to  the  Grand  Canyon,  Mexico  or  Las  Vegas. 

INTRODUCTORY  RATE: 
For  1  week:  Jan.  1, 1980-May  31, 1980 
For  2  weeks:  June  1, 1980-Oct.  15, 1980 
Rates  subject  to  change  without  notice 


MAIL  THIS  COUPON  TODAY! 


DEL  E.  WEBB  DEVELOPMENT  CO  DEPT  FO-10 
P  0.  BOX  1725,  SUN  CITY,  ARIZONA  85372 
Send  all  details  on  the  $200  Vacation  Special  plus 
full-color  brochure  to: 

Name  


Address. 
City  


State. 


-Zip. 


'One  guest  to  be  50  or  over,  none  under  18.  Reserva- 
tions limited  to  available  dates.  Return  visit  Rate:  $275 
13601  Meeker  Blvd.,  Sun  City  West,  AZ 

L Equal  Housing  Opportunity  Employer 
Sun  City  West  is  not  a  lot  sales  development 


EXPLORATION 


BPOCK 

CORPORATION 

PROFESSIONAL 
PETROLEOM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


Never  is  a  long  time,  and  who  knows 
for  sure  what  the  1980s  will  bring?  But 
certainly  most  of  the  companies  listed 
here  are  in  their  best  shape  in  years. 
Look  at  some  figures:  Martin  Marietta 
(chemicals,  aluminum,  aerospace;>  etc.) 
has  pared  its  debt  in  five  years  from  33% 
of  total  capital  to  only  13%;  Rockwell 
International  (car  parts,  aerospace,  elec- 
tronics), from  37%  to  25%;  Borg- Warner 
(transportation  equipment,  air  condi- 
tioning, resins),  from  31%  to  14%.  In- 
deed, some  are  looking  more  like  banks 
than  industrial  enterprises:  Raytheon 
has  over  $725  million  in  cash  items,  Lit- 
ton Industries — yes,  Litton — $724  mil- 
lion and  General  Electric,  an  incredible 
$2.4  billion,  or  eight  times  the  amount  of 
spare  funds  it  had  going  into  the  1970s. 
In  uncertain  times,  it  seems,  it's  better 
to  be  a  lender  than  a  borrower, 

Wall  Street  has  already  made  up  its 
mind  that  these  companies  will  pass 
through  this  recession  with  flying  colors. 
"The  men  running  the  multicompa- 
nies,"  says  Merrill  Lynch  analyst  Carol 
Neves,  "are  really  portfolio  managers 
who  redeploy  their  assets  into  those 
markets  offering  the  highest  returns  and 
the  best  growth  opportunities."  When, 
18  months  ago,  Neves  offered  free  drinks 
to  other  analysts  joining  what  she  called 
The  Diversified  Companies  Analysts 
Group,  only  six  showed  up.  Now  the 
group  boasts  65  members,  its  regular  lun- 
cheon meetings  in  New  York's  Fraunces 
Tavern  are  packed  and  there's  a  waiting 
list  of  multicompanies  eager  to  tell  the 
analysts  their  story. 

Small  wonder.  The  response  to  a  well- 
told  tale  can  be  electrifying.  Teledyne  is 
the  dream  example.  Since  1974  its  stock 
has  risen  from  11  to  154.  But  few  have 
done  this  well.  With  few  if  any  conglom- 
erates boasting  P/Es  above  6,  Wall 
Streeters  say  there's  plenty  of  upward 
momentum  still  remaining. 

Meanwhile,  declining  productivity  has 
become  a  focal  point  both  for  manage- 
ment looking  to  boost  earnings  from 
presently  invested  assets  and  for  produc- 
ers of  capital  goods  looking  to  sell  more. 
The  big  boosts  in  output  per  worker  were 
gleaned  after  World  War  II  largely  by  in- 
creasing invested  capital  per  production 
employee.  Average  capital  investment 
per  industrial  worker  runs  something 
like  $28,000  these  days,  compared  with 
only  $5,000  for  every  office  worker. 
That's  why  people  like  Raymond  H.  Her- 
zog,  chairman  of  3M,  see  a  huge  market 
opportunity  in  what  has  been  a  major 
problem  for  industry. 

"There's  a  popular  misconception  that 
to  get  productivity  you  must  whip  peo- 
ple," says  Herzog.  Rather,  the  trick  is  to 
get  them  to  work  smarter — giving  work- 
ers better  tools  so  they  can  speed  up  the 
workflow.  "One  of  the  greatest  areas  for 
introducing  automation,  lowering  costs 
and  raising  productivity  is  in  the  office," 


explains  Herzog,  who  has  had  3M  launcl 
a  passel  of  new  office  products  that  rangi 
from  high-speed  facsimile  transceiver 
to  low-cost,  energy-efficient  copiers. 

"What  productivity  does,"  says  Bostoi 
Consulting  Group  President  Bruce  D 
Henderson,  "is  to  leverage  up  a  day' 
work  so  it  will  be  worth  more  to  every 
body."  (A  far  cry  from  the  leverage  Jame 
Ling  and  the  other  early  conglomerator 
had  in  mind.)  In  fact,  according  to  Hen 
derson,  a  key  trend  in  the  1980s  will  h 
this  increased  emphasis  on  productivity 
in  companies  rounding  out  their  lines  o 
business  through  acquisitions,  mainb 
small  ones.  "This  should  be  enormousb 
beneficial  to  our  whole  society,"  insist 
Henderson,  because  these  companie 
will  get  bigger  and  better  in  their  special 


Wall  Street  has  decided  these 
firms  will  pass  through  this 
recession  with  flying  colors 
"The  men  running  the  multi 
companies,"  asserts  Merrill 
Ly  rich's  Neves,  "are  really 
portfolio  managers  who  rede 
ploy  their  assets  into  markets 
offering  the  highest  returns. 


ization  and  thus  be  able  to  compete  wi ti- 
the Japanese  and  other  international  gi 
ants.  Without  such  a  trend,  warns  Kop 
pers  Chairman  Fletcher  L.  Byrom,  "the 
U.S.  will  end  the  1980s  in  dire  trouble' 
(see  box,  p.  106). 

What's  clear  is  that  fine-tuninj 
through  cash  management  appeals  equal 
ly  today  to  conglomerates  and  multi-in 
dustry  companies.  The  latter,  as  Forbe: 
defines  them,  are  older  companies— 
Olin,  for  example,  was  incorporated  ir 
1892 — whose  earlier  acquisitions  wed 
businesses  close  to  their  main  endeavor 
but  who  have  long  since  extended  theii 
interests  into  more  remote  and  unrelatec 
fields.  From  its  base  of  building  coke 
ovens,  Koppers  is  now  into  135  differeni 
businesses,  including  forest  products 
piston  rings  and  railroad  ties. 

A  conglomerate  may  be  more  or  less 
diverse  than  a  multi-industry  company— 
Dayco,  which  qualifies  as  a  conglomer 
ate,  still  gets  40%  of  its  profits  by  stick- 
ing pretty  close  to  making  V-belts  and 
hose  clamps.  But  most  are  generall> 
newer,  more  decentralized  and,  typically, 
run  by  their  founding  father  or  his  imme 
diate  heirs.  Conglomerates  also  often  re 
tain  highly  complex  financial  structures, 
a  throwback  to  the  "Chinese  paper 
deals  of  the  early  1960s.  Avco  is  by  nc 
means  alone  in  having  outstanding  foui 
issues  of  convertible  debt  and  preferred 
stock  that  threaten  to  dilute  earnings. 

However,  the  lines  separating  these 
groups  are  blurring.  The  conglomerates 
are  showing  their  age,  and  their  founders 
increasingly  are  turning  the  baton  oven 
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^  to  younger  professional  managers.  Late  in  1979  Harold  Geneen 
announced  he  would  bow  out — again — at  International  Tele- 
phone &  Telegraph.  City  Investing  CEO  George  T.  Scharffen- 
berger  is  60  and  eager  to  devote  more  time  to  his  hobby, 
beekeeping,  while  Avco's  fames  R.  Kerr,  now  62,  is  exaggerat- 
ing but  serious  when  he  tells  visitors.  "I'm  an  old  man  and 
I'm  tired." 

What  type  of  manager  will  succeed  them?  Less  flamboyant 


and  more  conservative  men,  if  the  latest  changing  of  the  guard 
at  Textron  is  any  indication.  Shortly  before  he  became  Tex- 
tron's  new  CEO  this  month,  Robert  P.  Straetz  told  Forbes, 
"Don't  expect  any  surprises  from  me.  That's  not  my  style." 
Straetz  is  the  fourth  chief  executive  at  Textron  since  Royal 
Little,  the  father  of  conglomerates,  stepped  down  in  1960.  A 
dogged,  persevering  type,  Straetz  spent  28  years  with  Home- 
lite,  Textron's  chain  saw  maker,  before  moving  into  the  execu- 


Multicompanies — Conglomerates 


Yardsticks  of  Management  Performance 


 , 

Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Per  Share 

latest 

AfVt 

UtLl 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5 -year 

profit 

5  year 

!>-year 

D-year 

i  Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

anif1 

average 

rank 

7  Teledyne 

36.4% 

1 

43.2% 

0.3 

31.7% 

1 

22.5% 

13.9% 

10.4% 

26 

57.5% 

2 

Avco 

23.0 

2 

21.5 

3.0 

6.9 

30 

7.8 

6.2 

5.5 

38 

D-P 

&     Lear  Sieglei 

21.9 

3 

28.0 

0.6 

16.4 

9 

12.8 

4.8 

10.4 

24 

27.0 

5 

|  Raytheon 

21.2 

4 

25.2 

0.1 

23.3 

2 

18.9 

5.2 

13.7 

12 

22.8 

9 

i     Scott  &  Fetzer 

20.8 

5 

21.7 

U.o 

17.2 

3 

16.6 

A  Q 

14.8 

9 

10.7 

22 

'     Northwest  Industries 

20.7 

6 

21.1 

0.6 

12.3 

8 

12.9 

6.6 

17.1 

5 

23.6 

8 

>     American  Standard 

20.5 

7 

26.5 

0.4 

18.4 

6 

14.1 

5.3 

4.5 

40 

D-P 

Gulf  &  Western  Inds 

20.3 

8 

19.2 

1.1 

9.3 

21 

9.3 

4.3 

16.2 

6 

22.3 

11 

Alco  Standard 

19.6 

9 

20.5 

0.4 

14.6 

4 

14.6 

2.6 

13.9 

10 

19.5 

14 

TRW 

19.5 

10 

21.3 

13.6 

10 

12.8 

A  A 

12.4 

18 

13.3 

19 

White  Consolidated 

19.0 

11 

17.4 

0.8 

10.2 

13 

10.6 

3.1 

13.4 

13 

20.8 

12 

Ogden 

18.6 

12 

17.8 

1.0 

8.9 

24 

9.0 

2.6 

6.3 

36 

19.7 

13 

United  Technologies 

18.3 

13 

17.9 

0.4 

12.4 

11 

12.6 

3.8 

19.0 

2 

27.1 

4 

Dayco 

17.5 

14 

19.7 

1.3 

9.7 

29 

8.1 

3.0 

9.6 

28 

14.1 

18 

Chromalloy  American 

17.4 

15 

21.1 

n  o 
u.y 

10.4 

20 

9.3 

O.O 

15.4 

8 

9.5 

25 

Tenneco 

17.0 

16 

16.5 

0.8 

8.8 

22 

9.2 

5.2 

17.1 

4 

10.3 

24 

National  Service  Inds 

16.6 

17 

21.2 

0.1 

18.3 

5 

14.1 

5.6 

7.3 

33 

6.8 

30 

Bangor  Punta 

16.5 

18 

21.5 

0.8 

11.9 

17 

9.6 

3.8 

11.6 

21 

D-P 

Transamerica 

16.3 

19 

19.7 

0.8 

12.1 

14 

10.2 

5.9 

10.9 

22 

24.2 

7 

Textron 

16.2 

20 

16.8 

U.o 

13.8 

7 

12.9 

J.U 

10.4 

24 

9.5 

26 



Dart  Industries 

15.9 

21 

18.9 

0.3 

13.2 

12 

11.3 

7.2 

12.9 

15 

17.4 

15 

Rockwell  Intl 

14.0 

22 

20.3 

0.3 

14.8 

15 

10.0 

4.2 

13.8 

11 

7.5 

29 

Walter  Kidde 

13.9 

23 

16.4 

0.6 

9.6 

23 

9.1 

3.7 

12.4 

17 

24.4 

6 

W  R  Grace 

13.5 

24 

13.3 

0.5 

9.7 

18 

9.5 

3.9 

10.2 

27 

12.3 

20 

City  Investing 

ij.j 

25 

21  7 

1  1 

L.Z 

9.2 

33 

7.4 

0  7 

12.7 

16 

10.8 

21 



Signal  Companies 

lo.  1 

iO 

ZU.  L. 

0.5 

1  3  7 

19 

0  4 

7.*+ 

4.9 

15.9 

7 

22.7 

10 

AMP 

12.8 

27 

13.4 

0.5 

9.6 

25 

8.9 

3.7 

7.2 

34 

—  1.8 

35 

A  TO 

12.4 

28 

14.0 

1.0 

7.3 

32 

7.4 

2.5 

7.4 

32 

15.3 

17 

c  ,1  

Syoron 

12.2 

29 

10.1 

U.o 

7.9 

16 

9.6 

O.O 

9.3 

29 

7.5 

28 

Whittaker 

12.2 

30 

22.4 

0.8 

14.3 

26 

8.4 

4.2 

3.5 

41 

74.8 

1 

SCM 

11.3 

31 

12.8 

0.6 

9.4 

27 

8.2 

2.9 

8.7 

31 

31.6 

3 

Brunswick 

10.6 

32 

11.3 

0.5 

8.0 

28 

8.2 

3.9 

10.7 

23 

2.4 

31 

Amfac 

10.4 

33 

16.5 

0.9 

10.0 

35 

7.0 

3.6 

12.4 

18 

0.8 

34 

Intl  Tel  &  Tel 

10.1 

34 

7.3 

0.5 

6.0 

31 

7.8 

2.4 

9.3 

29 

1.9 

32 

Fuqua  Industries 

9.9 

35 

25.7 

1.2 

14.3 

34 

7.2 

2.8 

20.0 

1 

1.1 

33 



IC  Industries 

8.8 

36 

10.2 

0.9 

5.5 

37 

5.7 

2.8 

17.7 

3 

10.4 

23 

Zapata 

8.4 

37 

9.0 

1.9 

5.5 

39 

5.1 

4.1 

13.4 

14 

8.4 

27 

U  S  Industries 

7.0 

38 

10.4 

0.2 

8.6 

36 

6.4 

4.0 

-2.0 

43 

-8.3 

36 

LTV 

6.1 

39 

27.8 

2.9 

6.9 

41 

3.9 

1.5 

6.2 

37 

D-P 

IU  International 

6.1 

40 

1.1 

0.9 

4.0 

38 

5.4 

0.4 

11.8 

20 

-9.3 

37 

Litton  Industries 

5.2 

41 

26.6 

0.4 

14.8 

40 

4.2 

4.6 

6.9 

35 

16.8 

16 

Allied  Products 

1.9 

42 

7.5 

1.2 

5.5 

42 

3.2 

1.2 

4.9 

39 

-22.2 

38 

Singer 

def 

43 

def 

0.7 

def 

44 

def 

def 

-0.1 

42 

P-D 

39 

National  Kinney 

def 

44 

def 

4.0 

1.1 

43 

def 

def 

-3.6 

44 

P-D 

39 

Industry  Medians 

14.0 

19.1 

0.7 

9.9 

9.2 

3.9 

10.8 

11.6 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

itnictuit] 
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Note:  Explanation  of  Yardstick  calculations  on  page  51. 

P-D  Profit  to  Deficit  D-P  Deficit  to  Profit,  not  ranked  def  Deficit 
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tive  suite.  So  don't  look  to  Textron  for  any  more  big  moves  for 
the  likes  of  Lockheed  or  Allied  Chemical. 

Teddy  Kennedy  may  be  surprised,  but  the  era  of  large-scale 
mergers  and  acquisitions  may  already  have  slowed  down.  "For 
a  while  it  looked  as  if  there  was  a  lot  of  action  in  mergers  and 
acquisitions  last  year,  particularly  with  the  Belridge  oil  deal," 
recalls  Willard  T  Grimm,  whose  W.T  Grimm  &  Co.  tracks 
these  transactions.  But  as  he  added  up  the  year's  final  tally, 
Grimm  said  1979  would  show  the  smallest  number  of  take- 
overs in  a  decade.  He  predicts  another  upturn  isn't  likely  until 
well  into  the  1980s.  High  money  costs  plus  rumblings  from 
Kennedy  and  the  Justice  Department  are  having  a  sobering 
effect.  What  big  deals  do  occur,  Grimm  says,  will  likely  involve 
the  oil  and  other  cash-rich,  single-line  companies  adopting  the 
safety-in-diversity  strategy.  The  multicompanies  likely  will 
stick  to  what  Grimm  calls  "selective  consolidations."  That  is, 
they  will  round  out  existing  operations  by  making  fairly  low- 
priced  acquisitions  rather  than  entering  new  areas.  Explains 
Transamerica  Chairman  John  R.  Beckett,  "When  it's  hard  to 
see  what  the  future  holds,  you  protect  your  stockholders  by 
diversifying  into  different  but  related  businesses."  For  Trans- 
america that  means  more  service  businesses. 

So  Transamerica  has  added  Interway  Corp.,  the  largest  lessor 


Multicompanies — Multi-Industry 

Yardsticks  of  Management  Performance 


of  intermodal  transportation  equipment,  to  go  alongside  it 
movie  and  insurance  businesses.  American  Standard  recentl' 
added  another  small  printing  company,  while  Alco  Standar* 
has  gotten  deeper  into  selling  drugs,  paper  and  metals. 

Probably  no  one  is  shuffling  his  pack  of  corporate  subsidiai 
ies  harder  these  days  than  Chairman  J.  Peter  Grace  of  W.B 
Grace.  After  buying  Daylin  last  spring  to  get  deeper  inti 
pharmacies  and  do-it-yourself  home  centers,  Grace  is  plannin 
to  break  his  corporation  into  five  to  seven  separate  but  publicl1 
held  entities,  on  the  theory  that  the  sum  of  the  parts  may  b 
worth  more  than  the  whole.  For  Grace,  whose  stock  ha 
traveled  sideways  for  the  past  ten  years,  it  may  be  the  answer 

Will  the  multicompanies  live  up  to  Wall  Street's  expecta 
tions  or  will  the  pursuit  of  productivity  turn  out  to  be  anothe 
corporate  intellectual  fad — to  be  in  the  1980s  what  synergisn 
was  in  the  1960s?  Our  bet  is  that  a  new  era  is  opening  up  fo 
the  multicompanies  and  that  indeed  there  will  be  safety  ii 
diversity.  Textron's  new  boss,  Bob  Straetz,  puts  it  as  well  a 
anyone  when  he  says,  "Many  times  we  probably  do  manage 
this  company  too  conservatively.  But  in  uncertain  times  lik 
these,  maybe  there's  strength  in  that."  The  meaning:  Don' 
look  for  the  established  conglomerates  to  be  the  swingin, 
companies  of  the  1980s.  ■ 
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Earnings 

Return  on  Equity 

Return  on  Total  Capital 
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Per  Share 

iatest 
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5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5 -year 

5 -year 

5-year 

5- year 

C  onipan  y 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Vulcan  Materials 

20.8% 

1 

21.5% 

0.3 

14.9% 

3 

14.4% 

7.8% 

12.2% 

6 

18.6% 

6 

Minnesota  Mining  &  Mfg 

20.7 

2 

24.5 

0.1 

20.9 

1 

17.7 

12.1 

13.1 

4 

11.6 

15 

General  Electric 

19.4 

3 

21.2 

0.2 

18.5 

2 

16.9 

6.4 

10.5 

9 

11.2 

16 

Koppers 

17.6 

4 

17.5 

0.4 

12.2 

4 

12.7 

5.1 

15.6 

2 

20.2 

5 

American  Brands 

15.8 

5 

22.7 

0.4 

16.7 

6 

11.3 

5.6 

9.3 

14 

8.7 

21 

Martin  Marietta 

15.4 

6 

20.8 

0.2 

16.1 

7 

11.2 

8.9 

7.0 

19 

13.1 

11 

Bendix 

14.8 

7 

17.5 

0.4 

13.9 

5 

11.9 

4.2 

11.5 

7 

16.2 

7 

Sperry 

14.2 

8 

15.1 

0.3 

10.9 

10 

10.3 

5.6 

10.3 

10 

14.8 

8 

Union  Carbide 

14.0 

9 

15.2 

0.4 

10.7 

12 

10.2 

6.2 

14.0 

3 

9.1 

19 

FMC 

13.9 

10 

14.8 

0.4 

10.7 

13 

9.9 

4.6 

10.1 

11 

14.7 

9 

National  Distillers 

13.1 

11 

14.0 

0.4 

10.8 

11 

10.2 

6.3 

6.9 

20 

13.6 

10 

General  Tire  &  Rubber 

12.6 

12 

10.1 

0.3 

8.2 

15 

9.4 

4.2 

11.0 

8 

10.0 

18 

Borg-  Warner 

12.5 

13 

15.6 

0.2 

13.5 

8 

11.0 

5.8 

8.9 

17 

13.0 

13 

PPG  Industries 

12.5 

14 

14.1 

0.4 

10.7 

16 

9.4 

5.4 

12.3 

5 

12.2 

14 

Allis  Chalmers 

12.2 

15 

13.0 

0.4 

9.3 

18 

9.2 

4.2 

9.9 

12 

35.1 

3 

Esmark 

12.1 

16 

12.2 

0.6 

7.5 

20 

8.8 

1.4 

9.1 

16 

9.0 

20 

Westinghouse  Electric 

11.9 

17 

12.9 

0.2 

11.2 

14 

9.6 

4.4 

4.5 

23 

13.1 

12 

Olin  Corp 

11.7 

18 

10.2 

0.4 

7.8 

19 

9.1 

4.0 

9.8 

13 

85.7 

1 

NL  Industries 

11.2 

19 

14.1 

0.5 

9.2 

22 

8.6 

4.9  ' 

7.1 

18 

5.2 

22 

Alleghany  Corp 

10.8 

20 

16.6 

0.2 

16.3 

9 

10.4 

6.9 

34.5 

1 

10.3 

17 

Sperry  &  Hutchinson 

10.1 

21 

12.1 

0.2 

10.8 

17 

9.3 

3.9 

4.0 

24 

-1.7 

23 

Dillingham 

9.0 

22 

16.7 

0.7 

10.0 

23 

5.9 

3.5 

9.2 

15 

23.4 

4 

Curtiss-Wright 

8.7 

23 

9.2 

0:2 

7.7 

21 

8.7 

5.5 

5.0 

22 

35.7 

2 

GAP 

4.0 

24 

10.0 

0.5 

6.8 

24 

3.8 

2.7 

6.2 

21 

-10.9 

24 

Industry  Medians 

12.6 

15.0 

0.4 

10.8 

10.1 

5.3 

9.9 

13.1 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
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BARBARA  MOEHRL  KNOWS  MORE  ABOUT  TEACHING 

THAN  3M  DOES. 
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1946.  July  31 

A  Philippine  Airlines  DC-4 
rolled  down  the  runway  at 
Manila  International  Airport, 
lifted  off  smoothly  for  San 
Francisco  and  launch  ed  the  first 
trans-Pacific  service  of  any 
Asian  airline  —  the  first  of  many 
firsts  for  Philippine  Airlines. 
The  first  Asian  airline  to  fly 
internationally,  first  to  Europe, 
first  to  fly  daily  between 
North  America  and  Manila. 

The  first  to  introduce 
Western  business  travelers  to 
the  Orient.  And  vice  versa. 


Today,  Philippine 
Airlines— the  first  airline 
in  Asia— offers  the 
last  word  in  747s. 
An  entirely  new 
concept  in  bus- 
iness air  travel  f 
for  the  '80s. 

We'll 
give  you 
a  choice 


of  48  wider,  deeper-reclining 
easy  chairs  in  our  special 
Executive  Class  section. 
Fine  French  champagne  and 
cocktails  are  complimentary 
and  the  in-flight  attention  is 
more  like  First  Class 
than  Coach. 

When  you  fly  Philippine 
Airlines'  daily  747's  First 
Class  from  San  Francisco 
to  Manila  via  Honolulu, 
you  can  reserve  a  full- 
length  bed  on  our  upper- 
deck  sleeper 
lounge 
for  a 
minimal 
extra 


charge.  PAL's  new  747 
offers  more  sleeping'bert 
than  any  other  airline  in 
world.  W  That  means  yo 
have  a  better  chance  of 
reserving  a  bed  on  PAL 
than  on  any  other  airline. 

When  you're  ready  | 
get  up  and  move  around, 
you'll  appreciate  our  new 
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Everything  about  PAL's 
w  747  s  is  better  designed, 
wer,  more  advanced  than  any 
her  747  you  can  take  on  a 
siness  trip.  Anywhere. 

The  finest  Philippine  and 
mtinental  entrees  plus  our 
w  La  Nouvelle  Cuisine, 
claimed  the  finest  food  flying 
a  French  gourmet  society. 
A  new  entertainment 


system  specially  designed  for 
PAL's  747  that  gives  you 
wider  movie  screens,  local  TV 
shows  projected  live  onto 
your  cabin  screen  and  the 
up-to-the-minute  world 
latest  news  telecasts! 

Conveniences, 
amenities. 


For  businessmen,  it's  the 
very  latest  in  trans-Pacific 
air  travel. 


From  the  very  earliest 
airline  in  Asia. 

Ph  ilippine  A  Mines. 
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communi 
cations  , 
tech-  mM 
nology 
that  will  ^WE^ 
be  designed 
into  most 
airplanes  tomorrow 
are  available  on 
Philippine  A  irlines ' 
new  747  s  today. 
Plus  the 
special  charm 
and  grace  of 
yesterday 
-the  1,000 
year-old 
Philippine 
tradition 
of 

hospitality. 


000-440*-: 


Philippine  Airlii 
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Asia's  first  airline 


Color  communicates  better.  That's  why  the  future  belongs 

to  Intecolor  desktop  computers. 

In  the  past,  almost  any  desktop  computer  would  do.  But  as 
applications  become  increasingly  complex,  you  need  a  desktop 
that  actually  improves  the  flow  of  information  —  Intecolor.  Every 
Intecolor  desktop  features  a  color  graphics  display  to  make  data 
more  manageable  and  easier  to  understand.  The  cost?  Surprisingly 
low— the  Intecolor  3621  shown  above  costs  just  $3300*  for  a  single 
unit.  This  includes  BASIC,  FORTRAN  IV,  mini-disk  drive  and  32K 
of  user  RAM.  Only  from  ISC,  the  world's  largest  supplier  of  color 
terminals.  Put  an  Intecolor  desktop  computer  to  work  foryou  — 
contact  your  ISC  sales  rep  today. 


inretouched  photo  of  screen 


*U.S  domestic  price.  5%discount  for  payment  with  order,  with  guaranteed  delivery  within  30  days  or  your  money  back 


ISC  SALES  REPRESENTATIVES  AL  205/883-8660.  AZ  602/994-5400.  AR  iTX)  214/661-9633.  CA  Alhambra  213/281-2280,  Goleta  805/964-8751  Irvine  714/557-4460,  Los  Angeles  213/476-1241, 
Los  Altos  415/948-4563,  San  Diego  714/292-8525,  CO  303/779-0666,  CT  203/624-7800,  DE  (PA)  412*922-51 10  DC  (VAI  703/569-1502.  FL  Ft  Lauderdale  305/776-4800,  Melbourne  305/723-0766, 
Orlando  305/425-5505.  Tallahassee  904/878-6642,  GA  Atlanta  404/455-1035,  HI  808/524-8633,  ID  (UTI801/973-7969.  IL  (No  )  312/564-5440,  (So  MO)  816/765-3337,  IN  (ID  312/564-5440, 

IA  (MO)  816/765-3337,  KS:  (MO)  816/  765-3337,  KY  606/273-3771,  LA:  504/626-9701,  ME:  (MA)  617/729-5770,  MD  (VA)  703/569-1502,  MA  617/729-5770,  Ml:  Brighton  313/227-7067, 
Grand  Rapids  616/393-9839.  MN  612/822-2119,  MS:  (AL)  205/883-8660,  MO:  816/765-3337.  MT:  (CO)  303/  779-0666,  NB  (MO)  816/765-3337,  NH  (MAI  617/729-5770,  NJ:  (No  )  201/224-6911, 
(So  1215/542-9876,  NV:  (AZ 1 602/994-5400.  NM  505/292-1212.  NY,  Metro/LI  (NJ)  201 /224-691 1.  N  Syracuse  315/699-2651 ,  Fairport  716/223-4490,  Utica  315/732-1801.  NC  919/682-2389, 
ND  (MN)  612/822-21 19,  OH  Cleveland  216/398-0506,  Dayton  513/429-9040,  OK  ITX)  214/661-9633,  OR  503/620-5800.  PA.  (E)  215/542-9876.  (W)  412/922-51 10,  Rl  (MA)  617/729-5770. 
SC  803/798-8070.  SD:  (MN)  612/882-21 19  TN  615/482-5761.  TX  Austin  512/454-3579,  Dallas  214/661-9633.  El  Paso  Area!  Las  Cruces,  NM)  505/523-0601,  Houston  Only  713/780-2511, 
UT  801/973-7969,  VT  (MA)  617/729-5770,  VA  703/569-1502,  WA  206/455-9180,  WV  (PA)  412/922-51 10,  Wl  (IL)  312/564-5440,  WY  (CO)  303/7  79-0666, 
EUROPEAN  EXPORT  SALES  EUROPE  ( MA)  61 7/661-9424,  BELGIUM  Brussels  02-242-36-04,  FRANCE  Rueil  Malmaison  749-40-37.  GREECE  Athens  642-1368,  ITALY  Milano  02600733. 
THE  NETHERLANDS  Poeldijk  01749-764  0,  SPAIN:  Barcelona  204-17-43.  SWEDEN  Valhngby  08-380-370,  SWITZERLAND  Mutschellen  057-546-55,  UNITED  KINGDOM.  Bournemouth  0202-293-1 15. 
WEST  GERMANY  Koblenz  (0261 1-31025/6,  AUSTRALIA  &  NEW  ZEALAND  Auckland  814-9385  Canberra  58-181 1 ,  Chermside  59-6436.  Melbourne  03-543-2077,  Sydney  02-808-1444, 
Wellington  64-4585,  CANADA  Dorval  514/636-9774,  Ottawa  613/224-1391 .  Toronto  416/787-1208,  Vancouver  604/684-8625.  CENTRAL  AND  SOUTH  AMERICA  &  CARIBBEAN  (GA)  404/394-9603. 
MEXICO  Monterrey  564-876.  FAR  EAST  (CA)  213-382-1 107.  HONG  KONG  5-74221 1 .  JAPAN  (Tokyo)  (03)  463-9921 .  TAIWAN  (Taipei)  02-7026284.  MIDDLE  EAST  (GA)  404/581-0284. 
ISRAEL  RamatGan  03725749,  KUWAIT:  Kuwait  438-180/ 1/2,  LEBANON  Beirut  221731/260110,  SAUDI  ARABIA  Jeddah  27790,  Ryadh  25083-39732 
For  sales  and  service  in  other  countries  contact  ISC  headquarters  in  Norcross.  GA  ,  USA 


Intelligent  Systems  Corp. ,  Intecolor  Drive  •Technology  Park/ Atlanta  «Norcross,  Georgia  30092  .Telephone  404/449-5961  «TWX  810-766-1581 


At  least  one  segment  of  this  industry  will  buck  the  R^^S 
recession — thanks  largely  to  Detroit's  troubles.  §V*  J 


Industrial 
equipment 


Going  into  the  inflated  Eighties,  the  big  clamor  from 
the  nation's  corporate  purchasing  departments  is  for 
machine  tools — the  basic  industrial  equipment  that 
[cuts  and  shapes  almost  every  conceivable  metal  part. 

The  days  when  most  machine  tool  orders  could  be  filled  in  a 
^ear  or  less  are  over.  With  a  record  $4.9  billion  order  backlog — 
lexceeding  industry  capacity  by  20% — deliveries  on  some  ma- 
chine tools  are  being  delayed  18  months  or  more.  "Machine 
|tool  builders  are  caught  in  the  biggest  upsurge  of  orders  they've 
;ver  had  and  they  haven't  anticipated  it,"  laments  Allis- 
|Chalmers'  ($1.7  billion  sales)  Manager  of  Process  Engineering 
ieorge  Ventura,  a  32-year  veteran  of  the  industry. 
Ventura  should  know.  He's  been  scrambling  to  get  them.  In 
June  he  set  up  a  "machine  tool  hot  line"  comprised  of  machine 
tool  builders  he  knows  throughout  the  U.S.  When  a  customer 
cancels  a  delivery,  Ventura  is  one  of  the  first  to  know.  He 
figures  he's  saved  up  to  18  months  on  some  deliveries. 

Nearly  40%  of  the  demand  for  machine  tools  in  the  early 
Eighties  will  come  from  the  automotive  and  aerospace  indus- 


tries, most  of  it  to  meet  governmental  fuel  efficiency  and 
environmental  standards.  Recession  or  not,  these  two  indus- 
tries are  committed  to  invest  huge  amounts  of  capital. 

General  Motors,  for  example,  will  spend  more  than  $38 
billion  on  downsizing  and  retooling  through  1985.  Several 
billion  of  that  will  go  for  machine  tools,  according  to  Frank 
Daley,  GM's  director  of  manufacturing  development.  Daley 
questions  the  ability  of  U.S.  machine  tool  makers  to  supply 
manufacturers'  needs  in  the  Eighties.  "There's  some  doubt  as 
to  whether  there  are  enough  facilities  in  the  world  to  haul  off 
and  retool  and  reequip  everything  in  sight,"  he  says.  "The  load 
on  the  machine  tool  industry  could  be  something  that  gets  to 
be  a  pretty  critical  factor." 

All  this,  of  course,  makes  happy  problems  for  machine  tool 
builders  such  as  Cincinnati  Milacron  Inc.,  Warner  &  Swasey 
Co.  and  Ex-Cell-O,  who  are  starting  to  expand  their  aging 
facilities.  "Over  the  past  five  years,  machine  tool  builders  have 
rationalized  their  product  lines  and  cleaned  up  their  internal 
operations,"  says  Paine  Webber  Mitchell  Hutchins  analyst  Eli 


Passing  the  work  from  hand  to  hand 


The  demand  for  transfer  lines — a  series  of  complex  ma- 
chine tools  connected  end  to  end  that  automatically  trans- 
fer work  from  one  machining  operation  to  another — is 
now  expected  to  exceed  the  available  supply  well  into  the 
Eighties.  For  example,  Michigan-headquartered  Cross  Co.,. 
a  subsidiary  of  Cross  &  Trecker  Corp.,  a  leading  U.S. 
producer  of  transfer  lines  that  make  items  like  auto  en- 
gines, has  an  order  backlog  of  some  $300  million,  with 
some  deliveries  more  than  two  years  out. 

For  this  the  transfer  line  manufacturers  can  thank  the 
auto  industry.  Never  mind  that  automobile  sales  are  down, 
with  the  Detroit  automakers  offering  big  customer  dis- 
counts in  an  effort  to  work  down  their  swollen  inven- 
tories. Recession  or  no,  government  mandates  for  fuel 
economy  as  well  as  environmental  constraints  are  forcing 
auto  producers  into  massive  retooling  in  both  their  domes- 
tic and  overseas  facilities.  Thus  General  Motors  is  aggres- 
sively downsizing  its  big  cars  into  X-  and  I-bodies,  for 
which  customers  are  willing  to  pay  extra  dollars  and  wait 
long  months  for  delivery.  It  is  not  a  question  of  whether 
GM's  competitors  want  to  spend  the  hundreds  of  millions 
of  dollars  that  retooling  costs  these  days:  Without  it  they 
would  have  no  product  and  no  future. 

Much  the  same  phenomenon  can  be  seen  across  the 
machine  tool  industry.  If  good  machinists  are  scarce  and 
unwilling  or  unable  to  work  faster,  the  obvious  solution  is 
faster  and  more  efficient  machines.  Hence  the  brisk  sales 
for  advanced  machine  tools,  especially  numerically  (com- 
puter) controlled  machining  centers.  Says  a  pleased  Cross 
&  Trecker  spokesman:  "We're  not  selling  for  1980  any 
more.  We're  selling  for  1981,  '82,  and  beyond." 
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Industrial  Equipment 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt; 

latest 

net 

3-year 

5  year 

12 

equity 

12 

5  year 

3 -year 

profit 

5-year 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Production  Equipment 

Cooper  Industries 

25.0% 

1 

25.9% 

0.1 

26.4% 

2 

19.2% 

8.2% 

21.6% 

1 

27.3% 

5 

Briggs  &  Stratton 

22.0 

2 

25.1 

0.0 

24.5 

1 

21.7 

7.8 

1  9  A 

9 

9.3 

15 

CBI  Industries 

20.3 

3 

17.6 

0.0 

14.5 

3 

16.6 

9.7 

8.6 

16 

13.7 

11 

juiinMJii  v^uiiifuis 

19.7 

4 

17.0 

0.4 

12.3 

4 

16.3 

18.3 

2 

22.0 

7 

Sundstrand 

19.1 

5 

22.8 

0.5 

14.6 

11 

11.4 

7.5 

14.5 

6 

28.1 

4 

Harsco 

18.5 

6 

17.6 

0.3 

14.8 

5 

15.2 

5.8 

13.8 

8 

17.6 

9 

Parker  Hannifin 

17.7 

7 

19.0 

0.4 

14.6 

7 

13.0 

5.8 

16.1 

4 

13.6 

13 

Eagle-Picher  Inds 

17.4 

8 

16.9 

0.3 

13.6 

6 

13.3 

5.2 

inn 

iu.y 

\1 

13.7 

12 

Wallace-Murray 

16.6 

9 

21.5 

0.6 

15.0 

8 

12.1 

6.0 

10.8 

14 

21.4 

8 

JVlidl  and -Ross 

15.1 

10 

18.4 

0.3 

13.9 

12 

11.3 

5  5 

11.2 

11 

23.8 

6 

Ingersoll-Rand 

14.9 

11 

14.9 

0.4 

11.0 

10 

11.6 

5.8 

16.6 

3 

7.0 

16 

Norton 

14.0 

12 

20.4 

0.2 

16.6 

9 

11.8 

7.3 

14.1 

7 

15.0 

10 

Cincinnati  Milacron 

14.0 

13 

24.9 

0.5 

16.5 

14 

9.7 

7.0 

11.5 

10 

31.0 

2 

H  K  Porter 

13.1 

14 

16.8 

0.6 

11.8 

13 

10.2 

3.4 

10.6 

15 

42.5 

1 

Warner  &  Swasey 

9.8 

15 

17.7 

0.2 

13.8 

16 

7.8 

9.0 

8.3 

17 

13.4 

14 

Chicago  Pneumatic  Tool 

9.3 

16 

14.4 

0.2 

12.4 

15 

9.2 

5.6 

10.8 

13 

-0.1 

17 

Cross  &  Trecker 

24.6 

0.1 

22.6 

*  * 

8.7 

14.8it 

5 

30.5ti 

3 

Medians 

17.0 

18.4 

0.3 

14.6 

12.0 

6.0 

12.4 

17.6 

Specialty  Equipment  ft  Materials 

Tyler 

23.3% 

1 

21.7% 

0.6 

15.0% 

7 

15.6% 

4.9% 

16.0% 

10 

24.3% 

7 

Ametek 

21.6 

2 

21.9 

0.3 

16.4 

3 

17.0 

5.9 

11.5 

24 

20.9 

9 

ii  im  ill 

21.3 

3 

25.5 

0.3 

20.6 

2 

17.4 

2.9 

18.0 

8 

25.6 

5 

Big  Three  Industries 

18.9 

4 

17.1 

0.3 

13.1 

9 

14.9 

12.5 

27.5 

2 

26.1 

4 

VSI 

18.5 

5 

26.9 

0.3 

22.4 

8 

15.4 

6.9 

14.7 

14 

16.5 

16 

Remold 

18.4 

6 

17.1 

0.3 

13.5 

11 

14.2 

5.6 

14.1 

15 

19.7 

10 

Emhart 

18.1 

7 

17.3 

0.1 

15.6 

4 

17.0 

4.5 

32.6 

1 

17.9 

12 

Waste  Management 

18.0 

8 

20.9 

n  a 

14.1 

23 

10.9 

y.o 

25.0 

3 

25.4 

6 

Tecumseh  Products 

17.7 

9 

21.5 

0.0 

21.5 

1 

17.7 

6.5 

6.9 

30 

10.5 

23 

Stanadyne 

17.4 

10 

20.3 

0.2 

16.6 

6 

15.7 

5.1 

11.7 

23 

12.1 

19 

Illinois  Tool  Works 

17.1 

11 

21.2 

0.0 

20.6 

5 

16.7 

11.0 

12.5 

17 

11.5 

21 

Combustion  Engineering 

16.6 

12 

18.6 

0.2 

11.2 

20 

11.7 

3.5 

12.3 

20 

13.8 

18 

Wheelahrator-Frye 

16.4 

13 

17.5 

n  i 

u.o 

11.9 

15 

12.7 

A  A 

21.6 

6 

37.7 

1 

Zurn  Industries 

15.7 

14 

17.8 

0.4 

12.8 

24 

10.8 

4.6 

7.4 

28 

21.3 

8 

Foxboro 

15.7 

15 

15.4 

0.1 

14.0 

10 

14.3 

8.1 

16.6 

9 

29.4 

2 

Harris  Corp 

15.7 

16 

20.8 

0.3 

16.9 

17 

12.6 

6.5 

11.4 

25 

17.6 

13 

Dennison  Manufacturing 

15.3 

17 

17.6 

0.2 

14.3 

16 

12.7 

5.7 

13.2 

16 

13.8 

17 

General  Signal 

15.2 

18 

16.1 

u.z 

14.1 

14 

13.4 

0. 1 

22.0 

5 

16.5 

15 

Signode 

14.9 

19 

17.2 

0.1 

14.1 

18 

12.4 

6.4 

12.3 

19 

9.9 

25 

Hobart 

14.4 

20 

14.7 

0.3 

12.0 

22 

11.2 

4.6 

11.8 

22 

6.8 

27 

Stewart-Warner 

14.3 

21 

15.3 

0.0 

15.1 

12 

14.1 

6.4 

7.6 

27 

10.1 

24 

Timken 

14.2 

22 

16.1 

0.0 

15.1 

13 

13.5 

8.2 

15.0 

12 

11.5 

20 

Peabody  International 

14.0 

23 

15.8 

13.9 

21 

11.4 

A  A 

24.0 

4 

17.2 

14 

Ex  Cell  O 

13.3 

24 

16.6 

0.2 

14.2 

19 

12.2 

5.7 

12.4 

18 

18.0 

11 

Fisher  Scientific 

13.1 

25 

14.3 

0.6 

9.9 

25 

10.1 

3.4 

15.0 

12 

26.6 

3 

Amerace 

12.6 

26 

14.7 

0.5 

8.7 

28 

7.9 

3.6 

7.2 

29 

3.0 

29 

Avery  International 

1  l  .o 

97 

1  A  1 
ID.  1 

0.6 

97 

ft  0 

o.y 

4.1  ' 

16.0 

11 

7.7 

26 

Browning-Ferris  Inds 

11.5 

28 

15.8 

0.5 

10.1 

29 

7.4 

6.3 

10.6 

26 

4.7 

28 

Envirotech 

1  u.u 

£.7 

A  1 

0.2 

A  1 

o  r. 

y.u 

1.0 

19.5 

7 

11.4 

22 

General  Refractories 

l.i 

30 

7.0 

0.8 

5.8 

30 

2.7 

1.4 

12.1 

21 

-22.0 

30 

Medians 

15.7 

17.2 

0.3 

14.1 

12.7 

5.7 

13.7 

16.5 

Loaniucuou  c  Materials  m  an  n  i  ing 

Caterpillar  Tractor 

23.5% 

1 

22.6% 

0.4 

17.3% 

1 

17.3% 

7.6% 

17.2% 

2 

20.2% 

2 

Hyster 

20.1 

2 

27.9 

0.2 

23.1 

2 

15.9 

9.8 

13.8 

3 

25.2 

1 

Clark  Equipment 

15.7 

3 

19.7 

0.3 

15.1 

3 

11.6 

6.2 

8.4 

5 

10.8 

6 

American  Hoist  &  Derrick 

15.0 

4 

14.3 

0.6 

9.6 

4 

9.8 

4.1 

12.2 

4 

19.6 

3 

Harnischfeger 

12.5 

5 

def 

0.7 

2.8 

5 

9.0 

def 

19.9 

1 

13.9 

4 

Koehring 

8.7 

6 

12.1 

0.6 

8.1 

6 

6.4 

3.0 

5.1 

6 

12.5 

5 

Medians 

15.4 

17.0 

0.5 

12.4 

10.7 

5.2 

13.0 

16.8 
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I  remember  the  special  look  on  your  face  the  day  you  walked  down  the  aisle 


Something  tells  me  I'm  going  to  see  it  again  tonight. 


THE  DIAMOND  ETERNITY  RING. 

A  beautiful  way  to  say  you'd  marry  her  all  over  again. 


Anniversaries  .are  the'tradntonal  rime  to  gtvc|"(uU  or  haltxinrk' of  viiamorvds:  called  the  Etemirv  Ring.  The  rfogsKeiv 

lYices  mayohanfle  substantially  duo  to  ditf<Wotcs  indianvnd  quality  atv3  market  cot\cftnoTts.  A  dtamprf4  i*  forever. 


Squeeze  the  lemons,  not  the  spirit. 


It  doesn't  require 
a  college  education 
to  know  that  living 
and  working 
in  a  complicated 
society  is  a  compli- 
cated business. 


But  when  the  effort 
required  to  follow 
the  rules  exceeds 
any  benefit  to  be 
gained  from 
playing  the  game, 
people  start  to  look 
for  other  games. 


Or  start  playing  by 
other  rules. 

Somewhere 
between  anarchy 
and  absolutism  is 
the  productive 
balance.  Finding  it 


requires  common 
sense  (a  quality 
which  helped  to 
build  the  nation) 
along  with  some 
entrepreneurial 
spirit  (which  puts 
money  in  the  bank). 

Unfortunately,  both 


^  ?      **porl  <*      Sw9ton  G«i™«»  on  W  Lip  Hazard. 


1 


rs  and  builder 


net  on  the  mo 


\ersailles  1980.  The  Personal  Lincoln 


If  you  are  accustomed  to  having  things  very 
much  your  own  way,  you  owe  it  to  yourself  to 
examine  Versailles  for  1980. 

It  is  the  personal  Lincoln;  manageable  size, 
sumptuous  interiors,  a  delight  to  drive.  The  ' 
standard  six-way  power  drivers  seat  is  so 
accommodating  that  you  can  virtually  design 
your  Versailles  around  yourself. 

Indeed,  standard  equipment  is  so  complete 
that  it  leaves  almost  nothing  to  be  desired. 

But  the  options  are  very  interesting. 

Thirty-six  possible  color  combinations,  for 
example. 

A  power-operated  glass  moonroof,  tinted 
silver,  brown  or  rose. 


A  defroster  on  the  outside  rearview  mirror. 

An  automatic  garage-door-opener  control 
that  can  be  adapted  to  operate  your  entrance 
gates. 

An  illuminated  outdoor  thermometer  on  the 
left-hand  mirror  bracket. 

A  cassette  tape  player  with  Dolby™  noise 
reduction;  an  eight-track  tape  player;  or  even  a 
40-channel  CB,  to  supplement  the  standard 
AM-FM  Stereo  Search  radio. 

And  for  the  perfect  confidence  of  easy  starts 
in  the  bitterest  winter  weather,  a  heater  that 
will  keep  the  engine  warm  overnight. 

Versailles  1980:  luxury  in  the  Lincoln 
tradition,  on  a  very  personal  scale. 

LINCOLN  VERSAILLES 


LINCOLN-MERCURY  DIVISION 
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Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

5-year 
average 

5-year 
rank 

latest 
12 

months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5- year 
average 

5-year 
rank 

5-year 
average 

5-year 
rank 

Mining  &  Drilling  Equipment 

Baker  International 

25.3% 

1 

24.0% 

0.6 

16.2% 

2 

17.6% 

8.5% 

36.4% 

1 

32.3% 

4 

Smith  International 

23.8 

2 

18.5 

0.2 

16.4 

1 

18.9 

10.4 

26.5 

3 

35.5 

2 

Cameron  Iron  Works 

23.7 

3 

20.5 

0.3 

14.5 

6 

14.7 

11.1 

22.0 

4 

32.6 

3 

Dresser  Industries 

Z  1 .4 

4 

18.3 

0.4 

14.2 

3 

16.0 

6.6 

21.8 

5 

24.4 

6 

Marathon  Manufacturing 

20.9 

5 

25.4 

0.2 

20.1 

7 

13.9 

7.5 

11.5 

8 

65.9 

1 

Bucyrus-Erie 

19.3 

6 

18.6 

0.3 

14.8 

5 

15.1 

1 1.0 

20.9 

6 

22.4 

7 

Hughes  Tool 

17.6 

7 

19.5 

0.2 

15.0 

4 

15.7 

10.6 

34.1 

2 

28.5 

5 

Joy  Manufacturing 

16.2 

8 

13.6 

0.2 

11.8 

8 

13.9 

6.4 

15.7 

7 

20.3 

8 

Medians 

21.2 

19.1 

0.3 

14.9 

15.4 

9.5 

21.9 

30.4 

Rail  Equipment 

Amsted  Industries 

21.0% 

1 

24.1% 

0.0 

23.5% 

1 

20.5% 

7.4% 

12.8% 

4 

29.0% 

1 

Trans  Union 

14.9 

2 

15.9 

1.2 

6.7 

4 

6.2 

5.9 

19.5 

2 

7.0 

4 

ACF  Industries 

13.7 

3 

15.2 

0.7 

7.6 

3 

7.5 

5.0 

13.2 

3 

11.3 

3 

Pullman 

12.9 

4 

14.3 

0.4 

11.9 

2 

10.9 

1.9 

20.8 

1 

13.5 

2 

GATX 

9.6 

5 

15.7 

0.9 

6.9 

5 

5.2 

8.9 

9.5 

5 

-2.4 

5 

Medians 

13.7 

15.7 

0.7 

7.6 

7.5 

5.9 

13.2 

11.3 

Industry  Medians 

16.2 

17.6 

0.3 

14.2 

12.7 

6.1 

14.0 

17.6 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51. 

t  JThree-year  growth,  def  Deficit.  "Not  available;  not  ranked. 


ustgarten.  Cincinnati  Milacron,  the  nation's  largest  maker  of 
achine  tools,  is  a  good  example.  In  1980-81,  the  company 
ill  invest  $49  million  to  expand  its  domestic  machine  tool 
peration,  more  than  triple  what  it  spent  in  1976-77. 
"There  is  great  cause  for  optimism  here  in  light  of  today's 
nvestment  climate  for  machine  tools,"  says  Cincinnati  Mila- 
:ron  Group  Vice  President  Clifford  Meyer,  who  predicts  1979 
ool  sales  to  be  "at  least  20%"  over  1978's  $634  million. 

Machine  tools  are  not  alone.  Long  delivery  lags  will  be 
:haractenstic  of  other  key  segments  of  the  equipment  industry 
s  well.  In  an  effort  to  cut  costs,  Ingersoll-Rand,  for  instance, 
as  reduced  its  backlog  of  portable  compressors,  rock  drills  and 
ther  types  of  construction  and  mining  equipment  from  four 
onths'  to  two  months'  worth  of  inventory.  Explains  Inger- 
11-Rand  Chairman  William  L.  Wearly:  "Construction  and 
nining  equipment  manufacturers  like  us  and  Caterpillar  and 
nternational  Harvester  are  going  into  1980  with  less  inven- 
:ory  on  our  hands.  It  means  customers  are  going  to  have  to  do 
nore  long-range  planning  to  meet  heavy  equipment  needs." 
Vteaning:  With  money  at  16%,  don't  count  on  us  to  keep  our 
shelves  filled  for  your  convenience. 

This  is  not  to  say  there  will  be  no  slowdown  in  industrial 
:quipment.  There  will  be.  You  can't  ignore  that  16%  money, 
nventories  of  industrial  lift  trucks,  a  $1.6  billion  business 
generally  viewed  as  a  reliable  indicator  of  materials  handling 
ctivity  at  factories  and  warehouses,  reflect  anticipated  de- 
lines  in  1980  in  new  construction  and  automotive  sales. 
According  to  figures  compiled  by  the  Industrial  Truck  Associ- 
tion,  lift  truck  shipments  exceed  incoming  orders  by  5%  to 
[0%,  indicating  a  slowdown  in  the  year  ahead  for  the  $6  billion 
naterials  handling  industry. 

"Most  likely,  incoming  orders  for  materials  handling  equip- 
nent  throughout  the  industry  will  be  off  by  about  10%  to  15% 
n  1980,  compared  to  1979,"  says  George  Markell  Jr.,  vice 


president  and  general  manager  of  Clark  Equipment  Co.'s  $700 
million  industrial  truck  division,  the  largest  in  the  world. 
Clark's  100-day  backlog  represents  just  over  $200  million 
worth  of  lift  trucks.  Markell  says  lead  times  on  orders  are 
running  "a  little  longer"  than  the  normal  90  days. 

Commerce  Department  analyst  John  Lien  thinks  inflation 
and  competitive  pricing  will  eat  materials  handling  manufac- 
turers' 1979  profits.  "As  far  as  real  growth  goes,  you're  talking 
zilch,"  he  says. 

It's  a  mixed  picture.  No  slowdown  in  machine  tools  but 
trouble  ahead  in  materials  handling.  Plenty  of  real  growth  is 
expected  in  the  $12  billion  oil  and  gas  drilling  and  exploration 
equipment  industry,  though.  "Environmental  and  safety  bar- 
riers are  signaling  an  uncertain  future  for  energy  from  coal  and 
nuclear  power,  leaving  oil  and  gas  to  carry  the  load  through  the 
early  Eighties,"  according  to  the  Commerce  Department's 
Edward  McDonald. 

Outfits  like  Hughes  Tool  Co.  look  forward  to  sustained 
growth  in  rotary  rig  and  seismic  crew  activities,  which  are 
approaching  their  highest  levels  in  nearly  22  years.  "The  name 
of  the  game  right  now  is  to  find  new  production,"  says  William 
A.  Kistler  Jr.,  Hughes'  executive  vice  president. 

New  exploration  as  well  as  secondary  recovery  projects  have 
stimulated  technological  improvements  in  drill  bits  and  abra- 
sive chemicals  manufactured  by  such  equipment  makers  as 
Hughes  and  the  Norton  Co. 

One  dark  cloud  for  oil  and  gas  equipment  manufacturers 
appears  to  be  the  one  coming  from  Washington.  Hughes  Tool's 
Kistler  believes  the  effect  on  capital  spending  of  the  so-called 
windfall  profits  tax  "would  definitely  be  counterproductive," 
especially  for  smaller  independents,  who  account  for  85%  of 
the  drilling  activity  in  the  U.S. 

He  adds:  "Everything  is  very,  very  favorable  for  a  good  future 
in  the  oil  and  gas  drilling  and  production  industry.  But  it  can  all 
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Louisiana's  fascinating  heritage,  its  food,  its  jazz,  its  incomparable 
year-round  sports  .  .  .  with  all  of  this,  people  sometimes  forget  these 
facts  about  Louisiana  today: 

FACT  t.  Louisiana  is  smack  in  the  middle  of  the  Sunbelt,  the 
fastest-growing  area  of  the  U.S.  today  and  for  the  rest  of  the  century: 

FACT  2.  Louisiana  is  the  optimum  location  for  fast  air  connections 
to  all  major  markets  in  this  area; 

FACT  3.  A  Fantus  Company  study  states  .  .  .  "A  Louisiana  office 
location  can  achieve  a  significant  cost  advantage  over  other  Sunbelt 
state  locations"; 

Let  us  send  you  a  copy  of  the  Fantus  study  on  office  locations;  we'll 
show  you  the  best  of  our  world. 

LOUISIANA 
WORKS 


<  For  a  free  copy  of  the  Fantus  study,  complete  and  return  coupon  to:- 

Andrew  F.  Flores.  C.I.D.. 

i  Executive  Director 

1       Louisiana  Office 
:  of  Commerce  &  Industry 

!        P.O.  Box  44185. 
I       Capitol  Station.  Dept.  L7 
Baton  Rouse.  La.  70804 
'  504/342-5361 

I   -  j 


Name, 
Tide  . 
Firm  . 


Address. 


Cm  State   Zid  . 


come  out  of  the  tree  if  they  do  something 
stupid  in  Washington."  They  usually  do. 

In  contrast  with  oil-drilling  equipment 
makers,  mining  equipment  makers  are 
far  less  ebullient  about  prospects  for 
1980.  Robert  Cizik,  president  of  SI. 4  bil- 
lion Cooper  Industries,  is  downright  pes- 
simistic: "What's  the  outlook  for  con- 
struction mining  in  1980?  Bad."  He 
ought  to  know. 

In  April  1979  Cooper,  whose  primary- 
business  is  energy  services,  acquired 
Gardner-Denver  Co.,  a  leading  manufac- 
turer of  drilling  equipment  for  the  min- 
ing, construction  and  petroleum  indus- 
tries. In  1978  Gardner-Denver's  rock 
drilling  equipment,  rotary-  rock  drill  and 
portable  air  compressor  sales  earned 
S51.4  million  on  revenues  of  S658  mil- 
lion. Though  Cooper's  been  aggressively 


•There's  some  doubt  whether 
there  are  enough  facilities  in 
the  world  to  haul  off  and  re- 
tool and  reequip  everything  in 
sight" — Frank  Daley,  GM  man- 
ufacturing development. 


cutting  costs  in  its  mining  division,  Ci- 
zik expects  downturns  m  the  market- 
place for  such  equipment.  "We  don't  see 
any  upturn  in  1980  and  the  best  we  can 
expect  is  a  plateau  with  1979,''  he  says. 

Fortunately,  Cooper  has  less  vulner- 
able divisions  to  cany-  it  through  the 
early  Eighties.  Sales  of  gas  compressors 
to  transport  oil  and  gas  through  pipelines 
are  expected  to  remain  strong,  and  Cizik 
expects  Cooper  to  maintain  its  strength 
in  its  aircraft  services  division,  which 
overhauls  and  repairs  engines  for  com- 
mercial and  private  aircraft.  Cizik  ex- 
pects Cooper's  1979  earnings  growth 
rate  of  20%  to  repeat  itself  in  1980.  But, 
like  most  other  top  executives,  Cizik 
cautions,  "If  we're  thrown  into  a  deep 
recession,  everything  is  up  for  grabs." 

The  length  and  severity  of  the  "may- 
be" recession  will  have  limited  impact 
on  the  railroad  industry.  By  August  1979 
a  bulging  backlog  of  orders  totaling 
123,217  cars  had  stretched  delivery  dates 
out  into  1981.  Grain,  coal  and  other  bulk 
commodities  will  be  important  sources 
of  revenues  in  1980.  More  freight  to  haul 
and  increased  coal  production  to  cope 
with  the  energy  shortage  lead  some  ana- 
lysts to  predict  the  industry  will  reach 
another  peak  by  1982-84. 

Add  it  all  up  and  what  do  you  have?  A 
situation  where  most  of  the  answers  will 
come  from  Washington.  What  will  the 
Fed  do?  Congress?  Will  the  nation's  need 
for  energy  win  out  over  the  powerful 
environmental  lobbies?  Can  the  U.S.  get 
its  act  together?  If  it  can,  the  future  is 
bright  for  industrial  equipment.  God 
knows  the  need  is  there.  ■ 
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Paris  is 

a  business  must 

WHY?  Paris  :  the  world's  most  important  center 
for  international  trade  shows. 

Each  year :  30,000  exhibitors,  10,000  from 
countries  other  than  France. 

4  million  trade  visitors,  300,000  coming  from  all  over  the  world. 
More  than  50  trade  shows :  A  truly  international  market. 

Do  not  hesitate :  call  our  New  York  delegate. 

He  can  help  you  organize  your  trip. 

Start  planning  your  next  Paris  business  trip  now. 


PARIS :  THE  GATEWAY  TO  EUROPE: 

London,  Frankfurt 


Milano 


JUjOurs 
Madrid,  Roma 


INTERNATIONAL  TRADE  SHOWS  IN  FRANCE  - 1980 


CAPITAL  GOODS  AND  EQUIPMENT 


Exploitation  of  the  Oceans  (0CEANEXP0)  (1 ) 

4-8  March 

1 

Paper  Industries  (IP)  (2) 

25-28  March 

2 

C0MP0SANTS  ELECTRONIQUES 

27  March-2  April 

3 

Surface  Transports  and  Traffic 

15-19  April 

4 

Mountain  and  Ski  Resort  Equipt.(SAM)  (3) 

23-27  April 

5 

Woodworking  Machinery  (EXP0B0IS) 

24-29  April 

6 

Machines  and  Tools  for  Leather 

6-9  September 

7 

Data  Processing,  Communication, 

~ 

Office  Organisation  (SIC0B) 

17-26  September 

Precision  Engineering  (MICR0N0RA)  (4) 

7-11  October 

^_ 

Hotel.  Restaurant  and  Catering 

Equipment  (EQUIP  HOTEL-  COLLECTIVITE) 

19-27  October 

10 

Packaging  (EMBALLAGE) 

17-22  November 

11 

Food  Manufacturing  Processing  (GIA) 

17-22  November 

12 

Machinery  for  Meat  Industry  (MATIC) 

17-24  November 

13 

Laundry.  Dyeing  and  Dry-Cleanmg 

J±] 

Machinery 

29  November-7  December 

International  Market  of  Sub-contracting 

(MIDEST) 

8-12  December 

15 

Laboratory 

8-13  December 

16 

Chemical  Engineering  Processes  and 

Equipment  (INTERCHIMIE) 

8-13  December          |  17 

ARTS,  CRAFTS  AND  JEWELRY 

•  Arts  and  Crafts  Products 


AGRICULTURE  AND  FOOD  PRODUCTS 

•  Agriculture  (SIA),  Agricultural 
Machinery  (SIMA) 

•  Confectionery,  Chocolate  and 
Biscuits  (INTERSUC) 

•  Food  Products  (SIAL) 

•  Wine  and  Vine  Technology  (SITEVI)  (5) 


2-9  March 

22-26  March 
17-22  November 
25-27  November 


19 


(ATELIERS  D  ART) 

10-15  Jan  /4-9  Sept 

22  I 

•  Jewelry,  Gold  and  Silverware, 

Clocks.  Gifts  (BIJORHCA) 

10- 15  Jan  /4-9  Sept 

23 

•  Tableware  (SIFE-CIAT) 

9-13  March 

24 

CONSUMER  GOODS 

•  Furniture  -  Lighting 

10-14  January 

25 

•  Yachting,  Boating,  Watersports  Equipment 

11-21  January 

26 

•  Stationery  (SIPPA) 

1-4  February 

27 

•  Toys  and  Games 

9-15  February 

28 

•  Wintersports  Equipment  (SIG)  (6) 

1-4  March 

29 

•  Household  Appliances  (ARTS  MENAGERS) 

1-4  March 

30 

•  Spectacles.  Optics,  Optical  Equipment 

3D 

(SILM0)(7) 

8-12  May 

•  Wallpapers,  Wallcoverings,  Furnishing 

Textiles  (PARITEX) 

5-9  June 

32 

•  Carpets  and  Floor  Coverings 

5-9  June 

33 

•  Supplies  for  the  Manufacture  of 

Furniture  (APPROFAL) 

5-9  June 

•  Sports  Goods  and  Leisure  Equipment 

(SISEL) 

6-9  September 

IB"] 

•  Hardware  (OUOJEM) 

21-24  September 

36 

CLOTHING  AND  FASHION 

•  Men  s  Wear  (SEHM) 

2-5  Feb  /6-9  Sept 

37 

•  Knitwear  -  SIM  -  (MAILLE) 

2-5  February 

38 

•  Children's  Wear  (MODE  ENFANTINE) 

2-5  Feb  76-9  Sept 

39 

•  Ladies'  Ready-to-Wear  (INTERSAISONS) 

2-5  Feb  76-9  Sept 

40 

•  Fur  Industries  (SIF) 

29  March-2  April 

41 

•  Ladies'  Ready-to-Wear  (PRET-A-PORTER) 

29  March-2Apr/18-22  Oct 

42 

•  Ladies'  Summer  Fashion  (SCAME)  (8) 

3-7  October 

43 

•  Leather  (SEMAINE  DU  CUIR) 

6-9  September 

44  ' 

(1)  Bordeaux   (2,  3,  6)  Grenoble   (4)  Besancon   (5)  Montpellier   (7)  Lyon   (8)  Nice. 


INTERNATIONAL  TRADE  SHOWS  IN  FRANCE 
1350,  Avenue  of  the  Americas,  NEW  YORK,  N.Y.  10019  -  Tel.  (212)  582-4960  -  Telex:  FRSHOWS  427563 


FRENCH  TRADE  SHOWS 


Return  this  coupon  to  above  address 

Please  send  me  more  detailed  information  on  the  trade  show  (s)  of  which  the  number(s)  are  listed  below 
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Cleaning  up  the  backlog  will  make  1980  a  fat  one 
for  the  industry.  The  long-term  question  is  the  ability 
of  the  airlines  to  finance  their  replacement  planes. 

Aerospace 
and  defense 


If  1979  was  the  year  that  the  U.S.  aerospace  industry 
filled  up  its  order  books,  then  1980  will  be  the  year  when  it 
rolls  up  its  sleeves  and  tries  to  deliver  on  all  its  promises. 
And  the  promises  have  been,  in  a  word,  monumental.  Al- 
though some  firms  in  the  industry  still  have  excess  capacity, 
they  won't  for  long.  Almost  across  the  board,  major  U.S. 
commercial,  general  aviation  and  military  companies  will  be 
reporting  record  sales  and  earnings  for  1979.  What's  more, 
whatever  problems  the  airlines  have,  the  plane  builders  had 
such  a  backlog  of  orders  in  1979  that  1980  is  in  the  bag. 

The  onslaught  of  order-taking  has  been  led  by  the  commer- 
cial aircraft  manufacturers  like  Boeing,  Lockheed  and  McDon- 
nell Douglas.  Boeing's  backlog  of  over  500  aircraft,  including 
its  new  757  and  767,  grew  from  $7.6  billion  at  the  end  of  1978 
to  over  $16  billion  a  year  later.  Likewise  Lockheed's  backlog 
for  its  L-lOlls  has  burgeoned  to  59  aircraft,  a  168%  increase 
from  its  22-plane  backlog  only  two  years  ago. 

McDonnell  Douglas  saw  26  new  firm  orders  last  year,  bring- 
ing the  total  backlog  to  173.  Boeing  Commercial  Airplane  Co. 
President  E.H.  (Tex)  Boullioun  sees  the  1979  order-taking  as  a 
continuation  of  an  aircraft  market  bonanza  that  will  run 
straight  through  the  1980s  and  1990s.  "Our  conservative  plan 
is  that  over  the  next  6  or  7  years  we'll  produce  at  least  the 
number  of  seats  we  produced  in  the  last  20  years,"  he  says, 
"which  means  that  we  ought  to  produce  about  4,000  airplanes 
in  the  next  20  years.  And  if  you  assume  the  industry  is  going  to 
grow,  we  could  produce  considerably  more  than  that." 


That  optimism  goes  beyond  the  major  commercial  aircral 
manufacturers.  Companies  like  Beech  and  Gates  Learjet  tha 
build  business  and  commuter  planes  have  similarly  rosy  pros 
pects.  C.W.  Dieker,  vice  president-treasurer  for  Beech  Aircraft 
says  that  fiscal  1979  was  a  record  year  for  sales  and  earnings 
"That  was  our  seventh  straight  record  year  and  we're  lookin 
for  a  15%  to  17%  increase  in  sales  for  1980."  If  Dieker  is  right 
Beech  will  have  between  $680  and  $700  million  in  sales  fo 
1980  and  its  eighth  straight  record  year. 

While  the  military  and  defense  manufacturers  aren't  doin 
the  booming  weapons  business  they  did  during  the  Vietnan 
War,  they  aren't  exactly  crying  either.  Says  John  W.  Dixon 
chairman  and  president  of  electronic  warfare  systems  purveyo 
E-Systems  of  Dallas,  "It  looks  as  though  business  in  1980  wil 
be  up  as  much  as  it  was  last  year,  which  means  another  13°A 
increase."  Sanford  N.  McDonnell,  president  and  CEO  of  Mc 
Donnell  Douglas  Corp.,  looks  for  similar  growth  for  1980.  Anc 
McDonnell's  St.  Louis  neighbor,  J.M.  Beggs,  an  executive  vic< 
president  at  General  Dynamics  Corp.,  says  that  it  was  not 
question  of  whether  Congress  was  going  to  raise  the  defense 
budget  for  1980  but  of  just  how  much.  Defense  business  is  s(| 
good  that  even  shipyards  are  going  to  do  well  in  1980.  Tod 
Shipyards,  for  instance,  which  posted  a  deficit  as  recently  a 
1977,  is  back  in  the  black,  and  looks  to  stay  there  in  1980. 

But  the  big  problem  facing  the  booming  aerospace  compa 
nies  is  whether  they'll  have  the  materials  and  the  manpower  tc 
deliver  the  goods,  lames  Lyons,  corporate  director  of  strategi 


Wild  blue  yonder 


Two  or  three  times  every  month,  Charlie 
Bock,  a  slender,  balding,  54-year-old  former 
B-52  pilot,  gets  into  a  Rockwell  Aerocom- 
mander  and  is  flown  60  miles  from  his  home 
in  Los  Angeles  to  Edwards  Air  Force  Base, 
just  north  of  Palmdale,  Calif.  Bock  knows  his 
way  around  places  like  Edwards.  He  flew  for 
the  Air  Force  in  World  War  II  and  in  Korea. 
And  when  there  weren't  any  more  wars,  he 
became  an  Air  Force  test  pilot. 

Bock  retired  as  a  colonel  in  1973,  but  he's 
still  flying.  As  chief  test  pilot  for  the  North 
American  Division  of  Rockwell  Interna- 
tional he  gets  to  fly  what  may  well  be  the 
hottest  plane  in  the  air,  the  B-l  bomber. 
The  Carter  Administration  killed  the  $4 
billion  B-l  development  program  in  1977,  but  the  plane  isn't 
dead.  Two  prototypes  are  still  in  the  air  with  Charlie  at  the 
controls.  His  sorties  usuilly  take  him  out  along  a  flight  test 
range  that  extends  into  Utah  with  a  left  turn  at  Provo. 

Who  pays  for  Charlie's  flights?  The  U.S.  government,  with 
$50  million  that  Congress  approved  just  to  keep  the  plane  off 
the  scrap  heap.  With  America's  only  other  long-range  bomb- 


er, the  B-52,  nearly  25  years  old,  even  Con- 
gress realizes  that  sooner  or  later  the  B-l 
technology — if  not  the  plane  itself — will  be 
important  to  the  U.S.  nuclear  strike  force. 

North  American  Rockwell  hasn't  given 
up  on  the  B-l  either,  even  though  it  has  sold 
off  1  million  square  feet  of  B-l  workspace  to 
Northrop  and  returned  the  property  of  its 
original  North  American  Aviation  HQ — 
where  it  built  the  P-51  and  the  B-25 — back 
to  the  City  of  Los  Angeles.  George  Jeffs, 
president  of  Rockwell's  Aerospace  oper- 
ations, now  looks  at  the  B-l  as  a  "core 
airplane."  "The  basics  of  the  B-l  could  be 
used  in  designing  a  new  tanker  or  a  'pene- 
trating' aircraft,"  he  says.  "A  lot  depends  on 
what  threats  the  government  sees." 

When  the  B-l  was  canceled,  Rockwell  and  its  suppliers 
lost  $15  billion  in  potential  revenue.  But  even  if  that  pro- 
gram is  never  revived,  the  time  may  not  have  been  wasted. 
The  technology  Rockwell  learned  could  put  it  near  the  head 
of  the  line  for  the  next  new  military  aircraft,  even  though 
that  plane  will  almost  certainly  be  a  fighter,  not  a  bomber. 


124 


FORBES,  JANUARY  7,  1980 


^planning  for  United  Technologies  Corp.  in  Hartford,  Conn. 
j>ays  aircraft  engine  sales  are  so  good  that  its  Pratt  &  Whitney 
wroup  has  to  scramble  to  beat  strategic  material  and  supplier 
^shortages.  "The  year  1980  will  be  a  good  year  but  a  tough  one. 
I  It  will  prove  we  can  manage  in  tough  times." 

The  problem  is  that  suppliers  of  critical  items  like  bearings, 
:astings  and  forgings  still  remember  the  recession  of  1974-75 
ind  are  loath  to  increase  capacity  and  risk  being  "caught  out" 
;his  time.  While  the  shortage  of  titanium  has  received  a  lot  of 
press,  manufacturers  are  more  concerned  about  less  glamorous 
;ommodities  like  skin-quality  aluminum  sheet  that  are  in 
even  tighter  supply.  Lead  times  on  many  of  these  items,  which 
an  12  to  20  months  in  the  best  of  times,  now  have  jumped  up 
o  24  to  36  months  or  more. 

Confronted  with  that  sort  of  supply  picture,  Lyons  predicts  a 
:ontinued  high  rate  of  materials  cost  inflation  in  1980.  The 
only  thing  about  the  1980  materials  supply  picture  he's  certain 
of  is  its  uncertainty.  With  no  opportunity  to  stockpile  materi- 
ils,  the  aerospace  firms  are  vulnerable  to  the  smallest  disrup- 
:ions  in  supply.  For  example,  a  21-week  strike  in  1979  at 
rc'jfRjnited  Technologies'  supplier  Fafnir  Bearing  had  an  almost 
.mmediate  impact  on  Pratt  &.  Whitney's  engine  production. 
To  hedge  this  supply  problem,  manufacturers  have  sought 
1  double  and  triple  suppliers  on  key  items  and  have  tried  to  order 
(as  far  ahead  as  possible.  This  "parts  rush"  has  only  aggravated 
:he  shortages  at  the  close  of  1979. 

i  The  manpower  situation  is  little  better.  Roger  Ulvestad, 
fimanager  of  market  research  for  Lockheed  in  Burbank,  is  being 
fonly  half  facetious  when  he  says,  "Boeing  is  down  here  in  L.A. 
Idragging  engineers  off  the  streets."  In  nearby  Palmdale,  Calif., 
•Lockheed  has  a  pool  of  4,000  potential  production  workers  it 
can  call  on  to  help  build  the  L-lOlls,  but  the  company  has  a 
pnajor  headache  each  time  it  has  to  add  inexperienced  workers 
Ito  the  production  line.  In  fact  Lockheed's  flat  earnings  in 
Ii979_$3  to  $3.50  compared  to  1978's  $3.51— can  in  large  part 


be  attributed  to  the  problems  of  inexperienced  personnel. 

These  manpower  problems  are  perhaps  best  outlined  in 
Wichita,  Kan.,  a  bustling  city  of  393,000,  with  four  major 
aircraft  producers  and  dozens  of  parts  and  equipment  suppliers. 
In  1971  Wichita  led  the  nation  in  unemployment  with  a  rate  of 
1 1.3%.  At  the  end  of  1979  that  unemployment  had  dropped  to 
2.5% — virtually  nil.  One  Wichita-based  aircraft  company, 
Gates  Learjet,  has  had  to  expand  its  operations  outside  Kansas 
for  lack  of  local  manpower.  And  even  for  the  companies  that 
can  find  the  people  in  Wichita  there  are  problems.  According 
to  Gates  Vice  President  James  Greenwood,  the  tight  labor 
market  makes  it  very  hard  for  companies  to  train  the  people 
they  find.  If  the  training  session  is  too  tough  or  the  pay  isn't 
quite  high  enough,  the  worker  simply  walks  across  the  street 
to  a  competitor.  "This  is  a  very  serious  problem  and  we  are 
concerned,"  says  Greenwood.  "Our  major  problem  of  the  mo- 
ment is  in  this  area  of  production,  just  building  the  planes  on 
schedule  and  getting  them  into  the  hands  of  customers." 

Rohr  Industries  in  Chula  Vista,  Calif.,  the  leading  manufac- 
turer of  jet  engine  pod  assemblies  and  a  defense  contractor  as 
well,  is  the  envy  of  the  industry.  Rohr  has  been  favored  by  a 
better  labor  climate  and  perhaps  just  a  bit  more  prescience 
than  its  competitors.  From  a  low  point  of  5,300  people  in  1977, 
Rohr  has  managed  to  build  its  staff  to  over  9,000  and  is 
currently  on  the  upswing  in  productivity.  As  Rohr  Chairman 
and  CEO  F.W.  Garry  looks  out  over  his  parking  lots,  jammed 
with  cars  for  the  first  time  since  1974,  he  says,  "The  whole 
industry  is  woiking  damn  close  to  capacity."  It  takes  him  a 
good  half  hour  just  to  run  through  the  list  of  the  30  programs 
that  Rohr  is  currently  working  on.  Rohr  has  added  300,000 
square  feet  of  floor  space  to  handle  the  business  it  foresees,  and 
overall  Garry  is  optimistic  that  the  industry  will  overcome  its 
parts  supply  problems  in  this  year.  But  he  isn't  banking  on  that 
alone.  Rohr  has  daily  meetings  of  its  managers  to  anticipate 
further  parts  supply  problems  (Rohr  needs  80,000  to  90,000 


That's  a  Butler  building?' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co.,  , 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 


BUTLER^ 


How  an  industrial  product 
from  Colt  Industries  will  help  keep 
the  Sacramento  River  a  favorite 
with  fish  and  fishermen. 


To  process  138,000,000  gallons  of  waste  water 
a  day,  the  Sacramento  (California)  Regional 
County  Sanitation  District  is  building  one  of  the 
largest  computer-controlled  treatment  plants 
in  the  nation.  Here,  giant  solids-handling  cen- 
trifugal pumps  from  our  Fairbanks  Morse  Pump 
Division  will  help  move  the  liquid  stream  from 
initial  entry  to  final  discharge  as  a  highly  purified 
effluent  that  will  help  keep  the  Sacramento  River 
as  clean  and  full  of  sturgeon  as  ever. 


Fairbanks  Morse  is  a  long-time  manufacturer 
of  rugged,  cost-effective  pumps  for  irrigation, 
sewage  handling,  water  supply  and  industrial 
uses.  It's  not  surprising  that  the  division  is  an 
important  part  of  Colt  Industries,  or  that  Colt 
Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy. 

For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  AA,  430  Park  Avenue, 
New  York,  NY  10022. 


I 


Fairbanks  Morse  diesel  engines*  Fairbanks  scales*  Pratt  4  Whitney 
and  Elox  production  equipment*  Quincy  compressors*  Central  Molon 
transformers*  Trent  welded  stainless  steel  pipe  and  tubing*  Crucible 
permanent  magnets  and  coil  springs*  Colt  firearms  □  Holley  carbureto 
Chandler  Evans  fuel  controls*  Fairbanks  Morse  pumps  □  Crucible 
specialty  steels  □  Garlock  industrial  seals*  Stemco  truck  products 
France,  compressor  products  □  Menasco  shock  mitigation  systems 

Colt  Industries 


@ 


From  pampering  skin 
to  protecting  products... 

Union  Camp  is  part  of  your  life! 


You  can't  always  see  us  but  we're  there.  Our 
chemicals  are  important  ingredients  in 
hundreds  of  products  that  touch  your  life 
every  day.  In  the  booming  beauty-care 
market  our  special  emollients  go  into  creams, 
cosmetics,  lotions  and  bath  oils.  We're  even 
turning  turpentine  into  an  amazing 
array  of  flavor  and  fragrance 
products  for  things  like  toothpaste, 
soaps,  food  and  fine  perfume.  But 


Union  Camp 


that's  just  part  of  Union  Camp. 

Our  corrugated  containers  package  just 
about  everything  from  pianos  to  peanuts. 
They  help  age  tobacco  and  keep  food  fresh. 
Virtually  everything  you  use  — appliances, 
furniture,  automobiles,  food,  clothing  and  a 
great  deal  more  is  shipped,  at  some 
point,  in  a  corrugated  box.  Our  products 
are  a  vital  part  of  your  day  to  day  living 
—  and  that's  a  great  way  to  grow! 


Union  Camp  Corporation.  1600  Valley  Road,  Wayne,  New  Jersey  07470 


Growing  in  more  ways  than  one. 

PAPER  •  PACKAGING  •  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


;inds  of  parts  to  get  through  a  manufacturing  day). 
The  1980  scene  is  particularly  frantic  because  both  military 
nd  general  aviation  are  competing  with  the  booming  com- 
mercial production  for  people  and  materials.  While  Grumman 
pay  have  to  turn  more  to  commercial  business  in  1980  to 
hake  up  for  its  flagging  sales  of  F-14s  to  the  Navy,  other 
jredominantly  military  manufacturers  are  having  no  problem 
filing  schedules.  The  market  is  so  hot  that  General  Dynamics 
/as  able  to  waltz  through  the  recent  cancellation  of  a  55-plane 
■16  contract  with  Iran  without  even  slowing  down.  The 
[lanes  that  were  going  to  Iran  will  now  go  to  Israel.  Jim  Lyons 
ff  United  Technologies  says  that  the  military  business,  which 
lcludes  engines  for  Grumman's  F-14s,  McDonnell  Douglas' 
•15s,  General  Dynamics'  F-16s,  McDonnell  Douglas'  and 
Jorthrop's  F-18s  and  Fairchild's  A- 10s  and  an  assortment  of 
lelicopter,  missile  and  surveillance  aircraft,  has  brought  the 
lefense  side  of  the  aerospace  business  to  a  happy  land  of 
[reinforcing  life  cycles, "  he  says . '  'As  our  F- 1 00  engine  deliveries 
leak,  we're  beginning  to  approach  another  peak  on  helicopter 
leliveries.  So  we're  getting  sustained  growth  as  opposed  tof  ailing 
Iff  a  cliff  in  the  mid- 1 980s. "  Even  though  the  Carter  Administra- 
lion  is  still  trying  to  make  up  its  mind  on  controversial  programs 
like  the  MX  mobile  missile  system,  Lyons  predicts  that  defense 
|pendingin  1980is likely  toseea3%  real growth.  Andthat'salot 
/hen  you  consider  there  hasn't  been  any  real  growth  in  defense 
|pending  since  the  end  of  the  Vietnam  War. 

The  year  1980  looks  like  a  big  one  for  Rockwell  International 
aerospace  as  well,  because  Rockwell  has  tried  to  avoid  the  one 
larket  area  that  looks  bleak,  pleasure  flying.  Rockwell  Aero- 
Jpace  Operations  President  George  Jeffs  says  he  eliminated 
lome  "financial  brats"  in  1979  by  making  costly  design  im- 
provements on  the  Sabreliner  business  jet  and  by  discontinu- 


ing its  line  of  single-engine  aircraft  and  twin-engine  propellor 
aircraft. 

Instead,  Rockwell  has  contracted  with  Boeing  to  help  build 
the  757  commercial  jetliner  and  is  developing  its  "super  base 
line"  projects  in  the  space  shuttle  and  global  positioning  satel- 
lite programs.  At  the  end  of  1979  Jeffs  was  still  having  perfor- 
mance problems  with  the  shuttle  engines  being  developed  by 
his  Rocketdyne  division,  but  he  remains  confident  that  Rock- 
well is  not  far  from  producing  shuttle  engines  that  can  make 
the  required  55  flights. 

With  most  of  their  business  in  the  light  aircraft  sector, 
neither  Cessna  nor  Piper  can  follow  Rockwell  and  turn  off 
pleasure  aircraft  production.  Both  have  been  hurt  by  the  con- 
tracting market  on  one  side  and  material  shortages  on  the 
other.  Both  could  turn  out  to  be  earnings  casualties  in  1980. 
Not  so  for  Beech  or  Gates  Learjet.  They  are  into  business  more 
strongly  than  pleasure  sales.  Says  Dieker  of  Beech,  "The  fun- 
flying  portion  of  our  general  aviation  business  is  only  5%. 
We're  able  to  sell  everything  we  can  build." 

Recession  will  eventually  come  to  the  aerospace  industry  but 
it  won't  be  until  at  least  1981.  And  when  it  does  come,  it's 
likely  to  be  due  to  a  drop-off  in  commercial  aircraft  production. 
Currently  Lockheed  is  predicting  a  recession  in  1981  and  1982. 

Airline  income — usually  the  harbinger  of  approaching  foul 
weather  for  aircraft  sales — is,  of  course,  already  dropping.  In- 
come that  ran  to  $1.1  billion  in  1978  will  be  down  to  only  $300 
million  this  year. 

But  any  pain  from  disappointing  commercial  orders  will  be 
alleviated  by  strong  defense  business.  The  lessons  of  Iran  have 
not  been  lost  on  the  U.S.  In  the  last  resort,  the  nation  stands 
alone  in  the  world  against  the  burgeoning  forces  of  chaos  and 
totalitarianism.  ■ 


Aerospace  &  Defense 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

5-year 
average 

latest 
5-year  12 
rank  months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year  5-year 
rank  average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-year 
rank 

Lockheed 

57.6% 

1 

11.0% 

1.1 

7.9% 

15 

8.8% 

0.9% 

4.7% 

16 

D-P 

Beech  Aircraft 

25.9 

2 

25.4 

0.2 

22.6 

1 

20.7 

6.8 

18.2 

4 

38.1% 

2 

Gates  Learjet 

24.9 

3 

19.2 

0.2 

16.4 

2 

20.6 

4.1 

21.6 

1 

29.1 

6 

i  Northrop 

24.0 

4 

26.7 

0.1 

23.5 

3 

19.9 

5.7 

17.0 

5 

31.5 

4 

E-Systems 

22.2 

5 

16.1 

0.3 

14.1 

4 

19.3 

4.1 

13.1 

9 

29.2 

5 

Raytheon 

21.2 

6 

25.2 

0.1 

23.3 

5 

18.9 

5.2 

13.7 

8 

22.8 

10 

Wyman  Gordon 

20.2 

7 

14.0 

0.2 

11.4 

7 

16.0 

5.1 

16.6 

6 

31.5 

3 

Fairchild  Industries 

18.8 

8 

35.7 

0.2 

25.0 

8 

13.9 

5.2 

11.2 

11 

25.7 

8 

Boeing 

18.6 

9 

31.8 

0.1 

27.3 

6 

16.1 

6.3 

8.7 

14 

42.3 

1 

United  Technologies 

18.3 

10 

17.9 

0.4 

12.4 

10 

12.6 

3.8 

19.0 

2 

27.1 

7 

Cessna  Aircraft 

17.5 

11 

19.2 

0.2 

16.0 

9 

13.7 

4.9 

18.2 

3 

15.9 

11 

Todd  Shipyards 

14.9 

12 

40.3 

2.9 

15.7 

16 

7.8 

1.9 

12.8 

10 

D-P 

Grumman 

14.7 

13 

7.4 

0.9 

6.2 

14 

9.2 

1.2 

9.2 

13 

D-P 

General  Dynamics 

14.1 

14 

25.5 

0.1 

19.5 

12 

11.6 

4.5 

9.7 

12 

24.7 

9 

Rockwell  Intl 

14.0 

15 

20.3 

0.3 

14.8 

13 

10.0 

4.2 

13.8 

7 

7.5 

12 

McDonnell  Douglas 

13.0 

16 

15.1 

0.1 

15.1 

11 

12.4 

3.7 

8.6 

15 

5.3 

13 

Rohr  Industries 

def 

17 

32.8 

1.2 

14.0 

17 

0.6 

3.8 

1.7 

17 

P-D 

14 

Industry  Medians 

18.6 

20.3 

0.2 

15.7 

13.7 

4.2 

13.1 

26.4 

All- Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51. 

P-D  Profit  to  Deficit.  D-P  Deficit  to  Profit;  not  ranked,  def  Deficit. 
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Chased  abroad  by  the  FDA's  delays  and  the  cost  of 
developing  drugs,  the  drug  companies  are  ready  to 
come  home — with  blockbuster  discoveries. 


Personal  products 
and  health  care 


The  U.S.  pharmaceutical  indusi  ry  is  finding  a  way  out  of 
the  squeeze  between  the  ultracautious  regulation  of  new 
drugs  and  the  enormous  costs  of  developing  them.  It  can 
cost  $50  million  or  more  to  develop  drugs  like  SmithKline's 
new  ulcer  treatment  and  Squibb's  hypertension  compounds. 
And  while  that  money  is  pouring  through  the  laboratories, 
there's  always  the  chance  that  a  competitor  will  come  out  with 
a  similar  product  first.  But  even  without  that  kind  of  problem, 
any  number  of  others  can  crop  up,  from  the  need  to  redo  costly 
tests  to  the  appearance  of  monstrous  side  effects. 

Escaping  even  all  those  unforeseen  events,  the  drug  manu- 
facturer must  still  confront  the  regulatory  demands  of  the  Food 
&  Drug  Administration.  That  process  can  take  another  five 
years  or  so,  at  the  end  of  which  the  drug  may  be  rejected  and 
sent  back  for  testing. 

Clearly  the  risks  in  the  U.S.  market  are  often  too  great  even 
for  the  strongest  companies  in  the  industry.  So  they've  been 
trying  to  dodge  some  of  their  FDA  problems  by  marketing  new 
products  abroad  while  waiting  out  the  FDA's  approvals.  Of  the 
1 1  major  new  drugs  approved  in  the  U.S.  or  Britain  from  1960 
through  March  1979,  for  example,  only  one  became  available 
in  the  U.S.  before  it  went  on  the  market  in  the  U.K.  Take 
SmithKline's  blockbuster,  Tagamet,  after  Valium  the  most 
prescribed  drug  in  the  world.  It  was  in  use  in  Britain  for  over  a 
year  before  it  reached  this  country. 

Even  after  a  drug  is  accepted  in  the  U.S.,  foreign  earnings  are 
crucial  to  offset  the  high  development  costs.  Says  Robert  F. 
Dee,  chief  executive  officer  of  $1.35  billion  SmithKline,  "Re- 
search today  is  so  expensive  that  it's  imperative  that  you 
spread  the  results  around  the  world."  And  the  ease  of  getting 
approval  in  other  countries  amplifies  that  need.  So,  it's  no 


surprise  that  SmithKline  has  51%  of  its  profits  abroa 
Warner-Lambert  has  43%,  and  A.H.  Robbins,  49%. 

To  get  into  foreign  markets  companies  are  building  researc 
facilities  and  plants  abroad.  Merck,  for  instance,  now  h 
installations  in  England,  Australia,  Belgium  and  France.  The: 
plants  are  often  the  result  of  arm-twisting;  build  a  plant,  or  yc 
can't  sell  here.  Says  Dee,  "All  the  major  companies  in  tr 
industry  now  have  worldwide  research  capabilities." 

Although  these  moves  abroad  have  been  crucial,  and  wil 
continue  to  be,  there  are  even  bigger  developments  down  th 
road  for  the  industry.  Listen  to  Goldman,  Sachs  analyst  Frede 
ic  Greenberg:  "It  is  our  judgment  that  the  industry  is  on  th 
threshold  of  a  golden  age  of  research  productivity  and  that  or 
can  see  the  signs  now." 

Greenberg  is  not  alone  in  this  view.  According  to  Joh 
Horan,  CEO  of  Merck,  "The  industry  is  on  the  verge  of  a  majc 
breakthrough  in  the  biological  sciences.  All  agree  about  th: 
and  are  excited  about  it."  Merck  has  introduced  three  new  U.! 
drugs  in  the  last  year  and  has  several  more  due  out  soon,  ij 
addition,  the  company  is  working  on  an  antibiotic  th 
Merck's  scientists  bill  as  having  "greater  potency  and 
broader  spectrum  of  activity  than  any  other  antibiotic"- 
assuming  there  are  no  major  problems. 

Of  course,  Merck  and  everyone  else  in  the  industry  woul 
love  something  like  SmithKline's  Tagamet,  which  is  noi 
bringing  in  about  30%  of  the  company's  revenues  and  mayb 
half  its  total  earnings.  And  SmithKline  is  trying  for  anothe 
such  superdrug  with  auranofin,  an  anti-arthritic  that  is  ahead 
at  the  human  testing  stage. 

Squibb,  too,  thinks  it  has  such  a  prospect  with  captopril,  a: 
anti-high-blood-pressure  drug.  Captopril  will  be  attacking 


Breaking  the  cigarette  habit 

Getting  out  of  the  cigarette  business  has  been  an  ongoing    of  cigarettes.  Thus  far,  however,  the  results  of  their  efforts 
story  for  the  companies  for  years.  For  the  most  part,  as  you    have  been  mixed.  It's  obviously  going  to  take  some  more 
can  see  from  the  chart,  they  have  been  trying  to  diversify    doing  for  these  outfits  to  change  their  cigarette  image  to 
into  other  businesses  to  minimize  the  relative  importance    some  dandy  new  word  like  "multimarket  company." 

Company 

Market  share* 
1979  1978 

%  tobacco  contributed 
to  sales 
1979  1978 

%  tobacco  contributed 
to  operating  earnings 
1979  1978 

Other  major 
businesses 

RJ  Reynoldst 

32.6% 

32.9% 

59.7%  67.6% 

80.7% 

0.9% 

Sea-Land  Inc. 
Energy 

Food  products 

Philip  Morrist 

28.8 

27.8 

64.0  64.0 

78.0 

78.2 

Miller  Brewing 
Seven-Up 

American  Brands  t 

11.6 

11.7 

62.8  62.8 

48.9 

65.6 

Master  Lock 
Food  products 
Franklin  Life  Insurance 

Loews  (Lonllard)t 

9.8 

9.1 

23.3  23.5 

21.0 

23.1 

CNA  Insurance  Cos 

Hotels 

Theaters 

Liggett* 

2.8 

3.2 

26.0  28.0 

18.0 

12.6 

Liquor 
Pet  food 

'Figures  for  1979  (estimates)  and  for  1978  from  John  C  Maxwell  Jr..  Lehman  Brothers.  tTwelve  months  ending  Sept. 

tForbes  estimates  1979 
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market  with  a  worldwide  potential  of  $8  billion  to  $10  billion 
and  should  be  in  overseas  markets  within  a  year  or  so. 

Among  other  promising  new  drugs  are  those  coming  out  of 
Bristol-Myers,  the  number  one  firm  in  cancer  drugs.  Although 
some  of  these  may  be  as  much  as  a  decade  away  from  markets, 
B-M  claims  significant  progress  with  a  platinum  derivative  for 
testicular  tumors  that  is  said  to  be  as  effective  as  today's 
reatments  without  the  grotesque  side  effects  they  now  some- 
imes  cause. 

Says  Dr.  James  Tuholski,  executive  vice  president  of  Bristol 
yers,  of  new  antileukemic  drugs,  "Twenty-five  years  ago, 
hen  you  saw  a  child  with  acute  leukemia,  you  sent  the  child's 
arents  to  their  spiritual  advisers.  Then  the  steroids  and  alkyl- 
ating agents,  and  other  combinations  came  into  use,  and  did 
some  good.  But  now  we  are  really  making  progress.  Of  course, 
\i  we  won't  know  if  these  drugs  are  truly  perfect  cures  for  25 
-*-*ycars  or  so,  when  we  see  how  the  children  are  then." 

It  may  be  a  risky  proposition  bringing  out  a  new  drug,  but, 
like  the  kid  selling  lemonade  for  $  100  a  glass,  all  you  have  to  do 
» lis  sell  one. 

Recent  developments  in  drug  research  seem  to  be  having  a 
\  'cumulative,  almost  a  critical-mass  effect.  Explains  Squibb's 
chief  executive  officer,  Richard  Furlaud,  "In  the  last  20  years, 
•you  had  the  same  explosion  of  knowledge  in  the  drug  industry 
that  you  had  in  physics  in  the  1930s."  He  goes  on,  closing  his 
leyes  to  relish  the  thought:  "It  is  certain  that  out  of  this 
,vna  incredible  amount  of  knowledge  there  will  be  a  new  world  of 
precisely  targeted  drugs  acting  at  a  cellular  level." 

Drug  companies  are  doing  their  research  in  a  new  way.  They 
look  at  the  disease,  analyze  the  steps  that  lead  to  it,  and  then 
try  to  find  a  chemical  compound  which  will  react  with,  and 
stop,  one  of  those  steps.  It's  a  totally  planned  process.  And 


ibroi 


they're  dealing  with  the  disease — not  its  symptoms. 

Furlaud  reflects  on  the  old  system:  "Certain  chemical  com- 
pounds are  known  to  have  physiological  effects.  If  you  tried  out 
thousands  of  compounds  on  thousands  and  thousands  of  mice 
and  rabbits  and  dogs — well,  not  dogs,  they're  too  expensive 
eventually  you  came  up  with  something." 

Most  of  these  new  blockbusters  are  the  result  of  new  tech- 
nologies, including  information  processing,  but,  says  Dr.  W. 
Clarke  Wescoe,  chief  executive  of  Sterling,  "I  don't  think  you 
will  ever  see  a  day  when  the  computer  will  take  over  entirely. 
Discoveries  will  still  take  place  through  serendipity." 

That's  certainly  true  in  Wescoe's  company.  Sterling's  most 
exciting  achievement  in  recent  years  has  been  with  a  heart 
drug — amrinonc — that  may  finally  replace  digitalis,  after  200 
years.  Here's  how  it  happened:  Amrinonc  was  being  tested  as  a 
respiratory  drug.  Wescoe:  "And  it  did  have  effects  on  the 
respiratory  system,  but  the  scientists  noted  it  had  more  pro- 
nounced effects  on  the  cardiovascular  area.  And  it's  now  being 
tested  exclusively  as  a  cardiovascular  drug." 

There's  yet  another  pressure  on  some  of  the  drug  companies 
to  come"  up  with  new  discoveries.  Many  patents  from  the  last 
wave  of  discovery,  the  early  1960s,  are  about  to  expire.  New 
Jersey-based  Schering-Plough  faces  the  prospect  of  seeing  its 
standby,  Caramycin,  go  into  the  public  domain.  That  one  drug 
accounts  for  about  40%  of  the  company's  earnings,  and  al- 
though Schering  is  working  on  patentable  improved  versions, 
it  still  must  confront  the  prospect  of  deep  inroads  into  a 
market  that  accounts  for  almost  half  its  earnings. 

Virtually  none  of  these  companies,  of  course,  is  exclusively 
in  ethical  drugs.  Warner-Lambert  has  21%  of  its  sales  in  gums, 
mints  and  specialty  foods;  Sterling  has  26%  in  household 
products  and  toiletries;  and  Bristol-Myers  racks  up  a  full  45% 


Personal  Products 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

i  

Company 

5-year 
average 

5  year 
rank 

latest 
12 

months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5  year 
rank 

i.  Tobacco 

Philip  Morris 

22.7% 

1 

23.1% 

1.0 

12.5% 

2 

13.5% 

6.2% 

20.1% 

2 

18,9% 

2 

Loews 

22.4 

2 

22.3 

0.7 

11.8 

4 

9.6 

4.3 

33.3 

1 

24.3 

1 

R  J  Reynolds  Inds 

20.5 

3 

20.2 

0.3 

15.1 

1 

14.8 

6.6 

15.0 

3 

9.1 

3 

American  Brands 

15.8 

4 

22.7 

0.4 

16.7 

3 

11.3 

5.6 

9.3 

4 

8.7 

4 

Liggett  Group 

10.3 

5 

15.3 

0.5 

11.3 

5 

8.3 

5.4 

4.6 

6 

3.3 

5 

Culbro 

3.1 

6 

dei 

1.2 

dei 

6 

4.4 

dei 

7.9 

5 

-15.2 

6 

Medians 

18.2 

21.3 

0.6 

12.2 

10.5 

5.5 

12.2 

8.9 

Toiletries  &  Cosmetics 

Avon  Products 

32.4% 

1 

32.9% 

0.0 

32.7% 

1 

31.4% 

10.8% 

11.5% 

8 

10.7% 

7 

Intl  Flavors  &  Fragrenccs 

22.5 

2 

24.2 

0.0 

22.9 

2 

21.0 

15.4 

16.1 

4 

14.7 

3 

Revlon 

21.8 

3 

22.0 

0.3 

17.6 

3 

16.7 

8.9 

20  8 

17.4 

2 

Chesebrough-Pond's 

19.6 

4 

20.5 

0.3 

15.8 

4 

15.9 

7.0 

17.4 

2 

1 1.7 

4 

Kimberly-Clark 

19.3 

5 

32.0 

0.2 

22.9 

7 

14.2 

14.7 

10.2 

9 

26.1 

1 

Procter  &  Gamble 

18.9 

6 

19.4 

0.2 

15.3 

5 

14.9 

6.1 

15.3 

5 

11.2 

5 

Gillette 

17.4 

7 

18.8 

0.4 

13.8 

8 

12.8 

5.8 

12.1 

6 

2.9 

9 

Colgate  Palmolivc 

16.7 

8 

15.9 

0.3 

12.6 

6 

14.4 

3.9 

16.1 

3 

10.8 

6 

American  Cyanamid 

13.5 

9 

13.3 

0.4 

9.8 

9 

10.5 

5.5 

11.7 

7 

5.9 

8 

Medians 

19.3 

20.S 

0.3 

15.8 

14.9 

7.0 

15.3 

11.2 

Industry  Medians 

19.3 

20.5 

0.3 

15.1 

14.2 

6.1 

15.0 

10.8 

All- Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  pa«c  51 
def  Deficit 
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ries,  beauty  aids  and  household  products.  To  the  extent    identified:  "I  can't  conceive  of  a  program  that  won't  bencf: 
•  in  nonprescription  consumer  products,  they  are  vul-    these  companies.  Once  the  funding  is  there,  there'll  be  mor 
to  slowdowns  ill  the  economy.                                     frequent  treatment.  Let's  say  the  government  says  it  will  giv 
lgh  a  curious  twist,  hospital  management  companies     $100  per  visit,  and  the  doctor  wants  $  J  SO.  They'll  get  aroun 
and  their  suppliers  may  actually  benefit  from  a  recession,     it.  They'll  simply  ask  you  to  come  back  twice.  These  doctor 
Between  1973  and  1 9 7 S ,  earnings  of  the  major  hospital  man      have  spent  12  years  in  school  and  they're  not  about  to  driv 
agement  companies  like  Humana  and  Hospital  Corp.  of  Amer-    around  in  a  1961  Volkswagen." 

ica  did  very  well.  National  Medical  hntcrprises,  for  example,        Robert  Bruce,  the  highly  respected  analyst  at  Paine  Webbe 
saw  earnings  use  by  55%  ill  that  tough  period.  The  tendency     gives  the  example  of  a  kidney  dialysis  program  that  the  goverr 
appears  to  be  that,  as  a  recession  widens,  one  of  the  things     ment  expected  to  cost  $1  billion  at  its  peak  and  will  wind  u 
people  feai  mosl  abouf  a  possible  Layoff  is  the  prospeel  <>f  losing    costing  closer  to  $6  billion.  Bruce:  "Once  the  funding  becam 
their  medical  benefits.  So,  the  worker  who  has  been  walking    available,  the  tendency  was  to  have  the  patients  dialyzed  wh 
around  with  a  hernia  lor  five  years  checks  into  the  hospital    weren't  able  to  afford  the  hospital  treatment  before.  And  witi 
right  away  before  his  job  and  his  free  operation  expire.  The    elderly  patients  who  could  live  six  months  more  by  bein 
result  is  thai  all  kinds  of  elei  tive  surgery  are  performed  at  these     dialyzed,  the  doctors  figured  it  was  a  good  deal.  Plus  there  wer 
times.  What's  more,  most  health  care  plans  run  at  least  30  days    new  products  entering  the  market.  And  the  govcrnmcn 
aftei  i  layoff,  a  perfect  time  to  check  into  a  hospital.                  couldn't  say  no.  Even  if  the  government  thinks,  'What  do  w 
But  what  about  the  specter  of  a  national  health  plan?  That    gain  in  six  months?' the  people  want  to  live  six  months  more.' 
probably  won't  be  much  trouble  and  may  even  help.  Says  one        As  long  as  life  and  death  are  hfe-and-death  matters,  monc 
analyst  with  a  major  brokerage  firm,  who  did  not  want  to  be    will  be  made  by  those  who  offer  the  means  to  extend  life  ■ 

Health  Care 

Yardsticks  of  Management  Performance 

Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

latest 
5  year      5  year  12 
average    rank  months 

debt/ 

equity 

ratio 

latest 

12           5  year    5  year 
months    rank  average 

net 

profit 

margin 

5-year      5  year 
average  rank 

5  year     5  year 
average  rank 

Ethical  Drugs 

SmithKlini'  Corp 

Merck 

Scherlng  Plough 
Eli  Lilly 

29.8%       1  40.0% 
26.2         2  25.7 
25.0         3  23.3 
21.6         4  23.4 

0.2 
0.1 
0.0 
0.0 

34.0%        1  24.5% 
21.7          3  22.8 
23.0           1  24.5 
22.2          4  20.9 

17.0% 
16.3 
16.2 
15.1 

16.4%  1 
12.9  7 
13.7  4 
13.9  3 

19.1%  1 

13.0  4 
15.8  2 

12.1  5 

Upjohn 

Pfizer 

Squibb 

A  H  RobinN 

19.8          5  22.6 
177          6  18.3 

15.8  7  14.0 

14.9  8  11.7 

0.3 
0.4 
04 

0.1 

16.5          5  15.1 
13.9          6  13.4 
10.8          8  12.0 
7.6          7  12.6 

9.9 
8.9 
7.0 
7.3 

15.9  2 
13.0  5 
10.5  8 
13.0  6 

14.1  3 
10.8  6 
8.7  7 
5.0  8 

Median* 

20.7  23.0 

0.2 

19.1  18.0 

12.5 

13.4 

12.6 

Proprietary  Drug* 

American  Home  Products 
Bristol  Myers 
Sterling  Drug 
Warner  Lambert 
Richardson  Mcrrcll 
Morton  Norwich 

31.9%       I  32.7% 
22.3         2  21.7 
16.2         3  16.7 

15.7  4  13.3 

14.8  5  16.6 
10.0          6  16.3 

0.0 
0.1 
0.1 
0.4 
0.2 
0.3 

32.1%        1  31.1% 
20.0          2  20.2 
14.9           3  15.0 
9.2          5  12.5 
LSI           4  13.4 
12  1           6  8.0 

11.6% 
8.4 

7.5 
5.1 
7.3 
6.4 

11.1%  4 
12.4  2 
10.4  5 
1  1.4  3 
13.2  1 
10.2  6 

1 2.3%  2 
14.0  1 
5.2  5 

6.7  4 

9.8  3 
0.5  6 

Median. 

16.0  16.7 

0.2 

15.0  14.2 

7.4 

11.3 

8.3 

Health  Care  Product*  A  Service* 

Abbott  Laboratories 
Humana 

Johnson  th.  Johnson 
Bausch  h  Lomb 
Hospital  Corp  ol  America 

21.2%        1  22.0% 
19.5          2  34.5 
19.0          3  19.9 
18.7          4  22.1 
18.4          5  19.3 

0.3 
2.3 
0.0 
0.3 
1.3 

17.5%        2  15.9% 
9.1           9  8.1 
19.4           1  18.4 
17.6          3  14.2 
9.0           8  86 

10.6% 
4.4 
8.5 
7.7 
6  1  • 

17.5%  5 
37.5  1 
16.8  7 
148  10 
29.0  2 

22.4%  5 

27.3  1 

14.7  8 

24.4  2 

23.8  3 

Baxter  Travcnol  Labs 
Becton,  Dickinson 
American  Hospital  Supply 

G  I)  Settle 

American  Medical  lull 

17.0         6  18.3 
14.7         7  14.6 
14.4          8         IS. 5 
14  1          9  19.3 
13.4         10  18.8 

0.3 
0.2 
0.3 
0.8 
11 

13.8          4  12.5 
13.2          6  12.1 

12.5  5  12.3 

13.6  7  10.8 
11.0         10  76 

9.8 
7.6 
5.4 
8.8 
5.6 

22.6  4 
15.1  9 
16.5  8 
17.4  6 
23.3  3 

22.9  4 
13.8  9 

15.5  7 
-0.6  10 

15.6  6 

Median* 

17.7  19.3 

0.3 

13.4  12.2 

7.7 

17.5 

19.0 

Industry  Median* 

18.1  19.3 

0.3 

14.4  13.4 

8.1 

14.4 

13.9 

All-Industry  Medians 

15.1  16.7 

0.4 

11.8  11.0 

5.3 

13.1 

13.1 

Note  Kxpl.ination  i>l  Yardstick  calculations  oil  page  SI 
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So  do  we. 

Quick  Start  is  Georgia's  free  labor  training  program. 
It's  flexible  and  custom  designed  to  accommodate  your 
company's  needs.  Potential  employees  are  recruited, 
tested  and  trained  with  pre-employment  and  on-the- 
job  instruction  in  the  skills  you  specify  And  training 
is  coordinated  with  your  plant  opening  schedule.  By 
assuring  you  of  a  well-trained  work  force,  Quick  Start 
can  save  both  time  and  money  Which  is  what  you'd 
expect  from  the  state  with  a  businesslike  environment 
-  Georgia.  For  more  information,  including  confiden- 
tial site  selection  assistance,  call  or  write:  W.  Milton 
Folds,  Commissioner,  Georgia  Department  of  Industry 
&  Itade,  404/656-3556,  P.O.  Box  1776,  Atlanta,  Georgia 
30301,  Dept.  FB-04.  GeOl^a 


Reynolds  Aluminum. 

#  The  scales 
are  tipped  in  our  favor. 


*^  r~% 
V-      '        h—  fc— 


I  hese  days,  the  lighter  you 
1  lean  make  a  truck,  the 


bigger  it  can  be.  Because 
it  can  haul  bigger  payloads 
while  staying  under  load  limits. 

And  it  can  improve  fuel  economy  dramatically. 

Mileage.  It's  why  so  many  heavy-duty  trucks  are 
getting  lighter  with  Reynolds  Aluminum. 

A  pound  of  aluminum  can  replace  three  pounds  of  steel.  And  it's  still 
tough  enough  to  go  the  distance.  Today  aluminum  is  reducing  the 
weight  of  some  cabs  by  one-sixth.  Trimming  trailers  even  more. 
Put  a  steel  truck  next  to  a  new  aluminum  one,  and  the  weight 
difference  can  equal  a  whole  other  truck.  It  means,  in 
fact,  that  in  the  working 
life  of  the  aluminum       ,  ^aak^< 
rig,  the  fuel  saved 
could  run  your  car 
for  four  years. 

Reynolds  Aluminum. 
When  we  take  a  load 
off  the  nation's  fleet, 
it  can  help  take  a 
load  off  your  mind. 

Conserving  our  resources 

and  energy. 
Aluminum  can  and  Reynolds  does? 


YThe  U.S.  chemical  industry  swept  all  before  it  in 
{international  markets  last  year.  The  victory  was  no 
\  fluke.  And  the  victors  are  gathering  the  spoils. 


Chemicals 


Chairman  Irving  Shapiro  of  E.I.  Du  Pont  contemplates, 
with  his  customary  amused  smile,  the  coming  "high 
technology  shoot-out  in  the  marketplace"  of  interna- 
tional chemicals  and  proclaims:  "We  are  competitive  in  the 
world."  He  refers  to  investments  in  the  U.S.  by  major  foreign 
producers — Germany's  Hoechst,  Bayer  and  BASF  and  Britain's 
Imperial  Chemical  Industries — and  to  the  remarkable  current 
success  of  the  U.S.  chemical  industry  abroad,  whether  served 
by  exports  or  by  foreign  plants  of  U.S.  companies. 

Like  all  the  other  companies  in  this  industry  group,  Du  Pont 
had  an  excellent  year  overseas  (foreign  sales  up  34%  in  the  first 
nine  months,  foreign  earnings  doubled  from  1978)  and  looks 
for  more  of  the  same  in  1980.  "It  will  take  a  couple  of  years 
before  the  Europeans  get  all  their  plants  operating  here,"  Sha- 
piro explains.  Meanwhile,  "We've  gone  abroad,  we've  built 
plants,  our  infrastructure  is  there  and  yielding  good  results." 

As  for  those  relentless  exporters,  the  Japanese,  U.S.  chemical 
people  note  a  retreat  from  the  arena  by  the  Japanese  chemical 
industry.  High  energy  costs  are  forcing  Japan  to  cut  back  on 


exports  of  basic  commodity  chemicals,  such  as  styrene,  poly- 
ethylene and  fiber  raw  materials.  Shapiro  notes  further  that  tbe 
chemical  industry  now  has  a  lower  priority  than  electronics 
(Forbes,  Nov.  26,  1979)  for  Japan's  government-directed  cap- 
ital. "Capital  availability  is  hampering  our  Japanese  competi- 
tors," he  says  with  the  amused  smile.  "I  wish  them  well." 

U.S.  chemical  exports  rose  36%  last  year,  to  $17  billion,  and 
since  imports  grew  less  rapidly,  the  trade  surplus  in  chemicals 
climbed  59%,  to  $9.8  billion,  from  a  $6.1  billion  surplus  in 
1978  that  was  itself  a  record.  This  basic  industry  became  one 
of  the  U.S.'  strongest  exporters,  boosting  chemical  company 
earnings  at  home  and  sending  European  producers  scurrying  to 
Common  Market  headquarters  in  Brussels  seeking  protection 
from  low-priced  U.S.  goods. 

The  Europeans  don't  object  to  the  weak  dollar,  an  important 
contributor  to  the  U.S.'  success.  Their  complaint  is  against 
Washington's  control  of  oil  prices  which,  the  Europeans  say, 
gives  American  producers  an  unfair  advantage  in  raw  material 
costs.  The  energy  advantage  is  magnified  by  the  fact  that  U.S. 


The  international  battle  lines  are  drawn 


Whatever  harsh  words  are  said  these  days  about  U.S.  indus- 
try's lacking  the  will  to  invest  and  to  win  markets  for 
exports,  they  don't  apply  to  the  chemical  industry.  In  the 
years  1974  to  1978  the  U.S.  chemical  industry  invested 
25%  more  of  its  cash  flow  than  it  did  in  the  years  1969  to 


1973.  The  capacity  is  now  in  place,  and  world  markets  are 
rising  to  absorb  it,  as  shown  by  the  36%  leap  in  chemical 
exports  in  1979.  Meanwhile  the  chemical  industries  of 
Europe  and  Japan  seem  at  bay,  having  held  back  on  invest- 
ment since  the  oil  price  rise  of  1973. 


$  billions 


Building  a  war  chest 


T 


$  billions 


Spending 


J  L 


Source:  company  reports,  S&JP's 
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The  balance  swinging  our  way 


'69      70      '71       72       '73       '74       '75      '76      '77  '78 

'  estimate 


\ 

Imports 

Source:  Dept.  of  Commerce 
I  I'll 
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The 
best  place 
for your 
business. 
And  your 
family. 
Boca  Raton. 

Boca  Raton,  Florida  has  long  been  noted 
as  one  of  the  finest  places  to  live  in  all  of 
America,  with  an  exceptional  quality  of 
life,  beautiful  residences  and  extraordi- 
nary community  and  cultural  facilities. 

Now  it  is  fast  emerging  as  the  new 
home  for  business  in  South  Florida. 
With  quality  companies  moving  to  this 
Palm  Beach  County  community  from 
all  over  the  country. 

The  reasons. 

An  excellent  labor  force,  good  trans- 
portation, abundant  energy'  and  a  good 
educational  system.  Plus  an  enlightened 
and  aggressive  financial  community. 
But,  most  of  all,  the  new  850-acre  Arvida 
Park  of  Commerce,  directly  adjacent  to 
1-95,  and  zoned  for  research,  develop- 
ment, light  industry  and  offices.  A  totally 
planned  business  center  in  a  park-like 
setting,  surrounding  the  limited- 
membership,  private  Broken  Sound 
Golf  Club. 

For  information,  call  Scott  Martens 
at  (305)  395-2000.  Or  send  us  the  coupon. 


F-5 

The  Arvida  Park  of  Commerce 


ARVIDA  REALTY  SALES,  INC  REALTOR 
P.O.  BOX  100.  BOCA  RATON.  FLORIDA  33432 


Name  

Title  

Company  

City/Stale  Zip 


Telephone 
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producers  use  natural  gas  liquids  for  an 
important  part  of  their  basic  feedstocks 
while  the  Europeans  and  Japanese  use 
naphtha,  a  petroleum  derivative  similar 
chemically  to  gasoline.  Naphtha's  price 
skyrocketed  in  world  markets  in  1979, 
so  a  U.S.  chemical  producer  was  paying 
$4  for  an  amount  of  feedstock  costing  his 
foreign  competitor  close  to  $9. 

If  those  were  the  only  trumps  the  U.S. 
chemical  industry  held,  Shapiro  and  the 
other  U.S.  chemical  men  would  hardly  be- 
as  confident  of  their  hand  as  they  are. 
There  is  more  to  it.  The  story  Forbes 
heard  repeatedly  is  that  U.S.  companies 
have  made  the  capital  investments  and 
the  commitment  to  exports.  Now,  as 
markets  in  developing  Asia  and  Latin 
America  demand  more  chemicals  for 
their  own  industrialization,  the  U.S.  has 
the  capacity  to  serve  them. 

Paul  F.  Oreffice,  president  and  CEO  of 
Dow  Chemical  Co.,  is  firm  in  his  convic- 
tion that  it  is  capital  spending,  not  naph- 
tha prices,  that  has  given  his  company 
its  biggest  advantage  over  foreigners 
(Forbes,  Nov.  26,  1979).  "Dow  has  been 
spending  over  $1  billion  a  year  for  the 
last  four  years,"  says  Oreffice.  "The  Ger- 
man companies,  which  are  much  larger 
than  we,  have  been  spending  only  about 
$800  million  a  year.  They  have  added 
very  little  capacity." 

Sure  enough,  capital  spending  as  a  per- 
centage of  cash  flow  has  gone  up  marked- 
ly for  all  the  companies  listed  here  since 
the  great  oil  price  rise  of  1973  (see  chart, 
p.  137).  This  is  just  the  period  in  which 
the  Europeans  and  Japanese — fearing 
that  petrochemical  plants  would  be  built 
in  the  Middle  East — have  held  back  on 
expansion.  Now,  with  demand  accelerat- 
ing in  the  major  developing  nations  and 
supply  and  demand  coming  into  balance 
for  many  chemicals,  the  Americans  have 
the  goods. 

This  firm  export  market  for  U.S.  pro- 
duction has  been  made  even  firmer  by 
the  absence  of  the  Japanese.  "The  Japa- 
nese are  using  their  oil  for  other  pur- 
poses," says  Richard  R.P.  Morrow,  who 
handles  investor  relations  for  Hercules 
Inc.  "And  it  has  opened  up  opportunities 
for  us."  Hercules  is  a  major  provider  of 
polypropylene,  the  basis  for  a  variety  of 
plastics.  The  company  just  put  new  ca- 
pacity on  stream  to  meet  demand.  Two 
years  ago,  anticipating  the  markets,  it 
set  up  a  worldwide  distribution  network; 
it  opened  plants  in  Taiwan  and  Belgium 
and  is  now  exporting  into  Brazil  and  the 
Philippines,  building  market  presence 
before  it  builds  plants  in  those  countries. 

It  is  this  kind  of  preparation  by  the 
U.S.  companies  that  puts  their  energy 
advantage  in  perspective.  Says  Ira  B. 
Wheeler,  vice  president-planning  of  Cel- 
anese  Corp.,  "The  dollar  is  the  crucial 
difference."  But  not  merely  the  dollar's 
cheapness  in  1979.  "It  isn't  as  if  we  dis- 
covered a  vein,"  says  Wheeler.  "We've 


had  a  commitment  to  exports  for  the  las 
eight  years,  ever  since  Nixon  devaluec 
the  dollar.  From  Aug.  18,  1971  some  par' 
of  our  plant  expansions  have  been  gearec 
to  export."  Celanese  is  a  major  produce) 
of  fibers.  Wheeler  notes  that  eight  year; 
ago  Japan  was  "fierce  in  fibers  markets.' 
But  now,  he  says,  "We  don't  run  ur 
against  them." 

Bruce  Ambler,  vice  president-interna- 
tional of  Allentown,  Pa. -based  Air  Prod- 
ucts &  Chemicals  Inc.,  says  his  company 
went  abroad  five  years  ago  with  emul- 
sion products — materials  that  make  ad- 
hesives  stick.  Now  sales  volume  allow- 
Air  Products  to  put  a  plant  overseas. 

Practically  all  chemical  products  o\ 
U.S.  manufacturers  are  benefiting  from 
growing  export  markets.  Deneb  Teleki, 
director  of  market  research  for  Interna- 
tional Minerals  &  Chemical  Corp.,  says 
demand  for  phosphate  fertilizer  products 


"It  will  take  a  couple  years 
before  Europeans  get  their 
plants  operating  here.  We've 
gone  abroad,  built  plants.  Our 
infrastructure  is  there  and 
yielding  good  results." 


is  growing  5%  a  year  worldwide  (2%  to 
3%  in  the  U.S.),  but  10%  to  15%  a  year 
in  the  developing  world.  IMC  will  spend 
$170  million  to  increase  its  capacity  for 
phosphate  fertilizer  by  50%,  making  it 
second  only  to  the  Russian  government 
in  production. 

Teleki  and  others  in  the  U.S.  industry 
cite  some  of  the  continuing  advantages 
the  U.S.  has  in  chemicals:  a  large  home 
market  allowing  plants  to  be  built  with 
economies  of  scale,  a  large  supply  of  the 
technical  manpower  and  relative  eco- 
nomic and  political  safety  for  the  big 
investments  needed  in  chemicals. 

The  confidence,  not  to  say  euphoria, 
among  U.S.  chemical  men  is  fairly  gener- 
al. Even  those  who  favor  a  cautious 
stance  are  firmly  optimistic.  Lawrence 
Skatoff,  general  manager  for  Asia  at 
Monsanto  Co.,  keeps  a  healthy  skepti- 
cism about  the  Japanese  backpedaling  in 
export  markets.  "It  may  simply  be  a  yen 
issue,"  says  Skatoff.  "It's  difficult  for 
them  to  be  competitive  when  the  yen  is 
strong.  Now,  with  the  yen  falling,  it 
looks  like  the  pendulum  may  swing  the 
other  way."  He  concedes  the  Japanese 
seem  to  have  let  their  market  share  slip 
in  some  commodity  chemicals,  declin- 
ing to  import  high-priced  oil  merely  to 
produce  low-margin  commodities.  But 
he  suspects  they'll  stay  in  competition  in 
the  higher-value  specialty  chemicals. 
Still,  says  Skatoff  of  both  Monsanto  and 
the  U.S.  chemical  industry,  "In  propri- 
etary products,  in  specialties  and  the 
commodities,  we'll  be  strong." 

FORBES,  JANUARY  7,  1980 


The  newXeroxTelecopier  485 
sends  nothing  in  no  time. 


The  average  business  letter  is  50%  nothing. 

But,   unlike  most  facsimile  equipment,   the  new  Xerox 
Telecopier  485  terminal  knows  the  difference  between  a 
line  of  nothing  and  a  line  of  something. 

So,   instead  of  wasting  your  time  and  money  scanning 
between  lines,   paragraphs,  or  even  big  spaces  like  this 


it  skips  them  automatically  -  the  way  your  eyes  just 
did  -  and  goes  on  to  the  next  line  of  type. 

The  end  result  is  still  an  accurate  facsimile  of  the 
original  document.     But  "skipping"  can  make  it  possible 
to  cut  transmission  time  down  to  under  a  minute.  And 
transmission  costs,  on  ordinary  telephone  lines,  by  up 
to  40%. 

Which  isn't  bad,   considering  the  TC  485  is  also  on 
good  speaking  terms  with  the  rest  of  the  Xerox  Telecopier 
family.     Even  the  ones  that  live  in  Europe. 

If  you're  interested  in  sending  documents  in  under 
a  minute,   take  a  minute  to  call  us  about  the  TC  4  85. 

After  all,  with  everything  costing  you  more  these 
days,   shouldn't  nothing  be  costing  you  less? 


XEROX 


/Outing 


i 


XEROX®.  TELEC(  H'li  RS  and  IMS  are  ir.ulc-m.irks  of  XEROX  CORPORATION 


It  is  this  strong  foreign  earnings  outlook  that  makes  the 
chemical  people  look  with  equanimity  on  the  anticipated 
softness  in  the  U.S.  market  this  year.  Even  so,  few  are  as 
confident  as Oreffice  of  Dow,  who  calls  the  years  I9KI  to  1985 
a  "golden  era"  for  his  company. 

Is  there  no  voiee  of  dissent  in  this  sun-filled  chorus?  Yes, 
there  is  one — security  analyst  Aris  P.  Christodoulou  of  Blyth 
Eastman  Dillon,  who  published  a  report  last  fall  entitled:  "The 
Export  Cushion  in  Recession — Is  It  Wishful  Thinking?"  Chris- 
todoulou notes  that  U.S.  chemical  makers  drove  all'  before 
them  in  export  markets  in  1974  and  1975,  the  years  immedi- 
ately following  the  oil  price  rise,  but  that  the  foreigners  recov- 
ered and  U.S.  export  earnings  went  down.  More  immediately, 
Christodoulou,  following  Blyth's  economists,  predicts  a  severe 
U.S.  recession  and  a  simultaneous  downturn  in  Europe  and 


forecasts  a  bad  year  ahead  for  the  chemical  industry. 

But  Christodoulou's  is  a  minority  view.  Most  analysts,  I 
Rotan  Mosle's  Harry  Flavin  and  First  Boston's  Anantha  I 
Raman,  believe  the  industry,  aided  by  exports,  should  r 
through  a  mild  recession.  Raman,  who  with  his  team  at  F! 
Boston  pubjishes  reference  manuals  on  the  industry,  thii 
the  basic  point  about  U.S.  chemicals  is  that  the  industry 
just  finished  a  period  of  high  capital  spending.  Over  the  n 
few  years,  he  believes,  most  capital  budgets  will  be  about  le 
(Du  Pont  is  an  exception),  and  that  is  the  time  when 
industry  reaps  the  earnings  rewards  of  the  new  capacity  an< 
at  the  same  time  most  competitive. 

To  sum  up,  Dow's  Paul  Oreffice  says  it  simply  and  wi 
"The  U.S.  chemical  industry  has  been  competitive.  It  will 
more  so  in  future."  ■ 
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Note:  Explanation  of  Yardstick  calculations  on  page  SI 
def  Deficit. 
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We're  going  after  new  markets. 


Centel  expands  its  scope  off  operations  with  new 
plans,  new  directions . . .  because  we  see 
the  opportunity  to  be  more  than  America's  fifth  latest 
telephone  company.  We  want  a  bigger  share  of  the 
huge  and  fast  growing  communications  business. 

We've  analyzed  the  marketplace  of  the  1980s.  And 
we've  developed  a  plan  of  action  that  focuses  on  the 
businesses  we  should  be  in  tomorrow. 

Centel  is  particularly  interested  in  businesses  involved 
in  communications-related  products  and  services, 
businesses  that  can  expand  and  profit  by  sharing  our  50 
years  of  know-how  in  telecommunications.  We've 
already  entered  a  number  of  promising  growth  areas 


with  the  potential  we're  looking  for.  Like  cable  television. 
And  business  communications  equipment  systems. 

The  Centel  record  is  strong,  steady  growth.  A  rate  of 
growth  that  has  helped  us  pay  increased  dividends 
for  the  past  15  years,  and  compound  earnings  at 
nearly  10%. 

The  best  proof  of  what  Centel  can  do  is  what  Centel 
has  already  done.  Read  about  us  in  our  annual  report. 
Write  to:  Central  Telephone  &  Utilities, 
O'Hare  Plaza, 
5725  East  River  Road, 

Chicago,  Illinois 60631.  iNl 

CENTRAL  TELEPHONE  &  UTILITIES 


Raytheon  gives  the  art  of  healing  a  new  look. 


Early  and  accurate  diagnosis... more  often  than 
not  it's  the  key  to  successful  medical  treatment. 
Today,  doctors  make  use  of  a  broad  array  of 
diagnostic  tools  and  techniques.  Often  the  most 
effective  "tools"  are  the  sensitive  fingers  and 
discerning  eyes  of  the  trained  physician.  At 
other  times,  only  sophisticated  electronic  equip- 
ment can  give  doctors  the  information  they  need. 

This  new  Raytheon  gamma  camera,  for 
example,  allows  doctors  to  examine  internal 
organs  in  great  detail,  reveals  characteristics 
that  are  not  available  through  X-rays  or  other 
means.  It  offers  a  clearer  image,  is  faster  to 
operate,  and  provides  greater  patient  comfort 


than  any  other  gamma  camera  now  available. 
Already  the  new  camera  is  in  use  at  such  major 
medical  centers  as  Baptist  Memorial  Hospital  in 
Memphis.  Northwestern  Memorial  Hospital 
in  Chicago,  and,  most  recently.  Boston's 
Lahey  Clinic. 

X-rays,  of  course,  have  long  been  a  main- 
stay of  medical  diagnosis.  Raytheon's  involve- 
ment in  X-ray  technology  goes  back  to  the  turn 
of  the  century.  Machlett  Laboratories,  a 
Raytheon  company,  was  one  of  the  pioneer 
manufacturers  of  X-ray  tubes  and  devices  and 
continues  today  as  a  leading  supplier.  Recently. 
Raytheon  expanded  its  capabilities  to  include 


complete  X-ray  systems  marketed  under  both  the 
lAmrad  and  Raytheon  Medical  Imaging  names. 
At  the  leading  edge  of  X-ray  technology, 
Raytheon  has  just  completed  design  and  con- 
struction of  a  highly  sophisticated  X-ray  scanner 
for  the  Mayo  Clinic.  Called  a  Dynamic  Spatial 
Reconstructor,  this  huge,  25-foot  X-ray  machine 
I  provides  three-dimensional  pictures  of  moving 
[|  organs.  It  will  be  used  to  conduct  advanced 
research  in  heart  disease. 

The  art  of  healing... as  old  as  civilization 
itself,  yet  as  changeable  as  tomorrow.  At 
Raytheon,  our  electronics  technology  is  helping 
it  change  for  the  better.  Medical  electronics  is  a 


part  of  our  large  and  diversified  electronics  busi- 
ness, one  of  five  basic  business  areas  at  Raytheon. 
The  others  are  major  appliances,  energy  ser- 
vices, heavy  construction  equipment,  and  educa- 
tional publishing.  For  copies  of  our  latest 
financial  reports,  please  write  Raytheon 
Company,  Public  Relations,  141  Spring  Street, 
Lexington,  Massachusetts  02173. 


Now,  the  world's 
simplest  engine 
is  one  of  the 
most  efficient 
and  reliable 


The  men  who  produce  our  gas 
and  oil  often  work  in  isolated 
locations.  Thev  demand  engines 
that  work  with  the  greatest 
possible  efficiency  and  the  least 
possible  maintenance. 

To  meet  that  demand 
ingersoll- Rand  has  engineered 
and  manufactured  the  world  s 
first  industrial  rotary  engine 
A  simple  engine  for  tough  jobs 

ingersoli-Rand  s  rotary  has 
only  two  major  moving  parts.  Its 
simplicity  makes  maintenance 
costs  much  lower  than  more 
complex  reciprocating  engines 
And  its  efficiency  lets  it  consume 


50%  less  fuel  than  comparable  the  ene 

turbine  engines  We  re 

The  power  module  can  be  widera 

replaced  in  just  24  hours  its  Our  cor 

excellent  reliability -proven  by  hauling 

a  record  of  98%  availability-  tools,  h 

makes  our  rotary  the  perfect  compre 

engine  for  driving  generators,  people 

pumps  and  compressors  in  any  be  don 

location  Write 

As  the  needs  of  the  oil  Dept.  2 

industry  grow,  so  do  we  Jersey  ( 

ingersoll  Rand  is  a  $2.3  billion  '  Report 

company  with  a  worldwide  You  II 

commitment  to  helping  people  needs  ( 

discover  pump,  refine  and  de-    -  kept  us 

liver  the  oil  and  gas  that  will  keep  108  yea 


the  energy  crisis  from  growing. 

We  re  also  deeply  involved  in  a 
wide  range  of  other  industries 
Our  continuous  coal  miners  and 
hauling  equipment  as  well  as  our 
tools,  hoists,  drills  and  gas  and  air 
compressors  are  all  helping 
people  do  the  jobs  that  have  to 
be  done 

Write  us  at  ingersoll- Rand, 
Dept.  251,  Woodcliff  Lake,  New 
Jersey  07675,  and  get  our  Annual 
Report  and  product  literature. 

You  II  see  how  meeting  the 
needs  of  growth  industries  has 
kept  us  growing  for  more  than 
108  years. 


X 


.... 


■  ^IR  lifaersoll-Rpnd, 

innovative  engineering  for  growth  markets 


be  health  hustle  and  parity  hose  are  working  a 
Vie  magic.  Surprise!  So  are  ordinary  groceries. 


Food  and  drink 


\FTER  YEARS  OF  AGGRESSIVE  ACQUISITION,  many  of  the  SO- 
called  "diversified  food  companies"  are  as  dependent 
upon  nonfood  items  for  their  earnings  as  they  are  on 
od.  Food  executives  are  beginning  to  sound  like  mutual  fund 
anagers  as  they  talk  about  their  "portfolios."  Listen  to  Gen- 
al  Foods  Corp.  Chairman  and  CEO  James  L.  Ferguson,  who 
is  firmed  up  the  performance  of  his  $5.5  billion  coffee  and 
ickaged-food  firm  in  the  past  two  years:  "We  sought  to 
velop  a  portfolio  [of  products]  that  would  balance  risks  and 
■>portunities."   GF  saw 


Gallic  snobbery  strikes  again!  First  it  was  denim  jeans  as  fash- 
ion. Now  Napa  Valley  wines  are  the  talk  of  le  tout  Paris. 

Burgess,  Clos  Du  Val,  Chateau  Montelena  and  Trefethen,  not 
exactly  household  names  in  the  U.S.,  where  per  capita  wine 
consumption  is  under  two  gallons  a  year,  are  now  being  snapped 
up  in  Paris,  selling  for  $17  a  bottle. 

Last  spring  C.  Gregory  Bissonette,  a  former  San  Francisco 
stockbroker,  now  president  and  owner  of  Chateau  Chevalier 
Winery  Inc.  in  St.  Helena,  Calif.,  organized  30  West  Coast 
vintners  into  Globcor  Vin  and  shipped  to  France  650  cases  of 
assorted  wines.  They  sold  out.  Globcor  will  ship  another  1,200 
cases  this  month. 

Globcor  will  not  turn  a  profit  this  year,  but  Bissonette  believes 
the  demand  is  there.  Then  why  haven't  Paul  Masson,  Christian 
Brothers  and  others  who  have  been  exporting  their  wines  for 
years  made  a  dent  in  the  market?  Bissonette  explains:  "They're 
not  the  kind  of  wines  Europeans  want."  The  world  is  awash  in 
vin  ordinaire,  he  says,  but  not  high-class  stuff  from  California. 


te    largest    increase  in 
argins  of  any  packaged- 
od  firm  last  year — from 
5%  to  4.7%,  mostly  be- 
liuse  coffee  commodity 
rices    stayed  relatively 
iw  while  prices  at  the  su- 
brmarket  rose. 
I  The  Quaker  Oats  Co., 
rhich  also  had  an  excel- 
•nt  growth  year,  sounds 
ist  like  General  Foods. 
A  company  like  Quaker 
as  a  balanced  portfolio," 
<plains  Frank  J.  Morgan, 
maker's  executive  vice 
iresident  for  grocery  prod- 
cts  in  the  U.S.  and  Can- 
ia.  He  means  the  com- 
any  is  as  dependent  upon 
onvenience    foods  like 
ozen  pizza  as  on  staples 
ke  hot  and  cold  cereals, 
nd  it  hasn't  gone  too  far 
l|field  in  diversifications 
Ike   chemicals — a  mere 
|%  of  earnings  last  year — 
r  restaurants. 
Thus,  it's  a  good  idea  to 
ike  a  look  at  where  the 
nod   firms  are  deriving 
Iheir   earnings,   and  see 
ow  economy-sensitive 
jheir  nonfood  industries 

till  be  in  the  coming  downturn.  Take  Borden  Inc.  Nearly  40% 
f  its  earnings  last  year  were  from  its  chemical  division.  But 
oth  return  on  equity  and  margins  were  down,  according  to  the 
Iorbes  Yardsticks,  largely  as  a  result  of  poor  performance  in  its 
Idhesive  chemicals.  Then  there's  General  Mills  Inc.  In  1978 
Ceneral  Mills'  return  on  equity  topped  the  Forbes  list  in  its 
iategory.  Not  so  in  1979,  its  furniture  and  travel  divisions 
Ihowed  an  earnings  decline,  and  its  recently  acquired  Ship  'n 
>hore  blouses  lost  some  $17  million  pretax.  Although  other 
diversifications  like  retailing  and  men's  apparel  did  well,  1980 


Coals  to  Newcastle? 


■'iHr-i  1 

tin:  i 

fe"  1 

is  not  likely  to  be  an  exciting  year  for  either.  So  General  Mills' 
margins  may  again  be  hit. 

Consolidated  Foods  Corp.  is  another  firm  that  might  make 
economy  watchers  wary.  This  past  year  its  margins  declined 
from  2.7%  to  2.3%.  Over  40%  of  its  earnings  came  from 
nonfood  products — Electrolux  Corp.  vacuum  cleaners,  Fuller 
Brush  Co.  brushes  and  Hanes  Corp.  stockings.  While  Hanes 
may  fare  well  as  long  as  women  keep  working,  vacuum  cleaner 
sales  will  probably  slip,  along  with  other  consumer  durables. 

Meanwhile,  Beatrice 
Foods  Co.  surely  earned 
an  award  for  being  in  the 
wrong  place  at  the  wrong 
time.  Subsidiaries  such  as 
Airstream  trailers  and 
Harman  Kardon  suffered 
during  a  year  in  which  an 
energy  crisis  hit  and  there 
was  less  disposable  in- 
come for  nonessentials 
like  hi-fi  components. 
Add  in  management  may- 
hem at  Beatrice,  and  you 
get  a  firm  that  usually 
places  high  on  the  Forbes 
list  declining  to  a  return 
on  equity  of  15.5%  from 
last  year's  17%.  Beatrice 
has  announced  it  will  sell 
Harman  and  wants  to  un- 
load Airstream;  an  expect- 
ed increase  in  the  orange 
crop  this  season  should 
boost  earnings  from  Trop- 
icana  Products  Inc. — a 
good  bet,  since  fruit  juices 
has  been  one  of  the  largest 
growth  areas  lately,  in  the 
wake  of  the  health-food 
craze. 

Another  example  of  the 
risks  in  nonfood  diversifi- 
cation is  Norton  Simon 
Inc.  NS'  return  on  equity 
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was  down  slightly  for  the  year,  and  it  continued  to  lose  money 
at  Max  Factor  &  Co.,  its  cosmetics  subsidiary. 

All  these  diversifications,  of  course,  were  supposed  to  in- 
crease food  company  margins.  Nowhere  was  this  more  of  a 
gamble  than  with  the  purchase  of  fast-food  chains.  Since  unit 
volume  in  the  food  business  has  been  stagnant  since  the  early 
Seventies,  food  companies  went  after  the  20% -plus  growth 
they  saw  in  fast  food.  But  the  gas  crisis  last  spring  curtailed 
much  pleasure  driving,  and  meat  prices  remained  on  a  high 
plateau.  So  the  fast-food  industry  faltered.  This  explains  the 


ORBES,  IANUARY  7,  1980 


145 


poor  showing  of  Ralston  Purina  Co.,  where  return  on  equity  fell 
to  13.2%  from  1978's  impressive  17.8%.  Its  Jack  in  the  Box 
chain  has  lost  ground  to  more  effective  competitors  like 
McDonald's  and  Burger  King.  That's  why  Ralston  Purina  is 
closing  232  restaurants  east  of  the  Mississippi.  Ralston  also 
flopped  with  its  Green  Thumb  floriculture  division,  which  sold 
houseplants  through  discount  stores.  It  was  sold  off  in  May 
1979.  And  Ralston  lost  market  share  to  Quaker  Oats  and 
General  Foods  in  the  profitable  pet-food  market. 

Other  food  companies  are  also  getting  shot  down  in  fast 
food.  Campbell  Soup  Co.  shed  its  Herfy's  Corp.  chain  two 
months  ago.  General  Foods  doesn't  look  for  much  from  its 
Burger  Chef  chain  this  year,  despite  its  commitment  to  turn  it 
around.  And  Quaker  Oats  President  Robert  D.  Smithburg 
announced  that  Quaker  will  cut  its  expansion  spending  on 
such  "theme  restaurants"  as  its  Magic  Pan  Creperie  ch?in. 

One  of  the  bright  spots  in  1979  was  "a  resumption  of  growth 
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in  unit  volume  of  packaged  grocery  products,"  says  ana] 
Robert  }.  Cummins  of  Wertheim.  That's  the  mature  busin 
which  st)  many  food  firms  found  so  boring  for  most  of 
Seventies.  The  largest  pickup  in  sales  has  been  in  such  area: 
peanut  butter,  cheese,  cereal  and  salad  products.  "Basic  pr 
ucts  like  oa-tmeal  and  pancake  mixes  have  been  doing  well 
the  past  few  months,"  comments  Frank  Morgan  of  Qual« 
because  of  less  discretionary  income.  But  Morgan  attribu 
choices  of  more  green  vegetables,  cheese  and  cereals  to  gei 
ine  and  faddish  interest  in  health. 

"People  are  getting  more  concerned  about  nutritious  foe 
whether  it  be  fibers  or  low  cholesterol,"  explains  Morgan.  ' 
consumers  become  more  educated,  they  are  more  aware  of 
In  schools  there  is  also  more  emphasis  on  nutrition.  Years  ; 
we  ate  margarine  instead  of  butter  because  it  was  cheap.  Toe 
even  grammar  school  children  look  for  margarine  becai 
they're  taught  it's  healthy." 
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average 
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Diversified  Foods 

Dean  Foods 

20.8% 

1 

in  £.0/ 
IXj.b/o 

0.5 

14.0% 

2 

15.2% 

1.9% 

12.9% 

8 

31.5% 

1 

Curtice-Bums 

20.2 

2 

19.3 

2.4 

7.7 

8 

13. 1 

1.7 

29.6 

1 

21.5 

2 

Lrv.  international 

18.9 

3 

20.2 

u.Z 

16.5 

1 

15.2 

D.V 

11.2 

16 

14.7 

8 

Universal  Foods 

18.3 

4 

14.1 

n  1 
U.o 

12.0 

6 

14.2 

o.U 

19.6 

2 

15.7 

5 

General  Foods 

18.1 

5 

20.4 

U.J. 

16.5 

4 

14.2 

A  7 

12.7 

9 

14.2 

9 

General  Mills 

17.8 

6 

17.0 

0.4 

13.1 

10 

12.9 

3.9 

16.2 

4 

15.6 

6 

Beatrice  Foods 

17.1 

7 

15.5 

0.4 

11.6 

5 

14.2 

3.5 

16.6 

3 

10.9 

15 

Ralston  Purina 

17.0 

8 

13.2 

0.4 

9.8 

12 

11.9 

2.8 

12.2 

12 

13.1 

10 

Federal  Co 

16.3 

9 

18.4 

0.1 

16.1 

3 

14.4 

3.1 

15.9 

5 

21.2 

3 

ruisDury 

16.2 

10 

17.1 

U.o 

10.5 

13 

1 1.1 

1  Q 

0.0 

15.8 

6 

14.9 

7 

Standard  Brands 

16.0 

11 

15.7 

0.4 

10.8 

14 

10.9 

3.3 

11.3 

15 

9.2 

17 

Kraft 

15.8 

12 

16.8 

0.2 

13.6 

9 

13.0 

3.3 

9.7 

19 

12.3 

12 

H  |  Heinz 

15.6 

13 

18.5 

*  * 

14.1 

11 

12.1 

4.9 

12.4 

10 

17.8 

4 

Campbell  Soup 

15.1 

14 

15.6 

0.0 

13.9 

7 

14.0 

5.8 

9.9 

18 

9.5 

16 

Norton  Simon 

14.5 

15 

14.4 

0.6 

9.3 

17 

9.8 

4.5 

10.3 

17 

9.1 

18 

Intl  Multifoods 

14.5 

16 

13.8 

0.4 

10.3 

15 

10.8 

2.5 

8.0 

22 

13.0 

11 

Castle  &  Cooke 

13.5 

17 

11.1 

0.7 

7.3 

19 

9.2 

2.9 

13.0 

7 

11.7 

14 

Borden 

12.7 

18 

12.2 

0.4 

9.4 

18 

9.7 

3.3 

8.8 

21 

11.9 

13 

Consolidated  Foods 

12.5 

19 

15.9 

0.5 

12.3 

16 

10.2 

2.3 

12.3 

11 

2.3 

20 

Ward  Foods 

11.4 

20 

20.6 

2.2 

10.6 

23 

3.7 

1.6 

-2.9 

24 

D-D 

23 

Di  Giorgio 

7.8 

21 

11.1 

0.9 

8.0 

21 

6.1 

1.0 

12.2 

13 

6.1 

19 

Fairmont  Foods 

7.6 

22 

7.1 

0.7 

6.1 

20 

6.3 

0.9 

6.7 

23 

-0.3 

21 

Kane-Miller 

6.3 

23 

1.0 

0.9 

2.9 

22 

5.7 

0.1 

11.3 

14 

-1.6 

22 

United  Brands 

2.7 

24 

4.7 

0.6 

4.2 

24 

3.1 

0.6 

9.1 

20 

D-P 

Median* 

15.7 

15.7 

0.4 

10.7 

11.5 

3.1 

12.2 

12.3 

Meatpackers 

Iowa  Beef  Processors 

22.2% 

1 

18.0% 

0.4 

14.3% 

1 

15.7% 

1.0% 

16.6% 

2 

26.8% 

1 

Idle  Wild  Foods 

19.1 

2 

19.5 

0.4 

14.5 

2 

15.6 

1.2 

10.3 

5 

19.6 

3 

Bluebird 

16.5 

3 

24.0 

0.6 

17.3 

5 

12.4 

1.9 

11.8 

3 

19.9 

2 

Oscar  Mayer 

15.4 

4 

17.0 

0.1 

14.2 

3 

12.7 

3.1 

9.8 

6 

9.8 

5 

George  A  Hormel 

14.1 

5 

18.3 

0.2 

16.1 

3 

12.7 

2.2 

8.6 

8 

11.1 

4 

Frederick  &  Herrud 

13.9 

6 

16.6 

0.7 

11.0 

6 

10.1 

0.7 

23.2 

1 

2.1 

9 

Greyhound 

12.3 

7 

15.8 

0.7 

10.3 

7 

8.8 

2.4 

6.1 

9 

3.1 

8 

Esmark 

12.1 

8 

12.2 

0.6 

7.5 

8 

8.8 

1.4 

9.1 

7 

9.0 

6 

Moniort  of  Colorado 

5.2 

9 

def 

0.4 

1.1 

9 

4.6 

0.0 

106 

4 

4.6 

7 

General  Host 

def 

10 

11.8 

3.0 

8.0 

10 

2.5 

0.9 

4.4 

10 

P-D 

10 

Rath  Packing 

def 

11 

def 

30.0 

def 

11 

def 

def 

2.5 

11 

P-D 

10 

Medians 

13.9 

16.6 

0.6 

11.0 

10.1 

1.2 

9.8 

9.0 
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YOU  MIGHTCHOOSE 
8000  SERIES  PANELS 
FOR  THEIR  WIRING 
OPTIONS  ALONE. 


I 

Panel  Power 
Connecto 
tributes  power 
between  panels 


w 

ver  V 
r  dis-  \ 


Optional  floor 
power-in  assembly. 


Base  provides 
raceway  for  telephone 
and  data  processing 
wiring  and  connectors. 

Panel  Power  assembly 
with  dual  20-amp  circuits 


 "  ! 


Concealed  dual  / 
vertical  raceways  / 
at  each  panel  end.  / 

Power  base  cover. ' 

Pass  through  cable— 
a  cost  saving  option 
allowing  for  future  panel 
electrification. 


Up  to  four  double 
receptacles  per  panel. 
Quick  plug-in  installation 


It's  a  thought  certainly  worth  considering.  For  here, 
within  a  highly  versatile  off  ice  system,  is  a  wide 
variety  of  cost  saving  wiring  options:  You  buy  only 
what  you  need  now— add  on  or  rearrange.as  later 
needs  for  power  and  communications  require.  This 
same  freedom  of  choice.is  apparent  throughout 
the  8000  Series  System  concept ...  a  concept  that 
offers  design  compatibility  with  free-standing 
furniture. . . and  also  offers  all  the  components 
needed  for  open  plan  offices. 

Call  Wayne  Wilkins  at  312-859-2600,  or  write  for 
our  new  8000  Series  Systems  Furniture  brochure. 


/ILL- STEEL 

ONE  OF  THE  UHU  COMPANIES 

Aurora,  Illinois  60507 
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Agricultural  Commodities 

ConAgra 

1  c  70/ 

0.5 

1  jC  lO/ 

1 0. 1  /o 

5 

14.1% 

3.0% 

8.5% 

10 

68.6% 

2 

Pioneer  Hi-Bred  Intl 

24.9 

2 

23.7 

0.2 

19.6 

1 

23.2 

12.0 

21.1 

2 

24.8 

6 

Savannah  Foods 

24.6 

3 

9.6 

0.5 

7.4 

2 

15.7 

1.6 

6.6 

12 

73.4 

1 

Kay 

21.3 

4 

26.8 

1 .0 

11.3 

7 

12.0 

0.9 

21.7 

1 

63.6 

3 

Archer  Daniels  Midland 

18.5 

5 

14.7 

0.4 

10.4 

3 

14.1 

2.8 

18.2 

5 

24.0 

7 

A  E  Staley  Mfg 

18.5 

6 

9.6 

0.4 

7.1 

6 

13.6 

1.6 

21.1 

3 

27.1 

5 

DEKALB  AgResearch 

17.6 

7 

15.4 

0.3 

1 1.2 

5 

13.8 

7.7 

20.7 

4 

16.4 

9 

Seaboard  Allied  Milling 

13.4 

8 

17.6 

0.3 

12.8 

11 

9.6 

2.2 

12.2 

8 

15.4 

11 

Dibrell  Brothers 

12.8 

9 

12.8 

0.2 

1 1.3 

9 

1  n  0 

1.2 

13.2 

7 

15.6 

10 

Peavey 

12.7 

10 

12.6 

0.4 

9.0 

10 

10.1 

2.7 

9.8 

9 

8.3 

12 

Anderson,  Clayton 

12.3 

11 

1 1.6 

0. 1 

10.9 

8 

1 1.0 

3.3 

7.4 

11 

16.9 

8 

Central  Soya 

1 1.8 

12 

13.4 

0.4 

9.9 

12 

9.1 

1.4 

14.2 

6 

3.5 

13 

Norin 

9.6 

13 

13.6 

0.8 

7.6 

13 

6.7t 

1.4 

4.4tt 

13 

27.9tt 

4 

Medians 

17.6 

13.6 

0.4 

10.9 

12.0 

2.2 

13.2 

24.0 

Other  Food  Specialists 

Kellogg 

28.5% 

1 

26.6% 

0.1 

22.1% 

1 

24.1% 

8.8% 

14.8% 

3 

16.5% 

2 

Flowers  Industries 

20. 1 

2 

1 7.9 

0.5 

11.9 

9 

12.1 

3.1 

22.2 

1 

16.7 

1 

Hershey  Foods 

18.6 

3 

18.4 

0.1 

1 5.8 

i 

15.6 

5.0 

11.4 

10 

16.4 

3 

Wm  Wrigley  Jr 

1(5.  J 

A 
** 

1 0.0 

0.0 

1 7  0 

2 

17.8 

7.6 

13.7 

6 

12.1 

7 

Nabisco 

18.1 

5 

18.2 

0.4 

12.2 

7 

12.2 

4.2 

10.6 

11 

10.7 

10 

Campbell  Taggart 

17.9 

6 

17.7 

0.3 

12.9 

6 

13.3 

3.2 

13.9 

5 

15.0 

4 

Carnation 

17.5 

7 

17.1 

0.2 

13.9 

5 

14.0 

4.9 

11.8 

9 

13.7 

6 

Gerber  Products 

15.9 

15.0 

0.1 

13.4 

4 

14.2 

5.3 

9.4 

14 

9.3 

11 

McCormick  &  Co 

15.7 

9 

14.7 

0.4 

11.5 

7 

12.2 

4.1 

16.1 

2 

14.6 

5 

Quaker  Oats 

14.9 

10 

17.8 

0.3 

12.6 

10 

10.6 

4.3 

13.9 

4 

11.2 

9 

Amstar 

14.0 

1 1 

8.7 

0.2 

6.8 

12 

9.5 

2.3 

9.8 

12 

7.9 

13 

Amer  Maize-Products 

12.8 

12 

8.9 

0.5 

7.1 

11 

9.9 

2.3 

12.9 

8 

11.7 

8 

American  Bakeries 

12.7 

13 

8.1 

0.7 

5.7 

13 

8.5 

0.8 

6.7 

15 

D-P 

Knudsen 

10.4 

14 

17.1 

1.4 

9.5 

14 

6.8 

1.7 

13.1 

7 

2.0 

14 

Stokely-Van  Camp 

8.5 

15 

10.8 

0.4 

8.1 

15 

6.7 

2.6 

9.5 

13 

8.2 

12 

DPF 

19.2 

2.8 

8.0 

*  * 

1.8 

Medians 

15.9 

17.4 

0.4 

12.1 

12.2 

3.7 

12.9 

11.9 

Drinks 

G  Heileman  Brewing 

25.8% 

1 

32.2% 

0.2 

25.1% 

* 

18.9% 

5.1% 

21.4% 

1 

22.3% 

1 

Coca-Cola 

24.0 

2 

23.7 

0.0 

22.5 

1 

22.7 

8.7 

13.5 

6 

11.8 

5 

PepsiCo 

21.1 

3 

22.0 

0.4 

16.0 

3 

15.1 

5.3 

18.7 

3 

15.8 

2 

Heublein 

17.1 

4 

16.4 

0.5 

12.0 

6 

12.0 

4.0 

12.8 

7 

11.9 

4 

Brown-Forman  Distillers 

14.5 

5 

19.1 

0.5 

14.4 

7 

1 1.3 

7.2 

10.2 

9 

11.8 

6 

Anheuser-Busch  Cos 

14.4 

6 

15.9 

0.5 

9.6 

10 

9.6 

4.5 

13.6 

5 

6.2 

8 

Royal  Crown  Cos 

14.2 

7 

6.8 

0.6 

5.9 

4 

13.6 

1.6 

14.9 

4 

2.5 

13 

Adolph  Coors 

14. 1 

8 

12.4 

0.0 

1 1.6 

5 

13.5 

10.2 

12.4 

8 

10.7 

7 

National  Distillers 

13.1 

9 

14.0 

0.4 

10.8 

8 

10.2 

6.3 

6.9 

12 

13.6 

3 

Hiram  Walker 

1  1  q 

1  A 
1U 

1  A  O 

14. V 

0.1 

O 

V 

9.9 

8.6- 

3.9 

15 

3.5 

11 

Liggett  Group 

10.3 

11 

15.3 

0.5 

11.3 

11 

8.3 

5.4 

4.6 

14 

3.3 

12 

Seagram 

9.0 

12 

9.9 

0.4 

7.7 

13 

7.3 

4.2 

6.4 

13 

5.7 

10 

Olympia  Brewing 

8.7 

13 

9.7 

0.3 

8.1 

12 

7.7 

1.9 

19.5 

2 

5.9 

9 

Pabst  Brewing 

7.9 

14 

4.0 

0.1 

3.5 

14 

7.2 

1.4 

10.1 

10 

-2.2 

14 

|os  Schlitz  Brewing 

6.4 

15 

def 

0.3 

def 

15 

4.9 

def 

8.4 

11 

-12.5 

15 

Medians 

14.1 

14.9 

0.4 

11.3 

10.2 

5.1 

12.4 

6.2 

Industry  Medians 

14.7 

15.6 

0.4 

11.2 

11.6 

2.9 

12.0 

11.9 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51.  t Four-year  average.  ttThree-year  growth. 

P-D  Prof  it  to  Deficit  D-D  Deficit  to  Deficit  D  P  Deficit  to  Profit;  not  ranked  def  Deficit  *  *Not  available;  not  ranked. 
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BANK  OF  BOSTON: 
TACKLING  TOUGH  ONES  IN  JAPAN. 


Japan  is  one  of  the  most  complex, 
most  competitive  markets  in  the 
world.  Early  on,  we  took  a  hard 
look  at  its  special  challenges  and 
came  up  with  answers. 

One  answer  was  to  establish  a 
full-service  branch  in  Tokyo.  Our 
objectives:  serve  the  nation's  basic 
industries,  help  with  their  inter- 
national operations,  and  assist 
multi-national  companies  in  doing 
business  with  Japan. 

Additionally,  we  tackled  two 
specific  problems.  1)  Japan's  need 
i  for  credit  management  services, 
including  factoring  and  accounts 
receivable  financing.  2)  Its  need 
for  stronger  leasing  facilities. 


Bank  of  Boston  had  already 
pioneered  internationally  in  both 
areas.  And  now  works  in  partner- 
ship with  two  of  Japan's  foremost 
financial  institutions.  With  Sanwa 
Bank  we  formed  Orient  Factors 
Ltd.  -the  nation's  first  and,  today, 
largest  specialized  factoring 
company-expanding  our  world- 
wide factoring  network.  And  with 
Industrial  Bank  of  Japan  we  set  up 
Pacific  Lease  Ltd. -soon  a  recog- 
nized leader  in  its  field. 

Solving  problems  in  tough, 
competitive  markets-that's  what 
Bank  of  Boston  is  all  about.  We 
draw  upon  the  expertise  of  more 
than  10,000  people  in  40  countries 


around  the  world.  We  have  over 
$2  billion  currently  committed  to 
overseas  lending.  And  in  the  U.S., 
our  world  headquarters  in  Boston 
and  full-service  facilities  (Bank 
of  Boston  International)  in  New 
York,  Los  Angeles,  and  Miami 
specialize  in  financing,  letters  of 
credit,  collections,  foreign 
exchange,  money  transfer,  and 
all  related  services. 

Where  in  the  world  can  we 
tackle  the  next  tough  project  for 
your  company? 

BANK  of 
BOSTON  ^ 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


JAPAN-  AiU  BUILDING  1-3  MARUNOUCHI  1-CHOME,  CHIYODA-KU,  TOKYO  100  AUSTRALIA:  FCA  BUILDING,  50  MARGARET  STREET,  SYDNEY,  2001;  BHP  HOUSE  140  WIL 
•JAM  STREET  MELBOURNE  3001  HONG  KONG:  CONNAUGHT  CENTRE,  CONNAUGHT  ROAD,  HONG  KONG  KOREA:  DONG  SUNG  BUILDING,  17-7,  4-KA  NAMDAEMUNRC 
CHUNG-KU.SEOUL  SINGAPORE:  OCEAN  BUILDING,  COLLYER  QUAY,  SINGAPORE  1 


MAPCO  IS 
COAL  BUT... 


Coal  is  only  a  part  of  the  MAPCO  picture. 
This  integrated  energy  company  also 
produces  and  markets  oil,  gas  and  gas 
liquids,  operates  LPG  and  anhydrous 
ammonia  pipelines,  and  produces 
and  sells  liquid  fertilizer  and 
sonic  instrumentation  devices. 
For  a  closer  look  at  MAPCO's 
diversification  and  profitable 
growth,  write  for  our  current 
report. 

Dept.  P,  1800  S.  Baltimore  Ave 
Tulsa.  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


November  20.1979 


A  wholly-owned  subsidiary  of 

Field  Enterprises,  Incorporated 

has  acquired 

Cabot,  Cabot  &  Forbes  Co. 

The  undersigned  initiated 
the  transaction  and  acted  as  real  estate  advisor 
to  Field  Enterprises,  Incorporated  and 
assisted  in  the  negotiations  leading 
to  the  consummation 
of  th  is  Ira  nsaction. 


LA  SALLE  PARTNERS 

Incorporated 

Corporate  Real  Estate  Services 


208  South  La  Salle  Street.  Chicago.  Illinois  60604 
Chicago.  Denver.  El  Paso.  Houston.  Washington.  D.C 


Analysts  like  William  M.  Knohler  ( 
Sanford  C.  Bernstein  think  that  to  I 
much  is  made  of  the  health-food  kicl 
("It's  really  much  more  talked  about  b 
the  intelligentsia.  The  average  Amer 
can,  if  he  wants  a  Dorito,  goes  out  an 
gets  a  Dorito. "|  But  statistics  show  thj 
health-food  sales  have  been  rising  som 
30%  a  year  since  1970,  though  from 
small  base.  That's  why  the  industry  i 
jumping  on  the  "health"  bandwagor 
Kraft  Inc.  is  pushing  diet  cheese,  CP« 
International  Inc.  offers  Diet  Mazol 
margarine,  Carnation  Co.  has  a  diet  ho 
chocolate  drink  and  Quaker  Oats  is  tes 
marketing  a  low-sugar  presweetened  ce 
real.  General  Mills  is  getting  into  indoc 
lettuce  growing.  Consolidated  Foods  1 
marketing  a  carbonated  beverage  as 
"natural  flavored  drink."  H.J.  Heinz  Cc 


Food  companies  are  gettint 
shot  down  in  fast  food.  Camp* 
bell  Soup  shed  its  Herfy  Corp^ 
chain  two  months  ago.  Genera. 
Foods  doesnt  look  for  much 
from  its  Burger  Chef.  AndQuak 
er  will  cut  its  expansion  spend 
ing  on  "theme  restaurants." 


is  now  betting  heavily  on  its  Weigh 
Watchers  acquisition. 

Diet  is  also  helping  to  promote  wint 
against  hard  liquor.  Wines  have  contin 
ued  their  uptrend  against  whiskey,  wiri 
domestic  brands  like  National  Distiller: 
&  Chemical  Corp.'s  Almaden  Vineyard; 
Inc.  and  The  Coca-Cola  Co.'s  Taylo: 
Wine  Co.  bringing  to  wine  advertising 
the  kind  of  media  spending  that  ona 
only  went  to  beer  and  soft  drinks. 

Paradoxically,  calorific  snack  foods 
had  a  great  year.  PepsiCo,  Inc.'s  Frito- 
Lay  products,  packed  with  carbohy- 
drates, showed  increased  unit  volume  01 
some  11%  in  the  U.S.  and  41%  overseas 
by  the  end  of  its  third  quarter.  "You 
don't  have  a  situation  overseas  of  people 
going  on  diets,  so  you  can  produce  biggei 
growth  rates  than  you  can  here,"  com- 
ments analyst  Knobler.  CPC,  which  sells 
60%  of  its  products  overseas— like 
Skippy  peanut  butter  and  Hellmann's 
mayonnaise — is  finding  big  new  markets 
in  Asia  and  Latin  America.  General 
Foods'  Ferguson  says,  "We  are  depending 
upon  international  [profits]  to  grow  fast- 
er than  the  firm's  income  as  a  whole." 
Says  E.F.  Hutton  food  analyst  Peter  J. 
Barry:  "These  countries  do  not  differ  so 
greatly  from  where  the  U.S.  was  a  de- 
cade, or  perhaps  a  generation,  ago.  There 
are  considerable  opportunities  for  U.S. 
companies  to  make  inroads." 

Despite  record  U.S.  crops,  food  prices 
will  keep  rising  as  long  as  packaging, 
advertising,  distribution  and  labor  costs 
keep  climbing.  ■ 
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YOU  CAN  STILL  HIRE  THE  KIND  OF 
PEOPLE  WHO  MADE  AMERICAGREAL 


It  took  courage,  perseverance  and  strong  backs  to 
build  this  great  land.  Qualities  that  some  say  went  out 
along  with  the  wagon  trains. 

But  people  of  this  caliber  still  live  in  NorthCarolina. 
And,  like  their  forefathers,  theyre  still  working  hard. 

Respect  for  the  work  ethic  keeps  unemployment 
below  the  national  average.  In  turn, the  unemployment 
insurance  tax  rates  are  among  the  nations  lowest. 

A  high  interest  level  keeps  workers  alert  on  the  job 
The  injury  rate  is  25%  below  the  national  average.  As  a 
result,workmens  compensation  insurance  rates  are  the 
lowest  in  the  entire  country. 

Besides  wanting  jobs,people  here  want  to  do  them 
better.  One  out  of  eight  adults  is  in  vocational  training. 

Furthermore,North  Carolina  has  some  of  the  most 
competitive  wage  rates  in  the  [~Y~souMke^^^^ 
country.  And  the  work  stoppage 
rate  here  is  one  of  the  lowest  on 
record  anywhere. 

To  find  out  more  about  the 
state  where  American  stick- to-it- 
iveness  still  exists,  simply  call 
919733-4151.  Or  send  the  coupon. 

Because  the  kind  of  people  whdve  made  America 
great  would  like  to  do  the  same  for  your  company. 


NAME  TITLE 


COMPANY' 


ADDRESS 


CITY  SJATE  ZIP 

NORTH  CAROLINA 

NorthCarolina  Department  of  Commerce 
Industrial  Development  Dinsion.Suite  N°  1703 
430  hl.Salmbury  Street  Raleigh.NC276I  / 


Recession  prospects:  electrical  utilities  (poor);  natu- 
ral gas  (excellent);  telephones  (mildly  down). 


Utilities 


Roughly  foub  out  OF  every  ten  electric  utility  compa- 
nies were  failing  to  show  significant  earnings  gains  as 
1979  ended.  Three  Mile  Island,  record  interest  rates  and 
soaring  construction  and  operating  costs  outstripped  the  utili- 
ties' ability  to  increase  rates.  The  natural  gas  distributors,  in 
contrast,  are  blossoming  as  supplies  and  price  policies  produce 
rising  earnings.  Phone  companies  confront  slower  growth  now 
but  sterling  prospects  in  the  decade  ahead. 

The  nuclear  incident  at  the  Three  Mile  Island  facility  has 
already  devastated  General  Public  Utilities — parent  of  Metro- 
politan Edison.  GPU  was  forced  to  slash  its  common  dividend 
and  regulators  have  ordered  the  company  to  show  why  Metro- 
politan Edison  should  keep  its  franchise.  The  entire  nuclear 
power  industry  is  suffering.  In  October  of  last  year  the  Nuclear 
Regulatory  Commission  called  current  safety  procedures  un- 
safe. The  NRC  also  froze  permits  for  new  reactors.  Worse  yet, 
NRC  said  that  some  of  the  71  operating  reactors  should  be  shut 
down  because  they're  too  close  to  major  population  centers. 

What  Three  Mile  Island  did  to  nuclear  power,  OPEC  and 
accelerating  inflation  did  to  the  entire  utility  industry.  Oil 
prices  continue  to  ratchet  up  with  monotonous  regularity — 
about  65%  last  year  alone.  That,  plus  higher  coal  and  gas 
prices,  inflated  construction  costs  and  extraordinarily  high 
interest  rates  (Louisiana  Power  &  Light  paid  13'/2%  for  30-year 
money)  meant  rapidly  escalating  costs. 


As  Ed  Gaylor,  utility  analyst  at  Donaldson,  Lufkin  &  fen 
rette,  puts  it,  "What  choice  do  many  of  them  have?  Utilitie: 
had  traditionally  borrowed  short.  Now  with  the  prime  rati 
approaching  16%,  that  route  isn't  a  steal  anymore — especially 
if  a  utility  is  usually  only  allowed  a  13%  return  on  equity,  anc 
earns  maybe  1 1.5%.  It's  scary  when  you  think  about  it." 

Common  stock  financing?  With  so  many  utility  stock: 
selling  well  below  book  value  today,  it's  almost  suicidal.  Elec 
trie  companies'  common  stock  financing  was  often  at  dis 
counts  from  book  of  20%  to  30% .  Yet  rate  commissions  ofter 
fail  to  grant  timely  and  adequate  relief.  As  long  as  such  condi 
tions  prevail,  the  common  stockholders  of  many  utilities  wil 
have  their  property  badly  diluted. 

But  growth  is  slowing  markedly.  That  means  less  pressure  t( 
raise  new  capital.  Usage  growth  began  slowing  in  1975  anc 
1976,  and  slowed  further  in  1978  and  1979  from  over  5%  t(J 
about  3Vi%  by  the  end  of  1979.  The  forecast  for  1980  is  foi 
only  a  2V2%  or  so  increase  in  kwh  sales.  "High  interest  rates 
and  lower  load  demands,"  claims  American  Electric  Power's 
Chairman  Willis  (Pete)  S.  White  Jr.,  "will  keep  our  capital 
expenditure  programs  well  within  the  earlier  $1.9  billion  esti 
mates  for  1979-80." 

AEP's  situation  is  fairly  typical.  Cutbacks  will  give  the 
utilities  some  short-term  breathing  room,  since  current  capac- 
ity is  more  than  20%  greater  than  peak  demand.  Nonetheless, 


Power  to  the  people? 


In  May  the  180,000  citizens  of  Fort  Wayne,  Ind.  will  decide 
whether  to  take  over  the  estimated  $70  million  (assets) 
electric  power  facilities  now  owned  by  Indiana  &  Michigan 
Electric  Co.  and  form  a  municipal  power  distribution  sys- 
tem. Florida  Power  &  Light,  too,  may  soon  have  to  defend 
its  turf:  Its  30-year  franchise  in  Miami  Beach  expires  in 
December  1981  and  a  referendum  must  be  held  on  whether 
the  city  should  extend  the  franchise  or  take  it  over. 

In  the  past  year  public  power  advocates  have  raised  the 
same  issue  in  cities  like  New  York,  Buffalo,  Detroit,  Minne- 
apolis, El  Paso,  San  Francisco  and  Hartford.  Among  other 
things,  without  a  46%  corporate  income  tax  or  sharehold- 
ers' dividends,  they  argue,  utility  bills  could  be  cut  35%  or 
more.  At  the  general  taxpayer's  expense,  of  course. 

But  last  election  day,  Westchester  County,  N.Y.  voters 
turned  down  a  proposal  to  take  over  Consolidated  Edison's 
$2  billion  facilities  there.  Wall  Street  analysts  saw  the  vote 
as  a  mortal  wound  to  public  takeover  efforts.  Explains  one, 
"The  economics  for  that  kind  of  thing  are  wrong  now." 

Though  a  city  must  buy  a  system  for  its  current  value,  it 
can  finance  the  takeover  through  municipal  bonds  at  7%  to 
9%.  But  it  loses  property  taxes  and  must  raise  capital 
improvement  funds.  Also,  it  risks  protracted  litigation.  For 
example,  little  Massena,  N.Y.  has  spent  over  $1  million 


fighting  Niagara  Mohawk  Power  over  transmission  rights 
since  voters  opted  for  a  municipal  system  in  May  1974. 

There  are  now  2,224  publicly  owned  electric  utilities  in 
48  states.  Communities  served  by  them  save  an  average 
26%  per  kilowatt-hour  compared  with  those  served  by 
investor-owned  companies.  That  discourages  conservation 
(public  power  customers  use  22%  more  power,  too).  But 
most  public  systems  were  not  acquired  through  condemna- 
tion; they  were  publicly  owned  from  their  beginnings. 

Since  1960  far  more  public  electricity  agencies  have  gone 
out  of  business  than  have  been  taken  over.  Some  have  gone 
into  joint  ventures  with  investor-owned  cdmpanies  or  with 
co-ops.  Says  Con  Ed  Senior  Vice  President  Joyce  Hergenhan, 
"The  local  governments  refuse  to  bite  the  bullet  to  make 
repairs.  They  don't  want  to  raise  rates  or  taxes." 

Perhaps  that  is  why,  when  asked  if  public  ownership  in 
San  Francisco  is  feasible,  Pacific  Gas  &  Electric's  Stanley  T. 
Skinner,  executive  vice  president  of  finance,  laughs:  "That 
issue  has  surfaced  nine  times  since  1927,  most  recently,  late 
in  1979,  and  each  time  it's  been  defeated." 

Maybe  voters  are  not  so  gullible.  Voters  can  see  what 
public  ownership  has  done  to  New  York  City  garbage  collec- 
tion and  Conrail.  Corporate  "greed"  may  look  better  than 
bureaucratic  bumbling  and  featherbedding. 
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©Eastman  Kodak  Company,  1979 


Does  making  a  copy  mean  waiting  and 
waiting  in  line?  Chances  are  you  just  don't  have  the 
right  copiers  in  the  right  places.  Now  there  is  a  wider- 
than-ever  range  of  Kodak  copiers,  each  designed  to 
end  lines  in  a  particular  kind  of  high-volume  job- 
stream.  Including  your  own.  Kodak  representatives 
are  equipped  to  prepare  a  personalized,  impartial, 
computer-assisted  analysis  of  your  copier  needs,  with- 
out obligation. 

Our  quality  is  called  the  best  in  the  busi- 
ness. Our  service  is  good  and  dependable.  You  prob- 
ably can't  get  a  better  deal.  We'd  like  to  demonstrate 
for  you. 

Write:  Eastman  kodak  Company, 
CD0304,  Rochester,  NY  14650. 

Kodak  copiers.  They  can  shorten  your  lines. 


1880 


1980 


100-year  §tart  on  tomorrow^ 


Kodak  Ektaprint  150F  copier-duplicator 


Utilities — Electric-Telephone 


Yardsticks  of  Management  Performance 


- 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt 

latest 

net 

5-year 

5  year 

12 

equity 

12 

5-year 

5- year 

profit 

5-year 

5  year 

5 -year 

5  year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Northeast 

Long  Island  Lighting 

13.4% 

1 

12.8% 

0.8 

7.4% 

1 

7.2% 

15.9% 

14.9% 

2 

3.6% 

7 

New  England  Gas  &  Elec 

13.2 

2 

14.6 

0.8 

7.2 

3 

6.6 

6.6 

14.1 

6 

6.3 

2 

■  t.  II II  i  IIVVU  CV  L ifa  1 1 1 

1 2  7 

3 

13.4 

0.8 

7.2 

2 

6  8 

21.0 

15.3 

1 

4.3 

4 

New  England  Electric 

12.2 

4 

14.3 

1.0 

6.7 

9 

6.2 

8.9 

12.5 

12 

5.3 

3 

N  Y  State  Electric  &  Gas 

1  1.7 

5 

12.8 

1.0 

7.1 

4 

6.6 

14.3 

13.9 

7 

3.7 

6 

Consolidated  Edison 

116 

6 

10.5 

0.8 

6.1 

8 

6  i 

97 

12.8 

11 

12.4 

1 

\J  1    ]  i  '   1  -   1     W  i  i  1 1   t  Ul  1/    I'll  XA.'  i  ■  T 

1 1.2 

7 

12.0 

0.9 

6.6 

6 

6.3 

10.9 

13.1 

10 

3.4 

8 

Public  Service  Electric  &  Gas 

1 1.2 

8 

1 1.7 

0.8 

6.2 

10 

6.1 

10.2 

14.5 

5 

2.2 

9 

Delmarva  Power  &  Light 

10.9 

9 

1 1.7 

1.0 

6.7 

5 

6.3 

12.4 

14.8 

3 

-0.5 

12 

Rochester  Gas  &  Electric- 

10.9 

10 

10.3 

0.9 

6.0 

7 

6.3 

10.8 

11.2 

13 

4.2 

5 

Northeast  Utilities 

10.5 

11 

10.3 

1.2 

5.6 

11 

5.8 

9.7 

10.2 

14 

-0.1 

1 1 

General  Public  Utilities 

10.1 

12 

8.5 

1.0 

5.3 

11 

5.8 

8.1 

14.7 

4 

0.5 

10 

Philadelphia  Electric 

9.7 

13 

10.0 

1.0 

5.6 

13 

5.6 

13.2 

13.4 

9 

-0.8 

13 

Boston  Edison 

8.7 

14 

111 

1.1 

5.4 

14 

5.1 

8.6 

13.8 

8 

-2.8 

14 

Medians 

11.2 

11.7 

1.0 

6.4 

6.3 

10.5 

13.9 

3.5 

Midwest 

Public  Service  Indiana 

14.9% 

1 

16.2% 

0.8 

7.4% 

1 

7.3% 

19.0% 

1 6.4% 

11 

7.4% 

1 

Indianapolis  P  &  L 

13.8 

2 

16.4 

0.9 

7.5 

9 

6.6 

15.4 

15.4 

15 

3.8 

7 

Wisconsin  Public  Svc 

13.4 

3 

14.3 

0  6 

7.5 

2 

7.2 

9.6 

17.4 

7 

7.2 

2 

Cleveland  Electric  Ilium 

1 2  0 

0.9 

6  7 

7  J 

14.0 

15.1 

18 

2.3 

11 

Northern  States  Power 

13.2 

5 

13.7 

0.7 

6.7 

13 

6.3 

11.9 

14.5 

21 

4.2 

5 

Toledo  Edison 

12.8 

6 

117 

1.0 

6.7 

10 

6  6 

16.6 

18.6 

2 

0.7 

17 

Illinois  Power 

12.7 

7 

12.1 

0.9 

6.1 

1 1 

6.4 

12.0 

15.6 

14 

M 

15 

k   it-,  i.  PiiiLi>r         1  iiikl 

i\«iiiSiJS  rower  ot  i  ■  —  i ■  x 

12.7 

8 

12  1 

0  8 

6.2 

4 

6.7 

10.7 

18.3 

4 

3.4 

9 

Cincinnati  Gas  &  Electric- 

1 2  6 

9 

13  5 

0.9 

7  0 

D 

6  6 

10.9 

14.9 

20 

1.8 

14 

Central  III  Public  Svc 

12.5 

10 

14  1 

1.0 

7.2 

14 

6.3 

12.3 

17.6 

6 

1.0 

16 

Wisconsin  Power  &  Light 

12.2 

11 

13.2 

0.7 

6.6 

7 

6.6 

9.7 

17.1 

9 

4.1 

6 

Consumers  Power 

12.0 

12 

12.7 

0.9 

6.1 

19 

5.9 

11.0 

16.2 

13 

5.9 

4 

(    III U 11  i  lit  1 1  1 V 

1  1  o 

1  1.7 

1  1 

1  1  .u 

1.0 

o.u 

1  o 

6  3 

12.6 

15.0 

19 

2.9 

10 

Wisconsin  Electric  Power 

11.8 

14 

12.4 

0.7 

6.6 

6 

6.7 

10.1 

13.0 

24 

6.3 

3 

Allegheny  Power 

1 1.7 

15 

1 1.2 

1.0 

5.7 

17 

6.2 

8.3 

17.2 

8 

1.9 

12 

Columbus  &  So  Ohio 

1  1.7 

16 

10.1 

1.0 

6.3 

5 

6.7 

13.9 

18.0 

5 

3.8 

8 

American  Electric  Power 

11.5 

17 

10.6 

1  2 

6.0 

15 

6.3 

9. 1 

18.5 

3 

-0.3 

20 

Ohio  Edison 

11.1 

18 

9.6 

1.0 

5.9 

18 

6.0 

12.0 

16.3 

12 

-1.3 

22 

Dayton  Power  &  Light 

10.8 

19 

10.8 

0.9 

6.5 

12 

6.4 

10.4 

15.2 

17 

-1.0 

21 

Commonwealth  Edison 

10.6 

20 

10.0 

0.9 

5.5 

20 

5.7 

12.3 

13.5 

23 

0.4 

18 

Kansas  City  Power  &  Light 

10.5 

21 

10.2 

0.9 

5.2 

22 

5.5 

12.8 

14  2 

22 

1.9 

13 

Duquesne  Light 

10.0 

22 

8.6 

0.9 

5.3 

21 

5.6 

11.8 

16.7 

10 

-4.2 

24 

Central  Illinois  Light 

9.9 

23 

12.8 

0.8 

6.0 

23 

5.3 

9.1 

19.4 

1 

-3.8 

23 

Detroit  Edison 

9.4 

24 

10.5 

0.9 

4.6 

24 

5.0 

7.9 

15.4 

16 

-0.3 

19 

Medians 

12.0 

12.1 

0.9 

6.3 

6.4 

11.9 

16.3 

1.9 

Southeast 

Tampa  Electric 

14.0% 

1 

12.8% 

0.8 

6.2% 

3 

6.3% 

8.9% 

21.4% 

2 

7.8% 

1 

Florida  Power 

13.1 

2 

10.8 

0.8 

5.7 

9 

6.0 

8.5  ' 

22.3 

1 

5.8 

4 

Florida  Power  &  Light 

12.6 

3 

12.5 

0.9 

6.3 

2 

6.4 

10.7 

18.5 

7 

6.9 

2 

South  Carolina  Elec  &  Gas 

12.2 

4 

10.1 

1.0 

5.6 

f 

6.2 

10.6 

17.2 

10 

2.8 

6 

Middle  South  Utilities 

12.1 

5 

12.8 

1.3 

6.4 

10 

5.9 

11.5 

17.7 

8 

2.0 

7 

Carolina  Power  &  Light 

12.0 

6 

12.3 

0.8 

6.4 

6 

6.2 

16.6 

20.1 

4 

4.6 

5 

Duke  Power 

11.8 

7 

13.4 

0.9 

7.0 

5 

6.3 

18.2 

17.3 

9 

6.2 

3 

Baltimore  Gas  &  Electric 

11.4 

8 

12.1 

1.0 

6.8 

1 

6.5 

12.7 

13.5 

12 

1.9 

8 

Louisville  Gas  &  Electric 

1 1.0 

9 

9.4 

0.9 

5.3 

8 

6.1 

8.5 

13.1 

13 

0.7 

11 

Potomac  Electric  Power 

10.4 

10 

10.4 

1.1 

6.2 

4 

6.3 

11.1 

15.9 

11 

1.6 

9 

Southern  Company 

10.4 

10 

8.0 

1.1 

4.7 

13 

5.1 

6.5 

19.7 

5 

-0.7 

13 

Kentucky  Utilities 

10.3 

12 

11.5 

0.9 

6.1 

12 

5.6 

9.7 

18.6 

6 

0.9 

10 

Virginia  Electric  &  Power 

10.1 

13 

9.0 

1.0 

5.6 

11 

5.9 

12.6 

20.5 

3 

-0.5 

12 

Medians 

11.8 

11.5 

0.9 

6.2 

6.2 

10.7 

18.5 

2.0 
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You  never  hear  a 
Delia  professional  say, 

"That's  not  my  job!' 


Left  to  right,  top  row:  Flight  Attendant  Susan  Simmons,  Lead  Customer  Services  Agent  Ron  Szakara,  Reservations 
Sales  Agent  Barbara  Hastings.  Bottom  row:  Captain  Frank  Moynahan,  Mechanic  George  Sherrer,  Ticket  Sales 
Agent  Dot  Turnipseed. 


You'll  find  a  Delta  Marketing  Representative  know  their  jobs  and  love  their  work.  And  Delta 

handling  calls  for  reservations  when  the  lines  has  more  than  34,000  of  them, 
get  hot.  And  a  Line  Mechanic  lending  a  hand  Next  trip,  go  with  the  Delta  professionals 

with  the  baggage  to  get  a  flight  out  on  time.  and  have  a  great  flight.  £«DELZTVV 


And  a  Passenger  Service  Agent  rushing  a 
wheelchair  to  the  gate  when  all  the  Skycaps 
are  busy. 

Delta  is  people  helping  other  people  help 
you.  It's  a  family  feeling.  It's  a  spirit  of  service 
that  just  won't  quit.  It's  men  and  women  who 


Delta  is  ready  when  you  are 


Utilities — Electric -Telephone 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debf 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5 -year 

5-year 

profit 

5-year 

5 -year 

5 -year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Southwest 

Southwestern  Public  Service 

in  TO/ 
1  v.Z  /o 

i 

1  £  lot 

Id.  i  to 

1.0 

7  lot 

1 .0  to 

i 
i 

o.Z  to 

11.8% 

21.5% 

2 

8.3% 

1 

Central  &  South  West 

14.1 

2 

14.4 

0.8 

6.8 

4 

7.1 

10.8 

19.7 

4 

4.5 

4 

Houston  Industries 

14.0 

3 

14.7 

1.0 

7.1 

3 

7.4 

9.2 

24.7 

1 

7.2 

2 

Arizona  Public  Service 

13.4 

4 

12.2 

0.9 

7.2 

2 

7.5 

17.4 

19.8 

3 

5.4 

3 

Texas  Utilities 

12.9 

5 

12.4 

0.9 

6.7 

5 

7.1 

12.5 

18.5 

6 

4.2 

5 

Oklahoma  Gas  &  Electric 

11.5 

6 

7.5 

0.9 

4.5 

6 

6.1 

8.5 

19.3 

5 

-0.3 

7 

Gulf  States  Utilities 

I  1  .o 

7 

1U.O 

1.0 

c  c 

J.O 

7 

J.O 

9.4 

17.6 

7 

0.7 

6 

Medians 

1*3.4 

1  O  A 

0.9 

o  .© 

/  .  1 

10.8 

19.7 

4.5 

West 

Pacific  Power  &  Light 

12.2% 

I 

11.6% 

1.1 

6.4% 

5 

6.5% 

14.6% 

19.9% 

3 

3.3% 

2 

Southern  Calif  Edison 

11.7 

2 

14.0 

0.9 

7.6 

3 

6.7 

13.8 

15.6 

7 

5.2 

1 

Utah  Power  &  Light 

11.4 

3 

10.9 

0.9 

6.6 

1 

6.8 

15.6 

23.3 

1 

2.1 

3 

l  dLlllL  \JoS  Ot  1.  1  L  t  1 1  I  L 

11.0 

4 

12.8 

0.8 

7.7 

4 

6.6 

1 1.8 

18.0 

5 

1.3 

4 

San  Diego  Gas  &  Electric 

10.8 

5 

9.4 

0.9 

6.3 

2 

6.7 

9.0 

20.5 

2 

-0.7 

5 

Public  Service  Colorado 

10.2 

6 

8.0 

1.0 

5.1 

7 

5.6 

6.4 

18.0 

4 

-1.4 

6 

Portland  General  Electric 

9.6 

7 

7.8 

1.2 

5.4 

6 

6.1 

16.7 

17.4 

6 

-2.6 

7 

Medians 

11.0 

10.9 

0.9 

6.4 

6.6 

13.8 

18.0 

1.3 

Telecommunications 

United  Telecommunications 

17.7% 

1 

18.8% 

1.0 

8.1% 

1 

7.5% 

10.9% 

13.2% 

2 

9.3% 

2 

Central  Tel  &  Utilities 

17.0 

2 

17.8 

0.9 

7.3 

2 

7.4 

11.0 

14.1 

1 

9.8 

1 

General  Tel  &  Electronics 

15.0 

3 

15.0 

0.9 

7.2 

3 

7.1 

6.6 

11.6 

3 

9.1 

3 

Continental  Telephone 

13.1 

4 

14.9 

1.1 

6.9 

5 

6.2 

10.3 

9.8 

6 

3.0 

6 

American  Tel  &  Tel 

12.2 

5 

13.2 

0.7 

7.3 

4 

6.9 

12.6 

11.5 

4 

8.4 

4 

So  New  England  Tel 

10.9 

6 

11.8 

0.7 

6.3 

6 

6.2 

10.3 

10.4 

5 

5.4 

5 

Western  Union 

4.6 

7 

def 

0.9 

2.3 

7 

4.4 

0.4 

7.6 

7 

0.9 

7 

Medians 

13.1 

14.9 

0.9 

7.2 

6.9 

10.3 

11.5 

8.4 

Industry  Medians 

11.8 

12.0 

0.9 

6.4 

6.3 

10.9 

16.1 

2.9 

All- Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  SI 
def  Deficit. 


says  analyst  Gaylor,  "You'll  never  get  a  utility  to  own  up  to  the 
main  reason  they  stretch  out  a  project — that  they've  got  a 
financing  problem.  They  all  would  rather  talk  about  a  revision 
in  the  load  forecast.  If  they  had  their  druthers  they  would 
complete  the  projects  sooner  regardless  of  the  short-term  drop 
in  demand."  They  know  full  well  that  construction  delays  only 
lead  to  higher  costs  in  the  future. 

Take  Chicago's  Commonwealth  Edison.  Refused  significant 
rate  increases  by  the  local  pols,  its  return  on  investment  fell  to 
10%  and  its  bond  rating  on  some  issues  was  dropped  from  A  to 
a  speculative  Baa.  So  Commonwealth  withdrew  from  the  bond 
market  and  delayed  some  construction.  The  inevitable  result: 
higher  costs  in  the  future. 

One  way  out  of  the  financing  bind  is  through  joint  venture 
programs.  A  few  are  already  operating.  Georgia  Power  and 
Florida  Power  &  Light  are  negotiating  for  GP  to  sell  part  of  a 
nuclear  facility  to  FP&L.  Says  Gaylor,  "Georgia  Power  just 
couldn't  finance  the  program  itself."  Virginia  E&P  is  also 
considering  the  sale  of  part  of  a  new  power  facility  to  other  big 
users.  Duke  Power  has  already  sold  part  of  its  nuclear  facility  to 
a  municipal  power  agency  located  in  North  Carolina. 

Some  hard-pressed  utilities  are  resorting  to  off-balance-sheet 
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financing.  Portland  General  Electric  entered  into  a  $39  millioi 
leveraged-lease,  coal-unloading-and-handling-facilities  dea 
with  Bank  of  America.  Vermont's  Green  Mountain  Power  sol 
$6  million  of  bondlike  certificates  to  its  customers  in  19?9 

In  some  cases  municipalities  have  banded  together  anc 
floated  tax-exempt  bonds  to  finance  new  facilities  and  acquisi 
tions  to  get  power  cheaper  than  buying  from  a  utility. 

A  slowing  of  inflation  would  help  rate  increases  to  catch  up 
with  cost  increases.  Unless"  electrical  utilities  can  get  return 
up,  they  will  continue  to  be  pinched  by  a  market  where  long 
term  bonds  go  for  12%  and  the  prime  rate  is  at  15% -plus. 

But  take  a  look  at  the  natural  gas  utilities.  Gas  now  look 
like  one  of  our  more  promising  energy  sources;  decontrol  ha 
made  the  difference.  Once  the  drab  part  of  the  utility  industry 
they've  blossomed  into  investment  beauties,  particularly  sinct 
enactment  of  the  Natural  Gas  Policy  Act  of  1978,  allowing  ga 
to  flow  from  the  intrastate  market  into  the  interstate  marke 
at  equalized  rates. 

Despite  the  recession,  gas  industry  earnings  growth  may 
only  slow  from  about  10%  to  12%  in  1979  to  around  7%  thi 
year.  And  return  on  equity  should  be  a  healthy  14%  to  15%  oi 
so  for  the  gas  companies — more  if  this  winter  is  severe. 

FORBES.  JANUARY  7,  198C 


ONE  GOOD  THING 
LEADS  TO  ANOTHER 


Coke  adds  life 


"Coca-Cola"  and  "Coke"  are  registered  trade-marks  which  Identify  the  same  product  of  The  Coca  Cola  Company 


Today  the  gas  industry  has  about  10%  more  gas  than  it 
needs  but  most  of  that  surplus  may  disappear  by  late  1982  or 
earlier.  Meanwhile  many  gas  utilities  are  actively  searching  for 
new  sources  of  supply  and  investing  in  synthetic  gas  programs. 
Robert  R.  Herring,  boss  of  Houston  Natural  Gas,  says  proudly: 
"Our  subsidiary  HNG  Oil  Co.  discovered  more  than  twice  the 
amount  of  natural  gas  it  produced  during  the  year."  Columbia 
Gas,  normally  a  sedate  transmitter  of  gas,  generated  some 
excitement  with  the  announcement  in  September  that  a- group 


of  producers — in  which  it  has  a  5%  interest — made  an  oil  a| 
gas  strike  off  the  coast  of  Newfoundland.  Columbia  a] 
dropped  its  seven-year  freeze  on  new  customer  hookui 
Chairman  Richard  L.  O'Shields  of  Panhandle  Eastern  Pii 
Line  poured  $105  million  into  exploration  in  1979. 

As  coal  garsification  develops,  the  gas  industry  will  unquit 
tionably  have  problems — with  financing,  witb  bugs  in  tj 
processes,  with  environmentalists.  But  as  Brooklyn  Uni< 
Gas'  Elwin  S.  Larson  puts  it:  "People  are  becoming  aware 


Utilities— Natural  Gas 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5-year 

5  year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Producers  &  Pipeliners 

So  Natural  Resources 

18.5% 

1 

17.1% 

0.6 

10.2% 

1 

9.6% 

7.8% 

17.5% 

5 

13.7% 

1 

Panhandle  Eastern 

18.2 

2 

21.1 

0.8 

10.7 

3 

8.9 

8.9 

19.3 

3 

11.6 

2 

Tenneco 

17.0 

3 

16.5 

0.8 

8.8 

2 

9.2 

5.2 

17.1 

6 

10.3 

4 

Transco  Companies 

16.3 

4 

14.0 

1.6 

6.4 

8 

6.6 

4.3 

13.5 

8 

8.1 

Texas  Eastern 

15.9 

5 

19.1 

0.7 

10.0 

6 

8.0 

6.2 

18.6 

4 

9.8 

5 

Texas  Gas  Transmission 

1  ^  A 

0 

1  G  fi 

1  3.0 

0.8 

fi  ^ 

O.J 

A 

o.o 

4.6 

14.6 

7 

9.5 

ENSERCH 

1/17 

/ 

1  A  1 
1 4.o 

0.8 

O.O 

C 

J 

C  1 

4.1 

33.0 

2 

4.8 

t 

Coastal  States  Gas 

13.7 

8 

17.6 

1.0 

8.1 

7 

7.0 

2. 1 

36.3 

1 

10.8 

I 

El  Paso  Company 

1 1.4 

9 

20.8 

1.4 

7.8 

9 

5.4 

5.3 

11.8 

9 

-2.3 

Medians 

ICQ 

1  "7  1 
1  /  .  1 

0.8 

O.O 

5.2 

17.5 

9.8 

Pinelinerfi  Rr  Distributors 

Pioneer  Corp 

30.2% 

! 

30.8% 

0.7 

14.9% 

3 

14.2% 

8.1% 

30.9% 

3 

26.6% 

3 

United  Energy  Resources 

29.2 

2 

26.5 

0.4 

18.0 

1 

15.8 

3.7 

27.5 

5 

44.6 

1 

Houston  Natural  Gas 

if../ 

i 

ZZ.U 

0.5 

1*3  2 

z 

14.9 

7.7 

34.9 

1 

31.0 

2 

Northern  Natural  Gas 

t  o  n 

A 
** 

1  o.Z 

0.5 

i  n  i 

A 
<♦ 

7.6 

19.0 

7 

17.9 

4 

Central  Louisiana  Energy 

1  Q  O 

1  fs.?S 

C 

D 

T  A  1 

24. o 

0.8 

1  1  A. 
11.0 

/. 

o 

7.6 

34.1 

2 

13.2 

6 

Northwest  Energy 

17.6 

6 

19.3 

0.9 

8.7 

7 

8.1 

3.7 

30.2 

4 

13.9 



5 

Arkansas  Louisiana  Gas 

17.4 

7 

18.2 

0.7 

9.6 

5 

9.6 

9.3 

13.0 

10 

10.5 

7 

Peoples  Gas 

15.5 

8 

15.2 

0.8 

7.7 

8 

7.9 

5.8 

19.9 

6 

9.5 

8 

Amer  Natural  Resources 

13.8 

9 

10.3 

0.7 

6.0 

9 

7.3 

4.3 

18.5 

8 

4.9 

9 

Columbia  Gas  System 

12.1 

10 

13.1 

0.8 

7.3 

10 

6.5 

5.6 

15.3 

9 

3.9 

10 

Medians 

18.2 

18.8 

0.7 

10.0 

9.3 

6.7 

23.7 

13.6 

Distributors 

Entex 

28.4% 

26.5% 

0.9 

13.6% 

1 

13.5% 

5.8% 

35.5% 

1 

31.7% 

1 

Oklahoma  Natural  Gas 

21.2 

2 

16.1 

0.8 

9.9 

2 

11.4 

4.8 

32.6 

2 

17.4 

2 

Southern  Union 

15.8 

3 

19.6 

0.7 

10.1 

4 

8.9 

4.2 

31.2 

3 

7.5 

6 

Minnesota  Gas 

15.6 

4 

19.0 

0.8 

10.9 

3 

9.4 

5.2 

21.6 

4 

7.6 

5 

NICOR 

15.3 

5 

16.4 

0.6 

8.3 

5 

8.0 

5.9 

20.7 

5 

7.4 

7 

Laclede  Gas 

13.2 

6 

15.0 

0.8 

8.1 

8 

7.1 

4.3 

15.9 

10 

6.0 

8 

Consolidated  Natural  Gas 

12.7 

7 

12.4 

0.6 

7.5 

6 

7.6 

6.3 

14.5 

12 

10.8 

3 

Wisconsin  Gas 

12.4 

8 

14.0 

0.9 

4.5 

16.0 

9 

5.0 

11 

Brooklyn  Union  Gas 

12.3 

9 

14.5 

0.8 

8.2 

7 

7.2 

6.7 

16.7 

8 

5.0 

10 

Atlanta  Gas  Light 

12.1 

10 

10.4 

0.8 

5.9 

12 

6.4 

2.6" 

14.7 

11 

8.9 

4 

No  Indiana  Public  Svc 

11.4 

11 

10.3 

0.9 

5.4 

13 

5.7 

6.8 

17.3 

6 

-0.9 

14 

Pacific  Lighting 

11.1 

12 

14.3 

0.9 

7.9 

10 

6.4 

5.0 

13.4 

15 

5.3 

9 

Gas  Service 

11.0 

13 

14.1 

1.1 

7.1 

11 

6.4 

2.7 

13.8 

13 

3.6 

13 

National  Fuel  Gas 

10.4 

14 

11.7 

0.8 

7.5 

9 

6.9 

4.2 

16.8 

7 

4.4 

12 

Washington  Gas  Light 

7.4 

15 

5.0 

0.9 

4.1 

14 

5.0 

2.8 

13.4 

14 

-1.0 

15 

Medians 

12.4 

14.3 

0.8 

8.0 

7.2 

4.8 

16.7 

6.0 

Industry  Medians 

15.5 

16.3 

0.8 

8.3 

8.0 

5.2 

18.0 

9.2 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  tI 
••Not  available;  not  ranked. 
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The  small  computer 
breakthrough.  

Burroughs  new  B  90s  combine  the  most  advanced  computer  hardware, 
operating  software  and  application  programs  in  a  powerful, 
easy-to-use  package.  All  at  a  minicomputer  price. 


Introducing  Burroughs  B  90  Series.  The  system  that 
brings  together  the  best  of  what  a  small  computer  can 
offer  your  business  today: 

High-speed  processing  power.  B  90  processors 
operate  at  two  to  five  times  the  speed  of  Burroughs 
previous  small  computers. 

Expanded  main  memory.  Up  to  512,000  bytes  of 
main  memory,  four  times  previous  memory  capacity. 

Extensive  data  storage  capacity.  The  B  90s  utilize 
Burroughs  new  Super  Mini-Disk  II,  a  breakthrough 
in  magnetics  engineering.  This  dual  flexible  disk 
system  stores  up  to  six  million  bytes.  Three  times 
the  maximum  industry  capacity  per  disk.  Other  disk 
options  provide  total  storage  up  to  46.8  million  bytes. 

And  there's  more.  Expanded  data  communications. 
Multiple  work  station  capability. 
Advanced  automatic  operating  and 
control  system  software.  And  true 
multiprogramming  capability. 
Adding  up  to  powerful  workflow,  in 
stand-alone  applications  or  in  a  dis- 
tributed processing  network. 

Most  important,  the  B  90s  are  easy 


to  use.  Operating  software  manages  the  systems' 
resources  and,  via  display  screen,  guides  the  operator 
every  step  of  the  way. 

More  good  news:  B  90  prices  start  at  less  than 
$18,000.  Add  Burroughs  proven  application  pro- 
grams —  available  for  all  major  lines  of  business  — 
and  your  B  90  is  ready  to  go  to  work,  instantly. 

And  remember,  every  Burroughs  system  comes 
with  the  element  that  got  you  thinking  about  a 
computer  in  the  first  place:  Increased  productivity. 
Burroughs  has  understood  this  need  of  business 
for  over  90  years.  And  we  know  it's  never  been 
more  important  to  you  than  right  now. 

That's  why  we  provide  total  capability  in 
hardware,  system  software,  application  programs, 
customer  training  and  support  centers,  main- 
tenance, business  forms  and  supplies.  We  call 
it  Total  System  Support.  And  it's  there  to  help 
you  realize  your  productivity  potential. 

For  additional  information,  call  your  local 
Burroughs  office  or  write  Burroughs  Corpora- 
tion, Department  FRB-22,  Burroughs  Place, 
Detroit,  Michigan  48232. 


Burrou 


People 
Caring  far  People 

Since  Hospital  Corporation  of  America's  founding  in 
1 968,  our  foremost  objective  has  been  to  improve  the  quality 
of  health  care  in  communities  which  we  serve.  Our  company 
now  owns  and  manages  more  than  1 50  hospitals  with  over 
22,000  beds  in  the  United  States  and  internationally. 

HGA  is  proving  that  hospitals  can  be  operated  more  ef- 
ficiently through  private  enterprise.  By  utilizing  the  many  re- 
sources available  within  our  multi-hospital  system,  we 
achieve  major  cost  savings  for  each  of  our  hospitals  and  the 
communities  they  serve. 

Hospital  Corporation  of  America  has  maintained  a  steady 
and  predictable  rate  of  growth  well  in  excess  of  20  percent 
per  year  since  its  beginning.  For  more  information,  call  or 
write  Hospital  Corporation  of  America,  One  Park  Plaza, 
Nashville,  TN  37203  (61 5)  327-9551 . 


Hospital  Corporation  of  America 
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the  energy  problem."  The  public  ar 
government  will  be  more  understandinl 
of  his  industry's  problems  than  thai 
were  of  those  the  electrical  utilities  su| 
fered  earlier. 

The  telephone  business  was  slowing] 
the  recession  took  hold.  The  growth  ra  I 
was  down  in  AT&T's  revenue  and  ean| 
ings,  as  Charles  Brown,  AT&T's  chail 
man,  acknowledged  to  his  3  milln  I 
shareholders.  In  1980  toll-message  gaiil 
could  fall  to  6%  to  7%,  compared  with| 
gain  in  1979  of  better  than  10%. 

Whatever  people  may  think,  tel  I 
phones  are  not  recession-proof.  Stevtl 
G.  Chrust,  telephone  analyst  at  the  bnl 
kerage  firm  of  Sanford  C.  BernsteiJ 
says,  "A  number  of  analysts  and  managi| 
ments  were  being  lulled  into  a  false  sens 
of  security  based  on  the  rapid  growth  I 
data  communications.  They  figured  thl 
current  oil  situation  would  create  a  shif 
in  communications  patterns  from  travi| 
to  voice."  They  were  saying  the 


"People  figured  the  oil  silual 
tion  would  create  a  shift  from 
travel  to  voice,"  says  Chrusil 
They  said  the  same  thing  in 
1975,  but  toll  volume  growtl\ 
hit  a  ten-year  low  anyway. 


things  back  in  1975,  says  Chrust,  but  to 
volume  that  year  fell  to  a  ten-year  lc 
anyway.  Surprisingly,  Chrust  finds  th.£ 
when  passenger  airline  miles  decline,  toi 
demand  also  falls. 

Independents,  because  they  aren't  na 
tional,  are  hit  in  varying  degrees.  Cont: 
nental  Telephone  and  Rochester  Tele 
phone  may  feel  the  recession  less  tha 
the  biggest  independent,  General  Tele 
phone  &  Electronics.  General  Tel  has  t 
contend  with  the  California  utility  com 
mission,  which  is  dragging  its  feet  ol 
rate  increases.  Also,  General's  consume 
manufacturing  operations  are  experienc 
ing  a  slowdown  in  earnings. 

Chairman  Charles  Wohlstetter  of  Con 
tinental  Telephone  (revenues  about  $ 
billion)  says,  "This  year  will  not  be  a  yea 
of  extraordinary  jumps  in  earnings,  bu 
we're  spending  about  $475  million  ii 
1980  Jup  from  $400  million)."  The  inde 
pendents  must  invest  now  to  conten 
with  such  new  competitors  as  IBM 
Xerox,  MCI,  Rolm  and  others  offerin 
telecommunications  of  voice  and  data. 

Beyond  the  recession  AT&T,  with  ai 
R&D  budget  of  close  to  $900  million 
will  be  more  formidable  if  the  Justic 
Department  modifies  the  1956  consen 
decree  barring  AT&T  from  entering  th 
computer  business.  Proposed  overhaul 
ing  of  the  1934  Communications  Ac: 
could  create  more  competition.  All  tha 
will  make  telecommunications  as  excit 
ing  a  business  as  it  is  a  technology.  I 
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The  official  bank 


ID  IrvingTrust 


As  the  Official  Bank  of  the  Olympic  Winter  Games,  we'll  have 
banking  facilities  in  the  Olympic  area  to  serve  the  athletes, 
Olympic  officials,  the  media,  and  other  visitors. 

We  look  forward  to  greeting  our  customers  and  other  friends 
from  around  the  world,  during  the  Games  at  Lake  Placid. 

IrvingTrust  Company,  One  Wall  Street,  New  York. 
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THE  OFFICIAL 
BANK  OF 

THE  1980  OLYMPIC 
WINTER  GAMES. 


Member  F  D  I  C 


is  long  predicted,  soaring  fuel  prices  and  creeping 
deregulation  have  finally  begun  to  turn  the  tide 
\iwayfrom  truckers  and  toward  the  railroads. 


Transportation 
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rHE  inherent  efficiencies  of  long-distance  rail  hauling 
may  finally  give  the  railroads  an  edge  in  what  has  for 
decades  been  a  losing  battle  against  over-the-road  truck- 
ng.  The  equalizers,  it  appears,  will  be  deregulation  and  the  rise 
)f  fuel  costs.  The  steel  wheel  on  steel  rails  is  more  efficient 
han  the  rubber  tire  on  asphalt. 

Even  before  Congress  acts,  railroads  and  truckers  face  dereg- 
ulation. An  increasingly  aggressive  Interstate  Commerce 
lommission  is  moving  ahead  through  administrative  actions. 
3ut  for  all  their  theoretical  commitment  to  free  enterprise, 
businessmen  in  regulated  industries  inevitably  get  nervous 
l/vhen  faced  with  prospects  of  more  competition.  Reflecting 
:heir  nervousness,  such  legislators  as  Senator  Howard  Cannon 
jD-Nev),  chairman  of  the  Senate  Commerce  Committee, 
iren't  pleased  with  ICC's  de  facto  moves,  and  Cannon  has 
warned  the  commission  to  back  off.  But  the  deregulation 
;rusade  is  not  likely  to  slow  down.  "The  ICC,"  says  Goldman, 
iachs'  analyst  Michael  Armellino,  "is  packed  with  deregula- 
:ion  advocates.  Darius  Gaskins,  the  new  chairman,  looks  to  be 
;ven  more  zealous  than  his  predecessor." 

The  trucking  industry  is  traditionally  opposed  to  any  signifi- 
cant deregulation.  What  the  truckers  fear,  of  course,  is  that 
deregulation  would  bring  indiscriminate  rate-cutting  and  un- 
invited competition  on  profitable  routes.  Cutthroat — and  vio- 
ent — competition  almost  destroyed  the  trucking  industry  in 
the  1930s.  But  that's  hardly  in  prospect  at  this  point  because  of 
the  relative  size  and  strength  of  the  trucking  companies  today. 
Thus  the  trucking  industry  has  lately  altered  its  intransigence 
in  the  hope  of  getting  off  a  little  easier.  Says  John  Pincavage, 
transportation  analyst  for  Paine  Webber  Mitchell  Hutchins, 
'The  best  thing  they  can  do  now  is  go  to  a  fall-back  position, 


hope  for  a  compromise  and  basically  slow  down  the  rate  of 
change."  Maybe  so,  but  they  have  been  doing  the  best  they  can 
to  preserve  the  status  quo,  buttonholing  and  entertaining  con- 
gressmen. "All  our  eggs  are  now  in  the  congressional  basket," 
admits  Bennett  C.  Whitlock  Jr.,  president  of  the  American 
Trucking  Association.  "I  have  no  idea  how  we  will  fare  in  the 
final  outcome,  but  I  feel  that  we  have  a  better  chance  in 
Congress  than  with  the  commission."  A  strange  spectacle, 
that.  Businessmen  who  supposedly  love  free  enterprise  fight- 
ing to  preserve  government  regulation. 

Deregulation  is  by  no  means  the  truckers'  only  worry.  Last 
year  the  industry  had  to  confront  a  major  Teamster  strike,  an 
often  violent  independent  truckers'  strike  and  awesome  rises 
in  diesel  fuel  prices  as  well.  "I  think  we  could  characterize  1979 
as  very  chaotic,"  says  M.  Anthony  Burns,  executive  vice 
president  for  finance  and  development  of  Ryder  System,  Inc.  In 
that  context,  Burns  was  almost  pleased  with  Ryder's  1% 
increase  in  third-quarter  earnings.  Others  seem  to  be  doing 
worse.  After  25  years  of  consecutive  earnings  increases,  Road- 
way Express,  as  of  the  third  quarter,  was  expecting  a  down 
year.  Yellow  Freight  System  was  forecasting  a  fourth  quarter 
no  better  than  the  third. 

Fuel  price  increases,  only  partially  offset  by  rate  hikes,  prom- 
ise to  create  traumatic  dislocations  for  trucks  versus  rails.  On 
certain  heavy  volume  routes,  long-haul  trucking  may  become  a 
thing  of  the  past.  Certainly  there  will  be  an  increase  in  piggy- 
backing (moving  truck  trailers  by  trains),  particularly  for  long 
hauls.  It  has  always  made  sense  economically,  if  not  politically. 

The  railroads  also  stand  to  benefit  from  their  undisputed 
efficiency  in  moving  bulk  cargoes — coal,  grain  and  the  like. 
Says  Southern  Railway  System  Chairman  L.  Stanley  Crane, 


Getting  used  to  deregulation 


For  a  while  recently,  you  couldn't  get  an  airline  executive  on 
the  phone.  A  string  of  calls  produced  repeated  excuses  of 
"tied  up,"  "unavailable,"  even  "laryngitis."  Only  TWA's 
President  C.E.  Meyer  Jr.  was  willing  to  speak  openly  about 
prospects  for  the  industry  in  1980.  But  even  he  had  nothing 
to  say  that  you  haven't  heard  before  about  the  risks  of 
forecasting  in  the  face  of  "inflation,  recession  and  the 
dramatic  increase  in  the  price  of  fuel." 

For  sheer  bounce,  1979  was  one  of  the  liveliest  years  for 
the  airlines  since  Bleriot  flew  the  Channel,  what  with  all 
those  cut-rate  promotions  and  half-fare  coupons.  But  the 
coupons,  initiated  by  United  to  get  up  to  the  starting  line 
after  its  two-month  strike,  did  little  for  American,  which 
compulsively  followed  suit,  especially  when  the  public  out- 
smarted the  carriers  by  booking  cheap,  short-haul  flights 
(such  as  Washington-Norfolk  and  San  Francisco-Oakland)  to 
get  coupons  worth  hundreds  of  dollars  on  long  trips.  Those 
manifestations  of  free  enterprise  were  followed  by  a  lively 
trade  in  coupons,  which  occasionally  sold  for  more  than  the 


cost  of  the  flights  that  generated  them. 

The  promotion  may  have  served  some  purpose  for  Unit- 
ed, but  a  major  effect  on  American  was  to  fill  flights  to  high- 
revenue  Caribbean  resorts  all  through  the  fall  season — at 
half  fares.  The  coupons  and  all  those  promotions  produced 
high  revenues  and  minuscule  profits. 

It  used  to  be  thought  that  if  you  filled  all  the  seats,  you'd 
somehow  make  out.  But  the  half-fare  binge  distorted  the 
basic  economics  of  marginal  costs  and  revenues  almost 
beyond  recognition.  Worse  yet,  at  present  fuel  prices,  such 
aging  planes  as  the  DC-8  and  the  Boeing  707,  even  when 
filled,  lose  money  every  time  they  take  off.  The  airlines, 
highly  leveraged  already,  will  have  a  tough  time  raising  the 
capital  they  need  to  replace  such  aircraft.  But  that  difficulty 
may  also  restrain  their  usual  self-destructive  desire  to  com- 
pete on  the  basis  of  new  and  dandier  planes. 

Deregulation,  like  freedom  in  any  form,  works  best  with 
responsibility.  As  the  airlines  get  used  to  the  prospect  of  real 
competition,  they  may  even  start  benefiting  from  it. 
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Yardsticks  of  Management  Performance 


Profitability 

Growth 

* 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5 -year 

5-year 

5 -year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Emery  Air  Freight 

36.8% 

1 

39.4% 

0.1 

34.9% 

1 

35.9% 

4.7% 

19.4% 

1 

16.0% 

4 

Delta  Air  Lines 

15.7 

2 

14.7 

0.1 

9.1 

2 

8.4 

4.6 

16.3 

3 

10.6 

7 

Dranin  inn 

15.1 

3 

6.9 

1  A 

4.4 

3 

8.0 

1  A 
I  .** 

16.3 

4 

14.8 

5 

Western  Air  Lines 

14.9 

4 

16.9 

l.i 

7.4 

6 

6.6 

3.3 

13.4 

8 

12.6 

6 

Tiger  Inttrnational 

12.8 

5 

14.3 

2.1 

6.3 

7 

5.7 

5.4 

18.8 

2 

6.8 

9 

US  Air 

12.0 

6 

16.9 

0.9 

11.6 

5 

6.6 

4.2 

14.5 

6 

27.6 

2 

American  Airlines 

10.3 

7 

12.3 

6.5 

8 

5.6 

o.Z 

11.5 

11 

D-P 

Northwest  Airlines 

9.7 

8 

10.5 

0.1 

7.2 

4 

6.7 

6.9 

13.7 

7 

10.5 

8 

UAL 

8.9 

9 

def 

0.8 

0.1 

11 

4.5 

def 

11.2 

12 

28.5 

1 

Continental  Airlines 

8.2 

10 

def 


0.9 

1.9 

9 

5.1 

def 

13.1 

9 

17.6 

3 

Eastern  Air  Lines 

7.8 

11 

9.4 

2.4 

5.5 

12 

4.5 

1.7 

12.1 

10 

D-P 

Pan  Am  World  Airways 

6.5 

12 

9.3 

1.4 

7.9 

10 

4.8 

3.5 

8.3 

13 

D-P 

Trans  World 

6.1 

13 

6.1 

2.1 

4.4 

13 

3.8 

1.0 

15.7 

5 

D-P 

National  Airlines 

3.3 

14 

def 

0.1 

def 

14 

2.4 

 1 

def 

7.7 

14 

-15.1 

10 

Industry  Medians 

10.0 

10.0 

1.0 

6.4 

5.7 

3.3 

13.6 

13.7 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note  Explanation  of  Yardstick  calculations  on  page  51 
D-P  Deficit  to  Profit;  not  ranked  def  Deficit 


Transportation — Surface 

Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 



Sales 

Per  Share 

latest 

debt 

latest 

net 

5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5 -year 

5-year 

5-year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Railroads 

Missouri  Pacific  Corp 

27.8% 

1 

25.9% 

1.2 

12.1% 

1 

10.4% 

9.0% 

13.7%t 

3 

20.6%  t 

2 

Southern  Railway 

12.0 

2 

14.9 

0.6 

8.2 

3 

6.9 

11.2 

9.2 

7 

12.7 

7 

Union  Pacific 

11.7 

3 

15.8 

0.3 

10.4 

2 

8.0 

9.9 

17.3 

2 

19.4 

3 

Norfolk  &  Western  Ry 

11.0 

4 

14.3 

0.4 

8.8 

4 

6.4 

12.5 

4.2 

12 

18.7 

4 

Chicago  &  North  Western 

9.3 

5 

def 

3.7 

1.2 

11 

4.2 

def 

9.  It 

8 

-0.6* 

12 

Santa  Fe  Industries 

9.0 

6 

10.8 

0.3 

7.4 

4 

6.4 

8.4 

11.8 

5 

i  

13.6 

6 

IC  Industries 

8.8 

7 

10.2 

0.9 

5.5 

6 

5.7 

2.8  - 

17.7 

1 

10.4 

8 

Chessie  System 

8.1 

8 

10.0 

0.8 

6.2 

7 

5.3 

6.8 

6.7 

11 

17.6 

5 

Seaboard  Coast  Line 

7.2 

9 

9.4 

0.9 

6.3 

8 

5.3 

5.6 

10.9 

6 

3.6 

11 

St  Louis-San  Fran  Ry 

6.4 

10 

77 

0.9 

4.9 

10 

4.3 

4.4 

8.0 

9 

7.0 

9 

Southern  Pacific 

6.3 

11 

9.0 

0.5 

5.9 

9 

4.5 

7.0 

7.6 

10 

3.8 

10 

Burlington  Northern 

5.4 

12 

8.2 

0.5 

5.5 

12 

4.1 

4.8 

12.5 

4 

21.2 

1 

Chicago  Rock  Island 

def 

13 

def 

1.9 

def 

13 

def 

def 

2.2 

13 

D-D 

13 

Medians 

8.8 

10.0 

0.8 

8.2 

5.3 

6.8 

9.2 

12.7 

Truckers 

RLC  Corp 

26.1% 

1 

36.5% 

1.9 

13.2% 

6 

9.6% 

8.5% 

8.8% 

8 

76.0% 

1 

Leaseway  Transportation 

24.5 

2 

23.6 

1.5 

10.1 

5 

10.2 

4.7 

13.4 

6 

18.8 

4 

Roadway  Express 

22.7 

3 

18.5 

0.0 

17.2 

1 

21.5 

5.0 

16.2 

3 

16.3 

5 

Yellow  Freight  System 

22.6 

4 

12.8 

0.1 

9.6 

3 

15.9 

3.2 

18.4 

2 

15.3 

6 
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The  tides  tell  our  sea  farmers 
when  to  take  the  harvest 


When  tides  are  low  in  summer,  boatmen  with  long  wooden  rakes  harvest  from 
the  sea  a  mossy  form  of  seaweed  which  FMC  scientifically  processes  into  a  food  ingredient 
called  "carrageenan'.' 

Carrageenan  extracts  serve  as  food  stabilizers,  thickeners,  gelling  agents,  and  to 
hold  ingredients  in  suspension.  (A  single  pound  will  stabilize  up  to  20,000  pints  of  condensed 
milk.)  They  can  lend  a  ribbon-like  quality  to  toothpaste,  help  to  release  fragrances  from  air 
fresheners  or  add  essential  qualities  to  dozens  of  products. 

Carrageenan  is  companion  to  an  FMC  development,  Avicel"9  microcrystalline  cellulose, 
which  also  improves  many  food  products,  and  imparts  a  superior  hardness  plus  solubility 
to  medicinal  tablets. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  petroleum  and  fluid  control 
equipment,  environmental  equipment,  food  and  agricultural  machinery,  industrial  and 
agricultural  chemicals  Write  FMC  Corporation,  200  East  Randolph  Drive,  Chicago  60601 . 
Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


-FMC 

©1980  FMC  Corporation 


Our  $2  billion 

trivia  quiz. 


How  many  dirty  dishes  does  a  family  wash  in  a  year?  The  average  family 
washes  48,263  a  year.  If  you  figure  that  guarantees  a  healthy  market 

for  our  Frigidaire,  Gibson,  Kelvinator  and  White 
Westinghouse  dishwashers,  you're  right. 

How  many  Americans  decided  last  year 
they  needed  air-conditioning?  One  every 
eight  seconds.  Sweltering  Americans 
bought  4,030,000  new  air-conditioners 
last  year.  If  you  think  that's  another 
plug  for  our  major  appliance 
divisions,  you're  right  again. 

How  many  pounds  of 
beef  does  the  average 
family  eat?  The 

average  family 

consumes  504  pounds  a  year.  And  that's  just  beef. 
Which  means  a  substantial  market  for  our  family 
of  home  freezers.  And  another  right  answer, 
for  both  of  us. 

Each  winter,  how  many 
new  chuckholes 
appear  on  our  roads? 

It's  been  estimated  that  winter  brings  116,000,000  new 
chuckholes  every  year.  A  lot  of  pavers  and  asphalt  finishers 
like  those  made  by  our  Blaw-Knox  Construction  Equipment 
division  are  needed  to  fix  those  chuckholes.  And  to  help 
build  30.000  miles  of  new  road  each  year.  So  if  you  know 
why  we're  in  that  business,  you're  on  the  right  track. 

The  lesson  we  want  to  get  across  in  our  quiz  is  two- 
fold. We're  now  the  nation's 
third-largest  appliance 
manufacturer,  and  still 

growing.  Plus  we're  big  in  machinery  and  equipment  for  industry  — 
$700  million  a  year  big.  Together  our  two  broad  groups  brought  WCI  six 
straight  years  of  record  sales  and  earnings  with  annual  sales  now  of 
$2  billion.  Our  new  information  kit  will  give  you  even  more  answers. 
Write  Ronald  Fountain,  Treasurer. 


White  Consolidated  Industries. 

Cleveland.  Ohio  44111 


Transportation — Surface 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

latest 
5-year      5-year  12 
average    rank  months 

debt/ 

equity 

ratio 

latest 

12           5-year  5-year 
months    rank  average 

net 

profit 

margin 

5-year  5-year 
average  rank 

5-year  5-year 
average  rank 

Consolidated  Freightways 
Ryder  System 
McLean  Trucking 
Allied  Van  Lines 

22.3         5  23.0 
20.6          6  23.0 
15.9          7  5.0 
6.2         8  def 

0.1 

1.6 
0.8 
0.9 

19.1           2  17.4 
9.2          7  8.7 
4.4           4  11.4 
0.5          8  5.6 

4.0 
4.4 
0.9 
def 

13.8  5 
19.4  1 

16.1  4 

10.2  7 

20.4  3 
35.0  2 
8.6  7 
-7.3  8 

Medians 

22.5  20.8 

0.9 

9.9  10.8 

4.2 

15.0 

17.6 

Other  Surface  Transportation 

Gelco 

Transway  Intl 
Moore  McCormack  Res 
Greyhound 
Alexander  &  Baldwin 
Seatrain  Lines 

21.3%        1  23.9% 
19.1          2  20.4 
19.1          3  16.8 
12.3          4  15.8 

9.2  5  10.1 

7.3  6  def 

4.5 
0.3 
0.7 
0.7 
0.5 
20.6 

7.0%        5  6.4% 

16.2  1  15.4 
9.8           2  10.8 

10.3  3  8.8 
7.5           4  7.8 
def          6  3.1 

5.2% 

3.8 

9.6 

2.4 

7.3  . 

def 

66.8%  1 
8.9  4 
22.0  2 

6.1  6 

8.2  5 
17.3  3 

32.8%  2 
13.9  3 
50.8  1 
3.1  4 
-1.1  5 
D-D  6 

Medians 

15.7  16.3 

0.7 

8.7  C.3 

4.5 

13.1 

8.5 

Industry  Medians 

11.7  12.8 

0.8 

7.5  6.9 

4.8 

11.8 

13.9 

All-Industry  Medians 

15.1  16.7 

0.4 

11.8  11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  SI 
tFour-year  growth.  D-D  Deficit  to  Deficit  def  Deficit. 


Economy  model 


Compared  with  trucks, 
railroad  trains  are  a  fuel- 
efficient  means  for  mov- 
ing freight.  The  railroads 
claim  they  get  220  rev- 
enue-ton miles  per  gallon 
vs.  only  70  for  trucks.  Nev- 
ertheless, rising  fuel  oil 
prices  are  a  serious  prob- 
lem for  the  low-profit  rail- 
road industry.  Its  fuel 
costs  have  risen  from  38 
cents  a  gallon  to  73  cents 
since  last  January,  and  $1 
a  gallon  is  probably  not  far 
off.  Since  the  rail  industry 
uses  4  billion  gallons  a 
year,  we  are  talking  about 
big  money.  At  $1  a  gallon, 
the  industry's  fuel  bill  will 
have  risen  $1.1  billion  in 
just  six  months  or  so. 
Compare  this  with  the  estimated  $500  million  the  entire 
industry  earned  in  1979. 

Railroaders  say  they  are  doing  the  best  they  can  to  cut 
back  on  fuel  by  using  the  20-year-old  concept  of  the  unit 
train — strings  of  cars  hooked  together  and  never  broken 
up — larger  and  more  easily  handled  boxcars  and  hoppers  and 
lighter  piggyback  trailers. 

Cutbacks  in  fuel  use  by  locomotives  have  lagged.  But  help 
is  on  the  way.  Morrison-Knudsen  says  its  fuel-saver  reman- 
ufactured  locomotive  (see  photo),  designed  for  branch  lines 


and  yard  service,  will  save 
10%  of  the  cost  of  fuel 
(roughly  $40,000  a  year). 
At  the  other  end  of  the 
spectrum,  General  Motors 
has  revealed  that  within  a 
year  a  new  turbocharged 
engine  will  power  a  main- 
line locomotive,  complete 
with  radar  and  special 
traction  gadgets.  GM  con- 
cedes this  model  should 
save  3.3%  of  today's  fuel 
cost.  But  that's  because 
this  engine,  like  most  of 
the  other  27,900  locomo- 
tives in  service  around  the 
country,  is  already  pretty 
fuel-efficient. 

These  new,  turbo- 
charged  engines  could 
take  perhaps  as  much  as 
five  or  more  years  to  have  much  impact.  In  the  last  two 
years  the  railroad  industry  has  bought  or  rebuilt  a  record 
4,000  or  so  locomotives,  but,  needless  to  say,  financing  has 
been  a  problem. 

So  railroads  are  looking  toward  small  fuel  savings  through 
such  things  as  improved  refueling  techniques  and  even 
alternative  fuels.  While  the  effects  of  the  new  locomotives 
and  of  conservation  may  seem  small,  any  percentage  gain  is 
significant  when  you  consider  the  enormous  total  consump- 
tion involved. 
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The  Mayor  and  the 
Movers  want  you  to 
get  a  move  on! 


Well  planned  growth  is  essential  to  Phoenix.  So  if  s  a  major  priority.  And  you'll 
sense  that  the  minute  you  contact  us. 

Mayor  Margaret  Hance,  and  Jim  Haynes,  Executive  Vice  President  of  the 
Phoenix  Metro  Chamber  of  Commerce,  will  personally  and  enthusiastically 
help  you  avoid  the  little  hassles,  and  make  your  move  as  smooth  and  effort- 
less as  possible. 

You'll  want  to  avoid  costly  delays.  So  we'll  see  to  it  that  you  have  all  the  inside 
info  on  site  selection,  zoning,  city  ordinances  and  environmental  goals  and 
the  like. 

There  are  some  of her"moving"  reasons  to  relocate  in  Metro  Phoenix  too:  like 
year  round  sunshine  and  a  resort  climate,  a  friendly  tax  structure,  right-to- 
work  laws,  a  growing  skilled  work  force,  and  easy  access  to  all  major  markets. 

We  think  its  a  smart  move.  T%^T^^4a  vs/V 
And  we  want  Phoenix  to  be  uiu  iiltb  JLWJL^S'  ^L*  J-  EJF 

your  forwarding  address!  "B 

Chambers  of  Commerce 

Get  the  tacts 

Wally  Caddow,  Manager,  Economic  Development 
Chandler  -Glendale-  Mesa  STKc^S^  °f  C°mmerCe  Dep'  F°1 

Phoenix  •  ScottSdale  I  U Kk j        Phoenix,  Arizona  85003 

Tempe  •  Wickenburg  Telephone  (602)254  5521 


"Because  of  greater  efficiency  in  the  us< 
of  fuel,  there  will  he  a  gradual  shift  ova 
to  railroads." 

The  railroads,  of  course,  will  need  al 
the  freight  they  can  get.  This  sickesi 
segment  of  the  transportation  industry— 
with  no  hetter  than  a  2.26%  return  or 
equity  even  in  good  times — has  steadily 
lost  share  in  the  intercity  traffic  market 
over  the  past  decade,  and  now  has  onl) 
35.8%  of  it,  us.  41.2%  ten  years  ago 
However,  compared  with  1978,  wher 
the  industry  was  hurdened  with  strikes) 
last  year  looked  good. 

The  high  price  of  energy  actually  hene-i 
fited  railroads  with  large  holdings  of  nat< 
ural  resources — coal  and  oil  and  natural 
gas.  Reflecting  this  energy  play,  tho 
stock  prices  of  Burlington  Northern,  San 


Complete  deregulation  may 
not  be  in  the  cards,  but 
chances  are  overwhelming 
that  the  country  will  get  in- 
creasing doses  of  it  in  the  fu- 
ture— regulation  seems  to  be 
an  idea  whose  time  has  gone. 


ta  Fe  and  Union  Pacific  went  up  an  aver- 
age of  60%  over  the  past  year.  The  Santa 
Fe  produces  about  44,500  barrels  of  oil  a 
day,  about  half  of  which  is  a  heavy  oi| 
that  brought  $5.50  a  barrel  until  deregula 
tion.  Now  they  are  getting  about  $18. 

Railroaders  want  deregulation,  mainly 
because  they  want  the  freedom  to  aban- 
don unprofitable  trackage  and  manipu- 
late rates.  "The  railroads  would  compete 
a  lot  better  with  the  trucks  if  they  didn't 
have  to  serve  all  the  communities  they 
are  serving,"  says  Armellino. 

If  trends  for  the  first  nine  months  of 
1979  hold  in  the  last  quarter,  railroad 
earnings  will  probably  be  up  from  $307 
million  to  some  $500  million  (and  might 
even  approach  $600  million)  this  year,, 
even  though  traffic  slowed  in  the  first 
nine  weeks  of  the  fourth  quarter,  when 
traffic  in  automobiles  and  forest  products 
dropped.  Says  Downing  B.  Jenks,  presi- 
dent of  the  Missouri  Pacific  Railroad, 
"This  year  should  be  about  the  same  as 
1979."  Efficient  roads  like  the  Southern 
should  fare  well  in  1980. 

Complete  deregulation  of  rail  and 
trucking  may  not  be  in  the  cards,  but  the 
chances  are  overwhelming  that  the 
country  will  get  increasing  doses  in  the 
years  to  come — regulation  seems  to  be 
an  idea  whose  time  has  come  and  gone. 
Could  it  be  then  that  the  railroads  are 
really  on  the  verge  of  their  long-predicted 
renaissance?  That  oil  prices  and  dereg- 
ulation have  changed  the  odds?  That  this 
time  the  tide  really  has  turned  against 
the  truckers?  This  is  an  area  where  pre- 
dictions are  especially  dangerous,  but  it 
could  well  happen.  ■ 
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Our  challenge  for  the  1980's 


Helping  industry  manage 
the  $400  billion  cost  of 
physical  distribution. 


There's  a  new  management 
science — physical  distribution — 
that's  emerging  as  one  of  the  most 
important  cost  controls  ever  put 
to  use.  And  Leaseway  Transporta- 
tion is  in  the  driver's  seat. 

Over  $400  billion  a  year  are 
spent  on  the  physical  distribu- 
tion of  goods.  And  a  recent  study 
by  A.T.  Kearney,  Inc.,  finds  that 
at  least  $40  billion  of  that  can  be 
saved  through  improved  man- 
agement and  operations. 

Traffic  and  Transportation... 
the  Keys  to  Success 

It's  here  that  Leaseway 
Transportation  is  achieving  its 
impressive  growth.  Success  has 
come  through  flexibility,  the 
ability  to  tailor  services  to  cus- 
tomer needs,  to  custom-design 
systems  for  physical  distribution. 
To  optimize  the  mix  of  vehicles, 
manpower,  warehousing,  financ- 
ing, maintenance  and  other  serv- 
ices that  can  drive  down  the  cost 
of  physical  distribution. 

Steady  Growth 

Although  Leaseway  Trans- 
portation traces  its  history 


back  to  the  days  of  horse  and 
wagon,  its  modern  record  of 
growth  began  in  the  60's.  Since 
1974,  when  physical  distribution 
came  to  the  attention  of  the  busi- 
ness world,  remarkable  gains 
have  been  achieved. 

Despite  double-digit  infla- 
tion, economic  slowdown,  and 
escalating  labor  and  fuel  costs, 
record  revenues  and  earnings 
continue  to  be  posted.  In  keep- 
ing with  the  goal  of  paying 
approximately  40%  of  the  prior 
year's  net  earnings  in  dividends, 
the  quarterly  dividend  was 
increased  to  $.30  in  January, 
1979,  and  in  November  to  $.325, 
payable  January  10,  1980. 

The  Future  Looks  Good 

As  the  economy  moves  into 
the  80's,  energy  costs,  capital  avail- 
ability, and  increased^ 
trucking  deregula- 
tion will  cause 
more  busi- 
nesses to 
evaluate 
their 


physical  distribution  manage- 
ment functions. 

Leaseway  Transportation 
has  already  demonstrated  its 
abilities  in  this  area.  The  Com- 
pany's management  teams  are 
ready  with  systems  that  can  be 
adapted  to  almost  any  size  and 
type  of  operation.  Acquisitions 
in  strategic  markets  and  geo- 
graphic areas  are  under  active 
pursuit.  And  improved  and  en- 
larged computer  programs  are  in 
place  to  provide  precise  controls. 

Financial  Reports  Available 

If  you'd  like  to  know  more 
about  Leaseway  Transportation, 
write  to  the  Corporate  Commu- 
nications Department,  Leaseway 
Transportation,  3700  Park  East 
Drive,  Cleveland,  Ohio  44122. 
We'll  also  give  you  an  overview 
of  our  company,  its  philosophies, 
and  an  outlook  for  the  future. 
You'll  get  a  good  idea  of 
where  the  science  of  physical  dis- 
tribution management  is  head- 
ing... with  Leaseway  Transporta- 
tion firmly  in  the  driver's  seat. 


Leaseway  Transportation 

Driving  down  the  cost  of  physical  distribution. 


Right  now  it  looks  as  though  some  IBM  problems  will 
give  the  competitors  a  repriei  'e  this  year  They  need  it. 


Information 
processing 


WHEN  WILL  THE  OTHER  SHOE  DROP?  IBM  threw  the 
industry  into  a  pricing  uproar  last  January  with  its 
new  medium-size  computers.  The  4300  series  did 
such  things  as  bring  Itel  to  the  brink  of  destruction  and  cause 
the  price  of  Amdahl  stock  to  drop  60%.  But  everyone  knows 
IBM  has  another  shock  for  the  industry — new  large-scale  com- 
puters to  go  with  the  medium-size  ones.  The  new  series  has  a 
name  already,  the  H  Series,  even  though  IBM  has  yet  to 
acknowledge  its  existence.  IBM  keeps  its  plans  to  itself,  but 
the  H  Series  was  supposed  to  be  coming  to  market  about  now. 

But  it  isn't — at  least  not  soon.  Frank  Kline,  director  of 
industry  studies  at  International  Data  Corp.,  the  computer 
consulting  and  market  research  firm,  explains  the  reason: 

"IBM  is  delivering  some  4341s  using  old  16K  memory  chips 
instead  of  the  much  newer,  more  dense  64K  chips  they  were 
supposed  to  have.  To  avoid  lengthy  delivery  delays  and  cus- 
tomer defections,  they  are  buying  16K  chips  from  other  semi- 


conductor suppliers.  That  means  they're  having  importac 
production  problems  on  the  64K  chips.  They  need  64K  chip 
for  the  big  computers,  and  if  they  can't  supply  enough  for  th 
medium-size  models,  how  can  they  hope  to  supply  the  big  one 
when  they  come  out?" 

The  guessing  now  is  that  the  other  shoe  will  drop  late  th 
year — or  early  next — but  actual  deliveries  won't  come  unt! 
well  into  1981.  But,  says  analyst  Gideon  Gartner,  whos 
Gartner  Group  qualifies  as  one  of  Wall  Street's  leading  IBiV 
watchers  through  its  association  with  Dillon  Read,  don't  loa 
for  the  reprieve  to  have  spectacular  effects  on  the  bottom  lin 
for  the  competition.  IBM  has  been  cutting  sale  prices  muc 
more  than  lease  rates  on  its  existing  large  computers.  Say 
Gartner:  "I  think  margins  in  general  peaked  in  1979,  and  wi 
be  under  pressure  in  1980."  Gartner  expects  IBM,  howeve 
"will  be  starting  to  come  out  of  the  technical  problems  cause 
by  its  new  product  introductions.  It  will  be  coming  down  th 


The  doctor's  winning  formula 


In  his  plain  office  in  Wang  Laboratories  headquarters,  re- 
served Dr.  An  Wang  flips  through  customer  letters,  unusual- 
ly chatty  after  his  recent  analysts'  meeting.  "You  know, 
IBM  was  1,000  times  bigger  than  us  ten  years  ago.  This  year 
they  will  be  only  50  times  bigger,"  he 
jests,  smiling  behind  his  pipe.  "Ex- 
ponentially, we're  gaining  on  them." 

"The  doctor,"  as  everyone  at  his 
company  refers  to  him,  is  a  spare, 
bright-eyed  CEO  who  taught  at  Har- 
vard and  did  pioneering  work  on  mag- 
netic core  memory,  the  basis  for  all 
modern  computer  technology.  He 
founded  the  company  in  1951. 

Wang  Labs  is  the  exuberant  little 
guy  among  the  computer  giants.  Its 
word  and  data  processing  systems 
with  CRT  displays,  its  virtual  storage 
systems  and  two  new  hybrid  systems 
that  combine  word  and  data  process- 
ing help  Wang  perform  spectacularly. 
Stock  bought  in  October  1977  for  $10 
a  share  was  worth  $66  after  last  June's 
stock  split. 

In  fiscal  1979  (June  30),  revenues 
climbed  62%  to  $322  million,  earn- 
ings 83%  to  $29  million,  or  $1.17  a  share.  With  a  $163 
million  backlog — in  this  recession  year— Wang  should  earn 
over  $1.60,  up  37%.  No  wonder  Wang  could  sell  over  a 
million  new  shares  to  the  public  in  August,  even  though  the 
computer  securities  were  under  pressure  from  IBM's  earn- 
ings weakness  and  huge  debt  offering. 


The  doctor  is  a  dominant  force,  but  he  is  surrounded  by 
strong  managers  and  a  young,  aggressive  staff.  Number  two 
man  John  Cunningham,  36,  is  a  burly,  candid  M.B.A.  with  a 
South  Boston  accent  who  explains,  "We  work  hard  to  create 
an  atmosphere  where  good  people  can 
motivate  themselves — it's  one  of  the 
hottest  development  atmospheres 
around." 

In  1972  Wang's  main  market  was 
calculators.  When  the  bottom  fell  out, 
the  company  moved  up  to  small  busi- 
ness computers  and  word  processors. 
In  1976  two  top  managers  split  over 
whether  the  company  should  pursue 
word  or  data  processing.  The  doctor 
gave  them  both  the  okay.  But  they 
had  to  use  most  of  the  same  compo- 
nents. So  Wang  was  first  to  offer  inte- 
grated office-of-the-future  systems. 

Dr. -Wang  wants  to  be  sure  of  get- 
ting good  people.  His  family  organized 
the  Wang  Institute  of  Graduate  Stud- 
ies. "The  schools  just  aren't  turning 
out  the  practical,  development-orient- 
ed people  we  need,"  he  says. 

Meanwhile,  Wang's  overseas  oper- 
ation got  massacred  last  year,  generating  33%  of  revenues 
but  no  profit.  As  Cunningham  told  analysts:  "We  just  didn't 
have  the  hands-on  guidance  we  have  here."  Even  so,  the 
company  brought  8.9%  of  revenues  down  to  net — 24.4%  of 
North  American  revenues.  Imagine  if  Europe  starts  making 
money,  too. 
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The  Gas 
®ption 


Gas:  America's  most 
efficient  energy  system. 


A  thorough  study  of  energy  alternatives  leads  to  one  ines- 
capable conclusion:  no  major  energy  delivery  system  is 
more  efficient,  economical  or  environmentally  benign  than 
the  gas  delivery  system. 

At  its  heart  is  the  one-million-mile  gas  pipeline  network- 
already  in  place  and  virtually  irreplaceable  today  at  any  price. 

Through  this  network  flows  more  than  half  of  America's 
residential  home  heating  energy,  and  nearly  40%  of  the 
energy  used  by  industry  and  agriculture.  As  this  vast  supply 
of  clean  natural  gas  moves  to  market,  only  minimal  amounts 
of  energy  are  used  in  transmission.  That's  energy  efficiency* 

The  result:  when  total  fuel  resource  efficiencies  are  mea- 
sured, gas  emerges  as  our  most  efficient  form  of  energy.  For 
example,  gas  heating  is  nearly  twice  as  efficient  as  electric 
resistance  heating.  In  fact,  compared  to  any  form  of  electric 
space  heating,  including  the  heat  pump,  gas  is  more  efficient. 


Potential  gas  supplies  to  keep  these  pipelines  flowing  at 
capacity  are  enormous.  Studies  show  that  by  the  year  2000 
the  gas  industry  could  be  providing  substantially  more 
energy  than  it  does  today. 

There's  much  more  gas  still  underground  than  we've 
used  so  far.  And  there  are  supplemental  sources  like  Alaskan 
gas  and  liquefied  natural  gas  (LNG).  More  gas  is  locked  in 
our  vast  coal  reserves— and  it's  far  more  economical  to  turn 
coal  into  gas  and  ship  it  via  pipeline  than  to  convert  it  into 
electricity  and  ship  it  by  wire. 

The  cost  of  creating  new  energy  transportation  and  dis- 
tribution systems  and  the  many  hidden  environmental  costs 
make  our  already  existing  pipeline  an  important  national 
asset. 

What  we  need  today  and  tomorrow— clean,  efficient, 
economical  energy— the  gas  system  delivers. 


America  s  gas  energy  pipeline  system 


Gas:  The  future  belongs  to  the  efficient. 

"For  more  information,  write  to  American  Gas  Association.  Dept  12-00,1515  Wilson  Blvd  ,  Arlington.  Va  22209 


learning  curve  of  production  at  the  factory,  and  will  finally  be 
shipping  the  |new]  4300s  in  quantity.  The  other  manufacturers 
still  have  to  cope  with  their  versions  of  those  problems — they 
lag  IBM  in  the  cycle — and  cope  with  the  4300  at  the  same 
time."  Which  is  just  another  way  of  saying  that  IBM,  as  usual, 
has  the  competition  jumping  just  to  keep  up.  Again  excepting 
IBM  with  its  new  product,  1980  prom-  ^^^^^^^^^^^^ 

to  be  a  relatively  slow  year  in  the 
computer  business.  International  Data 
Corp.  is  forecasting  only  a  12%  or  so 
increase  in  shipments  for  the  industry — 
slow  growth  by  computer  standards. 
Harry  Edelson,  the  normally  exuberant 
computer  and  telecommunications  ana- 
lyst for  Drexel  Burnham  Lambert,  is  pre- 
dicting earnings  gains  this  year  only  in 
the  10% -to- 15%  range  for  IBM,  Bur- 
roughs, Control  Data  and  NCR — and  less 
than  5%  earnings  gain  for  more  cyclical  Honeywell. 

This  year  is  just  another  way  station  on  the  route  as  the 
computer  technological  revolution  continues  to  transform  so- 
ciety and,  in  the  process,  continually  transforms  itself.  Take 
the  apparent  IBM  push  in  mainframe  computers.  "The  other 
mainframers  are  being  crowded  by  IBM  on  several  fronts," 


Software  and  services  in  many 
small  systems  cost  as  much  as 
or  more  than  the  hardware. 
The  time  is  not  far  off  when 
software  will  become  more 
than  50%  of  most  systems — 
perhaps  within  five  years. 


asserts  Gartner.  "Data  security,  mass  storage  systems,  nonii 
pact  printers — the  whole  industry  benefits  from  explosive  d 
mand  growth,  yet  I  see  no  reason  why  that  trend  shod, 
reverse  in  the  foreseeable  future,  not  if  IBM  is  spending  $1 
billion  a  year  on  research  and  each  of  the  others  is  spendi; 
$150  million,  and  if  IBM  is  getting  more  pragmatic  about  son 
^^^^^^^^^^^^    of  its  blue-sky,  dead-end  projects. 
HHHiHi^l^B       "The  others  will  be  less  success: 
proselytizing  users  and  have  to  look 
their  existing  customer  bases.  They  wt 
have  to  develop  specialized  niches 
their  own,  where  they  can  hold  on  to  ai 
remain   competitive   against  IBM 
you're  a  Burroughs,  and  your  mainfran 
business,  net  of  loss  to  IBM  and  others 
growing  around  8%,  maybe  you  can  d 
velop  enough  diversification  both  inte 
nally  and  externally  to  bring  your  corp 
rate  growth  rate  up  to  14%.  But  as  you  do,  the  part  growing 
8%  will  gradually  become  less  of  the  whole." 

So  Control  Data  already  concentrates  on  computer  servici 
as  well  as  the  very  large  scientific  computers;  NCR  conce 
trates  on  retail-chain  systems;  and  Honeywell  pushes  eV 
harder  into  the  minicomputers  and  distributed-processii 


Information  Processing 

Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

5-year 
average 

5 -year 
rank 

latest 
12 

months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-year 
rank 

Computers 

Computer  Sciences 

41.0% 

1 

31.5% 

1.2 

16.1% 

7 

15.6% 

4.3% 

16.4  % 

9 

D-P 

Amdahl 

32.3tt 

2 

17.4 

0.2 

15.8 

1 

36.7tt 

9.9 

*  * 

Storage  Technology 

27.2 

3 

32.6 

0.6 

21.9 

6 

16.0 

8.6 

44.8 

2 

53.7% 

1 

Data  General 

24.0 

4 

24.5 

0.3 

20.7 

2 

23.1 

9.8 

49.5 

1 

39.6 

3 

IBM 

21.9 

5 

22.3 

0.0 

21.8 

3 

21.2 

13.4 

13.5 

11 

13.9 

12 

Wang  Laboratories 

21.3 

6 

31.1 

0.9 

19.1 

10 

14.5 

8.7 

32.3 

5 

25.5 

6 

Automatic  Data  Processing 

21.3 

7 

21.3 

0.1 

17.9 

4 

19.9 

8.9 

29.4 

6 

22.7 

7 

Hewlett-Packard 

18.0 

8 

19.6 

0.0 

18.9 

5 

17.4 

9.1 

21.7 

8 

22.6 

8 

Digital  Equipment 

17.0 

9 

17.4 

0.3 

14.7 

9 

15.5 

10.1 

37.4 

3 

32.8 

4 

NCR 

16.7 

10 

17.2 

0.3 

14.9 

12 

12.5 

7.9 

8.7 

14 

42.1 

2 

Itel 

15.3 

11 

def 

2.6 

def 

15 

7.8 

def 

34.9 

4 

29.6 

5 

Burroughs 

14.5 

12 

15.0 

0.1 

13.5 

11 

12.5 

10.6 

13.8 

10 

16.0 

9 

Sperry 

14.2 

13 

15.1 

0.3 

10.9 

13 

10.3 

5.6 

10.3 

13 

14.8 

11 

Honeywell 

12.3 

14 

16.7 

0.2 

12.7 

14 

9.2 

5.8 

7.4 

15 

11.6 

13 

Control  Data 

7.4 

15 

11.0 

0.4 

8.6 

16 

6.0 

3.8 

13.0 

12 

16.0 

10 

Memorex 

26.2 

0.7 

12.9 

7 

15.6 

5.8 

27.1 

7 

D-P 

Medians 

18.0 

18.5 

0.3 

15.4 

15.6 

8.7 

21.7 

22.7 

Copiers  &  Office  Equipment 

Savin 

44.7  % 

1 

52.3% 

0.9 

34.3% 

1 

32.5  % 

11.2% 

31.1% 

1 

68.8% 

1 

Pitney-Bowes 

19.0 

2 

21.6 

0.4 

15.0 

4 

13.0 

6.1 

13.0 

5 

35.4 

2 

Moore  Corp 

18.3 

20.0 

0.2 

16.0 

3 

13.9 

6.9 

15.4 

4 

9.7 

3 

Xerox 

17.8 

4 

19.1 

0.3 

16.3 

2 

14.4 

8.1 

15.5 

3 

9.0 

4 

Nashua 

14.6 

5 

21.7 

0.3 

16.9 

5 

10.9 

4.4 

17.6 

2 

8.1 

5 

AM  International 

2.1 

6 

0.6 

0.4 

1.9 

6 

2.7 

0.2 

6.8 

6 

-12.8 

6 

Bell  &  Howell 

def 

7 

def 

0.3 

def 

7 

0.0 

def 

5.8 

7 

P-D 

7 

Medians 

17.8 

20.0 

0.3 

16.0 

13.0 

6.1 

15.4 

9.0 

Industry  Medians 

17.9 

19.6 

0.3 

15.8 

14.4 

7.9 

16.0 

19.3 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51. 

ttThree-year  average  P-D  Profit  to  Deficit.  D-P  Deficit  to  Profit;  not  ranked  def  Deficit  *  *Not  available:  not  ranked 


172 


FORBES,  IANUARY  7,  1981 


Energy-saving  transportation 
Energy-producing  resources 


Santa  Fe  progress 


Energy — the  plus  contributing  to  the  strength  and  growth  of  the  Santa  Fe. 

Our  energy-efficient  transportation  operations  are  setting  all-time 
records,  as  Piggy-Back  rail  service  and  unit  trainloads  of  coal  continue  to 
increase  in  number  to  meet  the  nation's  increasing  needs  for  fuel-saving 
transportation. 

Our  energy-producing  resources  group  is  pumping  nearly  45,000  barrels 
of  oil  a  day,  31  million  cubic  feet  of  gas  and  has  approximately  663  million 
tons  of  proven  coal  reserves. 


For  information  about  the  many  ways  we  can  serve  you,  write  or  call: 

SANTA  FE  INDUSTRIES,  INC.,  224  S.  Michigan  Ave., 
Chicago,  III.  60604,  (312)  427-4900 


Call  OPPD. 

Ask  for  Tom  Gage. 


He'll  deliver 
coal  and  nuclear 
generated  energy 
to  your  new  site. 

Tom  Gage  is  Omaha  Public  Power 
District's  industrial  development  expert. 
He  can  show  you  that  Omaha- 
Southeastern  Nebraska  is  loaded  with 
dependable  electric  power  produced 
by  western  coal  and  nuclear  fuel.  A 
new  575,000-kw  coal  fired  generation 
plant  began  operation  in  1979,  and  the 
457,000-kw  Fort  Calhoun  nuclear  plant 
has  produced  more  than  50%  of  the 
District's  generation  during  the  past 
two  years.  This  combination  of  fuel 
sources  will  ensure  OPPD  customers 
an  adequate  supply  of  electric  power  at 
reasonable  rates.  If  you  want  specific 
answers  to  specific  questions,  give 
Tom  a  call  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 

(Complete  or  attach  business  card)  2-1 

Tom  Gage,  Manager  of  Area 
Development 

Omaha  Public  Power  District 
1623  Harney  St. 
Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 

Name  

Title  .  


Company 
Address 
City  


State 


-Zip- 


FallOUt  for  Xerox  from  a  falling  out? 


Look  for  Xerox  to 
make  a  very  deter- 
mined push  this  year 
just  where  it's  weak- 
est— in  .  the  low- 
priced  copier  market. 
The  giant  apparently 
has  tired  of  losing 
market  share  to  the 
upstarts  in  the  field, 
and  is  ready  with  new 
low-priced  copiers  of  its  own. 

Meanwhile,  the  upstarts,  Savin 
Corp.  and  Nashua  Corp.,  and  their 
Japanese  supplier,  Ricoh  Co.,  have 
ended  the  agreement  by  which  the 
three  split  the  world  up  three  ways  to 
market  the  Savin-designed,  Ricoh- 
built  machine.  Now  the  three  will  be 
battling  among  themselves.  Savin, 


which  is  a  dwarf  nex 
to  Xerox  ($300  mil 
lion  revenues /  .v.  mor< 
than  $6  billion),  wil 
have  to  learn  how  t< 
manufacture  its  owr 
copiers.  Nashua  has 
an  even  tougher  proh 
lem  though  it  is  twice 
as  large  as  Savin.  I 
will  not  only  have  tt 
manufacture  a  machine  but  also  have 
to  build  up  a  U.S.  sales  network.  (Na 
shua's  contribution  was  a  sizable 
overseas  sales  net.)  Meanwhile,  Ricol 
is  throwing  away  its  best  marketing 
channels  in  breaking  with  the  two 
companies. 

So  it  looks  like  Xerox  may  have  a 
shot  at  this  market,  too. 


fields,  which  are  hot  now  and  where  IBM 
is  just  becoming  aggressive. 

The  cost  per  unit  of  computing  power 
drops  15%  a  year,  except  for  years  like 
1979  when  it  drops  faster,  while  the  cost 
of  associated  software  and  services  slow- 
ly rises,  being  labor-intensive.  Conse- 
quently, the  very  area  IBM  itself  seems 
to  be  pushing  hardest,  mainframe  hard- 
ware, is  gradually  declining  in  relative 
economic  importance.  Already,  software 
and  services  in  many  small  systems  cost 
as  much  as  or  more  than  the  hardware. 
Overall,  they  now  average  about  35%  to 
40%  of  a  systems  package  (though  only 
5%  to  10%  is  expressly  billed  as  software 
and  maintenance  to  the  user).  The  time 
is  not  far  off  when  the  lines  will  cross 
and  software  will  become  more  than 
50% — Gartner  guesses  well  within  the 
next  five  years.  Then  the  big  dollars  in 
the  computer  business  will  more  and 
more  be  found  in  the  peripherals,  the 
software  and  the  services.  Even  for  main- 
framer  IBM,  maybe  $7  billion  of  its  1983 
$33  billion  of  revenues  in  data  processing 
will  be  software. 

This  swing  toward  software  is  creating 
a  serious  bottleneck.  Only  19,000  elec- 
tronics engineers  came  out  of  school  last 
year,  while  32,000  were  needed,  mostly 
in  software  applications.  One  main  rea- 
son minicomputers — and  hence  produc- 
ers like  Data  General  and  Digital  Equip- 
ment— are  growing  perhaps  25%  a  year 
instead  of  even  more  is  their  inability  to 
supply  enough  kinds  of  software  and  ser- 
vices for  all  the  possible  applications. 

Another  pressing  problem  is  commu- 
nications: the  simple  transmission  of 
data  from  one  place  to  another,  terminal 
to  computer  or  computer  to  computer. 
Already  the  cost  of  leased  telephone  lines 
is  burdensome  to  owners  of  far-flung  sys- 
tems— people  like  Sears,  Roebuck  and 
Ford  Motor.  That's  why  IBM  and  others 
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have  got  together  to  offer  satellite  s 
terns  to  bypass  the  phone  lines  (Forb 
Wot'.  /,  1977). 

Progress  in  both  these  areas  shou 
mean  further  growth  for  service  comj 
nies  like  Automatic  Data  Processing  a 
Computer  Sciences.  A  subindustry 
tiny  software  "boutiques"  may  emei 
to  go  with  the  estimated  3,000  sma 
systems  companies  that  already  exist. 

Meanwhile,  what  of  the  plug-compai 
blc  producers  (whose  equipment  f 
with  IBM's)?  Those  that  can  survive  t 
current  price  revolution  will  have 
bright  future.  "Users  will  always  want 
second-source  IBM,"  points  out  Gartm 
who  can  see  himself  recommending  An 
dahl  again  one  of  these  days — though  n 
now.  "Maybe  after  they  respond  to  the 
Series.  It's  not  a  question  of  their  survi 
al,"  he  says.  "It's  just  that  earnings 
share  may  well  get  worse  for  them  befo 
they  get  better." 

How  far  will  the  technology  advanc 
The  makings  for  the  next  eight  or  U 
years  are  already  working  in  the  lab 
This  next  generation  will  incorporate 
called  Josephson  junctions,  which  w 
multiply  computing  power  by  using  tl 
superconducting  properties  of  certa 
metals  cooled  to  near  absolute  zero.  Ele 
tron-beam  masking  technology  has  bee 
developed,  and  should  shrink  the  si: 
and  hence  the  inherent  costliness  of 
processing  unit  by  another  order  of  ma, 
nitude,  that  is,  by  another  factor  of  tei 
We  have  already  come  down  four  or  fh 
orders  of  magnitude  from  the  earl 
postwar  days  of  the  first  vacuum-tut 
ENIAC,  and  there  are  at  least  three  moi 
to  go  before  the  laws  of  quantum  m 
chanics  call  a  halt  to  the  advance. 

Meanwhile,  the  surface  has  only  bee 
scratched  in  finding  new  ways  of  exploi 
ing  existing  technology,  never  min 
ways  to  use  the  new.  ■ 
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glass-ceramic  can  be  machined  easily  into  a  variety  of  shapes  with  conventional  cutting  tools 


The  corporate  objective  of 
Corning  Glass  Works  is  to  pursue  excellence 
in  glass  worldwide,  making  this 
family  of  materials,  its  related  products, 
and  its  corollary  technologies 
the  most  unusual  and  useful  in 
our  civilization. 


CORNING 


Even  a  moderate  recession  might  well  deliver  a 
devastating  blow  to  some  middle-level  retailers. 


Retail  distribution 


Howard  Davidowitz,  the  man  in  charge  of  national  retail 
consulting  services  for  the  accounting  firm  of  Ernst  & 
Whinney,  puts  a  few  forkfuls  of  food  into  his  mouth, 
swallows  and  talks  about  what  it  will  take  to  survive  as  a 
retailer.  "The  businesses  that  are  most  threatened  now,"  he 
says,  "are  the  medium-size  guys  who  don't  have  access  to 
financial  markets,  high  promotion  and  high  talent.  They  will 
be  aggressively  acquired  by  Americans  and  foreigners,  if  only 
from  the  perspective  of  its  being  cheaper  to  buy  than  to  build." 
Davidowitz  chomps  on  his  cigar  and  goes  on.  "To  stay  put  and 
do  business  as  usual  is  the  most  dangerous  thing  that  manage- 
ment can  do,"  he  says.  "What  they  have  to  do  is  get  up  and  get 
going,  or  sell  out  fast  if  they  can't  stomach  it." 


Retailing  is  changing  as  big  companies  get  bigger  in  what  is 
slow-growth  industry.  The  28  largest  general-merchandise  n 
tailing  companies  now  account  for  41%  of  the  sales  dollar,  14 
from  36%  in  1974.  For  the  most  part,  those  gains  come  out 
someone's  hide,  rather  than  from  an  expanding  market.  "It 
like  being  in  the  brokerage  business,"  says  Stuart  Robbins, 
retail  industry  analyst  with  Paine  Webber  Mitchell  Hutchinj 
"You  have  to  climb  over  the  dead  bodies  to  get  ahead."  Might 
Sears,  Roebuck  can  testify  to  that:  A  good  part  of  K  mart 
gains  came  from  Sears'  hide. 

If  Sears  is  vulnerable,  how  much  more  so  are  some  middl 
size  retailers  and  specialty  chains,  which  are  facing  increasin 
competition  from  the  big  boys  who  are  pushing  to  keep  the 
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Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 



5-year 

5-year 

12 

equity 

12 

5-year 

5-year 

profit 

5-year 

5-year 

5 -year 

5-year 

Company 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Department  Stores 

Dayton  Hudson 

23. 1% 

20.6% 

0.3 

1 7.0% 

1 

16.1% 

5.1% 

13.7% 

2 

31.8% 

1 

Mercantile  Stores 

15.5 

2 

14.7 

0.4 

10.8 

3 

12.6 

4.1 

12.2 

5 

12.5 

6 

Federated  Dept  Stores 

14.7 

3 

13.1 

0.2 

10.9 

2 

13.2 

3.5 

12.6 

4 

10.4 

8 

R  H  Macy 

14.7 

4 

18.4 

0.5 

12.7 

6 

9.7 

4.0 

9.7 

9 

15.7 

4 

Allied  Stores 

14.0 

5 

13.7 

0.6 

9.6 

8 

9.4 

4.0 

6.4 

14 

19.4 

3 

May  Dept  Stores 

13.7 

6 

13.8 

0.7 

9.1 

j> 

9.0 

3.6 

10.5 

7 

13.7 

5 

Garfinckel  Brooks  Bros 

13.4 

7 

14.6 

0.8 

9.6 

7 

9.6 

3.6 

10.3 

8 

8.5 

9 

Carson  Pirie  Scott 

13.0 

8 

12.7 

0.7 

8.2 

8.4 

2.9 

5.8 

15 

19.6 

2 

J  C  Penney 

12.9 

9 

10.5 

0.4 

8.3 

4 

10.9 

2.2 

11.3 

6 

8.2 

10 

Carter  Hawley  Hale 

12.8 

10 

13.2 

1.0 

7.7 

12 

8.4 

2.9 

13.6 

3 

5.8 

13 

Sears,  Roebuck 

12.6 

11 

12.3 

0.3 

10.1 

10.5 

5.0 

7.8 

11 

6.1 

11 

Strawbridge  &  Clothier 

10.7 

12 

10.4 

0.7 

7.3 

10 

8.5 

3.2 

9.3 

10 

11.0 

Dillard  Dept  Stores 

9.9 

13 

10.0 

1.6 

5.6 

16 

6.6 

1.9 

19.3 

1 

5.9. 

12 

Gamble  Skogmo 

9.3 

14 

10.4 

2.1 

7.0 

14 

6.9 

1.1  " 

5.1 

17 

-0.1 

16 

Associated  Dry  Goods 

8.9 

15 

8.7 

0.3 

7.1 

13 

7.4 

2.5 

7.8 

11 

0.6 

15 

Marshall  Field 

8.1 

16 

8.6 

0.4 

6.2 

15 

6.8 

2.4 

7.6 

13 

-0.8 

17 

Alexander's 

7.1 

17 

6.3 

1.2 

4.6 

17 

4.6 

0.9 

5.4 

16 

4.1 

14 

Goldblatt  Brothers 

0.1 

18 

def 

1.0 

def 

18 

1.4 

def 

3.8 

18 

^17.0 

18 

City  Stores 

def 

19 

def 

0.9 

def 

19 

def 

def 

-1.4 

19 

D-D 

19 

Medians 

12.8 

12.3 

0.7 

8.2 

8.5 

2.9 

9.3 

8.2 

Discount  &  Variety  Stores 

Wal  Mart  Stores 

30.4% 

1 

27.7% 

0.8 

17.7% 

1 

22.1% 

3.1% 

40.2% 

1 

35.7% 

1 

Caldor 

23.9 

2 

26.2 

1.3 

13.5 

2 

16.9 

3.5  ' 

22.3 

2 

21.5 

3 

K  mart 

20.1 

3 

18.9 

0.8 

12.5 

3 

15.8 

2.9 

20.2 

4 

21.5 

3 

Kings  Dept  Stores 

19.7 

4 

18.0 

1.0 

10.5 

4 

15.5 

2.8 

12.2 

8 

13.8 

5 

Household  Finance 

15.7 

5 

17.4 

2.0 

7.2 

9 

-7.3 

3.7 

12.4 

7 

9.0 

8 
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In  1872,  an  ambitious  young  carpenter 
got  his  start  in  Cleveland.  His  international 
company  is  still  thriving  there,  today. 


It  was  April.  Young  Samuel  Austin  was 
headed  for  America.  He  had  left  his  job  in 
Grantham,  England,  taking  only  his  carpenters 
tools. 

Later,  he  wrote:  "We  had  heard  that  large 
numbers  of  men  were  needed  to  rebuild  Chicago 
after  The  Great  Fire.  Some  of  us  had  agreed  to 
leave  for  America,  but  when  the  time  came  to 
depart,  all  the  others  backed  out.  I  decided  to 
go  alone !' 

Just  over  a  decade  later,  in  Cleveland 
instead  of  Chicago,  Austin  had  already  built  the 
workshop  shown  in  the  left  of  the  photo  below. 
Located  directly  behind  his  residence  at  the 
right,  it  supplied  doors  and  sash  for  his  growing 
construction  business. 

Today,  The  Austin  Company  is  an  inter- 
national organization  with  design,  engineering 
and  construction  experience  that  encompasses 
virtually  every  type  of  commercial,  industrial 
and  institutional  facility.  The  company's  offices 
throughout  the  world  combine  local  purchasing, 
hiring  and  sensitivity  with  international  scope 
and  expertise. 

Austin  offers  a  full  range  of  services— from 
consulting  through  interior  furnishing— all  pro- 
vided with  undivided  responsibility.  For  more 
information,  contact  The  Austin  Company, 
Cleveland,  Ohio,  44121. 


One  current  project,  above,  is  an  aircraft  manufac- 
turing, maintenance  and  overhaul  base  near 
Athens,  Greece,  designed  and  under  construction 
for  Hellenic  Aerospace  Industries. 


THE  AUSTIN 
COMPANY 


DESIGNERS  •   ENGINEERS  •  BUILDERS 


FROM  THE  DAY  YOU'RE  BORN, 
FORMS  ARE  A  PART  OF  YOUR  LIFE; 


Small  wonder  we're  committed  to 
the  forms  industry. 

Forms  manufacturers  bought 
22.8%  of  all  the  uncoated  white 
paper  sold  last  year;  their  pur- 
chases have  risen  an  average 
of  7.1%  per  year  over  the  last 
decade;  and  we're  one  of  their 
leading  paper  suppliers. 
We're  strong  in  other  major 
businesses  too. 

We  hold  leading  positions  in 
large,  basic  and  growing  busi- 
nesses—composite can  manu- 
facturing, building  materials  and 
office  products  distributing, 
to  name  three. 

We  know  where  we're  growing. 

Leading  positions  in  growing 
businesses  provide  profitable 
low  risk  growth  opportunities, 
and  we  intend  to  make  the 
most  of  them.  We  know  where 
we're  growing. 

Think  you  might  like  to  grow 
along?  Our  annual  report 
might  just  convince  you.  For  your 
copy,  contact  Irv  Littman,  In- 
vestor Relations  Manager,  Boise 
Cascade  Corporation,  One 
Jefferson  Square,  Boise,  Idaho 
83728,  (208)  384-6326. 


Boise  Cascade 
Corporation 


Represents  1978  Sales  ol 
Major  Product  Lines  Including  Joint  Ventures 


Ratio 

1.0   —-$1.50   ■ 

llllll  ..lllll  llllll 

73    74    75    76    77    '8  73   74    75    76    77    78    79  73    74    7  5    76    77  78 

Debl  to  Equity  Annualized  Dividend  Rate  Earnings  per  Share 


Annualized  Dividend  Rate 


Anatomy  of  a  new  kind  of  wood  and  paper  company.  -  Part  4 


Illume  up  and  are  becoming  nationwide  companies.  With 
Itle  growth  in  the  market,  merger  and  acquisition  becomes 

e  chief  road  to  fast  expansion  by  the  big  chains.  Thus,  last 

ar  May  Department  Stores  swallowed  Volume  Shoe  Corp., 

id  Allied  gobbled  up  12  Bonwit  Teller  stores. 

High  interest  rates  and  rapidly  rising  construction  and  oper- 

ing  costs  have  made  building  big  new  stores  costlier  than 

er,  which  makes  it  harder  for  the  ^^^^^^^^^^^^ 

arginal   companies   to   stay  even. 

Vith  interest  rates  at  alltime  highs, 

'80  will  not  be  a  year  for  major  store 

novations   or  capital  expenditures 

at  require  long-term  payout,"  says 

ngelo  Arena,  president  of  Chicago's 

arshall  Field. 

Shortage  of  capital  is  causing  some  Q 

tailers  to  look  to  unorthodox  ways  of 

ising  money.  Dayton  Hudson  Corp.  sold  its  shopping  centers 
raise  cash  for  expansion — a  deal  that  brought  in  so  much 
ore  than  book  value  that  it  made  Dayton  Hudson  the  five- 
:ar  leader  in  return  on  equity. 

In  this  unsettled  situation,  the  1980  recession  is  certain  to 
luse  casualties.  For  two  years  now,  retailers  have  expected  a 


"With  interest  rates  at  alltime 
highs,  1980  will  not  be  a  year 
for  major  store  renovations  or 
capital  expenditures  that  re- 
quire long-term  payout." 


slowdown,  but  it  hasn't  arrived.  This  time  it  is  almost  certain 
that,  early  in  1980,  big  heating  bills  (especially  in  the  North- 
east), a  drop  in  consumers'  real  income  and  the  Fed's  credit- 
tightening  will  combine  to  prevent  consumers  from  continu- 
ing the  buying  that  kept  retailers  going  in  1979.  According  to 
the  Gallup  Organization's  Jay  Schmiedeskamp,  "People  are 
just  plain  out  of  money,  and  that  causes  a  cutback  across  the 
^^^^^^^^^^^^^  board." 

Assuming  that  the  recession  does 
not  turn  into  a  depression,  however, 
stores  at  the  higher-priced  end  of  the 
retailing  spectrum  should  hold  up  fairly 
well.  "Our  specialty  stores  are  really 
flying  high,"  says  David  Waters,  CEO 
of  Garfinckel,  Brooks  Brothers,  Miller 
&  Rhoads,  not  exactly  at  the  low- 
priced  end  of  the  business.  W.A. 
Andres,  chairman  of  Dayton  Hudson,  says,  "Consumers  will 
limit  their  purchases  to  high  quality  merchandise,  but  they 
will  be  getting  along  with  one  good  suit  rather  than  two  of 
lesser  quality." 

Inflation  has  changed  people's  attitudes  toward  money. 
They  would  rather  hold  objects  than  money.  But  they  aren't 
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5-year 

5-year 

12 

equity 

12 

5-year 

5-year 
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5-year 

5-year 

5-year 

5-year 
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months 
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average 
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average 

rank 

average 

rank 

Hartfield  Zodys 

15.61 

6 

16.7 

1.9 

8.5 

5 

14.5 

1.9 

5.0 

13 

D-P 

F  W  Woolworth 

11.6 

7 

14.2 

0.7 

8.8 

8 

7.9 

2.4 

11.4 

9 

9.1 

7 

Kuhn's-Big  K  Stores 

11.3 

8 

3.9 

1.3 

5.1 

6 

10.5 

0.4 

21.2 

3 

2.1 

11 

Rose's  Stores 

10.7 

9 

1 1.0 

0.3 

9.5 

7 

9.7 

1.4 

10.4 

10 

9.0 

9 

Rapid-American 

9.8 

10 

17.1 

3.3 

6.8 

13 

5.8 

1.5 

-0.5 

15 

24.6 

2 

Zayre 

8.7 

11 

9.5 

1.4 

6.3 

12 

5.8 

0.9 

7.5 

12 

6.8 

10 

Pamida 

6.1 

12 

def 

0.5 

1.5 

10 

6.5 

def 

16.6 

6 

-9.1 

13 

G  C  Murphy 

5.6 

13 

3.6 

0.6 

3.9 

14 

5.0 

0.7 

8.3 

11 

-3.5 

12 

Fed  Mart 

4.9 

14 

def 

1.7 

def 

11 

6.2 

def 

19.4 

5 

-12.7 

14 

Cook  United 

3.8 

15 

6.2 

1.1 

5.0 

15 

3.6 

1.1 

-6.6 

16 

10.8 

6 

Vornado 

1.6 

16 

2.7 

0.7 

3.4 

16 

2.7 

0.6 

0.6 

14 

-22.4 

15 

Medians 

11.0 

12.6 

1.1 

7.0 

7.6 

1.5 

11.8 

9.0 

Drug  Chains 

Longs  Drug  Stores 

22.9% 

1 

21.3% 

0.0 

21.3% 

1 

22.9% 

3.6% 

18.4% 

6 

17.4% 

7 

American  Stores 

20.4 

2 

22.7 

0.5 

17.7 

4 

16.9 

1.7 

25.2 

2 

24.2 

1 

Rite  Aid 

20.1 

3 

21.6 

0.2 

18.7 

3 

17.2 

4.1 

20.8 

5 

23.7 

2 

Pay'n  Save 

20.0 

4 

17.0 

0.8 

11.9 

5 

16.4 

2.8 

27.6 

1 

22.1 

3 

Revco  D  S 

19.9 

5 

20.5 

0.2 

17.3 

6 

16.1 

3.6 

25.0 

4 

20.4 

4 

Pay  Less  Drug  NW 

19.3 

6 

18.3 

0.8 

1 1.3 

7 

15.4 

3.0 

16.8 

7 

18.0 

6 

lack  Eckerd 

18.8 

7 

18.1 

0.0 

17.4 

2 

18.2 

4.4 

25.2 

2 

18.4 

5 

'  Sav-On-Drugs 

14.3 

8 

16.0 

0.2 

13.9 

8 

13.3 

2.2 

14.1 

8 

12.7 

8 

Walgreen 

13.9 

9 

19.7 

0.5 

13.8 

10 

9.8 

2.3 

6.7 

13 

11.7 

9 

Gray  Drug  Stores 

11.9 

10 

7.8 

1.4 

6.1 

11 

9.6 

0.9 

10.4 

11 

7.7 

10 

Thrifty  Corp 

11.0 

11 

15.1 

0.5 

12.8 

12 

8.8 

1.7 

12.2 

10 

4.0 

12 

Pay  Less  Drug  (Cal) 

10.9 

12 

9.3 

1.5 

6.1 

9 

10.2 

1.0 

12.5 

9 

2.0 

13 

Peoples  Drug  Stores 

10.2 

13 

15.1 

0.6 

1 1.0 

13 

8.4 

1.4 

9.2 

12 

7.2 

11 

Medians 

18.8 

18.1 

0.5 

13.8 

15.4 

2.3 

16.8 

17.4 

Specialty  Retailers 

Tandy 

42.0 

1 

45.7 

1.1 

23.6 

3 

27.2t 

7.1 

27.3 

4 

56.2 

2 

Service  Merchandise 

39.3 

2 

26.5 

1.3 

13.8 

5 

25.1 

3.3 

47.2 

1 

55.7 

3 

Avon  Products 

32.4 

3 

32.9 

0.0 

32.7 

1 

31.4 

10.8 

11.5 

14 

10.7 

11 

Petrie  Stores 

30.5 

4 

26.8 

0.0 

26.7 

2 

30.5 

10.7 

17.2 

7 

23.6 

8 

Melville 

28.6 

5 

26.3 

0.2 

24.5 

4 

26.4 

4.8 

19.0 

6 

21.7 

9 
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If  Penney 's  goes,  can  Sears  be  far  behind? 


One  of  the  traditions  of  American 
retailing  has  been  that  national  tit 
partment  store  chains  accept  only 
their  own  credit  cards.  That  policy, 
started  long  before  bank  cards  be- 
came popular,  helped  Sears  become 
the  nation's  largest  retail  credit 
card  issuer,  and  made  the  card  a 
good  sales  tool  binding  the  custom- 
er to  the  chain.  Also,  when  money 
was  cheap,  having  their  own  cards 
gave  retailers  a  nice  interest  in- 
come on  the  side.  Not  only  did  the 
store  make  money  selling  you  merchandise,  but  it  turned  a 
dollar  on  the  financing,  too. 

but  the  days  of  major  department  store  chain  exclusivity 
may  be  ending  soon,  thanks  to  13%  short-term  money  and 
a  decision  by  f.C.  Penney — the  number  two  department 
store  chain  behind  Sears— to  start  accepting  Visa  cards  at  all 
its  stores.  Pcnney's,  with  more  than  $2.6  billion  in  card 
credit  outstanding,  began  taking  Visa  in  October  and  hopes 
to  start  taking  Master  Charge  this  year. 

Why  did  Penney  give  in?  Paul  Kaltinick,  a  Penney  vice 
president,  says  that  by  accepting  Visa  cards  the  company 
will  have  a  sales  tool  that  will  take  market  share  away  from 
other  chains.  "We  felt  we  were  missing  too  much  business" 
by  not  taking  bank  cards,  he  said. 

Another  reason  for  the  change,  of  course,  is  that  taking 
bank  credit  cards  sticks  the  banks  with  the  financing  prob- 
lems. Money  costs  13% -plus,  one-third  of  your  customers 


get  a  free  ride  by  paying  their  bills 
in  full,  the  others  pay  an  average  of 
15%  interest  and  maybe  3%  are 
deadbeats.  You  can  drop  a  lot  of 
money  on  this  kind  of  financing. 
"Our  objective  has  been  to  try  to 
break  even  on  the  credit  and  make 
our  money  on  the  merchandise,' 
Kaltinick  says.  In  fact,  he  adds, 
Pcnney's  credit  card  operation  "is 
a  loss  center  at  the  moment." 

Penney  also  has  less  to  lose  from 
an  erosion  of  credit  card  business 
than  major  rivals  Sears  and  Montgomery  Ward.  Penney 
came  late  to  credit  cards — it  only  began  offering  them  in 
1958 — and  does  under  45%  of  its  sdes  on  credit,  compared 
with  55%  to  60%  for  other  major  chains. 

It's  too  early  to  tell  how  much  of  Pcnney's  Visa  business 
will  come  at  the  expense  of  Penney's  own  credit  card. 
Because  the  saving  from  handling  fewer  transactions  with 
its  own  card  is  almost  nil,  any  erosion  of  Penney's  credit 
card  business  would  raise  the  per-transaction  cost.  Kaltin- 
ick won't  say  how  much  it  cost  Penney  to  handle  its  own 
card,  but  asserts  it  is  less  than  what  Visa  is  charging — 4.3 
cents  per  ticket  plus  1.08%  of  the  sales  ticket  price. 

Discounters,  most  notably  K  mart,  began  accepting  bank 
credit  cards  years  ago,  deciding  there  was  more  money  to  be 
made  selling  merchandise  than  financing  it.  Sears  and 
Montgomery  Ward  are  now  test  marketing  bank  cards.  It 
probably  won't  be  long  before eretyonc  takes  them. 
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1 

5-year 

5-year 

12 

equity 

12 

5-year  5-year 

profit 

5 -year 

5 -year 

5-year 

5 -year 
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months 

rank  average 
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average 

rank 

average 

rank 

Best  Products 

26.5 

6 

28.4 

1.2 

15.2 

6  21.4 

3.7 

42.7 

2 

48.6 

4 

Edison  Bros  Stores 

25.8 

7 

25.5 

0.2 

20.9 

7  21.3 

6.2 

13.7 

9 

26.0 

6 

SCOA  Industries 

25.7 

8 

28.3 

1.0 

17.0 

10  15.3 

2.7 

15.1 

8 

68.9 

1 

Modern  Merchandising 

24.5 

9 

17.8 

1.2 

10.1 

8  17.6 

2.6 

34.5 

3 

32.3 

5 

Morse  Shoe 

19.1 

10 

19.0 

0.2 

16.2 

9  17.1 

4.2 

12.4 

13 

25.9 

7 

Gordon  |e\vclry 

15.4 

1 1 

20.9 

0.3 

18.0 

11  12.9 

7.5 

13.7 

10 

16.9 

10 

Beneficial  Corp 

13.6 

12 

14.2 

2.5 

6.1 

19  6.3 

5.1 

6.7 

18 

4.0 

17 

Saga  Corp 

13.0 

13 

2.7 

1.1 

3.9 

12  11.0 

0.2 

20.0 

5 

5.9 

15 

ARA  Services 

12.6 

14 

13.7 

0.4 

10.7 

15  9.8 

2.6 

12.5 

12 

6.8 

13 

Brown  Group 

12.2 

15 

15.6 

0.3 

12.8 

14         9  9 

3.5  . 

9.6 

16 

5.5 

16 

Levitz  Furniture 

1 1.8 

16 

19.1 

1.3 

10.6 

17  8.0 

3.8 

9.9 

15 

7.2 

12 

Lane  Bryant 

11.6 

17 

10.1 

0.1 

8.7 

16  9.8 

2.5 

4.6 

19 

3.2 

18 

Zale 

10.8 

18 

12.5 

0.2 

11.2 

13  10.0 

4.8 

9.5 

17 

6.2 

14 

Wickcs 

9.5 

19 

16.2 

1.0 

9.3 

18  6.4 

1.9 

12.8 

11 

3.1 

19 

Genesco 

def 

20 

12.5 

1.6 

7.0 

20  def 

1.1 

-4.4 

20 

D-D 

20 

Toys  "R"  1  s 

24.5 

0.7 

16.1 

5.2 

*  • 

Medians 

17.3 

19.1 

0.7 

13.8 

14.1 

3.8 

13.3 

13.8 

Industry  Medians 

13.2 

15.1 

0.7 

10.1 

9.9 

2.8 

12.2 

10.4 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

6.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  pane  si 

i '  i '  i  ><.  in  n  id  Deficit.  D  P  Deficit  to  Profit;  not  ranked,  del  Deficit  **Not  available;  noi  ranked 
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The  MC.the  latest  truck  design, 
specifically  built  for  intra-cify  pickup 
and  delivery. 

A  new  standard  for  short-haul  service  was  set  with 
the  introduction  of  Mack's  low-profile  cabover,  the 
MC.  A  short  BBC,  set-back  front  axle,  and  integral 
power  steering  give  the  MC  exceptional  maneuver- 
ability, while  the  wide,  deep  windshield  with  large 
side  and  rear-view  mirrors  provide  excellent  all- 
around  visibility.  That  makes  the  Mack  MC  a  real 
beauty  in  the  back  streets,  and  means  less  effort 
for  the  driver  and  greater  safety  overall.  Efficient 
use  of  fuel  and  years  of  dependable  service  are  built 
into  the  MC,  and  naturally  the  800  Mack  Parts  and 
Service  Centers  stand  ready  to  meet  your  service 
needs. 

You  expect  the  leader  to  show  the  way  into  the 
'80s  and,  with  the  Mack  MC,  the  leadership  shows. 

Mack  Trucks,  Inc.  One  of  The  Signal  Companies  05U 


TOY  BOATS 

1870-1955 
A  Pictorial  History 

By  Jacques  Milet  and  Robert  Forbes 
Foreword  by  Malcolm  Forbes 

"Beautiful  and  timeless,  they  will  conjure  up  the  fantastic  voyages 
taken  by  children  of  all  ages,  everywhere."  The  Star-Ledger 

Here  is  a  colorful  collection  of  rare  tin  and  cast-iron  toy  boats  from  the 
Nineteenth  and  early  Twentieth  Century  that  many  people  have  never  seen. 
These  exquisite  vintage  vessels,  assembled  from  auctions,  dealers  and  collec- 
tors around  the  world,  may  be  admired  and  enjoyed  for  all  time  through  the 

pages  of  Toy  Boats. 

This  magnificent  picture  book  will  delight  both  serious  antique  collectors  and 
anyone  who  is,  or  has  ever  been  admiral  of  a  bathtub  fleet. 

Hardcover  120  pages  9"  x  10%".  $24.95 
154  color,  163  black-and-white  illustrations. 


Toy  Boats  is  available  at  your  bookstore,  or  fill  out  this  coupon  and  send  S24.95  in 
check  or  money  order,  plus  $  1 .25  for  postage  and  handling  for  each  copy  you  order 
to:  Charles  Scribner's  Sons,  597  Fifth  Ave.,  New  York,  N.Y.  10017.  Please  add 
applicable  sales  tax. 

Enclosed  is  my  check  or  money  order  for  $   covering  

copies  of  "Toy  Boats  1870-1955:  A  Pictorial  History" 


Name 


Address. 


City  State  Zip  

Charles  Scribner's  Sons  2495CL 


interested  in  changing  money  for  got 
that  will  soon  wear  out.  So,  when  th 
can,  they  upgrade  their  purchases — a 
don't  hesitate  to  borrow  to  do  so.  Ss 
S.L.  Feldberg,  chairman  of  Zayre,  "The 
young  people  can  live  with  higher  lev* 
of  debt  than  I  or  my  wife  did  at  their  aj 
They  carry  it  around  with  them  all  t 
time,  with  bank  cards  and  all." 

But  while  use  of  credit  may  not  both 
the  Me  generation,  credit  costs  are  tou 
on  retailers,  who  need  cash  to  carry  i 
ventories  and  finance  expansn 
Throughout  the  industry,  therefoi 
companies  are  becoming  more  ope 
ations-conscious,  because  making  pi« 
ent  operations  tighter  can  now  be  m< 
profitable  than  expanding.  Take  Dayt< 
Hudson  again.  In  1978,  the  company  a 
nounced  plans  to  close  its  long-losn 


"Ten  years  ago  there  was  Fee 
erated  and  then  there  was  e\ 
eryone  else  running  by  th 
seat  of  their  pants.  Now  evert 
one  knows  how  to  get  goo 
management.  So  companie 
are  becoming  similar  from  th 
operations  standpoint." 


downtown  Detroit  store,  which  for  yea 
had  been  kept  open  on  the  basis  of  hop 
and  civic  do-gooding;  last  year  it  sold  1 
Team  Electronics  operation,  the  con 
pany  Dayton  Hudson  President  Stephe 
Pistner  founded  and  sold  to  DH,  and 
began  using  computers  to  schedule  salt 
personnel,  hoping  to  have  fewer  peopl 
on  the  selling  floor  during  periods  of  lo< 
traffic.  "Stores  that  don't  use  computei 
now  will  be  in  the  same  position  a 
stores  that  didn't  move  into  the  suburb 
after  World  War  n,"  says  Andres. 

David  Taylor,  an  analyst  with  Donalc 
son,  Lufkin  &  Jenrette,  says  the  qualit 
of  management  has  risen  sharply.  "Te 
years  ago,"  he  says,  "there  was  Federate 
and  then  there  was  everybody  else,  run 
ning  by  the  seat  of  their  pants.  Nov 
everyone  knows  what  to  do  to  have  goo 
management.  The  result  is  that  you  ar 
finding  a  group  of  companies  beccmin 
similar  from  the  operations  standpoint. 

But  what  was  great  during  a  period  a 
7%  debt  and  rising  real  income  may  no 
work  during  times  of  1 7%  debt  and  f allin, 
real  income.  Walter  F.  Loeb  of  Morgai 
Stanley  cx  Co.  predicts  that  overall  earn 
ings  will  range  from  flat  to  a  5%  increas 
in  1980  from  1979's  figures.  But  don't  bt 
deceived  by  that  figure;  within  the  indus 
try  there  may  well  be  some  severe  de 
clines  and  even  bankruptcies — perhap: 
not  on  the  scale  of  the  W.T.  Grant  debacle 
but  sizable  nonetheless.  For  the  middle 
range  of  retailing  companies  with  medio 
ere  management  and  without  strength 
time  may  be  running  out.  ■ 
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News,like  beauty, is  often 
in  the  eye  of  the  beholder. 

People  who  read  TIME  regularly,  subscribe  not  only  to  a 
magazine  but  to  an  idea:  that  news  is  as  likely  to  be 
made  under  a  proscenium  arch  as  at  a  conference  table; 
as  likely  to  be  made  under  a  microscope  or  in  the  mind 
of  a  painter  as  at  the  polls  or  on  the  battlefield. 

That's  why  each  week  in  TIME  you'll  find  a  range 
of  departments  devoted  to  such  diverse  subjects  as 
Theatre,  Environment,  Law,  Books,  Art,  and  Medicine. 

It  is  TIME'S  fascinating  coverage  of  news  less  urgent 
but  no  less  newsworthy  that  has  made  TIME  unique. 

And  it  is  this  conviction  that  reportage  is  a  matter  of 
sensibility  as  well  as  sense  that  has  earned  for  TIME 
more  loyal  readers,  by  far,  around  the  world,  than  any 
other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979.  All  Rights  Reserved. 


People  spend  for  fun  even  in  the  worst. of  times — but 
on  what?  You  can  only  guess  and  then  go  with  it. 


Leisure 


The  kky  to  analyzing  the  leisure  industry  is  the  ability 
to  predict  taste,  and  nowhere  is  that  more  important 
than  at  the  very  high  end  of  things.  It  is  now  well  known 
that  even  in  a  recession-bound  economy  people  are  willing  to 
spend  $100  for  a  pair  of  roller  skates.  And  while  the  new  breed 
of  roller-skate  entrepreneurs  explain  the  sport's  popularity  as 
part  of  the  health  craze  or  a  cheap  new  form  of  commuting, 
don't  buy  that.  Born  on  the  trendy  boardwalks  that  line  Venice, 
Calif.,  roller-skating  in  1979  was/te  avant-garde  sport.  It  was  a 
form  of  advertisement  that  told  your  friends  you  were  part  of 
the  disco  set,  a  "with-it"  person. 

Understanding  the  so-called  recreation  industry's  future  is 
more  than  tracing  the  course  of  disposable  income,  consumer 
prices  and  economic  indicators — there's  also  the  indefinable 
matter  of  taste  that  defies  quantification.  Nevertheless,  real 
disposable  income  is  the  key  statistic  in  deciding  the  fate  of 
this  industry  because  that's  where  the  money  comes  from  for 
recreational  expenditures.  The  fact  that  real  disposable  income 


has  declined  3%  since  June  1978  means  it  is  back  at  mid- 19/1 
levels.  It  also  means  that  some  parts  of  the  industry  will  bl 
hurt.  The  trouble  is  that  there  is  no  way  of  knowing  who  wi.[ 
be  hurt — other  than  it  will  not  be  the  most  luxurious  or  th| 
cheapest  items. 

"People  have  been  reacting  differently  to  inflation  over  thj 
last  couple  of  years,"  notes  economist  Dr.  F.  Thomas  Juster,  cj 
Michigan's  Institute  for  Social  Research  in  Ann  Arbor.  "The! 
have  learned  from  previous  bouts  with  inflation  that  the  worl  I 
does  not  fall  apart  completely  and  they  are  aware  of  the  fac 
that  inflation  generates  speculative  buying  opportunities 
They'll  still  buy  something  like  a  sailboat  or  a  pair  of  skis 
which  they  know  will  only  cost  lots  more  if  they  wait  t< 
purchase  it."  Adds  consultant  Don  Mitchell  of  Mitchell  &  CoJ 
"It's  not  a  practice  of  'price  be  damned'  but  more  a  feeling  thai 
if  it's  a  self-satisfying  purchase  that  adds  to  the  quality  of  life,  i 
makes  sense.  Sure,  it  could  be  deferred,  but  if  it's  high  quality 
why  defer?"  This,  of  course,  is  pure  Me-generation  economics 


Music  man 


Ask  Kal  (n6  Solomon)  Rudman  about  what's  happening  to 
the  pop  music  industry  and  he  tells  you  about  a  70-year-old 
violinist  who  has  worked  most  of  his  life  as  a  recording 
studio  musician.  For  maybe  four  decades,  Rudman  goes  on, 
the  fiddler  has  been  playing 
tracks  to  augment  pop  per- 
formers— swing  in  the  Thir- 
ties, bop  in  the  Forties,  Sinatra 
in  the  Fifties,  rock  'n'  roll  in 
the  Sixties  and  disco  in  the 
Seventies. 

"But  the  music  is  always 
the  same,"  says  the  awesome- 
ly energetic  publisher  of  The 
Friday  Morning  Quarterback ,  a 
newsletter  that  tracks  what 
records  radio  stations  are  play- 
ing and  fans  are  buying.  "Over 
the  years,"  reflects  Rudman, 
who  got  into  music  as  a  disc 
jockey  in  high  school  in  Phila- 
delphia, "all  that  has  really 
changed  is  the  beat." 

Now  almost  50,  the  onetime 
medical  student  and  teacher  has  been  turning  out  his  idio- 
syncratic publication  since  1958.  Every  week  on  Tuesday 
and  Wednesday  he,  his  wife  and  his  staff,  including  part- 
time  high  school  kids,  receive  maybe  1,000  phone  calls 
from  U.S.  radio  stations  reporting  on  what  is  selling  and, 
therefore,  what  they  add  to  or  remove  from  their  play  lists. 
By  Friday  morning  Rudman  has  assimilated  the  reports  and 


leavened  them  with  conversations  with  the  two  major 
record  rack-jobbers.  Then  he  writes  the  Quarterback . 

Though  industry  people  often  call  Rudman's  publication  a 
radio  tip  sheet,  it  probably  is  as  valid  a  mirror  of  current 

record  sales  as  any  of  the  ma- 
jor trade  magazines  ("better," 
Rudman  immodestly  insists). 
Neither  Rudman  nor  anybody 
else  in  the  business  can  be 
sure  whether  he  is  just  reflect- 
ing current  trends  or  setting 
them  for  those  stations  who 
simply  play  what  he  says  their 
markets  are  buying. 

In  the  1980s,  he  says,  the 
aging  youth  market  will  go 
more  for  soft  love  ballads: 
"Barry  Manilow  is  going  to  be 
king."  And  the  18-to-25s  will 
want  heavy  rock  'n'  roll,  the 
early  1960s  revival  music  that 
actually  is  called  New  Wave  by 
the  industry,  "middle-of-the- 
wave"  by  Rudman. 
"The  industry  will  produce  the  music  radio  wants,"  he 
says.  His  red-covered  publication  ("only  the  best  copiers  can 
rip  it  off")  may  be  one  of  the  world's  most  profitable. 

Some  4,000  subscribers  pay  $250  a  year,  but  the  big 
money  comes  from  record  ads.  At  $2,000  a  page,  advertis- 
ing, together  with  circulation,  produces  a  gross  of  around  $5 
million  and  a  pretax  net  estimated  as  high  as  $2  million. 
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FIVE  BUSINESS  AIIAUfSTS 
ANAUTZE  OUR  BUSINESS. 

t^Barnett  in  our  opinion,  is  still  the  premier 
Florida  bank  holding  company." 


Alex.  Brown  &  Sons 
January  1979 


Barnettis  the  best  positioned  Florida  bank  holding 
company  and  has  the  best  geographical  diversification 


in  thp  tfntp  ' rheFiri 

LI  l  U  IX/  OlKJLUC...  January m 


...Barnett has  the  most  geographically  diverse 
and  extensive  network  of  the  Florida  bank  holding 
companies' 


Shearson-Loeb  Rhoades 
March  1979 


mdits 

structure  to  its  excellent  management  and  location  in 
one  ofthepremiergrowthstates  in  the  nation.'  sgsssssr. 

"The  Company  has  the  most  thorough  market 
penetration  ofany  Florida  bank  holding  company,  with 
statewide  offices  servicing  markets  accounting  for  88% 
of  the  states  populations^ 


The itobinsm-Hiimphrey Companvjnc 
June  1979 


IF  YOU'RE  INTERESTED  IN  KNOWING  MORE  ABOUT  BARNETT  BANKS  OF  FLORIDA.  FOR  EITHER  YOUR  COMPANY  *H 
OR  YOURSELF.  JUST  CONTACT  CHARLES  E.RICE,  PRESIDENT.  BARNETT  BANKS  OF  FLORIDA.  INC.,100  LAURA  STREET.  0^ 
JACKSONVILLE.  FLORIDA  32202.  AND  FIND  OUT  WHY  WE'RE  THE  MOST  TALKED  ABOUT  BANKS  IN  FLORIDA.  %M 

All  Barnett  Banks  are  members  of  FDIC 


It  helps  explain  why  luxury  items  continue  to  sell  well  even  in 
recessions. 

What's  been  happening  to  the  family  night  out— grabbing  a 
burger  and  seeing  a  flick?  Consumers  are  balking  at  spending 
more  than  $25  to  take  the  kids  out  for  such  an  ordinary 
evening.  That's  one  reason  why  1979  movie  admissions  were 
down  2%.  Yet  another  was  the  relatively  poor  quality  of  the 


1979  offerings,  which  had  the  movie  moguls  straightenn 
their  ties  and  digging  deeper  into  their  pockets.  This  yea: 
array  of  film  epics  made  at  $30  million  budgets  includl 
Disney's  first  PG  film,  Black  Hole ,  and  The  Empire  Strikes  Hoc 
the  20th  Century-Fox  sequel  to  Star  Wars,  the  most  successfi 
film  to  date. -A  Universal/Columbia  film,  1941 ,  was  said  to 
the  most  costly  comedy  ever  made,  yet  when  it  was  screen 


Leisure 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 

5-year 

5-year 

1  "> 

equity 

5 -year 

5-year 

profit 

5-year 

5-year 

5-year 

5  year 

rnmnflnv 

v  oiii  i;un  y 

average 

rank 

months 

months 

ra  nk 

average 

marpi  n 

average 

rank 

average 

rank 

Travel 

Loews 

22.4% 

i 

22.3% 

0.7 

11.8% 

2 

9.6% 

4.3% 

33.3% 

1 

24.3% 

2 

Hilton  Hotels 

21.9 

2 

30.0 

0.6 

20.7 

14.3 

18.9 

4.3 

5 

31.9 

Marriott 

12.7 

3 

16.0 

0.7 

9.7 

4 

7.3 

4.7 

18.7 

2 

15.6 

3 

Holiday  Inns 

10.3 

4 

9.2 

0.6 

7.1 

3 

7.4 

4.5 

6.0 

4 

4.0 

4 

Ramada  Inns 

5.7 

5 

8.7 

1.8 

4.7 

5 

4.1 

3.8 

14.6 

3 

-9.4 

5 

Medians 

12.7 

16.0 

0.7 

9.7 

7.4 

4.5 

14.6 

15.6 

Entertainment 

Columbia  Pictures 

64  3% 

j 

22  0% 

0.5 

1 7  9% 

3 

1 7  9% 

6.0% 

13.5% 

7 

D-P 

MGM 

27.8 

2 

31.9 

0.9 

18.6 

4 

16.2 

12.5 

14.0 

6 

46.2% 

Twentieth  Century-Fox 

24.8 

3 

22.6 

0.5 

16.9 

2 

18.2 

8.5 

17.1 

5 

D-P 

MCA 

24.5 

4 

19.8 

0.0 

17.6 

1 

23.0 

10.5 

18.5 

1 

30.7 

2 

Warner  Communications 

21.7 

5 

25.5 

0.6 

16.7 

5 

12.7 

6.3 

18.1 

2 

19.3 

3 

General  Cinema 

20.6 

6 

21.2 

1 .0 

12.5 

6 

12.7 

4.2 

17.7 

3 

17.8 

4 

Wait  Disney 

12.1 

7 

13.1 

0.0 

11.9 

7 

10.7 

14.3 

17.1 

4 

17.2 

5 

24.5 

22.0 

0.5 

16.9 

16.2 

8.5 

17.1 

19.3 

Recreation 

Tandy 

42.0% 

1 

45.7% 

1.1 

23.6% 

1 

27.2%t 

7.1% 

27.3% 

3 

56.2% 

1 

Mattel 

38.4 

2 

15.7 

0.4 

15.4 

6 

17.4 

4.3 

7.3 

12 

D-P 

Coachmen  Industries 

25.3 

3 

def 

0.1 

def 

2 

23.1 

def 

39.5 

1 

36.1 

2 

Parker  Pen 

23.8 

4 

29.1 

0.1 

27.3 

3 

21.9 

5.6 

33.9 

2 

26.7 

3 

Franklin  Mint 

22.6 

5 

16.0 

0.1 

13.6 

4 

18.6 

5.8 

24.1 

4 

15.6 

5 

R  a  i  ]  v  M  annfaf  tn rinp 

1  1  o 

0 

20. o 

0.5 

1  O  1 

1  A  A 

10.7 

24.0 

5 

18.2 

4 

L>a9lillall  i\uuar\ 

18.8 

7 

21.4 

0.0 

20.2 

5 

17.7 

13.4 

11.8 

8 

7.7 

10 

13.8 

8 

13.4 

0  0 

13.3 

8 

13.8 

2.2 

17.5 

6 

8.6 

8 

A mpriran  f^rpptinoc 
r\  i  n  1 1 1 1  «J  ll  VJ I  c  E 1 1  H£> 

13.7 

9 

14.2 

0.3 

10.8 

9 

10.8 

6. 1 

11.3 

9 

8.4 

9 

AMF 

12.8 

10 

13.4 

0.5 

9.6 

13 

8.9 

3.7 

7.2 

13 

-1.8 

14 

Del  E  Webb 

10.8 

11 

9.2 

0.8 

10.3 

12 

9.9 

2.1 

6.4 

14 

11.3 

6 

Polaroid 

10.7 

12 

5.5 

0.0 

5.5 

10 

10.7 

3.6 

13.6 

7 

10.5 

7 

Brunswick 

10.6 

13 

11.3 

0.5 

8.0 

14 

8.2 

3.9 

10.7 

10 

2.4 

11 

Skyline 

10.5 

14 

10.8 

n  n 

10.7 

11 

10.4 

2  8 

1.5 

17 

-7.8 

15 

Outboard  Marine 

9.6 

15 

6.1 

0.4 

5.4 

15 

8.0 

2.3 

9.5 

11 

-0.5 

12 

Philips  Industries 

5.9 

16 

16.2 

0.5 

12.0 

16 

6.5 

2.8 

4.4 

15 

-0.7 

13 

Champion  Home 

def 

17 

def 

0.1 

def 

17 

def 

def 

3.6 

16 

P-D 

16 

Medians 

13.7 

13.4 

0.3 

10.8 

10.8 

3.7 

11.3 

8.5 

Food  Service 

McDonald's 

25.3% 

1 

23.1% 

1.0 

12.6% 

3 

13.9% 

10.0% 

26.5% 

2 

26.7% 

1 

Denny's 

23.3 

2 

18.1 

1.4 

10.0 

2 

14.0 

3.6 

26.0 

3 

25.8 

2 

Host  International 

16.3 

3 

21.6 

0.7 

14.3 

5 

10.7 

4.4 

13.8 

5 

8.9 

4 

Gino's 

13.9 

4 

12.9 

0.5 

9.5 

6 

9.1 

2.3 

15.3 

4 

8.4 

5 

Howard  (ohnson 

13.4 

5 

12.8 

0.6 

9.6 

4 

11.6 

5.7 

8.9 

6 

11.3 

3 

Sambo's  Restaurants 

9.7 

6 

def 

2.3 

def 

1 

14.4 

def 

31.7 

1 

-8.6 

6 

Medians 

15.1 

15.5 

0.9 

9.8 

12.8 

4.0 

20.7 

10.1 

Industry  Medians 

16.3 

16.0 

0.5 

11.9 

12.7 

4.4 

14.6 

11.3 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51. 

tFour-year  average  P-D  Profit  to  Deficit  D-P  Deficit  to  Profit,  not  ranked  def  Deficit 
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lb  handle  the  fast-breaking 

issues  of  the  day  takes 
a  printer  who  can  handle  the 
fast-breaking  issues  of  Forbes. 


It  takes  us.  City  Investing. 

Among  our  operations  is 
World  Color  Press,  one  of  the 
largest  printers  of  magazines. 

Including  the  one  you're 
reading  right  now. 

Forbes  built  its  reputation 
on  informed  coverage  of  business 
and  financial  news.  News  that 
breaks  faster  by  the  day. 

Keeping  up  with  that  news  takes  a  printer  who  can 
keep  up  with  Forbes.  An  efficient,  economical  operation 
that  knows  how  to  meet  deadlines. 

Exactly  what  the  innovative  management  of  World 
Color  Press  provides. 

It's  the  same  innovative  management  you'll  find  in 
all  our  operations.  Water  heaters.  Heating  and  air 
conditioning.  Containers.  Housing  and  mobile  homes. 
Budget  motels.  Insurance. 

It  explains  why  our  assets  grew  last  year  to 
approximately  $7  billion.  Why  sales  grew  to  approximately 
$5  biliion.  And  why  we're  leaders  in  so  many  industries. 

Including  the  printing  of  magazines  like  Forbes. 

c  City  Investing 


IT  TAKES  MORE  THAN  A 
GREAT  LOCATION  TO 
MAKE  A  GREAT  LOCATION 


Excellent  market 
proximity  and  hundreds 
of  other  factors  add  up  to 
making  Arkansas  one  of 
America  s  Top  Ten  Business 
Climates.  There  are  two 
specific  factors  that  make 
Arkansas  The  Great  Location: 
readily  available,  competi- 
tively priced  energy,  and  a  very 
productive  workforce. 

While  industries 
everywhere  are  in  dire  need 
of  more  and  different  sources 
of  energy,  Arkansas  manufac- 
turers have  consistent  supplies 
of  a  variety  of  energy  types. 
The  know  they  have  The 
Great  Location. 

With  declining  worker 


productivity  nationwide, 
manufacturers  in  Arkansas 
are  happily  realizing  an 
actual  increase.  Especially 
over  the  productivity  they 
measure  at  their  operations 
in  other  states. 

Even  if  you  have  a  great 
location,  physically,  you 
may  not  have  the  energy  and 
productivity  that  makes 
Arkansas  The  Great  Location. 
If  you  want  to  see  the  differ- 
ence, contact  the  Arkansas 
Department  of  Economic 
Development,  One  State 
Capitol  Mall,  Little  Rock, 
Arkansas  72201.  (501)  371-1121. 

ARKANSAS 


"I  couldn't  believe  that  just  walking  could  be  such 
good  exercise.  But  it's  true." 

Will  and  Tish  Grant  have  discovered  that  there  is  a  way  to  get  in  shape  and 
stay  in  shape  that  is  simple  and  fun.  More  important  — it  works.  They  follow 
these  rules: 

1.  Start  gradually.  When  you  begin,  just  walk  briskly  for  15  minutes  or  so 
each  day.  (That's  right,  just  walking  will  improve  your  circulation  and  muscle  tone.) 

2.  After  a  week  or  two,  increase  your  level  of  activity  a  little  bit  each  day. 
Soon  you'll  be  up  to  a  half  an  hour  a  day.  Then,  when  you're  ready  (your  body  will 
tell  you  when),  jog,  ride  a  bike,  or  swim.  Follow  one  routine  or  a  variety;  do 
whatever  you  enjoy  the  most. 

3.  Set  a  specific  time  each  day.  Perhaps  at  lunch  time  or  after  work.  Make 
exercise  a  part  of  your  daily  routine. 

4.  Get  a  friend  to  join  you.  Someone  to  talk  to.  Make  it  fun,  not  a  chore. 

5.  Most  important,  stay  with  it. 


In  the  long  run,  you'll  be  the  winner. 


For  more  information  write: 
Fitness 

Washington,  D.C.  20201 


['- 


late  last  year  the  audienee  reaction  w 
so  bad  that  the  film  was  withdrawn  to 
reedited.  According  to  Universal  Exec 
tive  Vice  President  of  Advertising  Dav  i> 
Weitzner,  "Big  budgets  are  going  to  i 
sure  not  necessarily  quality  pictures  b  i- 
higher-priced  movie  tickets." 

Fast-food  franchisers  are  facing  tl 
same  reluctant  customer.  Traffic  was  I 
9%  last  year  in  most  outlets.  Worst  r  «. 
was  Sambo's,  a  chain  that  has  been 
the  midst  of  reorganization  for  years  ai 
just  got  another  new  management  teat 
In  1980  it  will  be  cutting  back  its  unpn 
itable  expansion  (an  educated  guess  rui 
that  last  year  it  added  75  stores  zs.  oni 
10  this  year)  and  is  now  in  technic 
default  on  $98  million  worth  of  loan 
Even  McDonald's,  the  standard-bearer 
the  industry,  cut  some  prices.  "Last  ye 
was  the  worst  year  the  industry  has  ev 


"People  have  been  react  in 
differently  to  inflation  ove 
the  last  couple  of  years.  .  . 
They  are  aware  of  the  fac 
that  it  generates  speculativ 
buying  opportunities." 


seen.  This  year  won't  see  any  stron 
recovery,"  says  Robert  L.  Emerson  o 
Salomon  Bros.,  author  of  Fast  Food:  Th 
Endless  Sbakeout.  "Even  if  people  go  11 
fast-food  places,  they're  going  to  trad 
down  for  a  lower  check — chicken  fc 
meat,  hamburger  but  not  fries.  An 
there's  just  no  variety  in  going  out  all  th 
time  for  the  same  old  burger." 

That's  the  way  it  has  become:  Yoi 
scrimp  at  McDonald's  so  that  you  cai 
buy  that  fancy  pair  of  skis. 

So  the  real  action,  obviously,  is  not  i 
these  mundane  activities  but  in  thos 
leisure  activities  that  catch  people's  far 
cy  and  give  them  a  psychological  lifi 
What  are  those  items?  They  vary  in 
credibly.  Two  decades  ago,  for  instance 
when  the  leisure  industry  was  firs 
broken  out  as  a  separate  category  b' 
Forbes,  The  Singer  Co.  appeared  as  par 
of  the  leisure  category:  Sewing  machine 
were  a  leisure  durable  in  1961.  Some  fun 
By  contrast,  some  up-scale  status  item 
today;  Adidas  sneakers  at  $42  a  pair,  ai 
annual  health  club  membership  for  $40C 
expensive  ski  equipment  from  AMF  tha 
could  run  over  $400.  Sport  is  now  stylish 
Take  bicycles.  Back  in  the  early  Seven 
ties  the  American  adult  discovered  wha 
Europeans  had  known  for  years:  tha 
bikes  weren't  just  for  kids.  The  hefty  ok 
model  the  paperboy  used  was  abandonee 
for  a  lithe,  ten-speed,  macho  racing  con 
traption.  But  bike  sales  dropped  almos 
50%  in  1975,  and  retailers  were  left  wiu 
racks  of  inventory.  Now  people  aid 
buying  them  again.  The  current  upsurge 
in  sales,  two-thirds  of  which  is  the 
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tweight  variety,  hasn't  been  affected  even  by  1979's  round 
price  increases  (see  Forbes,  Dec.  24,  1979). 
electronics  appears  this  year  as  a  continuing  growth  area  for 
's,  because  adults  have  been  willing  to  shell  out  $20  to  $60 
hand-held  electronic  items  like  Mattel's  Football  I  and  Auto 
ce.  But  even  with  this  important  new  market,  as  the  maker 
the  Barbie  Doll  knows,  toys  are  a  seasonal,  cyclical  and 
•  Idish  market.  That's  why  Mattel  has  based  its  turnaround  on 
ersified  acquisitions  such  as  Western  Publishing  Co.,  which 
>uld  have  reduced  toys'  contribution  to  its  earnings  from 
%  to  65%  for  fiscal  1979. 

The  ultimate  escape  destination,  says  Merrill  Lynch  enter- 
nment  industry  analyst  Harold  L.  Vogel,  is  a  trip  to  Las 
gas.  "People  cut  back  on  just  about  any  vacation  but  that 
life,"  says  Vogel.  "There  is  an  entertainment  element  in 
mbling  that  helps  people  in  times  of  economic  distress." 
.at  self-destructive  form  of  enjoyment  has  helped  Hilton 
)tels  Corp.,  the  owner  of  two  casino-hotels  in  Nevada,  pro- 
ce  a  30%  return  on  equity  last  year  and  average  earnings 
)wth  over  the  past  five  years  of  31.9%.  Marriott  Corp.  is  not 
lucky,  because  it  has  no  gambling  facilities.  Instead,  it  is 
ing  to  offer  something  extra  to  the  nonbusiness  traveler, 
ou've  got  to  get  the  weekend  guy.  That's  what  the  hotel 
iness  is  all  about  today,"  says  Al  LeFaivre,  regional  vice 
sident  for  Marriott  Hotel  Division.  He  points  to  Marriott's 
est  operation  in  Chicago,  a  1,200-room  hotel  that  offers 
traveler  a  9-hole  putting  green,  a  12-meter  swimming  pool, 
nas,  platform  tennis — all  on  the  premises — and  salmon 
ing  in  nearby  Lake  Michigan.  All  of  which  only  points  up 
problem  of  trying  to  psych  out  public  taste  in  leisure  and 
ve  fast  enough  to  invest  in  it  so  you  get  your  money  back 
Ifore  salmon  fishing  in  Chicago  gives  way  to  camel  racing  in 
oenix. 

Riding  the  leading  edge  of  a  fad  probably  works  best  for 
trepreneur  types  betting  with  their  own  money.  Take  Ralph 


Hoagland,  a  1962  Harvard  Business  School  graduate,  who  built 
a  58-store  drug  chain  called  CVS.  In  1969  the  chain  was  sold  to 
Melville  Corp.  for  $15  million  and  Hoagland  decided  to  plow 
his  share  of  the  proceeds  into  some  high-risk  leisure  businesses 
catering  to  moneyed  students  in  Cambridge,  Mass. 

Hoagland's  Orson  Welles  Cinema  wasn't  just  a  movie  house. 
It  also  contained  a  camera  shop,  a  restaurant  and  a  film  school. 
Now  he  has  opened  an  electronic  game  room  next  door  called 
1,001  Plays  that's  jammed  with  off-duty  scholars  dropping 
quarters  on  games  modeled  after  everything  from  Star  Wars  to 
Dolly  Parton.  His  2,500-square-foot  game  room  is  grossing 
$500,000,  according  to  Hoagland,  who  now  has  four  more  in 
various  stages  of  completion  in  Florida  and  New  Jersey.  Hoag- 
land is  a  thin  man  who  studies  lungian  psychology  and  lives  on 
a  New  Hampshire  mountain  with  his  wife,  also  a  Harvard 
Business  School  graduate.  Says  he:  "I  spend  a  lot  of  time 
designing  things  for  people  to  do  together  but  I  prefer  to  be 
alone.  So  I  don't  invest  in  things  because  /  like  them  but 
because  I  think  other  people  will." 

The  trick,  of  course,  is  to  know  what  the  Me  generation  of 
the  Seventies  will  want  in  the  Eighties — long  before  others  do. 
That's  why  Cary  Finkelstein  and  John  Chambers,  co-owners  of 
Manhattan's  Les  Mouches,  a  disco-restaurant-cabaret,  are 
spending  $100,000  to  transform  the  club,  despite  the  fact  that 
the  disco  industry  generated  an  estimated  $5  billion  last  year. 
"One  of  our  innovations  will  be  the  introduction  of  music  to 
which  people  can  do  more  than  just  disco,"  says  Finkelstein. 
"It's  the  coming  trend  of  the  Eighties.  Call  it  grinding,  slow 
drag,  contact  dancing  or  what-have-you."  Is  disco  out?  "No," 
says  Finkelstein  emphatically.  "It's  just  broadening  to  include 
more  people — gay,  straight  and  in-between."  Complementing 
the  music  will  be  erotic  multimedia  shows  and  rollaway  "hot 
seats"  that  allow  the  disco  floor  to  become  a  stage. 

Will  it  pay  off?  The  unpredictability  of  the  leisure  industry 
makes  that  as  risky  as  anything  else  to  predict.  ■ 


"Tilt!" 


Although  pinball  machines  no  longer  rule  the  penny  arcades 
and  bars  as  they  once  did,  they  continue  to  hold  their  own 
against  the  new  electronic  video  games,  because  pinball 
machines,  too,  are  decked  out  with  electronic  innards, 
sound  effects  and  score  readouts.  This  Christmas  season 
pinball  machines  were  among  the  biggest  sellers  in  their 
price  range,  with  some  selling  for  as  much  as  $2,500. 

At  Elsie's  Deli  in  Cambridge,  Mass.,  Harvard  students  are 
flipping  and  tilting  as  soon  as  the  restaurant  opens  at  7:00 
a.m.  and,  even  though  demand  for  sandwiches  lags  between 
meals,  the  machines  don't  stop  until  closing  at  1:00  a.m. 

The  trend  seems  to  obtain  as  well  at  the  many  new 
electronic  game  parlors.  One  owner,  while  admitting  that 
video  games  are  the  big  new  thing,  points  out  that  on  any 
given  day  his  pinball  machines  account  for  half  of  his  take. 
Performance  like  this  keeps  Bally,  Gottlieb,  Williams  and 
Stern,  the  manufacturers  who  dominate  the  market,  busy 
and  profitable.  Since  the  lifespan  of  any  machine  in  a  lightly 
trafficked  area  is  only  six  months,  the  manufacturers  have 
to  keep  designing  new  backgrounds  and  repositioning 
bumpers  and  flippers.  Also,  the  foreign  market,  once  bigger 
than  the  U.S.  market,  demands  ever  more  sophisticated  and 
garish  machines. 

The  reason  pinball  keeps  its  share  of  the  dwindling  recre- 
ation dollar  seems  to  lie  in  the  tactile  responsiveness  of  the 
game.  Many  players  say  they  get  bored  with  video  games; 
they  get  to  feel  they  have  psyched  out  the  game.  But  with 
pinball,  they  say,  every  carom  off  a  bumper  has  a  suspense- 
fully  unprogrammed  trajectory  that  is  wonderful  to  respond 
to  physically.  The  machines  are  also  more  fun  to  kick  than 
the  video  games. 


t'RBES,  JANUARY  7,  1980 


189 


Electrical  equipment  that  increases  efficiency  will 
remain  in  strong  demand.  Electronics  makers,  of 
course,  will  have  new  markets  to  pursue. 


Electronics  and 
electrical  equipment 


I make  it  very  simple,"  says  Chris  J.  Witting,  chairman  and 
chief  executive  officer  of  Crouse-Hinds  Co.  (electrical  con- 
struction and  distribution  equipment,  lighting  and  traffic 
controls),  of  the  reception  he  accords  would-be  acquirers.  "I 
ask  them  to  lay  down  their  ten-year  record  next  to  ours.  If  it 
matches,  I'll  consider  a  proposal.  If  it  doesn't,  I  ask,  'Why 
should  our  shareholders  swap  our  stock  for  yours?'  " 

Running  a  company  that  ranks  high  on  Forbes'  Yardsticks, 
Witting  can  afford  to  be  choosy  about  his  future.  While  plenty 
of  uncertainty  lies  ahead,  not  all  electrical  equipment  makers 
have  to  believe  that  their  best  days  are  behind  them.  Although 
middling-size  (1979  sales,  $375  million)  compared  with  such 
competitors  as  Emerson  Electric  and  McGraw-Edison,  Crouse- 
Hinds  is  diversified  enough  in  the  electrical  equipment  market 
to  weather  even  a  nasty  downturn  in  any  one  sector. 

Companies  with  a  strong  stake  in  products  for  the  construc- 
tion industry  will  obviously  be  hurt  by  the  downturn  now 
evident  in  home  building  and  expected  in  commercial  and 
industrial  building.  It  was  shipments  of  veritable  mountains  of 
cables,  switches,  conduits  and  fittings  to  those  markets  that 
made  a  median  five-year  return  on  equity  of  19.8%  possible. 


But  even  as  those  markets  weaken,  demand  for  other  typ 
of  electrical  materials  will  remain  stronger  from  industrii 
desperately  striving  to  conserve  energy.  Think  of  it  as  a  kind 
retrofitting  market.  For  companies  that  can  design  and  pr 
duce  equipment  specifically  aimed  at  reducing  energy  cost! 
prospects  have  become  so  good  that  outsiders  are  now  mane 
vering  for  a  share — Exxon's  takeover  of  Reliance  Electric, 
example,  which  itself  had  taken  over  Federal  Pacific  Electr: 
early  in  1979.  Borg- Warner  too,  has  recently  announced  a  ne; 
device  that  increases  the  efficiency  of  an  electric  motor. 

The  heavy  end  of  the  electrical  equipment  business — gene 
ating  equipment — shows  no  such  bright  spot.  With  many  < 
their  best  customers,  the  utilities,  now  wallowing  in  overc; 
pacity — total  U.S.  generating  capacity  now  exceeds  peak-loa 
requirements  by  34% — orders  for  big  plants  have  just  abou 
dried  up.  Because  the  heavy  end  of  the  electrical  equipmer 
business  has  always  been  cyclical,  the  fact  that  it's  depresse 
right  now  would  not  be  unusual.  But  this  is  no  ordinary  tim< 
Six  years  after  OPEC  made  clear  to  the  U.S.  the  appallin 
economic  and  political  prices  to  be  paid  for  its  addiction  t 
imported  oil,  some  16.5%  of  the  electrical  energy  consumed  ii 


Next  year,  the  shakeout 


Five  years  ago  Bob  Costello,  the  head  of 
purchasing  for  General  Motors'  Delco 
Electronics  division,  got  together  with 
a  high-technology  expert  from  Motor- 
ola and  their  conversation  started 
something  like  this:  "GM  needs  Mo- 
torola." "You  gotta  be  out  of  your 
mind!  Motorola  needs  GM."  Well,  they 
were  both  right. 

Companies  like  Texas  Instruments, 
Intel,  National  Semiconductor,  Motor- 
ola and  many  more  are  getting  fat  from 
the  $2.5  billion  automotive  electronics 
business,  and  the  boom  has  just  begun. 
GM  alone  will  buy  nearly  $900  million 
worth  of  electronics  for  its  198 1  model- 
year  cars.  About  10  million  integrated  circuits  went  into 
Ford's  1979s.  The  1980  line  will  use22  million.  In  just  three 
years  the  wholesale  value  of  the  electronic  features  in  the 
Continental  Mark  VI  has  doubled  to  more  than  $1,800. 

The  way  the  market  has  worked  so  far,  automakers  have 
been  buying  electronics  from  every  available  source  with 
enough  technological  handholding  thrown  in  to  produce 
automobiles  that  meet  mandated  emissions  standards.  "De- 
troit has  been  looking  for  cooperation,  not  competition  in 
an  open  arena,"  says  Thomas  Reynolds,  automotive  indus- 
try manager  for  National  Semiconductor.  "We'd  be  crazy  to 
try  and  gobble  up  another  guy's  market  share  before  we  had 
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all  our  disciplines  together." 

But  look  for  that  to  change  after  the 
1981  model  year.  Once  the  spending 
binge  for  fuel-economy  and  emission- 
control  units  is  over,  the  car  companies 
will  shift  their  electronics  budgets  to- 
ward convenience  gadgets — more  so- 
phisticated dashboard  displays  and  in- 
strumentation. "There's  bound  to  be  a 
shakeout, "  says  Jerry  Rivard,  chief  engi- 
neer of  Ford's  electrical  and  electronics 
division,  which  currently  buys  integrat- 
ed circuits  from  19  different  suppliers. 

Motorola,  the  $200  million  (sales) 
leader  in  auto  semiconductor  electron- 
ics, will  be  among  the  survivors.  "This 
market  is  more  dog-eat-dog  than  people  admit,"  says  Bill 
Howard,  vice  president  of  its  semiconductor  group. 

That  means,  of  course,  that  the  Japanese  are  in  it  too. 
Already  over  half  GM's  passive  components  such  as  resis- 
tors and  capacitors — about  $100  million  worth — are  Japa- 
nese-made. "We  warned  our  American  vendors,"  says  Cos- 
tello, "but  they  didn't  see  the  handwriting  on  the  wall." 

Meanwhile,  Motorola's  Howard  is  taking  advantage  of 
the  competitive  edge  the  American  electronics  industry 
still  holds  by  selling  engine-control  products  to  Japan's  auto 
manufacturers.  "Right  now  they're  plenty  vincible,"  he 
chuckles.  "So  why  not  beard  the  lion  in  his  own  den?" 
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The  tire  that  seals  its  own  punctures...permanently. 

Last  year,  American  drivers  had  over  53  million  flat  tires.  And  that  led  to  lost  tempers,  lost  business  and  millions 
of  unpleasant  hours  spent  changing  tires  along  busy  highways  and  lonely  back  roads. 

That's  why  Uniroyal  engineers  have  developed  a  very  remarkable  new  tire.  The  first  steel-belted  radial  tire 
actually  able  to  seal  its  own  punctures  permanently,  in  any  weather,  in  all  temperatures.  The  new  Uniroyal  Royal  Seal. 

Inside  the  Royal  Seal  is  a  rubber  sealant  compound  that  effectively 
seals  90%  of  tire  tread  punctures  of  3/16"  or  less  in  diameter,  the  size  of 
most  tread  punctures.  Without  jeopardizing  the  tread,  the  balance  or  the 
uniformity  of  the  tire.  Even  punctures  made  by  a  3/16"  carpenter's  drill  bit 
can't  make  the  Royal  Seal  go  flat 

The  Royal  Seal  isjust  one  of  many  Uniroyal  products  that  make  your 
lives  better,  safer,  and  more  comfortable. 

For  example,  our  Ensolite'foam  is  effective  in  helping  prevent 

SnSand5 FOR  A  QUALITY  TIRE 

protective  headgear.  Our  Naugahyde"  is  one  of  the  most  durable  ^J^^|J^™^']f^^ ' 

automotive  and  residential  vinyl  upholstery  fabrics.  And  our        *ou  WANT  UNIKUYAU 

Vitavax"  agricultural  chemicals  are  protecting  crops  from  fungus  growth  the  world  over. 

In  rubbers,  chemicals,  and  plastics.  Uniroyal  scientists  and  engineers  are  hard  at  work 
developing  quality  products  for  the  demands  of  tomorrow. 

That's  why,  as  a  business  person  or  as  a  consumer,  the  more  you  know,  the  more, 
you  want  Uniroyal  there. 


When  the  Royal  Seal  tread  is  punctured, 
its  sealant  compound  instantly  surrounds  and  seals 
the  puncture -permanently. 


THIS  IS 

EX-CELL-0 
TODAY 


Ex-Ce!l-0  Corporation  is  a  well- 
diversified,  financially  strong  in- 
dustrial company,  with  a  balanced, 
dependable  and  growing  profit 
base.  The  Company  manufactures 
a  broad  line  of  advanced  technology 
products  for  worldwide  markets. 
A  leader  in  many  of  its  major 
markets,  Ex-Cell-0  offers  the  auto- 
motive, aerospace,  agricultural, 
construction,  dairy  and  ordnance 
industries  a  select,  wide  range  of 
sophisticated  products  designed 
generally  to  increase  productivity 
and/or  to  satisfy  demands  for  energy 
efficiency,  improved  safety,  and 
environmental  protection. 


Proven  growth  strategies,  as  evi- 
denced by  eight  consecutive  years 
of  steadily  improving  profitability, 
include: 

•  Developing  proprietary  products 
and  processes  which  give  Ex- 
Cell-0  a  competitive  edge  and  a 
position  of  market  leadership. 

•  Sustaining  a  high  level  of  research 
and  development  and  maintaining 
modern,  efficient  manufacturing 
operations. 

•  Building  an  effective  manage- 
ment team  to  ensure  executive 
continuity  and  Ex-Cell-O's  con- 
tinued success. 

Ex-Cell-O's  strong  operating 
base— balanced  product  mix,  mar- 
ket and  technological  leadership, 


strong  financial  resources,  and 
results-oriented  management— 
securely  positions  it  for  sustained, 
profitable  growth. 

Our  1979  Annual  Report  will  be 
available  as  of  February  28, 1980. 

If  you'd  like  us  to  send  you  a 
copy,  please  write  to: 

Mr.  W.  B.  Fisher,  Vice  President 

Ex-Cell-0  Corporation 

2855  Cool idge,  Troy.  Ml  48084 

Ex-Cell-0  Corporation 


le  U.S.  is  still  produced  by  oil-fired  generating  equipment,    would  be  buried  by  now  in  new  orders  to  replace  oil-fired 
his,  despite  the  fact  that  electrical  utilities,  which  account  for    capacity  and  upgrade  existing  coal  stations.  It  must  happen, 
ne  out  of  every  ten  barrels  of  oil  burned  up  in  the  U.S.,  have  a    The  stakes  are  high  on  whether  it  happens  sooner  or  later. 
:ady  alternative  (coal,  if  not  nuclear  fuel)  right  at  hand.  If  U.S. 

:onomic  planning  were  in  the  hands  of  a  Platonic  philos-       The  electronics  industry  has  problems  ahead,  but  none  of 
oher-king,  a  sort  of  Joseph  Stalin  with  a  brain  and  a  heart  and    them  apocalyptic.  The  industry  can  be  divided  into  two  parts: 
o  voters  to  worry  about,  the  makers  of  generating  equipment    semiconductors  and  everything  else.  Everything  else  includes, 

Electronics  &  Electrical  Equipment 

Yardsticks  of  Management  Performance 

Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

latest 
5-year     5-year  12 
average    rank  months 

debt/ 

equity 

ratio 

latest 

12           5-year  5-year 
months    rank  average 

net 

profit 

margin 

5-year  5-year 
average  rank 

5-year  5-year 
average  rank 

Electronic  Equipment 

Teiedyne 

Schlumberger 

Intel 

Natl  Semiconductor 
i  Lear  Siegler 

36.4%        1  43.2% 
30.9          2  31.6 
29.6          3  31.1 
23.1          4  25.1 
21.9          5  28.0 

0.3 
0.1 
0.0 
0.1 
0.6 

31.7%        3  22.5% 

30.0  2  28.6 

30.1  1  28.9 
18.9           6  17.7 
16.4         12  12.8 

13.9% 

18.9 

11.6 

4.9 

4.8 

10.4%  19 

22.4  4 
47.2  1 

37.5  2 
10.4  18 

57.5%  1 
36.0  3 
42.9  2 
31.0  4 
27.0  5 

Raytheon 
!  EG&G 
Avnet 
Tektronix 
Hewlett-Packard 

21.2  6  25.2 
21.1          7  31.1 
20.1          8  20.8 

18.3  9  22.3 
18.0        10  19.6 

0.1 
0.2 
0.2 
0.1 
0.0 

23.3  4  18.9 

26.0  5  18.1 

19.1  10  15.8 

19.4  8  16.6 
18.9           7  17.4 

5.2 
4.0 
5.5 
9.8 
9.1 

13.7  12 
21.7  6 
14.1  11 
22.4  4 
21.7  7 

22.8  11 
25.1  7 
17.4  15 
25.4  6 
22.6  13 

Texas  Instruments 
RCA 

Harris  Corp 

Perkin-Elmer 

General  Tel  &  Electronics 

17.2  11  20.2 

16.6  12  18.5 

15.7  13  20.8 

15.3  14  21.0 
15.0        15  15.0 

0.0 

0.7 
0.3 
0.2 
0.9 

19.6          9  16.3 
12.2         17  10.7 
16.9         13  12.6 
17.8         11  14.7 
7.2         22  7.1 

5.5 
4.0 
6.5 
7.1 
6.6 

14.6  10 
8.9  20 

11.4  15 

17.7  8 
11.6  13 

15.1  18 
23.6  9 
17.6  14 
15.3  17 
9.1  22 

Beckman  Instruments 
North  American  Philips 
Corning  Glass  Works 
Motorola 
Ampex 

14.2         16  17.6 
14.0        17  15.6 
13.9        18  17.1 
13.7        19  17.2 
13.6        20  17.8 

0.5 
0.3 
0.2 
0.2 
0.7 

13.4         16  11.4 

10.7  18  9.3 
14.3         15  11.5 
14.6         14  12.2 

11.8  21  7.8 

6.8 
3.4 
9.1 
5.9 
5.3 

14.7  9 
22.6  3 

8.0  22 

10.8  17 
1.2  25 

23.5  10 
15.9  16 
12.1  20 
12.1  19 
D-P 

Honeywell 
'.  American  Tel  &  Tel 
General  Instrument 
Varian  Associates 
Bunker  Ramo 

12.3        21  16.7 
12.2        22  13.2 
11.6        23  17.6 
6.8        24  5.2 
6.3        25  17.2 

0.2 
0.7 
0.3 
0.3 
0.5 

12.7  19  9.2 
7.3         23  6.9 

14.5         20  9.0 
4.6         25  6.0 

12.8  24  6.3 

5.8 
12.6 
6.7 
1.7 
5.7 

7.4  23 
11.5  14 

8.0  21 
11.1  16 

6.0  24 

11.6  21 
8.4  23 
22.8  12 
24.5  8 
5.8  24 

Medians 

15.7  19.6 

0.2 

16.4  12.6 

5.9 

11.6 

22.7 

i  Electrical  Equipment 

1  UV  Industries 
Reliance  Electric 
AMP 
Square  D 
Crouse-Hinds 

31.0%        1  73.0% 
24.9          2  24.7 
23.7         3  29.6 
23.5          4  25.7 
21.3          5  23.3 

0.7 
0.3 
0.1 

0.3 
0.2 

50.2%        6  18.6% 
19.1           7  17.4 
25.4          1  20.1 
20.0          2  19.2 
19.4          4  19.0 

56.8% 

6.7 
12.1 

9.2 

7.3 

8.6%  12 
16.0  6 
14.9  7 
12.7  8 
22.9  3 

30.9%  2 
18.9  4 
16.6  6 

10.8  13 

19.9  3 

r  Emerson  Electric 
W  W  Grainger 
General  Electric 

J"  Copeland 
Gould 

20.2          6  22.1 
20.2          7  21.9 
19.4          8  21.2 
18.7         9  10.0 
16.2        10  14.8 

0.1 
0.0 
0.2 
0.2 
0.4 

21.3          5  18.8 
21.5          3  19.1 
18.5          8  16.9 
7.7          9  16.7 
10.9         12  12.5 

7.7 
6.9 
6.4 
2.6 
5.1 

17.6  5 
18.9  4 
10.5  9 
8.6  11 
24.4  1 

12.9  9 
18.4  5 
11.2  11 
10.9  12 
14.9  7 

Raychem 
McGraw-Edison 
Westinghouse  Electric 
I    Robertshaw  Controls 

15.2        11  22.9 
13.9        12  14.2 
11.9        13  12.9 
9.1        14  10.3 

0.1 
0.1 
0.2 
0.4 

20.8         10  13.6 

13.1  11  12.5 

11.2  13  9.6 
8.0         14  7.4 

9.2 
4.8 
4.4 

3.5 

24.2  2 
7.8  13 
4.5  14 
9.4  10 

32.5  1 

11.6  10 
13.1  8 

2.9  14 

Medians 

19.8  22.0 

0.2 

19.3  17.2 

6.8 

13.8 

14.0 

i    Industry  Medians 

17.2  20.8 

0.2 

17.8  14.7 

6.5 

12.7 

17.5 

!    All-Industry  Medians 

15.1  18.7 

0.4 

11.8  11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
D  P  Deficit  to  Profit;  not  ranked 


ORBES,  JANUARY  7,  1980 


193 


importantly,  testing  and  measuring  devices  for  industry.  The  with  the  margins  U.S.  companies  have  become  accustomed  t 
latter  segment,  dominated  by  Hewlett-Packard  and  Tektronix,  Yet  another  imponderable  is  the  impact  of  any  significai 
percolates  along  rather  nicely,  growing — according  to  one  ana-  increases  in  defense  and  energy  spending.  For  several  comp' 
lyst — 30%  in  a  good  year  and  6%  in  a  bad  one.    .  nies  it  could  be  important.  Outfits  like  EG&G,  Lear  Siegleran 

The  same  cannot  be  said,  however,  for  the  semiconductor  Raytheon,  which  supply  the  Department  of  Defense  or  til 
portion  of  the  industry.  Surges  in  demand  and  surges,  too,  in  Department  'of  Energy,  can  expect  orders  regardless  of  tl 
the  number  of  suppliers  have  consistently  fouled  up  even  well-  economy.  Says  Simon  Sheib,  cbairman  of  Avnet,  which  dii 
laid  plans.  Last  year  the  industry  just  didn't  have  enough  tributes  all  manner  of  electronic  gear,  "People  are  arguui 
capacity  to  meet  demand.  Stuart  Johnson,  vice  president-    whether  defense  spending  should  go  up  3%  or  5%.  No  matti 

who  wins,  there'll  be  fewer  soldiers.  S 
what  will  the  money  be  spent  on?  Son] 
kind  of  electronic  stuff.  There's  bound  I 
be  something  to  obsolete  what  we  hav 
Then  we'll  have  a  lot  of  new  stuff." 

Companies  like  Teledyne  that  suppl 
planemakers  also  have  big  backlogs  an 
won't  be  hurt  badly  unless  the  recession 
truly  deep  and  dark.  The  automotive  ma 
ket  may  also  continue  strong  even  in  a  sc 
so  year  for  new-car  sales.  Since  it  is  a  ne| 
market  for  electronic  components,  said 
don't  have  far  to  fall  (see  box,  />  190) .  It's 
levels  that  were  too  low.  They  had  to  accelerate  them  in  an  matter  of  how  quickly  the  companies  will  be  able  to  penetrate  i 
unplanned  fashion.  A  company  could  have  been  a  hero,"  he  Motorola,  for  one,  expects  to  sell  a  considerable  amount  c 
adds,  "if  it  had  gone  against  those  predictions  and  been  bull-  electronics  to  Detroit  this  year  for  its  1981  models, 
ish."  There  were  no  heroes  in  the  semiconductor  segment  of  Motorola's  prospects  in  the  automotive  market  show  a  rt 
the  industry  last  year.  markable  property  of  the  electronics  business,  one  shared  b 

The  concerted  push  the  Japanese  are  now  making  in  the  few  others.  To  a  degree  that  companies  in  older  lines  of  wor 
semiconductor  business  (Fokbks,  Nov.  26,  1979)  may  be  a  far  can  no  longer  hope  for,  an  electronics  company's  future  is  nc 
more  important  factor  in  the  months  and  years  ahead  than  the  necessarily  limited  by  the  general  economic  climate  or  even  bi 
general  tone  of  the  economy.  Such  inroads  as  the  Japanese  the  winds  blowing  in  its  particular  sector.  In  electronics,  as  i 
have  made  in  the  U.S.  market  came  at  a  time  when  most  U.S.  ethical  drugs  (but  in  little  else),  genuine  innovation  can  stil 
producers  couldn't  have  handled  the  business  anyway.  Given  create  markets  where  none  existed.  To  that  extent,  then,  a 
some  slack,  however,  the  Japanese  could  well  raise  a  little  hell    electronics  company's  future  is  largely  in  its  own  hands.  ■ 


research  at  Wcrtheim  &  Co.,  explains: 
"One  of  the  reasons  for  the  lack  of  capac- 
ity was  that  the  industry  expected  a 
sharp  deceleration  in  growth  in  mid- 
1978.  They  expected  a  recession  in  the 
third  quarter  of  that  year.  Instead,  just 
the  opposite  occurred.  Growth  acceler- 
ated." And,  of  course,  kept  booming 
throughout  1979. 

"The  companies  got  sales  growth," 
Johnson  says,  "but  not  as  much  as  they 
might  have.  They  had  production  prob- 
lems because  their  lines  were  geared  to 


"People  are  arguing  whether 
defense  spending  should  go 
up  3%  or  5%.  No  matter  which 
side  wins,  there'll  he  fewer 
soldiers.  The  money  will  he 
spent  on  some  kind  of  elec- 
tronic stiiff.  Something  will 
obsolete  what  we  have." 


Oklahoma's  in  both  the  sun  belt  and  the  nation's  center  We  have 
vast  deposits  of  coal,  plus  natural  gas,  electric  power  and  oil  Most 
important,  we  have  the  greatest  energy  asset  of  all-  productive 
elbow  grease  from  people  who  appreciate  a  good  job  Let  us  send 
you  names  of  important  national  industries  who  recently  started 
Oklahoma  plants. 

For  further  Information,  contact 
Director,  industrial  Division.  Oklahoma  industrial  Development  Department 
Suite  209.  PO  Box  53424,  State  Capital  Station  •  Oklahoma  City.  OK  73152 


Oklahoma 


The  Profitable 
Place  To  Be 
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A  world  steel  shortage  looms  in  the  1980s,  but  that's 
not  much  help  to  the  American  steel  industry  today. 


Steel 


Unless  you've  just  emerged  from  a  five-year  nap,  it's  not 
news  that  the  steel  industry  is  in  trouble.  Competition 
from  abroad  and  from  substitute  materials  is  keeping 
many  a  steel  executive  awake  nights.  And  things  are  not  likely 
to  get  better  soon. 

Right  now,  there  is  about  20%  overcapacity  in  the  world — 
partly  because  the  less-developed  countries  are  all  trying  to 
build  up  their  own  steel  industries.  Meanwhile,  old,  inefficient 
mills  in  Europe  and  the  U.S.  are  still  running.  The  emergence 
of  a  steel  industry  in  the  less-developed  countries,  of  course, 
cuts  down  the  export  market,  especially  since  those  newer 
plants  can  produce  steel  far  more  cheaply  than  the  U.S.  plants 
can.  And  at  home,  the  automakers  (which  use  something  like 
20%  of  the  steel  in  the  U.S.)  are  cutting  back  sharply  on  the 
amount  in  each  car  to  cut  weight  and  thus  boost  gas  mileage. 
General  Motors,  for  example,  plans  a  curb  weight  of  about 
2,800  pounds  for  the  average  1985  model,  compared  with 
around  3,350  pounds  for  the  1980  model  and  some  4,000 
pounds  a  decade  ago.  Much  of  the  weight  loss  is  in  steel.  And 
with  auto  sales  themselves  down,  fewer  cars  using  less  steel 
makes  for  grim  days  ahead  for  the  industry. 

What  can  the  steelmakers  do?  For  one  thing,  they  can 
upgrade  their  plants.  But  that  takes  money,  and  if  you  don't 
have  profits  and  are  already  leveraged  to  the  eyeballs,  it's  a 
tough  trick  to  pull  off. 


One  company  that  has  pulled  off  just  such  a  trick  is  Inlan 
Steel,  which  started  major  expansions  at  its  Indiana  Harbc 
works  on  Lake  Michigan  in  1974.  "There  were  two  things  w 
looked  at  when  we  started  the  project,"  says  Inland  Chairma 
Frederick  G.  Jaicks.  "First,  we  saw  ourselves  able  to  finance  i 
Of  course,  we've  gone  to  the  money  market  a  few  times  fc 
borrowings  and  sold  some  stock  in  1975.  Also,  we  saw 
market  growth  for  us,  and  we  still  think  it's  there." 

The  Indiana  Harbor  mill  is  thought  to  be  one  of  two  U.! 
plants  comparable  in  size  and  technology  to  the  superefficier 
Japanese  mills,  the  pinnacles  of  production  today.  The  other  i 
Bethlehem  Steel's  Bums  Harbor  (also  on  Lake  Michigan)  facil 
ty,  which,  when  its  1 10-inch-plate  mill  was  opened  in  197? 
became  the  first  fully  integrated  steelmaking  plant  built  her 
since  1953. 

The  Capital  Cost  Recovery  Act,  introduced  in  Congress  las 
spring,  may  help  the  steel  companies  raise  the  capital  the 
need  to  upgrade  their  plants.  That  law  allows  buildings  to  b 
depreciated  over  ten  years,  operating  equipment  over  fiv 
years  and  other  expenditures  over  three  years — a  welcom 
relief  from  the  14-year  schedule  formerly  used  by  steelmakers. 

"Given  the  profitability  of  the  steel  industry,"  says  Harr 
Holiday  Jr.,  chief  executive  at  Armco  Inc.,  "that  will  probabl' 
generate  enough  cash  flow  to  revitalize  capital  expenditures  ii 
the  steel  industry.  Probably  more  than  we  can  use.  But  wheth 


Do  we  or  don't  we? 


Pity  poor  Youngstown,  Ohio.  In  1977  Youngstown  Sheet  & 
Tube  shutdowns  there  threw  4,100  steelworkers  into  the 
streets.  Now  it's  U.S.  Steel,  with  two  mills  and  3,600 
workers,  and  Jones  &  Laughlin  with  some  1,200  workers. 
Have  the  steel  companies  no  hearts?  That's  the  wrong 
question.  We  should  be  asking  two  others:  Why  did  it  take 
them  so  long  to  start  using  their  heads?  And  how  long  axe 
we  going  to  permit  foreign  countries  to  export  their  unem- 
ployment to  the  U.S.? 

The  two  questions  are  interrelated.  One  reason  the  U.S. 
steel  industry  is  not  competitive  is  that  it  hasn't  done  the 
right  things.  But  one  reason  it  hasn't  done  the  right  things 
is  that  it  couldn't  afford  to.  There's  guilt  on  both  scores. 

Open-hearth  furnaces  became  obsolete  in  the  1950s,  long 
before  environmentalists  and  cheap  imports  seized  the 
country.  That  would  have  been  the  time  to  replace  the 
white  elephants  with  more-efficient  basic  oxygen  fur- 
naces— which  is  exactly  what  the  Japanese  did.  But  for  the 
same  reason  that  the  Europeans  discovered  small  cars  long 
before  we  did,  American  steel  companies  were  in  no  hurry 
to  convert  to  BOFs — we  had  cheap  energy  to  burn. 

Now  the  steel  industry  is  stuck  with  antiquated  facilities 
(15%  of  our  steel  production  still  comes  from  open-hearth), 
expensive  energy,  and  no  money  for  capital  improvements. 
Not  surprisingly,  steel  companies  are  crying  to  the  govern- 


ment that  its  costly  EPA  regulations  and  poor  administra- 
tion of  trigger  prices  are  causing  all  the  grief.  That's  partly 
true  but  the  problem  started  long  ago. 

The  day  of  reckoning  is  here.  Even  as  they  lobby  for  stiffer 
import  laws  and  greater  leniency  from  the  EPA,  steel  com- 
panies are  taking  matters  into  their  own  hands.  U.S.  Steel's 
16  closings  and  partial  shutdowns  are  designed  to  stream- 
line U.S.  Steel's  operations  to  fewer  products  and  to  cut  out 
some  of  the  older,  less  profitable  mills.  U.S.  Steel  Chairman 
David  M.  Roderick  is  leaving  the  door  open  to  still  more 
shutdowns  if  efficiency  doesn't  pick  up.  What's  more,  he 
says  the  company  will  start  buying  technology  from  the 
Japanese  instead  of  trying  to  invent  everything  in-house. 
These  are  steps  in  the  right  direction,  at  long  last. 

So  should  we  all  stand  up  and  cheer?  No.  U.S.  Steel  and 
the  United  Steelworkers  of  America  say  that  mill  closings 
mean  increased  dependence  on  foreign  steel — we  already 
import  15%  to  20%  of  what  we  use.  Unless  something  is 
done  about  imports,  they  say,  when  the  next  shortage 
comes  the  foreign  steelmakers  will  be  able  to  sell  their  steel 
to  us  at  any  price.  Sound  familiar?  That's  how  we  handed 
control  of  our  national  destiny  to  the  Arabs.  The  point  is 
this:  The  steel  industry  can  do  certain  things  for  itself.  But 
it  will  also  need  a  political  decision  from  the  American 
people.  Does  the  U.S.  want  a  steel  industry  or  doesn't  it? 
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Invent  a  system  that 
can  schedule  the  buses 
and  foil  the  crooks. 


Gould  did  it, 
electronically. 

In  most  major  cities,  buses  are 
either  spaced  far  apart  or  bunched 
like  elephants.  And  that's  not  the 
kind  of  public  transportation  that 
truly  serves  the  public. 

But,  now,  with  its  new  Automatic 
Vehicle  Monitoring  (AVM)  System, 
Gould  has  developed  a  cost-saving 
way  for  municipalities  to  operate 
their  buses  with  greater  efficiency. 
And  to  give  their  drivers  and  riders 
a  greater  sense  of  security. 

Utilizing  Gould's  advanced 
technology  electronics,  the  AVM 
system  is  working  in  Los  Angeles 
under  an  Urban  Mass  Transporta- 
tion Administration  grant.  It  can 
keep  tabs  on  an  entire  fleet  of 
buses,  display  their  locations  on  a 
dispatcher's  console,  and  help 
realize  optimum  scheduling  by 
maintaining  proper  headway 
between  vehicles. 

In  addition,  drivers  can  secretly 
relay  an  emergency  over  the 
system's  radio  link — thereby 
enhancing  the  safety  of  all  those 
on  board.  And  this  same  AVM 
system  can  also  schedule  fleets 
of  taxis,  police  cars  and 
emergency  vehicles. 

Since  1968,  electronic  solutions 
like  this  have  helped  increase  our 
net  income  by  627%. 

And  when  you  consider  the 
number  of  problems  still  waiting 
for  technology  to  answer,  you  can 
see  that  your  f  uture  looks  even 
more  rewarding  than  our  past. 
Gould  Inc.,  Dept.  MF,  10  Gould 
Center,  Rolling  Meadows,  IL  60008. 


-X  GOULD 


An  Electrical  I  Electronics  Company 


er  or  not  that  money  will  actually  be  spent  in  the  steel  industry 
will  depend  on  the  profitability  of  the  steel  business."  Quite 
obviously,  managements  would  be  wasting  stockholders'  mon- 
ey as  well  as  misusing  society's  scarce  capital  were  they  to 
invest  in  steel  plants  that  could  not  return  at  least  a  fair  yield. 

Right  now,  profitability  does  not  seem  to  be  in  the  works  for 
steel.  Worldwide,  the  industry  is  facing  tremendous  overcapac- 
ity— some  37%  of  Japan's  finished-steelmaking  capacity  lies 
idle.  In  the  U.S.  about  14%  of  capacity  sits  waiting  to  be.used, 
and  Western  Europe  has  an  estimated  37%  more  steelmaking 
capacity  than  needed.  Trigger  prices  have  done  some  good  in 
preventing  dumping  by  lapanese  and  European  steelmakers, 
but  probably  not  enough.  In  the  first  place,  the  trigger  price  is 
keyed  to  the  Japanese  companies'  costs.  Since  Japan  is  the 
most  efficient  producer,  the  trigger  price  mechanism  still 
allows  European  makers  to  dump  steel  here  below  their  cost. 
Also,  as  the  dollar  rises  in  relation  to  the  yen,  the  trigger  price 
becomes  less  effective:  It  is  figured  in  yen,  then  translated  into 
a  dollar  figure  at  the  exchange  rate  effective  at  the  time. 


Steel 


But  the  lapanese  steelmakers  are  not  the  whole  probler 
Since  1968  worldwide  steel  capacity  has  grown  some  183 
million  metric  tons.  Of  that  total  increase,  some  19%  wj 
additional  lapanese  capacity,  but  the  U.S.S.R.  and  Easter 
Europe  expanded  an  estimated  70  million  metric  tons,  aboi 
38%  of  the  total  increase. 

Capacity  growth  is  slowing  to  around  1%  a  year,  while  mo: 
industry  analysts  predict  demand  growth  of  2.5%  to  3%  a  yea 
At  those  rates  of  growth,  the  overcapacity  gap  could  be  close 
in  five  years,  but  that  may  not  be  fast  enough.  It  would  take 
bold  management  indeed  to  commit  big  money  now  for  profn 
that  may  not  be  there  a  half-decade  hence. 

For  the  moment,  at  least,  about  the  best  you  can  say  abot. 
this  industry  is  that  it  is  so  far  down  it  has  nowhere  to  go  be 
up.  That's  scant  comfort.  There's  no  better  measure  of  he 
poorly  investors  regard  the  industry's  prospects  than  th 
recent  price  of  U.S.  Steel  stock.  At  U  it  was  selling  for  jtu 
about  25  cents  on  the  net  asset  dollar  and  at  about  two  time 
cash  flow.  That's  close  to  bankruptcy  prices.  ■ 


Yardsticks  of  Management  Performance 


Profitability  Growth 


Return  on  Equity 

Return  on  Total  Capital 
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Earnings 
Per  Share 

Company 

5-year 
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5-vear 
rank 
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12 
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debt 
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12 
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5-vear    5  year 
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Basic  Producers 

Arm  co 
Inland  Steel 
Kaiser  Steel 
National  Steel 

1  1 

1  I.DTo 

10.9 
8.8 
7  2 

i 

2 
3 
4 

12.7 
11.5 
10.4 

0.4 
0.5 
0.7 
0.4 

lU.OVo 

8.7 
7.6 
7.4 

1 

2 
3 
5 

8.1% 

7.9 
6.4 
0.5 

4.  0 
43 
6.2 
3.3 

12.1% 
11.4 
8.8 
12.0 

1 

3 
7 

10.4% 
6.7 
12.2 
-0.6 

2 
3 
1 
6 

L  nited  States  Steel 

7.0 

5 

6.9 

0.4 

4 

5.8 

2.8 

10.0 

5 

3.4 

5 

Republic  Steel 

6.6 

6 

10.7 

0.3 

8.0 

6 

5.4 

3.8 

10.7 

4 

5.5 

4 

LTV 

6.1 

7 

27.8 

2.9 

6.9 

8 

3.9 

1.5 

6.2 

8 

D-P 

Bethlehem  Steel 

4.6 

8 

13.2 

0.4 

10.5 

7 

4.4 

4.4 

9.2 

6 

-11.3 

7 

Medians 

7.1 

12.1 

0.4 

7.8 

5.7 

4.1 

10.4 

5.5 

Specialty  &  Other  Steels 

Nucor 

28.3% 

1 

40.5% 

0.4 

28.0% 

19.9% 

9.4% 

20.7% 

t 

27.5% 

2 

Athlone  Industries 

22.5 

2 

21.3 

1.2 

11.6 

11 

10.8 

4.3 

6.5 

19 

31.6 

1 

Crane 

20.1 

3 

15.8 

0.9 

9.1 

9 

11.6 

3.5 

6.5 

18 

21.8 

5 

Earle  M  jorgensen 

18.4 

4 

17.8 

0.2 

15.4 

4 

15.4 

5.8 

11.7 

8 

18.6 

7 

Colt  Industries 

17.8 

5 

20.0 

0.5 

13.4 

10 

11.4 

5.3 

13.9 

2 

19.2 

6 

Carpenter  Technology 

17.8 

6 

200 

0.0 

18.6 

2 

16.0 

8.5 

13.1 

4 

21.9 

4 

Central  Steel  &  Wire 

16.2 

7 

16.8 

0.0 

16.9 

3 

15.7 

2.9 

12.9 

5 

24.5 

3 

Copperweld 

15.4 

8 

17.3 

0.4 

12.7 

8 

12.3 

4.9 

12.7 

6 

11.2 

11 

NVF 

15.0 

9 

25.9 

0.6 

20.4 

7 

12.5 

10.1 

6.5 

17 

12.7 

9 

Hanna  Mining 

14.1 

10 

15.0 

0.1 

13.1 

6 

12.6 

13.2 

10.8 

10 

13.1 

8 

Northwestern  Steel  &  Wire 

12.8 

11 

16.8 

0.0 

16.6 

5 

12.6 

7.8 

10.2 

12 

V 

National  Standard 

12.2 

12 

12.5 

0.2 

9.7 

12 

9.3 

3.9 

11.2 

9 

10.0 

12 

Allegheny  Ludlum  Inds 

!0.0 

13 

23.1 

0.8 

10.1 

15 

6.4 

4.7  - 

106 

11 

7.1 

15 

Interlake 

9.8 

14 

11.3 

0.4 

9.0 

13 

8.5 

3.2 

13.8 

3 

8.6 

14 

Lukcns  Steel 

9.4 

15 

5.9 

0.1 

5.0 

14 

8.0 

2.4 

8.8 

14 

11.5 

10 

Cyclops 

8.2 

16 

16.9 

0.3 

11.1 

16 

6.1 

2.7 

93 

13 

5.9 

16 

McLouth  Steel 

3.4 

17 

9.8 

0.7 

6.8 

18 

3.2 

2.2 

12.0 

7 

9.9 

13 

Keystone  Consolidated 

3.1 

18 

def 

0.4 

1.2 

17 

3.5 

def 

8.4 

15 

-7.6 

18 

Wheeling  Pittsburgh  Steel 

2.7 

19 

17.8 

0.6 

11.1 

19 

3.1 

4.5 

8.2 

16 

-18.0 

19 

Medians 

14.1 

16.9 

0.4 

11.6 

11.4 

4.5 

10.8 

11.5 

Industry  Medians 

10.9 

15.8 

0.4 

10.5 

8.1 

4.3 

10.7 

10.2 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
D-P  Deficit  to  Profit:  not  ranked,  def  Deficit. 
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We  have  ways  of 
moving  mountains. 


Coal  is  a  big  thing  with  us.  A  new  central  preparation  plant 
serving  two  of  our  Zeigler  Coal  Company's  six  mines  can 
process  mountains  of  coal  at  the  rate  of  5,000  tons  per  hour. 
And  between  Zeigler  and  Empire  Energy,  our  other  coal 
company,  HNG  has  coal  reserves  of  1.3  billion  recoverable 
tons  left  to  move. 


Digging  deep  for  the  future. 

Our  search  for  energy  never 
ceases,  and  when  we're  not 
moving  mountains,  we're 
drilling  under  them.  Last 
year,  HNG  Oil  operated 
122  drilling  ventures,  and 
participated  in  another  45, 
bringing  in  78  new  natural 
gas  producers,  and  33  new 
sources  of  oil. 


Our  diversification  is  showing.  From  food 
processing  to  lifesaving  medical  gases,  HNG's 
Liquid  Carbonic  subsidiary  throws  its  energy  into 
producing  hundreds  of  industrial  and  specialty 
gases  for  use  the  world  over. 


We're  barging  into  the 
energy  business.  Part  of  our 
Pott  Industries '  job  will  be  to 
move  mountains  of  coal  energy 
by  water.  And  we'll  do  so  with 
one  of  the  country 's  major  in- 
land waterways  transportation 
systems  that  will  include  two 
strategically  located  loading 
and  storage  facilities  along  the 
upper  and  lower  Mississippi 
River. 


We're  running  a  good  thing  into  the 
ground.  When  winter  comes,  and  cold 
weather  puts  an  even  greater  demand 
on  our  natural  gas  deliveries,  HNG 
is  sitting  pretty.  Our  large 
Bammel  Storage  Reservoir  is 
capable  of  delivering  675  million 
cubic  feet  of  natural  gas  per  day. 
Our  total  natural  gas  reserves  are  3.7 
trillion  cubic  feet. 


For  more  information  on  all  we're  doing,  write  our  Chairman.  Robert  R.  Herring.  PO.  Box  1 188,  Houston,  Texas  77001. 

We're  doing  a  lot  of  unexpected  things. 

HNG 


Wood  and  paper  producers  did  surprisingly  well 
last  year.  But  don't  bet  on  a  repeat  performance. 


Forest  products 
and  packaging 


Wood  and  paper,  along  with  construction,  are  usually 
among  the  most  cyclical  of  industries.  So  1980  won't 
be  a  repeat  of  1979  for  the  forest  products  business. 
Despite  a  flagging  economy,  return  on  equity  for  the  latest  12 
months  was  a  healthy  19% — the  highest  level  since  1974. 
Much  of  the  strength  reflected  the  success  of  the  nation's  paper 
producers,  who  profited  from  high  prices  and  short  supplies. 
Wood  producers  benefited  from  low  inventories  and  strong 
exports,  plus  vigorous  housing  starts  for  most  of  last  year. 

This  year,  however,  the  industry  will  track  the  economy. 
Paper,  which  has  been  booming,  should  come  through  in  good 
shape  if  costs  can  be  kept  under  control.  But  signs  of  a  slump 
have  begun  to  surface  for  lumber  and  plywood,  as  high  interest 
rates  and  a  shortage  of  mortgage  funds  hurt  housing.  No  one 
expects  a  repeat  of  1975,  when  earnings  for  some  wood  prod- 
ucts companies  plunged  as  much  as  70%  to  80%.  But  even  in  a 


mild  recession,  housing  starts  could  fall  1.3  million  to  1 
million,  cutting  lumber  and  plywood  earnings  25%  to  35%. 

About  60%  of  America's  softwood  lumber,  plywood  sa 
other  panel  products  such  as  particleboard  go  into  resident! 
housing.  So  with  the  fall  off  in  housing  starts,  prices  for  lumb 
and  plywood  have  already  begun  to  drop.  Lumber  prices  we 
at  an  alltime  high  through  the  summer  because  recessii 
jitters  had  kept  inventories  low.  But  in  the  last  three  mono 
they  have  fallen  15%  while  plywood  prices  were  off  12%. 

Given  a  choice  between  milling  expensive  logs  for  che; 
lumber  on  the  one  hand  and  shutting  mills  on  the  other,  son 
producers  have  opted  for  cutting  production.  "Rather  th; 
prostitute  a  valuable  timber  inventory  by  converting  it 
finished  inventory  which  would  either  be  sold  at  a  loss  th 
winter  or  possibly  remain  unsold  for  months,  we  have  sche 
uled  holiday  closures,  shift  curtailments  and  limited  mill  clc 


Waste  not,  want  not 


When  Crown  Zellerbach's  lin- 
erboard  mill  in  Antioch,  Calif, 
reopened  in  April  following  an 
eight-month  strike,  manage- 
ment found  itself  faced  with  a 
new  problem.  Since  1976 
Crown's  215,000-ton-a-year 
mill  has  been  running  solely 
on  wastepaper  rather  than  on 
virgin  wood  pulp.  During  the 
strike  its  suppliers  had  been 
selling  elsewhere.  Before  the 
mill  could  get  running,  suppli- 
ers had  to  be  reestablished. 

Wastepaper  is  a  much  bigger 
business  these  days  than  Boy- 
Scout  paper  drives.  About  25% 
of  the  paper  consumed  annual- 
ly is  collected  and  reused,  accounting  for  23%  of  the  fiber 
the  industry  uses  to  make  new  paper  and  paperboard.  Last 
year  almost  18  million  tons  of  wastepaper  were  collected, 
42%  more  than  in  1970.  Two  million  of  those  tons  were 
exported  to  Korea,  Japan,  Mexico  and  Canada.  While  the 
U.S.  is  a  net  importer  of  forest  products,  it  is  the  world's 
largest  exporter  of  wastepaper.  Crown  Zellerbach  found  it- 
self competing  with  foreigners  to  get  wastepaper. 

While  newspaper  drives  are  the  most  familiar  part  of 
wastepaper  recycling,  in  actuality  only  16%  of  the  wastepa- 
per used  comes  from  old  newsprint.  Some  35%  of  all  corru- 
gated boxes  end  up  being  collected  and  recycled.  Mixed 
wastepaper  such  as  computer  printouts  and  other  office 
paper  wastes  are  also  ahead  of  newspaper.  Today  around 
60%  of  the  fiber  used  in  paper  is  some  form  of  waste  wood, 


wastepaper  or  other  vegetable 
fibers  like  cotton.  As  the  price 
for  whole  trees  continues  to 
soar,  it  has  simply  become 
more  economical  to  use  waste 
fibers  rather  than  trees. 

Paperboard  products  like 
folding  cartons  and  corrugated 
boxes  are  the  biggest  users  of 
wastepaper.  Some  mills  use 
wastepaper  in  combination 
with  virgin  wood  pulp,  but  200 
mills,  like  Crown  Zellerbach's, 
can  run  on  wastepaper  alone. 
Fort  Howard  Paper  Co.,  the 
$295  million  (sales)  maker  of 
paper  towels  and  tissues,  de- 
pends almost  entirely  on 
wastepaper  for  its  fiber  needs  (see  Forbes,  June  12,  1978). 
The  American  Paper  Institute  estimates  that  capacity  built 
to  use  wastepaper  will  increase  around  1  million  tons  a  year 
over  the  next  three  years. 

For  such  mills,  the  problem  is  getting  supplies.  Suppliers 
cannot  be  too  far  away  from  a  mill  because  of  transportation 
costs.  Large  wastepaper  wholesalers  pay  organizations  and 
individuals  for  their  wastepaper,  but  historically  these 
prices  have  been  very  volatile:  In  recent  years  prices  for 
newspapers  have  varied  from  a  high  of  $30  a  ton  to  a  low  of 
$18.  But  long  term  the  future  looks  good  for  the  wastepaper 
industry.  Increased  capacity,  rising  prices  for  virgin  wood 
pulp  and  the  trend  toward  tax  incentives  for  investments  in 
recycling  processes  should  increasingly  make  wastepaper  an 
economical  alternative. 


200 


FORBES,  JANUARY  7,  198« 


If  you  want  to  know  how  to  read  our 
confusing  economy,  read  these* 


Will  the  economy  pick  up 
again  in  the  months  ahead? 
Or  can  we  expect  stagnation 
—  or  worse  — from  higher  oil 
prices,  a  shortage  of  capital, 
slowing  productivity? 

To  help  answer  questions 
like  these,  some  of  the  finest 
economic  thought  leaders  in 
America  have  participated  in 
23  lecture  series  at  U.S. 
colleges  and  universities. 


These  programs,  the  ITT 
Key  Issues  Lecture  Series, 
have  included  Dean  Rusk, 
Isaac  Asimov,  Vernon 
E.  Jordan,  Jr.,  Juanita  Kreps, 
Daniel  Boorstin,  former 
Congressman  John  E. 
Moss,  Lee  Loevinger, 
Raymond  Vernon,  among 
others. 

Their  talks  have  been 
brought  together  in  a  num- 


ber of  provocative,  enlight- 
ening volumes. 

Each  has  an  insightful 
foreword  by  Harold  S. 
Geneen,  ITT  Chairman. 

Here  are  the  latest. 


ITT 

The  best  ideas  are  the 
ideas  that  help  people. 

 1 


An  acute  look  at 
the  role  of  technol- 
ogy, capital  forma- 
tion and  other 
factors  in  shaping 
America's  eco- 
nomic future. 
Jules  Backman 
(ed),  Edwin 
Mansfield,  Norma 


Pace,  others. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


Leadership 
looms  as  our  latest 
shortage— and 
without  leadership, 
other  problems 
facing  us  are  mag- 
nified. The  alterna- 
tives are  discussed 
by  six  authorities, 
among  them: 


ANewTu 
i  Structure 
fo«  Tttf 
Ibtrred 
States 


Instead  of 
reforming  taxes, 
recent  laws  coulc1 
cause  still  more 
problems.  Ques- 
tions raised  by 
Donald  H. 
Skadden(ed-), 
Murray  L. 
Weidenbaum, 


Frank  E.  Kuzmits  (ed.),  John  B. 
Miner,  Earl  G.  Graves. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


others. 
□ 
□ 


hardcover  @$9.95 
paperback  @$4.95 


James  M.  Voss,  others. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


How  will  dwin- 
dling resources, 
population  trends, 
energy  costs  affect 
business7  An  inter- 
disciplinary review. 
Howard  F.  Van 
Zandt(ed.), 
Edward  T.  Hall, 
Sir  James  Lindsay, 


Like  everything 
else,  accounting 
procedures  are 
undergoing  sig- 
nificant changes 
these  days. 
Experts  in  busi- 
ness, government 
and  academic  life 
provide  a  lucid, 
practical  guide.  They  include  Dhia 
D.  AlHashim  and  James  W.  Robertson 
(eds.),  James  Don  Edwards,  former 
Congressman  John  E.  Moss. 

□  hardcover  @$12.50 

□  paperback  @$6.95 


The  impact  of 
inflation,  govern- 
ment policy  and 
international 
events  on  capital 
formation— and 
the  impact  that 
capital  scarcity  is 
likely  to  have. 
Among  those  dis- 
cussing the  issues:  Alan  Heslop  (ed.), 
David  I.  Meiselman,  Geoffrey  Bell. 

□  hardcover  @$9.95 

□  paperback  @$4.95 


HUE 


Order  these  essential  books  today. 
Write  to: 

Bobbs-Memll  Educational  Publishing 
4300  West  62nd  Street,  Dept.  0180F 
Indianapolis,  Indiana  46206 


Please  send  me  copies  of  the  books  I've  indicated  (for  more  than  one 
copy  of  any  title,  simply  indicate  number  in  parentheses).  I  enclose  check 

or  money  order  for  $  postpaid  by  return  mail .  ( Orders  recei  ved 

on  company  letterhead  can  be  m  voiced  after  shipment. ) 

Name  

Company  

Street  

City  


.State. 


.Zip. 
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ings/'  says  Lee  Simpson,  vice  president  for  operations  of 
Louisiana-Pacific,  a  big  timber  buyer. 

The  price  problem  may  be  blunted  somewhat  for  those 
companies  that  own  large  tracts  of  timberland.  Companies  like 
Weyerhaeuser  or  Crown  Zellerbach  can  simply  shift  to  cutting 
more  of  their  own  trees,  which  are  considerably  cheaper  than 
trees  purchased  outside.  Wood  costs  may  decline  in  the  South 
as  acreage  systematically  planted  after  World  War  II  matures. 
That  would  allow  companies  like  Georgia-Pacific  or  Champion 
International  to  increase  the  cutting  of  their  own  trees.  In 
contrast,  many  West  Coast  producers  rely  on  scarce  and  expen- 
sive timber  from  National  Forests.  Last  summer  Georgia- 
Pacific  was  even  importing  logs  all  the  way  from  its  acreage  in 
Chile  to  keep  a  mill  in  the  Northwest  supplied. 

Plywood  prices  are  being  affected  not  only  by  lower  housing 
starts  but  also  by  increased  competition  from  such  plywood 
substitutes  as  waferboard  and  other  products  made  from  wood 
scraps.  Louisiana-Pacific  plans  to  open  two  waferboard  mills  in 
the  Midwest  this  year  that  will  compete  directly  with  southern 
plywood  manufacturers.  Even  if  the  recession  is  short-lived, 
plywood  could  be  in  trouble  for  a  few  years,  thanks  to  an 
abundance  of  new  capacity  in  the  South. 

Once  housing  turns  around,  earnings  should  recover  quickly 
for  most  of  the  industry.  Housing  starts  are  expected  to  average 
around  2  million  a  year  during  most  of  the  1980s  as  more 
people  reach  prime  home-buying  age.  Meanwhile,  high  inter- 
est costs  plus  lower  output  will  hold  inventory  down. 

Export  markets  for  logs  and  lumber  were  strong  last  year  but 
could  slow  if  the  Japanese,  who  are  big  log  buyers,  act  to 
dampen  their  inflation.  Weyerhaeuser,  with  its  big  export  log 
business  to  Japan,  will  be  most  affected. 

But  remember  that  most  big  forest  products  companies  are 
also  paper  companies,  and  the  paper  business  should  do  better 
than  lumber  through  1980.  Earnings  from  paper  could  fall  by 


10%  to  30%  for  some  producers,  but  1979's  20%  increaa 
pushed  net  from  paper  to  record  levels — the  decline  will  corfl 
from  a  high  level.  Papermakers  hiked  prices  late  last  yea 
hoping  to  make  up  for  expected  10%  to  12%  cost  rises  in  198C 

What's  more,  the  slowdown  in  big-ticket  consumer  durable 
like  autos  and  housing  hasn't  extended  yet  to  nondurable 
using  a  lot  of  paper,  such  as  packaging  and  publishing.  Newsp; 
per  and  magazine  advertising  are  likely  to  benefit  from 
spillover  from  television,  where  the  Olympic  Games  and  th 
presidential  campaigns  will  put  a  squeeze  on  time. 

Paperboard,  the  largest  part  of  the  paper  industry — 49% 
total  output — seems  in  particularly  good  shape,  especially  lir 
erboard,  which  is  used  to  make  corrugated  boxes.  Linerboar 
prices  reached  $250  to  $270  a  ton  last  year  after  several  years  c 
huddling  around  $200  a  ton.  "The  breakeven  point  for  th 
average  linerboard  producer  is  $220  a  ton,"  says  Gary  Palmerc 
a  forest  products  analyst  with  Oppenheimer  &.  Co.  Little  nei 
capacity  was  built  during  the  years  of  low  prices,  so  supplie 
were  tight  last  year.  This  should  help  linerboard  producers  lik 
Union  Camp  and  Great  Northern  Nekoosa.  International  Papt 
shut  down  one  of  its  older  Louisiana  mills  last  year,  and  ove 
the  next  few  years  other  older  mills  may  close  because  of  th 
cost  of  complying  with  the  1984  clean  water  regulations. 

Coated  papers  (used  principally  in  magazines)  were  in  sue 
tight  supply  last  year  that  an  estimated  10%  of  what  was  use 
had  to  be  imported  from  Europe.  The  situation  was  so  bad  thai 
Time  Inc.  suspended  distribution  of  promotional  copies  of  it 
magazines,  cut  back  on  newsstand  distribution  and  was  evei 
printing  on  lower-quality  groundwood  paper.  Capacity  fo 
coated  papers  should  rise  a  hefty  6%  this  year.  But  the  earning 
of  companies  like  Consolidated  Paper,  which  is  adding  th 
most  capacity,  could  still  be  up  modestly,  since  high-cosi 
imports  will  be  cut  back  first. 

Last  year's  newsprint  shortage  came  from  rising  advertisin] 
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Our  Job, 


The  American  Electric  Power  System's 

philosophy  of 
service  was  first 
formally  stated  in 
1934  by  its  then 
President,  George 
Tidd.  This  under- 
standing of  our  job 
has  not  changed 
through  the  inter- 
vening years.  It  is  still 
our  pledge  to  the 
public  and  the  creed  of  every  employee. 
As  we  start  a  new 
decade  of  service  to 
6,400,000  persons 
in  seven  states,  I  feel 
it  worthwhile  to  reit- 
erate this  philosophy. 

"Our  job  is  gen- 
erating electricity  and 
getting  it  to  where  it's 
used.  We're  in  this 
business  because  it  is 
concerned  with  the  supply  of  a  fundamental 

requirement  of 
modern  living,  be- 
cause it's  an  honor- 
able one,  because 
we  like  it,  and  be- 
cause we  want  to 
earn  a  living  at  it. 

"We  aim  to  give 
one  kind  of  service 
to  everyone . . .  the 
best  that's  possible. 


That  means  supplying  our  customers  with 

what  they  want 
when  they  want  it. 
It  means  being 
courteous  at  all 
times  and  maintain- 
ing attractive,  easy- 
to-do-business  with 
offices. 

"It  means  doing 
everything  we  can  to 
keep  complaints 
from  arising,  and  it  means  prompt  and  fair 
handling  of  those 
that  do. 

"We  are  a  citizen 
of  each  community 
we  serve  and  take 
an  active  part  in 
its  affairs.  Like  any 
other  citizen,  we 
want  our  neighbors 
to  think  well  of  us. 
Besides,  it  makes 
good  business  sense.  We  prosper  only  as  the 

community  prospers; 
so  we  help  it  thrive 
in  every  way  we  can. 

"Such  is  our  job 
as  we  see  it.  We  are 
trying  to  do  it  well 
and  to  do  it  better 
all  the  time." 


W.  S.  White,  Jr. 
Chairman  of  the  Board  & 
Chief  Executive  Officer 


We  give  it  our  best 

American  Electric  Power 


Appalachian  Power  Co..  Indiana  &  Michigan  Electric  Co..  Kentucky  Power  Co..  Kingsport  Power  Co.,  Michigan  Power  Co.,  Ohio  Power  Co.,  Wheeling  Electric  Co. 
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linage,  increased  circulation  and  strikes  in  Canada  and  the  U.S. 
The  Los  Angeles  Times  even  offered  its  employees  up  to 
$25,000  in  rewards  for  good  suggestions  on  how  to  reduce 
newsprint  waste.  One  hard-pressed  Orange  County,  Calif,  pa- 
per paid  about  $500  a  ton  for  imported  newsprint  when  domes- 
tic newsprint,  if  you  could  get  it,  went  for  $340  a  ton.  This  year 
newsprint  capacity  in  the  U.S.  will  increase  by  11%,  but  even 
that  will  merely  lessen  dependence  on  imports  from  Canada, 
which  presently  supplies  two-thirds  of  U.S.  newsprint. 

About  $20  billion  worth  of  long-term  expansion  programs 
are  now  in  the  works  or  being  planned.  All  this  new  capacity  in 
an  industry  historically  plagued  by  overcapacity  has  some 
people  nervous.  This  year  alone,  companies  like  Boise  Cas- 
cade, International  Paper,  Mead  and  St.  Regis  plan  to  up  capital 
spending  20%,  and  Crown  Zellerbach  has  announced  plans 
over  the  next  five  years  that  would  increase  its  expansion 
program  by  50%.  Thomas  Clephane,  forest  products  analyst 
with  Morgan  Stanley,  predicts  this  new  capacity  combined 
with  the  recession  could  cut  operating  rates  to  around  89%  of 
capacity  from  92%  last  year.  Much  of  the  strength  of  paper 
earnings  in  recent  years  has  come  from  the  lack  of  additions  to 
capacity  in  the  1970s.  At  operating  rates  below  90%,  price 
increases  will  be  hard  to  get.  That  would  mean  lower  profit 
margins  already  squeezed  by  cost  increases. 

The  companies  say  they  need  the  expansion  to  meet  in- 
creases in  demand  through  the  1980s  and  that  new  capacity 
will  be  partially  offset  by  closing  older  mills.  Also,  much  of  the 
capacity  is  coming  in  products  like  newsprint  and  coated 
papers  where  supplies  are  short.  Paper  companies  are  in  better 
shape  now  than  in  the  early  1970s  when  the  last  round  of 
overbuilding  occurred. 

Not  everyone,  however,  shares  this  rosy  view.  Salomon 
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Brothers'  analyst  Bowen  Smith  is  concerned  particularly  abou 
coated  papers.  "Up  to  1976,  nobody  wanted  to  be  in  the  coate 
paper  business,"  says  Smith.  "Then  up  popped  specialty  mags 
zines  and  the  business  took  off.  But  newsstand  sales  are  off  an 
people  are  cutting  back  on  discretionary  spending,  just  at 
time  when  a  lot  of  capacity  is  coming  on." 

Last  year  was  a  rocky  one  for  nonpaper  packaging,  and  198 
looks  like  more  of  the  same.  Glass  containers  were  hard  hit  b 
a  cool  summer  and  less  drinking  of  beer  and  soft  drinks.  Plasti 
soda  bottles  finally  took  over  the  two-liter-size  soda-bottl 
business  and  are  moving  into  smaller  sizes.  Plastics  are  als> 
beginning  to  make  inroads  in  the  nonbeverage  markets.  By  th 
end  of  the  year,  inventories  of  glass  containers  at  bottlin, 
plants  were  10%  higher  than  a  year  ago,  and  companies  lik 
Brockway  Glass  and  Anchor  Hocking  (which  suffered  an  esti 
mated  33%  profit  decline)  had  closed  several  of  their  ineffi 
cient  plants.  For  the  plastic-bottle  makers  like  Owens-Illinoi 
and  Dorsey  Corp.,  however,  profits  will  be  at  record  highs. 

Metal  cans  did  better  than  glass  last  year,  and  can  shipment 
this  year  are  expected  to  be  up  1%.  Higher  costs  for  aluminun 
sheet,  steel  and  fuel,  plus  some  excess  capacity,  will  boost  cost: 
faster  than  prices  can  be  raised  without  losing  market  share 
But  companies  like  American  Can,  which  has  big  new  con 
tracts  with  brewers,  and  Crown  Cork  &  Seal,  the  industry': 
most  efficient  producer,  should  hold  their  own. 

Aluminum  is  again  looking  good  in  the  battle  against  steel 
largely  because  of  the  industry's  success  in  collecting  usee 
aluminum.  Recycled  aluminum  not  only  holds  down  raw  mate 
rial  costs  but  also  takes  less  energy  than  new  aluminum. 

You  can't  grow  new  aluminum  like  you  grow  new  trees,  bui 
it  is  reassuring  to  know  that  the  throwaway  world  has  some 
redeeming  aspects.  ■ 
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December  11,  1979 


Giffbrd-Hill  &  Company,  Inc. 


has  acquired 


Amcord,  Inc. 


The  undersigned  acted  as  financial  advisor  to  Gifford-Hill  &  Company,  Inc. 
and  as  Dealer  Manager  of  its  tender  offer. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


The  industry  is  not  as  pessimistic  about  its  prospects 
as  the  stock  market  is.  Who  will  prove  to  be  right? 


Construction 


There's  a  tendency  to  compare  1980  to  the  devastating 
housing  collapse  of  1975,  when  starts  plummeted  43% 
from  two  years  before,  drumming  thousands  of  small 
builders  out  of  the  business  and  scaring  plenty  of  Big  Board 
companies  too.  It  won't  happen  that  way  again.  The  hard 
times  of  1980  shouldn't  be  nearly  as  bad  as  1975,  providing 
construction  companies  have  learned  a  few  lessons.  Given  that 
the  recession  is  here,  the  industry  is  almost  itching  for  the  test. 
Says  Masonite  Corp.  President  Robert  N.  Rasmus,  "We  rather 
welcome  the  opportunity  to  see  what  kind  of  a  company  we 
are  today.  We'll  put  to  the  test  the  changes  we've  made  in  the 
last  five  years."  Translate:  In  1975  earnings  crashed  93%  to  12 
cents  a  share.  Rasmus  thinks  the  company  is  going  to  do  a 
helluva  lot  better  this  time. 

He's  right,  because  the  situation  is  different  today.  In  1975 
cash-laden  real  estate  investment  trusts  were  chasing  builders, 
slapping  money  into  their  hands.  Give  a  builder  money  and 
what's  be  going  to  do?  He'll  build.  Result:  a  disastrously  over- 
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built  market  just  as  money  tightened  and  prospective  buye 
stayed  home  on  Sunday  afternoons. 

This  year  it  is  different.  Inventories  of  unsold  homes  ai 
minimal  and  money  is  still  available.  Most  of  the  big  singli 
family  FHA-VA  builders  are  still  offering  mortgage  mone 
obtained  at  lower  mid- 1979  rates.  True,  the  big  backers  <) 
commercial  projects,  life  insurance  companies,  have  tightene 
the  spigots.  Prudential  quit  lending  in  late  1979.  Equitabl  jfe 
began  writing  mortgage  commitments  without  specific 
rates — the  rate  will  be  set  in  a  year  or  two  when  the  mortgag 
money  is  actually  advanced.  As  Equitable's  Senior  Vice  Pres: 
dent  of  Realty  Operations  Donald  R.  Waugh  Jr.  puts  it,  "Lenc 
ing  long  term  in  today's  inflation  is  like  setting  a  cake  of  ic 
out  in  the  sun  and  watching  it  melt."  But  all  is  not  lost.  Th 
pipeline  still  contains  money  that  entered  prior  to  Fed  Chaii|iik.: 
man  Paul  Volcker's  interest  rate  shock  of  last  Oct.  6. 

Now  for  the  big  question.  How  many  single-family  starts  i 
1 980?  Consensus'  guess  is  1 .4  million,  in  an  industry  capable  c 
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The  next  boom:  Will  it  be  too  much? 


Although  housing  is  sliding  into  a  down  year  in  1980,  you 
can  bet  your  bottom  dollar  that  it  will  be  back  up  within  a 
year  or  two.  By  1982  we'll  probably  be  back  to  at  least  2 
million  starts.  But  what  if  housing  should  shoot  right  past 
the  normal  2  million  crest,  heading  for  2.5  million  or  so?  A 
builder's  delight? 

"No,  that  would  be  a  horror  story," 
says  U.S.  Home  Chairman  Guy  Odom. 
Sounds  funny  coming  from  a  man  who 
makes  his  living  building  houses.  But  he 
is  right.  It  would  be  a  horror  story,  and 
one  that's  not  as  improbable  as  it  may 
sound. 

Here's  why.  Today  there  are  an  esti- 
mated 18  million  households  in  the  25- 
to-35-year-old  bracket,  a  prime  home 
buying  market.  That's  80%  more  than 
ten  years  ago.  The  demand  for  homes  is 
building  rapidly,  perhaps  to  about  2.5 
million  a  year.  Fortunately,  demand  is 
curbed  periodically  by  tight  money  and 
recessions. 

Yet  as  the  total  population  in  the  25- 
to-35  age  bracket  grows,  pent-up  home 
buying  demand  also  grows  inexorably. 
Just  as  soon  as  credit  eases  up,  all  those 
anxious  home  buyers  will  scurry  for  the  subdivisions.  If 
enough  mortgage  money  is  available,  the  home-building 
industry  might  hammer  its  way  right  through  the  current 
optimum  rate  of  1.8  million  to  2  million  starts. 

Beyond  that  lies  the  horror  story.  Listen  to  Ryan  Homes 
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Chairman  Malcolm  Prine,  who  says  his  company  can  make 
more  money  at  the  2  million  level  than  at  the  2.5  million. 
"Land  prices  shoot  up  and  builders  start  stealing  each  oth- 
er's subcontractors.  Materials,  such  as  insulation  and  ce- 
ment, show  up  late  or  not  at  all.  That  costs  time  and 
money."  For  instance,  when  Sheetrock 
was  in  short  supply,  U.S.  Home's  Odom 
remembers  trucking  it  from  Canada  to 
his  Florida  home  construction  sites. 
And  of  course  prices  shoot  up.  In  the 
last  boom,  building  materials  prices  rose 
50%  faster  than  other  commodities. 
Builders  also  wind  up  having  to  redo  a 
great  deal  of  the  work  done  by  inexperi- 
enced craftsmen. 

What  makes  this  situation  so  bad  is 
that  there's  no  reasonable  solution  as 
long  as  the  economy  continues  on  a 
roller-coaster  track.  Why  should  more 
craftsmen  enter  the  trades  when  they 
know  construction  unemployment  will 
top  20%  in  the  next  recession?  What 
supplier  is  willing  to  invest  in  new  pro- 
duction facilities  when  he  knows  dam 
well  that  another  housing  bust  is  never 
more  than  a  few  years  away?  Sure,  lum- 
ber, plywood  and  a  few  other  materials  can  be  diverted  to 
markets  such  as  Japan,  but  what's  General  Electric  going  to 
do  with  a  load  of  built-in  dishwashers  that  were  designed  for 
a  U.S.  home  buyer's  standard  of  living?  Sell  them  in  Mexico 
or  Korea? 


Gang 
ftp 


Cm 

■Ida 
Dili 
Gift 

fail 


206 


FORBES,  JANUARY  7,  198C  8] 


Mies  j 
ig  sinj 
e  moi 
icken 


If  interest  rates  stay  high,  many  prospective  buyers  won't  be 
able  to  qualify  for  loans.  Last  year  a  $75,000  loan  at  10% 
required  a  $625  monthly  interest  payment.  At  a  more  current 
13%  rate  (above  usury  ceilings  in  20  states),  the  interest 
payment  would  exceed  $800.  Prospective  buyers  are  further 
burdened  by  an  enormous  load  of  consumer  debt.  In  the  last 
five  years  consumer  installment  debt  has  risen  nearly  86%, 
well  beyond  the  47%  inflation  rate  in  the  same  period. 

The  builders  most  endangered  this  year  are  the  small  ones, 
who  on  average  build  about  30  homes  a  year,  representing  98% 
of  the  badly  fragmented  home  building  market.  They  build 
mostly  in  the  conventional  market,  where  interest  rates  and 
down  payments  are  frightfully  high.  Small  builders'  financing 
costs  are  running  about  20%,  driving  their  home  prices  up.  So 
speculative  building  is  simply  out  of  the  question.  Pity  the  poor 
builder  who  is  strung  out  with  unsold  homes  and  saddled  with 
heavy  debts. 

For  the  big  builders,  such  as  U.S.  Home,  Centex  and  Ryan 
Homes,  1980  looks  more  promising.  In  U.S.  Home's  headquar- 
ters market,  Houston,  home  sales  are  off  15%,  but  U.S.  Home's 
sales  are  up  15%.  "I'll  go  out  on  a  limb,"  says  Chairman  Guy 
Odom.  "I  think  we'll  do  better  this  year  than  last.  I'm  not 
saying  how  much  better,  maybe  only  a  nickel,  but  I  think  we'll 
do  better." 

Companies  like  U.S.  Home  have  enormous  financing  advan- 
tages. While  small  builders  are  shouldering  20%  financing  to 
carry  their  inventory,  U.S.  Home's  weighted  cost  is  only  8.4%, 
a  combination  of  no-cost  equity,  5.5%  debentures,  notes  at 
10%  and  10.75%,  plus  bank  loans  at  one-fourth  of  1%  over 
prime.  The  big  companies  are  also  capable  of  shifting  the  mix 
in  their  building.  U.S.  Home  is  doubling  its  attached-home 
production  to  comprise  30%  of  its  business,  because  attached 


Construction — Building  Materials 


Yardsticks  of  Management  Performance 
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Note:  Explanation  of  Yardstick  calculations  on  page  51. 

P-D  Profit  to  Deficit.  D  P  Deficit  to  Profit;  not  ranked  def  Deficit 


homes,  such  as  town  houses,  cost  less  and  sell  better  in  a  tight 
market. 

Pittsburgh-based  Ryan  Homes,  a  conservatively  managed 
company  that  hasn't  suffered  an  earnings  decline  in  years,  is  a 
good  example  of  why  diversified  builders  ought  to  survive  well 
in  1980.  If  Ryan  were  operating  only  in  unemployment-ridden 
Pittsburgh,  the  company  would  be  in  big  trouble.  But  it's  also 
building  in  Charlotte  and  in  Atlanta,  two  strong  markets.  Ryan 
Chairman  Malcolm  M.  Prine  thinks  his  company  will  do 
"slightly  better"  in  1980  than  last  year. 

The  least  optimistic  of  the  big  three  home  builders  is  Cen- 
tex. Chairman  Frank  Crossen  thinks  1980  starts  will  total 
about  1 .25  million.  Like  other  big  builders,  Centex  is  playing  it 
safe  by  concentrating  on  FHA-VA  homes,  with  their  low  down 
payments  and  easy  financing.  Centex  learned  a  bitter  lesson  in 
1975  when  it  jumped  into  the  sexy  high-rise  condo  market 
and,  halfway  through  construction,  got  caught  in  the  bust. 
"When  money  gets  tight  you  just  can't  quit  building  at  the 
tenth  floor  of  a  30-story  condo,"  says  Crossen.  "At  least  with 
detached  homes  you  can  stop  building  if  sales  fall  off." 

For  home  buyers  there  is  one  bright  spot  in  the  housing 
falloff.  Mill  prices  of  lumber,  which  peaked  late  last  summer, 
have  headed  down  along  with  housing  starts.  Plywood  fell  14% 
while  green  Douglas  fir  two-by-fours  tumbled  51%.  Price 
breaks  aren't  likely  to  follow  in  manufactured  materials,  but  as 
Ryan's  Prine  puts  it,  "We're  not  going  to  take  some  of  these 
price  increases  in  a  slack  housing  market.  The  demand's  just 
not  there.  We'll  find  some  other  suppliers."  Unfortunately 
costs  of  labor  and  land  are  both  rising,  exceeding  materials  cost 

208 


in  the  average  new  home,  so  don't  look  for  home  prices  to  fall 
What  of  the  building  materials  suppliers?  It's  a  cinch  th 
many  of  them  will  have  down  years,  simply  because  housii 
starts  are  falling.  But  because  many  of  them  reaped  fat  profii 
in  1978-79,  these  companies  are  improving  their  manufactu 
ing  facilities,  which  means  more  efficiency.  "For  the  ear 
'80s,  we're  budgeting  about  $100  million  a  year  for  capit 
spending,"  says  U.S.  Gypsum's  Chairman  Graham  J.  Morgas 
"A  few  years  ago  we  couldn't  spend  more  than  $50  million.' 

Perhaps  more  important,  they've  had  the  money  to  slic 
into  the  fast-growing  repair  and  remodeling  sectors.  For  ii 
stance,  today  less  than  40%  of  National  Gypsum's  business 
dependent  on  new  home  starts,  principally  because  the  corl 
pany  has  pushed  into  such  areas  as  ceramic  tile  and  vim 
products,  both  used  extensively  in  commercial  building  an 
remodeling. 

National  Gypsum's  President  John  P.  Hayes  says  he  thint 
the  repair  and  remodeling  business  will  grow  as  large  as  ne 
residential  construction  by  the  mid-Eighties.  "The  nation 
stock  of  housing  and  commercial  buildings  is  rising,  and  th, 
helps  the  repair  and  remodeling  business,"  he  says.  "Plus  wit 
today's  housing  values,  owners  have  an  equity  to  borro 
against  if  they  want  to  add  on  or  remodel."  Masonite  Presider 
Robert  Rasmus  says  his  company's  emphasis  on  the  remode 
ing  and  repair  sectors  is  one  reason  Masonite  will  be  hurt  "ii 
less  this  year  than  we  were  five  years  ago." 

Companies  such  as  Evans  Products  ought  to  do  particular 
well.  More  than  half  of  Evans'  sales  are  housing-related,  wi 
the  majority  in  do-it-yourself  lines  ranging  from  partially  coin 
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eted  homes  to  components  sold  through  Evans'  home  cen- 
rs.  Chairman  Monford  A.  Orloff  says  Evans'  do-it-yourself 
les  "are  up  substantially."  He  adds  that  Evans  has  all  the 
ortgage  and  construction  financing  it  needs  for  its  partially 
>mpleted  homes,  and  thinks  interest  rates  have  peaked. 
The  cement  industry,  which  sells  about  one-third  of  its 
oduct  to  the  new  home  market,  will  cool  off  for  the  first  time 

several  years.  The  Portland  Cement 
ssociation  predicts  cement  usage  will 
ip  about  2%  to  4%  this  year,  which  will 
it  factories  back  on  more  normal  oper- 
5yet||ing  schedules.  Most  of  the  last  two 
ars  of  allocation  has  ended,  except  for  a 
w  spots  such  as  the  West  Coast.  "Our 
:ople  in  the  field  don't  feel  pessimistic 
it,"  says  Ideal  Basic  Industries  CED  and 
'esident  John  A.  Love,  "but  if  the  Fed's 
irrent  monetary  policy  remains  in  place 
uch  longer,  we  will  be  affected."  Indus- 

y  capacity  isn't  likely  to  expand  much,  because  many  obso- 
scent  plants  are  being  closed  while  sky-high  costs  hold  down 
mstruction  of  new  ones.  When  new  home  starts  strengthen 
l  a  year  or  so,  cement  supply  is  almost  certain  to  be  tight. 
Heavy  construction  should  fare  reasonably  well,  because 
?80's  earnings  will  flow  from  projects  started  a  year  or  two 


"We  rather  welcome  the  oppor- 
tunity to  see  what  kind  of 
company  we  are  today.  We'll 
put  to  the  test  the  changes 
that  we've  made  in  the  last 
five  years." — Masonite  Corp. 
President  Robert  N.  Rasmus 


ago.  If  there  has  been  a  disappointment  for  heavy  contractors  it 
is  that  an  expected  capital  spending  spree  never  materialized. 
Profits  in  some  heavy  industries  have  been  so  slim  that  boards 
apparently  could  not  justify  building  new  facilities. 

Among  the  contractors'  biggest  problems  today  is  getting 
customers  to  acknowledge  their  bills  and  pay  them  promptly. 
"In  1979  we  lost  about  50  cents  a  share  in  net  earnings  because 
some  of  our  customers  have  money  man- 
agers who  find  ways  to  hold  back  pay- 
ments," explains  Fischbach  &  Moore  Ex- 
ecutive Vice  President  Philip  Heller. 
"That  forces  us  to  borrow  at  these  high 
interest  rates.  None  of  this  was  contem- 
plated a  year  or  two  ago  when  the  same 
customers  signed  the  contracts,"  he 
complains. 

For  all  the  talk  of  a  "soft  landing" 
|HH  scenario,  the  stock  market's  view  isn't 
quite  so  sanguine  as  that  of  building  in- 
dustry CEOs.  Look  at  the  companies'  P/Es:  U.S.  Gypsum 
and  U.S.  Home  at  4;  Lone  Star  Industries  at  5;  Morrison- 
Knudsen  and  Armstrong  Cork  at  6  and  Masonite  at  7.  During 
the  last  year  all  six  companies  have  been  busy  buying  back 
their  own  stock.  Come  next  year  we'll  see  what  kind  of  bargain 
that  was.  ■ 
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Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

i  Company 

5-year 
average 

5-year 
rank 

latest 
12 

months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5 -year 
average 

5-year 
rank 

5-year 
average 

5-year 
rank 

|  Heavy  Construction 

i  Parsons 

32.4% 

1 

26.5% 

0.3 

22.2% 

1 

23.2% 

3.4% 

18.4% 

11 

34.7% 

4 

l  Parker  Drilling 

26.1 

2 

24.2 

0.8 

14.8 

7 

14.5 

11.8 

35.2 

2 

36.6 

2 

Halliburton 

24.4 

3 

19.3 

0.1 

15.9 

3 

19.4 

5.0 

26.2 

5 

30.7 

8 

Fluor 

23.7 

4 

23.2 

0.0 

20.5 

2 

22.0 

2.9 

32.6 

3 

34.0 

5 

J  Ray  McDermott 

21.6 

5 

0.5 

0.3 

2.8 

4 

16.6 

1.1 

36.3 

1 

29.8 

9 



Raymond  Intl 

21.6 

6 

16.8 

0.4 

12.2 

6 

15.6 

2.4 

21.0 

8 

65.8 

1 

Blount 

21.4 

7 

22.8 

0.5 

14.6 

9 

12.5 

2.3 

9.3 

16 

18.0 

13 

■  Santa  Fe  Intl 

18.5 

8 

3.3 

0.7 

2.7 

11 

10.8 

2.4 

21.7 

7 

27.4 

10 

!  C  F  Braun 

18.5 

9 

12.0 

0.0 

8.7 

8 

13.7 

4.2 

18.7 

10 

32.4 

6 

Turner  Construction 

16.1 

10 

18.7 

0.0 

18.8 

5 

16.1 

0.4 

7.0 

17 

6.1 

15 

i  SEDCO 

16.0 

11 

2.4 

0.9 

3.3 

14 

9.8 

2.3 

22.0 

6 

18.2 

12 

(  Morrison  Knudsen 

14.3 

12 

16.9 

0.3 

14.2 

12 

10.7 

2.0 

15.1 

13 

27.0 

11 

Fischbach  &  Moore 

14.1 

13 

13.5 

0.3 

10.9 

13 

10.6 

1.7 

10.4 

15 

5.5 

16 

i  Dravo 

13.7 

14 

13.5 

0.1 

13.2 

10 

11.0 

2.7 

15.6 

12 

15.6 

14 

1  United  States  Filter 

9.5 

15 

9.0 

0.5 

6.9 

15 

8.7 

3.5 

27.2 

4 

35.8 

3 

i  Perini 

7.8 

16 

7.7 

0.1 

6.3 

16 

6.4 

1.2 

12.7 

14 

31.5 

7 

Dynalectron 

6.0 

17 

3.5 

0.8 

3.6 

17 

5.4 

0.3 

20.6 

9 

^3.1 

17 

Medians 

18.5 

13.5 

0.3 

12.2 

12.5 

2.4 

20.6 

29.8 

Home  Building 

i  Ryan  Homes 

20.2% 

1 

21.0% 

0.2 

17.8% 

1 

17.9% 

4.0% 

16.5% 

3 

13.7% 

3 

Centex 

19.3 

2 

21.4 

1.0 

8.5 

3 

9.1 

3.3 

20.5 

1 

18.0 

1 

U  S  Home 

16.6 

3 

28.2 

0.8 

15.8 

4 

8.8 

4.5 

17.3 

2 

14.6 

2 

Del  E  Webb 

10.8 

4 

9.2 

0.8 

10.3 

2 

9.9 

2.1 

6.4 

5 

11.3 

4 

Kaufman  &  Broad 

7.6 

5 

10.3 

0.1 

7.4 

5 

6.1 

3.5 

8.5 

4 

10.7 

5 

Medians 

16.6 

21.0 

0.8 

10.3 

9.1 

3.5 

16.5 

13.7 

Industry  Medians 

17.6 

15.2 

0.3 

11.6 

10.9 

2.6 

18.6 

22.6 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 
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Note:  Explanation  of  Yardstick  calculations  on  page  51 
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When  a  new  development  comes  along,  federal 

T  r  f  'V  s  u  t?  v% 

 .■■■"■■;;:.-.l'^!Ji.^!-.'  .■■'■ilALlL'iSa 

agencies  act  like  aroused  tomcats.  You  can  hear  the 

screeching  and  hissing  for  miles  around. 

■jFina 


Finance 


Securities  &  Exchange  Commission  Chairman  Harold 
M.  Williams  was  completely  unprepared.  The  occasion 
was  the  annual  convention  of  the  Securities  Industry 
Association,  and  he  was  heading  into  the  conference  room  at 
the  Boca  Raton  Hotel  and  Club  for  an  informal  chat  with 
reporters.  Williams  did  a  double  take.  There,  on  one  side  of  the 
room,  was  a  makeshift  throne,  fashioned  of  armchairs  and 
potted  palms.  Williams'  look  of  surprise  turned  into  a  grin.  He 
didn't  have  to  be  told  what  the  throne  symbolized:  the  empire- 
building  tendencies  of  his  and  other  federal  agencies.  The  joke 
wasn't  aimed  at  Williams;  he  has  been  a  sensible  regulator.  It 
was  aimed  at  the  career  bureaucrats  who  staff  most  of  the 
federal  agencies  that  regulate  finance. 

In  the  old  days,  the  boundaries  between  one  part  of  the 
financial  industry  and  another  were  fairly  clear.  There  was 
banking.  There  was  brokerage.  There  was  insurance.  There 
were  stock  mutual  funds,  thrifts,  credit  unions.  But  where  are 
the  boundaries  now?  Merrill  Lynch  currently  offers  something 
called  a  Cash  Management  Account.  It  is,  essentially,  a  margin 
account,  but  it  pays  dividends  on  a  cash  management  money 
fund  and  offers  checkwriting  and  VISA  card  privileges.  What 
kind  of  animal  is  it?  Banker?  Or  broker? 

When  the  boundaries  were  clear,  there  was  no  quarrel  over 
who  was  to  do  the  regulating.  The  SEC  regulated  the  brokers 
and  mutual  funds.  The  Federal  Reserve,  the  Office  of  the 
Comptroller  of  the  Currency  and  the  Federal  Deposit  Insurance 


Corp.  regulated  banks.  A  few  banks  and  all  insurance  comp 
nies  were  under  state  control.  But  who  regulates  a  Men- 
Lynch  Cash  Management  Account?  Who?  The  Fed  or  the  SEC 

The  SEC  is  also  fighting  the  Commodity  Futures  Tradii 
Commission  for  jurisdiction  over  many  types  of  futures  dea 
ings.  Who  should  oversee  a  mutual  fund  of  commodities  fi 
tures  contracts?  Both  organizations  assert  jurisdiction.  Wh 
about  a  mutual  fund  whose  portfolio  consists  of  U.S.  Treasui 
issues?  "It's  ours,"  says  the  SEC.  "Nonsense,"  says  the  Tre 
sury  Department. 

It's  a  real  donnybrook.  Listen  to  David  G.  Gartner,  s 
outspoken  Commodity  Futures  Trading  Commissioner:  "Tli 
Federal  Reserve  Board  has  expressed  regulatory  interest  in  tr 
futures  market  in  GNMA  certificates,  the  Department  of  tli 
Treasury  in  Treasury  notes,  bills  and  bond  futures.  And  tfc 
Securities  &  Exchange  Commission  in  proposed  futures  coij 
tracts  in  stock  indices  or  securities." 

The  ubiquitous  (some  would  say  obnoxious)  Federal  Trad 
Commission  has  gotten  into  the  financial  act,  too.  It  has  aske 
Congress  for  legislation  making  it  mandatory  that  small  bus, 
nessmen  be  told  which  private  credit  agency's  report  resulte 
in  denial  of  credit — a  back  door  into  jurisdiction  over  indu: 
tries  that  are  supposed  to  be  other  agencies'  turf. 

The  FTC  has  also  blustered  its  way  into  life  insuranct 
Insurance  operations  are  solely  under  the  jurisdiction  of  stat) 
commissioners,  but  that  didn't  stop  the  FTC  from  issuing 
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Not  just  another  empire,  he  protests 


The  Securities  &  Exchange  Commission  has  decided  it  cannot 
function  without  an  overview  of  the  economy  and  the  economic 
effect  of  each  of  its  decisions.  To  get  this  information,  the 
agency  is  finally  staffing  its  long-existing  economic  organiza 
tion,  building  it  to  46  professionals  to  do  the  job. 

"I  know  there  are  underutilized  economists  in  government 
service,  but  we  need  those  with  special  skills  who  know  securi 
ties  and  economics,"  says  SEC  Chairman  Harold  M.  Williams. 

The  Directorate  of  Economic  and  Policy  Research's  task  is  to 
evaluate,  among  other  things,  the  impact  of  trade  practices  on 
earnings  and  capita!  of  securities  firms. 

"More  and  more,  the  regulator  is  asked  to  leave  the  compara 
tively  narrow  and  familiar  scope  of  a  single  industry  and  join  in 
more  expansive  public  policy  debates,"  says  Williams.  That  is 
why  the  SEC  has  told  Congress  that  if  commercial  banks  were 
given  permission  to  underwrite  municipal  revenue  bonds,  small- 
er broker-dealers — presumably  those  which  are  now  marginally 
profitable — could  be  forced  out  of  business.  Williams  argues 
with  some  merit — that  loss  of  these  revenues  could  weaken 
brokers  and  damage  the  U.S.  capital-raising  mechanism.  That's 
why  he  wants  an  economics  research  section. 

Of  course,  the  SEC's  critics  see  it  differently.  They  think  the 
regulatory  agency  is  just  empire  building. 
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Finance— Banks 


Yardsticks  of  Management  Performance 


Profitability 


Growth 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings 
Per  Share 


Company 


5-year 
average 


latest 
5-year  12 
rank  months 


debt/ 

equity 

ratio 


latest 
12 

months 


5- year 
rank 


5- year 
average 


net 

profit 

margin 


5-year 
average 


5 -year 
rank 


5-year 
average 


5 -year 
rank 


i  Men 

T'.' 

res  ds 
lities 
d.  Hj 
Irei 
he  Tn 


New  York  Banks 

Citicorp 

J  P  Morgan  &  Co 
Mfrs  Hanover  Corp 
Bank  of  New  York 
Irving  Bank  Corp 


15.9% 

15.4 

14.7 

12.8 

12.6 


15.5% 

15.7 

14.6 

13.8 

14.3 


1.0 
0.3 
0.5 
0.2 
0.5 


9.7% 
13.4 
11.5 
12.2 
10.7 


11.0% 
12.9 
11.6 
11.0 

9.7 


5.1% 

8.8 

5.9 

6.4 

5.6 


19.3% 

15.9 

17.7. 

12.5 

10.9 


12.7% 

11.0 

10.6 

4.8 

9.8 


Chemical  New  York 
Chase  Manhattan 
Bankers  Trust  NY 
i  Marine  Midland  Banks 


11.7 
10.3 

9.9 
4.9 


12.1 
14.6 
13.0 
7.8 


0.5 
0.4 
0.4 
0.9 


8.9 
11.1 
10.0 

5.8 


9.1 
8.2 
8.2 
4.3 


4.3 
5.1 
4.3 
2.7 


16.7 
14.4 
12.1 

6.3 


6.2 
2.6 
1.2 
-12.9 


Medians 


12.6 


14.3 


0.5 


10.7 


9.7 


5.1 


14.4 


6.2 


to, 


Regional  Banks 

BankAmerica  Corp 
Texas  Commerce  Bshs 
Michigan  National 


'J,  I  US  Bancorp 

st  in 

it  ot 


First  Intl  Bancshares 


17.7% 

17.5 

17.4 

17.4 

17.2 


18.8% 

18.1 

16.9 

18.0 

17.9 


0.4 
0.1 
0.4 
0.5 
0.4 


14.4% 

16.6 

13.0 

12.9 

14.3 


13.8% 

16.4 

13.7 

13.9 

13.8 


6.6% 
10.8 

9.2 
12.6 

9.5 


17.5% 

27.5 

14.0 

14.5 

22.6 


5 
1 

17 
15 
3 


14.7% 

14.8 

13.6 

14.9 

13.4 


res  c 


Republic  of  Texas 
Seafirst 

Continental  Illinois 
First  City  Bancorp 
Valley  National  Bank  Ariz 


16.7 
15.7 
15.7 
15.5 
15.3 


6 
7 
8 
9 
10 


15.2 
16.5 
15.7 
16.5 
19.4 


0.3 
0.2 
0.4 
0.2 
0.2 


12.5 
15.8 
12.5 
14.6 
17.2 


4 

2 
10 

9 

12 


13.9 
15.4 
13.3 
13.4 
13.1 


8.0 
9.1 
6.4 
8.7 
10.0 


20.0 
15.7 
17.2 
23.1 
12.2 


4 

8 

7 
2 
23 


15.4 
12.6 
12.5 
12.9 
11.3 


2 
10 
11 

9 
14 


Rainier  Bancorp 
Northwest  Bancorp 
Crocker  National  Corp 
First  Bank  System 
Wells  Fargo 


15.1 
14.9 
14.8 
14.8 
14.7 


11 
12 
13 
14 
15 


15.3 
15.7 
22.2 
16.2 
16.5 


0.2 
0.4 
0.4 
0.3 
0.5 


13.2 
12.1 
14.6 
13.2 
12.0 


11 
16 
24 
15 

22 


13.2 
12.0 
10.3 
12.1 
11.0 


8.3 
9.6 
7.9 
10.4 
6.5 


15.7 
15.1 
13.9 
13.4 
15.0 


9 
10 
18 
19 
11 


16.7 
11.4 
10.8 
9.4 
15.0 


1 

13 
16 
19 

3 


isumj 


Security  Pacific 
DETROITBANK  Corp 
Western  Bancorp 
Wachovia  Corp 
Manufacturers  National  Corp 


14.1 
14.1 
13.9 
13.8 
13.8 


16 
17 
18 
19 
20 


17.2 
15.5 
18.0 
14.6 
14.8 


0.4 
0.1 
0.4 
0.1 
0.2 


12.6 
14.3 
13.8 
14.2 
12.7 


17 
8 
20 
14 
19 


12.0 
13.6 
11.3 
12.6 
11.5 


7.0 
10.7 

7.8 
10.5 

8.6 


15.0 
12.1 
11.8 
10.5 
12.0 


13 
24 
27 
31 
25 


12.4 
10.8 
10.3 
9.8 
9.2 


12 
15 
17 
18 
20 


Pittsburgh  National 
National  Detroit  Corp 
I  NCNB 
First  Chicago  Corp 
Philadelphia  National 


13.6 
12.8 
12.5 
12.4 
12.0 


21 
22 
23 
24 
25 


15.0 
13.1 
17.0 
11.3 
13.7 


0.1 
0.1 
0.8 
0.3 
0.6 


14.3 
12.0 
11.2 

9.5 
9.8 


13 
21 
30 
25 
29 


12.9 
11.1 

8.7 
10.2 

9.4 


10.4 

9.5 
8.5 
5.3 
7.4 


13.0 
9.5 
11.1 
15.0 
11.9 


20 
34 
30 
12 
26 


5.6 
8.2 
4.0 


22 
21 
30 
24 
32 


Northern  Trust 
AmeriTrust  Corp 
mil    Harris  Bankcorp 
Girard 

Mellon  National  Corp 


seem 


I  BancOhio  Corp 
'   !  First  National  Boston 

|?  Southeast  Banking 
-  ||  BanCal  Tri-State 


11.9 
11.6 
11.3 
11.2 
11.0 


26 
27 
28 
29 
30 


10.7 
11.6 

9.2 
15.4 
12.2 


0.2 
0.0 
0.2 
0.6 
0.2 


9.4 
11.6 

8.4 
11.0 
11.0 


23 
18 
27 
31 
28 


10.4 
11.6 

9.7 
8.4 
9.5 


6.1 
L1.8 
5.4 
7.9 
9.0 


11.3 
12.5 
12.5 
9.6 
9.9 


28 

22 
21 
33 
32 


7.1 
8.4 
6.3 
4.1 
7.7 


27 
23 
29 
31 
25 


10.9 
10.3 
9.6 
9.5 


31 
32 
33 
34 


10.9 
13.6 
14.7 
11.7 


0.1 

0.9 
0.8 
0.6 


10.0 

8.9 
10.2 
8.7 


26 
32 
33 
35 


10.1 

7.5 
7.5 
7.3 


7.5 
5.4 
8.1 
5.9 


14.5 
14.6 
17.3 
7.1 


15 
14 

6 
38 


6.3 
3.0 
-1.0 

7.5 


28 
33 
35 
26 


s  wets 


First  Wisconsin  Corp 
First  Penna  Corp 
Citizens  &  Southern  NB-Ga 
Fidelcor 


9.1 
7.7 
5.4 
2.8 


35 
36 
37 
38 


12.0 
6.6 
9.5 
def 


0.5 
0.8 
0.1 
0.6 


9.4 
5.9 
8.8 
def 


34 
36 
37 
38 


7.4 
6.2 
5.4 
3.0 


5.4 
2.5 
5.0 
def 


8.9 
11.3 
7.8 
7.4 


35 
29 
36 
37 


1.9 

-9.7 
-15.0 
-26.7 


34 
36 
37 
38 


Medians 


13.8 


15.3 


0.4 


12.3 


11.4 


8.1 


13.2 


9.3 


Industry  Medians 


13.6 


14.8 


0.4 


12.0 


11.0 


7.8 


13.4 


9.2 


All- Industry  Medians 


15.1 


16.7 


0.4 


11.8 


11.0 


5.3 


13.1 


13.1 


Note:  Explanation  of  Yardstick  calculations  on  page  51. 
def  Deficit. 
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report  that  charged  inadequate  life  insurance  company  policy 
cost  disclosure.  This,  naturally,  angered  the  commissioners. 

While  the  FTC  battles  with  the  National  Association  of 
Insurance  Commissioners,  the  SEC  is  objecting  to  commercial 
bank  marketing  of  guaranteed  investment  contracts,  which 
are  single-premium  annuities  with  a  guaranteed  rate  of  return. 

The  proliferation  of  high-interest-bearing  money  market 
mutual  funds,  money  market  certificates  offered  by  thrift 
institutions  and  credit  unions,  and  the  sale  of  federal  agency 
securities  is  unsettling  to  officials  like  Fed  Chairman  Paul  A. 
Volcker.  He  feels  that  enormous  amounts  of  money  are  escap- 
ing the  Fed's  reach  and  are  beyond  control  when  the  central 
bank  wishes  to  stimulate  or  to  restrain  economic  activity. 

Last  summer  G.  William  Miller,  who  was  then  chairman  of 
the  Federal  Reserve  Board,  warned  Congress  of  the  prolifera- 
tion of  deposit-type  instruments.  He  suggested  some  form  of 
central  bank  control  over  them.  For  example,  the  large  sums 
invested  in  money  instruments  and  money  market  funds  are 
handled  as  deposits,  subject  to  checking  withdrawal. 

The  Investment  Company  Institute  is  battling  the  SEC,  the 
CFTC  and  the  banking  agencies  over  a  mutual  fund  specializ- 
ing in  speculation  in  commodity  futures.  The  Boston  Futures 


Fund,  underwritten  by  Thomson  McKinnon  Securities  Ii 
requested  advice  from  the  SEC  about  exemption  from  regis! 
tion.  The  SEC  replied  that  Boston  Futures  Fund  and  its  advi 
need  not  register  under  the  Investment  Company  &  Inve 
ment  Advisers  Act,  provided  that  the  fund  limits  its  invt 
ment  in  futures  contracts  on  securities  to  U.S.  Treasi 
GNMA  and  commercial  paper.  The  odd  circumstance  is  tl 
money  market  funds  that  invest  in  the  actual  Treasury  sect 
ties — not  in  contracts  for  future  delivery — have  regularly  bt 
registering  with  the  SEC. 

A  refreshing  exception  to  the  interagency  squabbling  isi 
banking.  There,  the  five  major  regulators  have  formed  i 
Federal  Financial  Institutions  Examination  Council  to  coi 
questions  of  interest  to  the  entire  financial  industry  sphere.  Joi 
announcements  covering  government  guaranteed  loans,  el 
tronic  funds  transfer  and  a  uniform  rating  system  for  financ 
institutions  are  among  dozens  of  harmonious  decisions. 

But  this  is  an  exception.  Nearly  everywhere  else  among  1 
regulatory  agencies,  the  scene  is  like  a  back  alley  with  a  bun 
of  tomcats  stalking  a  lady  cat  in  heat.  Much  hissing 
clawing  and  screeching,  with  everybody  after  the  same  gi 
All,  of  course,  in  the  name  of  protecting  the  public.  ■ 
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Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings 
Per  Share 

Company 

5-year 
average 

5-year 
rank 

latest 
12 

months 

debt/ 

equity 

ratio 

latest 
12 

months 

5-year 
rank 

5-year 
average 

net 

profit 

margin 

5-year 
average 

5-year 
rank 

5-year 
average 

5-yeai 
rank 

Finance  Companies 

Household  Finance 

15.7% 

1 

17.4% 

2.0 

7.2% 

1 

7.3% 

3.7% 

12.4% 

2 

9.0% 

2 

Beneficial  Corp 

13.6 

2 

14.2 

2.5 

6.1 

3 

6.3 

5.1 

6.7 

4 

4.0 

4 

CIT  Financial 

12.3 

3 

16.9 

2.2 

7.6 

2 

6.3 

24.5 

6.9 

3 

4.3 

3 

Control  Data 

7.4 

4 

1 1.0 

0.4 

8.6 

4 

6.0 

3.8 

13.0 

1 

16.0 

Medians 

13.0 

15.6 

2.1 

7.4 

6.3 

4.5 

9.7 

6.7 

Financial  Services 

Marsh  &  McLennan 

32.6% 

35.3% 

0.0 

35.2% 

1 

32.2% 

15.6% 

15.2% 

11 

15.3% 

14 

Shearson  Hayden  Stone 

26.5 

2 

29.3 

1.1 

20.0 

4 

15.7 

6.6 

34.6 

1 

62.6 

2 

American  Financial 

26.1 

3 

64.2 

1.9 

14.8 

16 

8.2 

8.8 

27.5 

2 

21.9 

6 

Avco 

23.0 

4 

21.5 

3.0 

6.9 

17 

7.8 

6.2 

5.5 

20 

D-P 

E  F  Hutton  Group 

22.9 

5 

20.5 

0.4 

16.1 

2 

18.3 

4.5 

24.5 

3 

26.2 

4 

Baldwin-United 

21.4 

6 

26.7 

0.5 

16.5 

5 

14.7 

9.1 

19.4 

6 

17.7 

9 

American  Express 

19.6 

7 

21.9 

0.3 

17.5 

3 

16.3 

7.6 

15.7 

10 

16.9 

11 

Paine  Webber 

18.0 

8 

16.9 

0.4 

12.6 

11 

13.2 

2.7 

22.1 

4 

32.2 

3 

Transamerica 

16.3 

9 

19.7 

0.8 

12.1 

15 

10.2 

5.9 

10.9 

18 

24.2 

5 

Imperial  Corp  of  Am 

16.2 

10 

17.1 

0.3 

14.1 

6 

14.0 

13.1 

20.1 

5 

21.0 

7 

Federal  Natl  Mortgage 

15.9 

11 

13.2 

24.3 

4.3 

20 

4.2 

4.4 

14.4 

13 

11.3 

16 

H  F  Ahmanson 

15.1 

12 

15.8 

0.6 

11.5 

10 

13.3 

10.2 

189 

7 

16.8 

12 

First  Charter  Finl 

14.8 

13 

13.3 

0.6 

9.8 

7 

13.8 

11.9 

17.6 

9 

16.6 

13 

Great  Western  Financial 

14.3 

14 

16.5 

0.2 

14.4 

12 

13.1 

11.2 

15.0 

12 

17.2 

10 

Merrill  Lynch  &  Co 

14.0 

15 

14.0 

0.0 

13.9 

8 

13.7 

5.3 

14.4 

14 

8.9 

17 

Walter  E  Heller  Intl 

13.9 

16 

13.9 

2.8 

6.7 

18 

7.3 

6.8 

11.6* 

16 

4.9t 

19 

Dean  Witter  Reynolds 

13.7 

17 

7.1 

0.1 

7.4 

9 

13.4 

2.2 

18.5 

8 

11.8 

15 

Sears,  Roebuck 

12.6 

18 

12.3 

0.3 

10.1 

13 

10.5 

5.0 

7.8 

19 

6.1 

18 

Bache  Group 

7.5 

19 

9.2 

0.2 

9.1 

19 

7.1 

2.5 

12.5 

15 

18.3 

8 

Reliance  Group 

3.1 

20 

34.8 

1.1 

15.2 

14 

10.3 

6.9 

11.3 

17 

140.5 

1 

Medians 

16.1 

17.0 

0.5 

13.3 

13.3 

6.7 

15.5 

17.2 

Industry  Medians 

15.4 

16.9 

0.6 

11.8 

11.8 

6.4 

14.7 

16.8 

Ail  Industry  Medians 

15.1 

16.7 

0.4 

11.8 

11.0 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
t Four-year  growth.  D  P  Deficit  to  Profit;  not  ranked. 


212 


FORBES,  JANUARY  7,  191   •  j 


low  do  the  middle-ranking  companies  in  each  of  the  31  main 
ndustry  groups  compare  in  terms  of  growth  and  profitability? 

\ 

Who's  Where  in  the 
Industry  Groups 


■w«  hich  U.S.  industry  has  shown  the  highest  return  on 
|  llJk/  equity  over  the  last  12  months?  Which  has  had  the 
[  W  w  greatest  five-year  growth  in  earnings  per  share? 
1  If  you  guessed  broadcasting  on  the  first  question,  you  were 
ftvay  off.  True,  the  media  group,  a  separate  industry  grouping  this 
|rear,  is  number  one  in  ROE  over  the  last  five  years  because  it  is 
Inade  up  of  two  profitable  industries,  broadcasting  and  publish- 
jjng.  But  over  the  last  12  months,  ten  industry  subgroups  did 
Jpetter  than  both  of  them:  domestic  oil  and  gas  (23.2%),  the  fire 
(Jind  casualty  insurance  business  (23.0% ),  ethical  drugs  (23.0% ), 
Uiluminum  (21.4%),  tobacco  (21.3%),  home  building  (21.0%), 
(Jrlectrical  equipment  (22.0%),  entertainment  (22.0%),  specialty 
Ihemicals  (20.9%)  and  truckers  (20.8%). 
1  If  you  guessed  aerospace  and  defense  or  computers  on  the 
wecond  question,  you  were  close  but  not  close  enough.  Both  the 
mining-  and  drilling-equipment  industry  and  heavy  construc- 
tion have  had  greater  five-year  growth  in  per-share  earnings 
h  han  aerospace  and  computers. 

The  following  tables  go  through  the  same  exercise  that  many 
investors  go  through  to  pick  the  industries  their  portfolios 
jihould  include.  Once  the  right  industries  have  been  chosen, 
|  he  next  step  is  to  decide  which  companies  in  those  industries 
lire  the  best  investments. 

]  These  Yardsticks  are  designed  to  give  exactly  that  kind  of 
bvervicw.  They  rank  the  median  or  middle-ranking  companies 
n  all  of  Forbes'  31  major  industry  groupings  in  the  same 
partner  as  the  1,035  separate  companies  are  ranked  elsewhere 
|n  this  issue.  The  31  groups  are  broken  down  even  further  into 
!|!3  separate  industries — showing,  for  example,  separate  num- 
bers for  five  distinct  segments  of  the  food  and  drink  industries, 
ilrie  results  indicate  which  industries  are  the  most  profitable, 
i  vhich  have  the  fastest  earnings  growth  and  which  have  shown 
Jhe  most  promising  trends  in  the  latest  12  months.  We  use 
medians  rather  than  averages  to  avoid  distorting  the  results 
through  abnormal  windfall  earnings  at  the  top  or  staggering 


losses  at  the  bottom.  These  medians,  in  short,  are  the  track 
record  of  companies  in  the  middle  of  a  group. 

Comparing  these  track  records  can  turn  up  surprising  in- 
sights. The  apparel  group,  for  example,  ranks  next  to  last  among 
the  31  groups  for  ROE — only  air  transportation  is  lower — but 
within  it,  the  shoe  industry  has  had  a  higher  return  on  total 
capital  over  the  last  12  months  (14.7%)  than  such  businesses  as 
health  care  products  and  services  (13.4%),  heavy  construction 
(12.2%)  or  any  energy  industry  but  international  oils.  For  the 
same  12  months,  electrical  equipment's  19.3%  return  was  not 
only  substantially  higher  than  that  of  its  more  glamorous 
cousin,  electronic  equipment  (16.4%),  but  even  higher  than 
ethical  drugs  (19.1%).  And  copiers  and  office  equipment  (16.0%) 
were  a  more  profitable  business  than  computers  (15.4%). 

A  closer  look  turns  up  cyclical  industries  just  starting  to  turn 
down,  or  trouble  spots  in  others  just  beginning  to  show  up. 
Return  on  total  capital  in  the  computer  industry,  for  example, 
was  15.6%  over  the  last  five  years,-  but  for  the  last  12  months  it 
slipped  a  bit  to  15.4%.  The  entertainment  industry's  return  on 
equity  for  five  years  was  24.5%,  but  last  year  it  was  22.0% .  The 
troubled  coal  industry  had  a  respectable  return  on  total  capital 
over  five  years  of  14.2%,  but  in  the  latest  12  months  it  fell 
drastically,  to  8.0% .  The  food  service  industry's  five-year  return 
of  12.8%  shrank  to  a  12-month  return  of  9.8%.  National 
supermarket  chains,  which  ran  behind  regional  chains  for  the 
five-year  return  on  equity,  pulled  strongly  ahead  in  the  past  year. 

On  a  brighter  note,  look  at  steel.  Last  year,  thanks  to  some 
government  trade-barrier  help,  its  profitability  rose  substan- 
tially. The  group's  overall  return  on  equity  for  the  last  12 
months  jumped  nearly  78%  above  the  previous  12-month 
period  and  is  nearly  50%  above  its  five-year  average;  and  the 
more  profitable  specialty  steel  segment,  with  a  16.9%  12- 
month  ROE,  did  belter  last  year  than  half  the  industries  on  the 
list,  including  diversified  chemicals,  life  insurance  and  the 
overall  construction  group.  ■ 
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Industry  Medians 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

• 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

debt/ 

latest 

net 

Industry 

5-year 

5- year 

12 

equity 

12 

5-year 

5-year 

profit 

5- year 

5-year 

5 -year 

5-year 

average 

rank 

months 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Media 

19.6% 

I 

20.2% 

0.1 

16.7% 

15.4% 

6.7% 

1/ .  3  /o 

3 

Broadcasting 

20.6 

207 

0.7 

15.0 

14.9 

5.4 

12.8 

22.1 

Puhli  sh  i  ii^ 

19.5 

19.7 

0.1 

17.2 

15.8 

6.7 

14.3 

- 

17.4 

- 

Personal  Products 

19.3 

2 

20.5 

0.3 

15.1 

5 

14.2 

6.1 

15.0 

7 

10.8 

23 

Tobacco 

18.2 

21.3 

0.6 

12.2 

10.5 

5.5 

12.2 

8.9 

Toiletries  &  Cosmetics 

19.3 

20.5 

0.3 

15.8 

14.9 

7.0 

15.3 

- 

11.2 

- 

Aerospace  &  Defense 

18.6 

3 

20.3 

0.2 

15.7 

6 

13.7 

4.2 

13.1 

16 

26.4 

] 

Health  Care 

18.1 

4 

19.3 

0.3 

14.4 

7 

13.4 

8.1 

14.4 

10 

13.9 

12 

Ethical  Drugs 

20.7 

23.0 

0.2 

19.1 

18.0 

12.5 

13.4 

12.6 

Proprietary  Drugs 

16.0 

16.7 

0.2 

15.0 

14.2 

7.4 

11.3  1 

8.3 

Health  Care  Prods  &  Services 

17.7 

19.3 

0.3 

13.4 

12.2 

7.7 

17.5 

19.0 

Information  Processing 

17.9 

5 

19.6 

0.3 

15.8 

3 

14.4 

7.9 

16.0 

6 

19.3 

3 

Computers 

18^0 

18.5 

0.3 

15.4 

15^6 

8.7 

21.7 

22.7 

Copiers  is  Office  Equipment 

17.8 

- 

20.0 

0.3 

16.0 

— 

13.0 

6.1 

15.4 

9.0 

1  /  .0 

o 

15.2 

0.3 

1  1  A 
11.  O 

17 

1/ 

1U.V 

2.6 

18.6 

2 

22.6 

2 

Heavy  Construction 

18.5 

13.5 

0^3 

12.2 

12.5 

2*4 

20.6 

- 

29.8 

- 

Home  Building 

16.6 

- 

i 1  n 
Z 1  .u 

0.8 

10.3 

- 

9.1 

'3.5 

10.  D 

11  7 

Electronics  &  Electrical  Equip 

17.2 

7 

0  *> 
u.z 

17.8 

2 

14.7 

0.3 

f>  7 

10 

17  Z 

c 
3 

Elcc  tronic  Elju l pm cut 

ic  7 

ID.  1 

19.6 

0.2 

10.4 

iZ.o 

5.9 

u.6 

22.7 

Fli'r  frip-il  F f 1 1 i i r\m i *n t 

1  V.fS 

22.0 

0.2 

1  V.o 

17  1 
1 1  ,L 

6.8 

13.8 

- 

14.0 

- 

Energy 

17.0 

8 

22.5 

0.5 

14.1 

11 

11.9 

5.9 

20.8 

1 

16.3 

8 

In t t'rn  ltiiin^l  Oil1-; 

1  1  1  Ik.  1  1  1*1  1  1  '  M  1  .1  1     \   '  I  IS 

15.3 

— 

20.2 

0.3 

15.0 

— 

117 

5.1 

17.0 

9.9 

Willi!  Wl  1  C\  Ijdh 

17.0 

23  2 

14. 1 

1 1.7 

D.  3 

21  6 

17.4 

Co.nl 

1  7  7 

l/.r 

14.1 

0.3 

o.U 

14  1 

4.5 

15.4 

- 

17.8 

- 

Finance-  Insurance 

16.8 

9 

19.9 

0.1 

17.3 

3 

14.4 

8.9 

12.9 

U 

15.9 

9 

Life 

13.3 

15.0 

■  0.1 

14.0 

12.8 

11.2 

10.2 

12.1 

Fire  £\  Oasualty 

19.2 

- 

23.0 

0.1 

22.3 

- 

17.8 

8.9 

14.9 

16.9 

M 1 1 1  ft nl i'  I  i m* 

»  l  1  1  1  1  ,  |  N  1       I  111'. 

18.2 

- 

20.0 

0. 1 

17.4 

- 

15.1 

8.2 

13.1 

18.5 

leisure 

16.3 

10 

16.0 

0.5 

11.9 

12.7 

4.4 

14.6 

9 

11.3 

22 

Travel 

127 

16.0 

0.7 

97 

7^4 

4.5 

14.6 

15.6 

Entertainment 

24.5 

- 

22.0 

0.5 

16.9 

- 

16.2 

8.5 

17.1 

19.3 

Recreation 

1  1  7 

lo.  / 

13.4 

0.3 

in  tt 

in  s 

lU.o 

3.7 

11.3 

8.5 

Food  Service 

1  C  1 

15.5 

0.9 

O  Q 

y.o 

4.0 

20.7 

10.1 

Industrial  Equipment 

16.2 

11 

1  /  .0 

0.3 

14.2 

8 

12.7 

6.1 

11  n 

13 

17  A. 
1/  .0 

** 

Production  Equipment 

17.0 

- 

18  4 

0.3 

14.6 

— 

12.0 

6.0 

12  4 

17.6 

15.7 

17  2 

0.3 

14.1 

127 

5.7 

13  7 

16.5 

*  i instruction  cs  /vlaterials  Hanilling 

15.4 

17.0 

12.4 

10.7 

5  2 

13.0 

_ 

16.8 

- 

Mining     Orilling  Equipment 

21.2 

_ 

19.1 

yj.o 

14.9 

_ 

15.4 

9  5 

21.9 

- 

30.4 

- 

Rail  Equipment 

13.7 

- 

1  q  7 

0.7 

7.6 

- 

7.5 

5.9 

lo.Z 

1 1  1 
11.0 

15.6 

12 

16.1 

0.6 

12.3 

10 

12.3 

1.1 

16.5 

4 

15.0 

11 

Food  'distributors 

15*6 

15.9 

0.7 

10^8 

12^6 

1.0 

16.8 

— 

14.4 

— 

Other  Wholesalers 

15.6 

_ 

16.8 

0.5 

12.7 

- 

10.8 

2.3 

13.1 

15.4 

Utilities— Natural  Gas 

15.5 

13 

16.3 

0.8 

8.3 

28 

8.0 

5.2 

18.0 

3 

9.2 

28 

Producers  &  Pipeliners 

15.9 

17.1 

0.8 

8.5 

8.1 

5.2 

17.5 

9.8 

Pipeliners  &  Distributors 

18.2 

- 

18.8 

0.7 

10.0 

- 

9.3 

67 

23.7 

- 

13.6 

— 

Distributors 

12.4 

14.3 

0.8 

8.0 

7.2 

4.8  . 

16.7 

6.0 

r incline — viiiisiimii  nuance 

15.4 

14 

16.9 

0.6 

11.8 

12 

11.8 

6.4 

14.7 

8 

16.8 

7 

Finance  Companies 

13.0 

15.6 

2.1 

7.4 

6.3 

4.5 

9.7 

6.7 

Financial  Services 

16.1 

17.0 

0.5 

13.3 

13.3 

6.7 

15.5 

17.2 

Automotive 

15.1 

15 

17.0 

0.4 

13.0 

14 

11.4 

4.0 

12.1 

23 

13.4 

15 

Vehicles 

15.4 

18.9 

0.4 

13.7 

11.6 

3.7 

13.8 

13.8 

Tire  &  Rubber 

7.4 

7.1 

0.6 

5.9 

5.9 

2.1 

9.6 

3.9 

Auto  Supplies 

16.2 

17.3 

0.3 

13.6 

11.8 

4.5 

13.2 

15.3 

Chemicals 

15.1 

15 

17.4 

0.4 

12.1 

15 

11.2 

6.1 

14.4 

10 

13.0 

17 

Diversified  Chemicals 

13.5 

15.9 

0.4 

107 

10.2 

6.1 

13.6 

9.1 

Specialists 

17.4 

20.9 

0.4 

13.9 

11.5 

6.1 

16.0 

16.8 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
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Industry  Medians 


Yardsticks  of  Management  Performance 


Profitability 

Growth 

Earnings 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Per  Share 

latest 

aeot/ 

latest 

net 

Industry 

5-year 

5-year 

equity 

12 

5  year 

5  year 

profit 

5-year 

5- year 

5  year 

5  year 

average 

rank 

mi  ml 

ratio 

months 

rank 

average 

margin 

average 

rank 

average 

rank 

Household  Products 

14.9% 

16.7% 

0.4 

i  i  no/ 

is 

IU.0  /o 

4.4% 

9.0% 

30 

in  to/ 

1U./ 70 

f%A 

Appliances 

io'.i 

15.2 

0.5 

11.0 

9.0 

3.7 

6.8 

- 

3.2 

Housewares  &  Furnishings 

14.9 

- 

17.6 

0.6 

12.3 

- 

10.6 

5.0 

9.9 

- 

12.7 

_ 

Housekeeping  Products 

17.3 

- 

1  7  1 

1  /  .  1 

0.3 

13.6 

- 

14.1 

6.3 

1  £  7 

11.0 

- 

14.9 

17 

14.4 

1  0 

l.U 

9.9 

22 

9.8 

i  9 

12.9 

17 

15.1 

10 

Major  Chains 

14.0 

16.5 

1.0 

9.4 

8.7 

1.2 

10.0 

- 

12.2 

Regional  Chains 

15.0 

_ 

LH.O 

1.1 

10.1 

_ 

10.4 

1.2 

14  1 

16.2 

_ 

i  FnnH  &  Drink 

14.7 

19 

n.o 

0.4 

11.2 

13 

11.6 

0  0 

it  n 

1Z.U 

.4 

11.9 

20 

Diversified  Foods 

15.7 

- 

15.7 

04 

10.7 

- 

11.5 

3.1 

12.2 

12.3 

- 

!  Meatpackers 

13.9  . 

- 

16.6 

0.6 

11.0 

.  - 

10.1 

1.2 

9.8 

_ 

9.0 

- 

]  Agricultural  Commodities 

1  7  A 

13.6 

0.4 

in  o 

1  z.u 

2.2 

13.2 

_ 

Z4.U 

Other  Food  Specialists 

15.9 

17.4 

0.4 

12.1 

z 

12.2 

3.7 

12.9 

_ 

11.9 

Drinks 

14.1 

14.9 

0.4  • 

11.3 

_ 

10.2 

5.1 

12.4 

6.2 

_ 

I  Forest  Products  &  Packaging 

14.2 

20 

16.3 

0.4 

11.3 

23 

9.6 

5.5 

12.4 

21 

12.9 

18 

16.3 

18.9 

12.1 

10.7 

7  A 

12.4 

15.1 

Packaging 

13.1 

- 

14.3 

0.4 

9.4 

- 

9.2 

4.0 

11.9 

- 

12.0 

- 

*  Multicompanies-Conglomerates 

14.0 

21 

19.1 

0.7 

9.9 

24 

9.2 

3.9 

10.8 

27 

11.6 

21 

Construction-Building  Materials 

13.9 

22 

17.3 

0.4 

11.4 

10 

in  3 

5.7 

11.5 

26 

i  Z.ll 

10 

Lumber 

157 

19.0 

0.4 

12.0 

10.0 

6.7 

12.9 

- 

11.2 

1  Cement  &  Gypsum 

12.7 

18.7 

0.4 

13.1 

9.6 

8.1 

11.1 

- 

10.9 

|  Other  Building  Materials 

12.9 

- 

14  1 

0.4 

10.3 

- 

10.3 

5.2 

in  n 

12.2 

_ 

Building  Equipment 

20.5 

_ 

18.2 

0.2 

15.0 

_ 

14.4 

57 

12.2 

- 

15.8 

_ 

;  Finance-Banks 

13.6 

23 

14.8 

0.4 

12.0 

16 

11.0 

7.8 

13.4 

15 

9.2 

28 

New  York  Banks 

12.6 

- 

14.3 

0.5 

10.7 

- 

9.7 

5.1 

14.4 

_ 

6.2 

- 

Regional  Banks 

13.8 

- 

15.3 

0.4 

12.3 

- 

11.4 

8.1 

13.2 

_ 

9.3 

- 

Retail  Distribution 

i  j.i 

15.1 

0.7 

in  i 

21 

0  0 

2.8 

12.2 

22 

10.4 

Department  Stores 

12.8 

12.3 

0.7 

8.2 

8.5 

2.9 

9.3 

- 

8*,2 

Discount  &  Variety  Stores 

11.0 

- 

12.6 

1.1 

7.0 

- 

7.6 

1.5 

11.8 

- 

9.0 

- 

Drug  Chains 

18.8 

- 

18  1 

0.5 

13.8 

- 

15.4 

2.3 

LO.O 

17.4 

- 

Specialty  Retailers 

17.3 

- 

19.1 

0.7 

13.8 

- 

14.1 

3.8 

13.3 

_ 

13.8 

- 

Multicompanies-  Mufti  Industry 

12.6 

25 

15.0 

0.4 

10.8 

20 

10.1 

5.3 

9.9 

29 

13.1 

16 

:  Utilities-Electric  &  Telephone 

11.8 

26 

12.0 

0.9 

6.4 

30 

6.3 

10.9 

16.1 

2.9 

31 

i  Northeast 

11.2 

117 

1.0 

6.4 

- 

6.3 

10.5 

13^9 

3.5 

;  Midwest 

12.0 

12.1 

0.9 

6.3 

6.4 

11.9 

16.3 

- 

1.9 

1  Southeast 

11.8 

_ 

11.5 

0.9 

6.2 

_ 

6.2 

10.7 

18.5 

- 

2.0 

_ 

1  Southwest 

13.4 

_ 

12.4 

0.9 

6.8 

- 

7.1 

10.8 

19.7 

- 

4.5 

- 

j  West 

11.0 

- 

in  o 

0.9 

6.4 

- 

6.6 

13.8 

18  0 

1.3 

- 

i  Telecommunications 

13.1 

14.9 

0.9 

7  1 

o.y 

10.3 

11.5 

Q  A 

Transportation-Surface 

11.7 

27 

12.8 

0.8 

7.5 

29 

6.9 

4.8 

11.8 

25 

13.9 

12 

'  Railroads 

8.8 

_ 

10.0 

0.8 

6.2 

_ 

5.3 

6.8 

y.L 

12.7 

- 

1  Truckers 

22.5 

- 

20.8 

0.9 

9.9 

- 

10.8 

4.2 

15.0 

17.6 

- 

'  Other  Surface  Transportation 

15.7 

16.3 

n  7 

O.I 

8.3 

13.1 

_ 

o  c 

O.D 

Metals 

11.3 

28 

19.3 

0.5 

11.0 

lb 

o.i 

6.0 

12.5 

20 

in 
51) 

li  Aluminum 

13.0 

21.4 

0.6 

13.1 

8.5 

7.9 

no 
12. V 

18.0 

1  Copper 

4  ^ 

13.8 

0.7 

7.5 

3.8 

4.4 

7.8 

- 

-5.6 

li   r\:  ■  Ll     J  Kyi    .  l 

.Diversified  Metals 

11.3 

18.6 

n  /i 

12.8 

8.8 

lo.Z 

2.9 

10.9 

29 

15.8 

0.4 

10.5 

27 

8.1 

4.3 

10.7 

28 

10.2 

26 

j  Basic  Producers 

7.1 

12.1 

0*4 

7.8 

5.7 

4.\ 

10.4 

5.5 

14.1 

16.9 

0.4 

11.6 

11.4 

4.5 

10.8 

11.5 

Apparel 

10.2 

30 

12.4 

0.3 

8.9 

25 

8.7 

3.1 

8.4 

31 

9.3 

27 

1  Apparel 

10.0 

12.1 

0.3 

8.2 

8.0 

2.7 

7.5 

7.0 

1  Textiles 

8.0 

11.1 

0.4 

8.9 

7.4 

3.7 

8.2 

9.0 

1  Shoes 

17.7 

16.6 

0.3 

14.7 

14.7 

3.5 

11.6 

16.3 

i  Transportation — Air 

10.0 

31 

10.0 

1.0 

6.4 

31 

5.7 

3.3 

13.6 

14 

13.7 

14 

All-Industry  Medians 

15.1 

16.7 

0.4 

11.8 

no 

5.3 

13.1 

13.1 

Note:  Explanation  of  Yardstick  calculations  on  page  51 
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How  do  companies  rank  by  the  measure  that  counts  most — th 
amount  of  return  in  net  profits  for  every  dollar  of  capital  that  goes  in 

Who's  Where  in 
Profitability 

Coup 
Sui 

lr 

Hon 

:■ 

m  he  most  commonly  used  measure  of  profitability  for  a    has  had  three  good  years,  it  still  has  inflated  five-year  RC 
company  is  return  on  equity.  The  ultimate  measure  is    figures  from  prior  losses.  The  same  thing  shows  up  wi 
JL   return  on  total  capital — equity  plus  debt.  Each  company  Lockheed — third-ranked  in  return  on  equity,  but  674th 
in  the  Forbes  Annual  Report  on  American  Industry  is  ranked    return  on  total  capital. 

both  ways  in  the  following  tables.                                             Subaru  of  America,  first-ranked  in  both  columns,  is  cleai 
Both  measures  are  needed  because  return  on  equity  alone    the  most  profitable  of  the  1,030  ranked  companies.  Both  Sav 
can  sometimes  be  misleading.  If  a  company  has  had  significant    and  Emery  Air  Freight  also  show  good  correlations  betwei 
losses  in  the  recent  past,  for  example,  stockholders'  equity  will    return  on  equity  and  return  on  total  capital.  But  beyond  th 
be  much  smaller — so  its  earnings,  as  a  percentage  of  that    balance,  look  at  Savin's  12-month  performance:  In  both  retu 
smaller  base,  will  appear  unusually  high  as  they  start  to  recov-    on  equity  and  return  on  capital,  it  exceeds  its  five-year  avs 
er.  You  can  tell  which  companies  these  are  by  looking  at  return    age — clearly  a  highly  profitable  company  still  on  the  upswiri 
on  total  capital.                                                               The  same  can  be  said  of  Marsh  &  McLennan,  14th  in  five-ye 
For  example,  Columbia  Pictures  is  ranked  second  in  return    ROE  but  fifth  in  return  on  total  capital,  and  running  ahead 
on  equity  but  106th  in  return  on  total  capital  because,  while  it    the  averages  in  both.  ■ 
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Who's  Where  In  Profitability 


Return  On  Equity 

Return  On  Capital 

Return  On  EmiltT? 

Return  On  Canifjil 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Subaru  of  America 
Columbia  Pictures 
Lockheed 

Houston  Oil  &  Minerals 

Tosco 

72.1%      1  54.6% 
64.3        2  22.0 

57.6  3  11.0 

55.7  4  22.9 

44.8  5  112.5 

67.2%        1  55.0% 
17.9       106  17.9 
8.8       674  7.9 
20.0        71  11.0 
11.0       486  23.5 

SCOA  Industries 
Louisiana  Land  &  Exp 
Washington  Post 
McDonald's 
Baker  International 

25.7%    64  28.3% 
25.5      65  27.3 
25.4      66  27.0 
25.3      67  23.1 
25.3      68  24.0 

15.3%    201  17.0% 
20.3        65  21.1 
18.7        93  21.7 
13.9       280  12.6 
17.6       114  16.2 

Savin 
Tandy 

Computer  Sciences 
Service  Merchandise 
Mattel 

44.7        6  52.3 

A  ^  f\                 f             A  C  "7 

42.0         7  45.7 
41.0        8  31.5 

39.3  9  26.5 

38.4  10  15.7 

32.5  4  34.3 
27.2        15  23.6 

15.6  188  16.1 
25.1         20  13.8 
17.4       120  15.4 

Coachmen  Industries 
Blue  Bell 

Dillon  Companies 
Lucky  Stores 
Cooper  Industries 

25.3      69  def 
25.3      70  21.8 
25.1       71  22.1 
25.1       72  29.9 
25.0       73  25.9 

23.1  32  def 
21.0        53  18.6 

20.2  67  14.8 
16.0       163  17.0 
19.2        81  26.4 

Emery  Air  Freight 

Teledyne 

Levi  Strauss 

Marsh  &  McLennan  Cos 
Parsons 

36.8       11  39.4 

^  f   A               11              A  1  1 

36.4        IZ  43.2 
33.7       13  32.0 
.  32.6       14  35.3 
32.4       15  26.5 

35.9         3  34.9 
22.5        39  31.7 

28.1  11  27.2 

32.2  5  35.2 
23.2        29  22.2 

Schering-Plough 
Pioneer  Hi-Bred  Intl 
Reliance  Electric 
Lubrizol 
Nalco  Chemical 

25.0       74  23.3 
24.9       75  23.7 
24.9       76  24.7 
24.9       77  27.1 
24.9       78  27.7 

24.5        23  23.0 
23.2        30  19.6 
17.4       123  19.1 
23.4        28  25.3 
23.9        26  26.8 

Avon  Products 

A  111 

Amdahl 

Charter  Company 
American  Home  Products 
Ashland  Oil 

32.4       16  32.9 

32.3  17  17.4 
31.9       18  111.8 
31.9       19  32.7 

31.4  20  67.0 

31.4         6  32.7 
36.7         2  15.8 
16.1       158  52.4 
31.1          7  32.1 
15.7       179  27.9 

Gates  Learjet 
Twentieth  Century-Fox 
Snap-On  Tools 
Pennzoil 
Albertson's 

24.9       79  19.2 
24.8       80  22.6 
24.8       81  30.6 
24.8      82  33.6 
24.8      83  26.3 

20.6  60  16.4 
18.2       100  16.9 

20.7  56  26.0 
10.7       519  14.1 
15.0       214  13.3 

Farm  House  Foods 
UV  Industries 
Schlumberger 
Petrie  Stores 
Wal  Mart  Stores 

31.3  21  28.9 
31.0       22  73.0 
30.9       23  31.6 
30.5      24  26.8 

30.4  25  27.7 

14.3       247  9.0 
18.6        94  50.2 
28.6         10  30.0 
30.5          8  26.7 
22.1         40  17.7 

Metromedia 
Petrolane 
Savannah  Foods 
Leaseway  Transportation 
Modern  Merchandising 

24.7       84  35.9 
24.7       85  24.6 
24.6      86  9.6 
24.5       87  23.6 
24.5       88  17.8 

14.9       218  15.0 
16.7       138  17.1 
15.7       175  7.4 
10.2       548  10.1 
17.6       115  10.1 

Dow  Jones 
Earth  Resources 
Pioneer  Corp 
SmithKline  Corp 
MAPCO 

30.2      26  32.1 
30.2       27  24.1 
30.2      27  30.8 
29.8       29  40.0 
29.7      30  24.6 

27.7         12  29.7 

20.4  64  15.2 
14.2       252  14.9 

24.5  23  34.0 
14.9       221  12.7 

MCA 

Halliburton 
Sigmor 

Dun  &  Bradstreet 
Masco 

24.5       89  19.8 
24.4      90  19.3 
24.4       91  29.7 
24.3      92  28.6 
24.3      93  25.8 

23.0        34  17.6 

19.4  77  15.9 
18.6        95  20.1 

24.5  22  28.4 
16.2       151  13.1 

Intel 

Dorchester  Gas 
United  Energy  Resources 
American  Family 
Melville 

29.6      31  31.1 
29.3      32  36.9 
29.2       33  26.5 
29.0       34  24.7 
28.6      35  26.3 

28.9          9  30.1 
19.4        79  20.0 
15.8       170  18.0 
27.6        13  22.6 
26.4         17  24.5 

Dover  Corp 
Bruno's 
Data  General 
Northrop 
Coca-Cola 

24.3       94  25.6 
24.1       95  28.1 
24.0       96  24.5 
24.0      97  26.7 
24.0       98  23.7 

20.2        68  22.1 

15.6  188  17.1 
23.1        31  20.7 
19.9        74  23.5 

22.7  37  22.5 

Kellogg 

Texas  Oil  &  Gas 

Entex 

Nucor 

Fort  Howard  Paper 

28.5      36  26.6 
28.5      36  27.0 
28.4      38  26.5 
28.3       39  40.5 
28.2       40  24.4 

24.1         25  22.1 
15.5       194  13.9 
13.5       310  13.6 
19.9        75  28.0 
25.5        19  19.3 

Caldor 

Smith  International 
Parker  Pen 
Cameron  Iron  Works 
Ohio  Casualty 

23.9       99  26.2 
23.8     100  18.5 
23.8     101  29.1 
23.7     102  20.5 
23.7     102  29.4 

16.9       132  13.5 
18.9        88  16.4 
21.9        42  27.3 
14.7       229  14.5 
23.0        33  28.8 

Intl  Minerals  &  Chem 
Colonial  Penn  Group 

mGm 

Missouri  Pacific  Corp 
Houston  Natural  Gas 

28.1       41  17.4 
27.8      42  23.7 
27.8       42  31.9 
27.8       44  25.9 
27.7       45  22.0 

17.1  128  12.1 

27.3  14  23.7 

16.2  152  18.6 

10.4  538  12.1 
14.9       218  13.2 

CBS 
Fluor 
AMP 
Pittston 

Caterpillar  Tractor 

23.7     104  20.7- 
23.7     105  23.2 
23.7     106  29.6 
23.6     107  11.8 
23.5     108  22.6 

20.1        70  18.0 

22.0  41  20.5 

20.1  69  25.4 
18.8        91  9.9 
17.3       126  17.3 

Maytag 

Deluxe  Check  Printers 
Storage  Technology 
American  Intl  Group 
Super  Valu  Stores 

27.2      46  28.8 
27.2       47  26.9 
27.2       48  32.6 
27.0       49  23.4 
26.6      50  27.4 

26.5        16  27.5 

25.5  18  25.1 
16.0       163  21.9 

24.6  21  21.7 
17.6       118  17.9 

Crown  Central  Petroleum 
Square  D 

U  S  Fidelity  &  Gty 
Diamond  Shamrock 
Interpublic  Group 

23.5      108  57.7 
23.5      110  25.7 
23.5      110  27.9 
23.5      112  15.9 
23.3      113  26.8 

14.2       261  29.2 
19.2        82  20.0 

23.6  27  27.9 
13.5       314  10.6 

22.7  37  25.9 

Shearson  Hayden  Stone 

Kaneb  Services 

Best  Products 

Niagara  Frontier  Services 

Merck 

26.5       51  29.3 
26.5       52  22.4 
26.5      53  28.4 
26.4       54  21.7 
26.2      55  25.7 

15.7  174  20.0 
14.2      257  13.3 
21.4        45  15.2 
21.0        51  11.8 

22.8  36  21.7 

Tyler 
Denny's 
Dayton-Hudson 
Natl  Semiconductor 
Dow  Chemical 

23.3      114  21.7 
23.3     115  18.1 
23.1      116  20.6 
23.1      116  25.1 
23.1      118  21.4 

15.6       191  15.0 

14.0  278  10.0 

16.1  158  17.0 
177       110  18.9 

14.2  255  12.4 

American  Financial 
Parker  Drilling 
RLC  Corp 
Beech  Aircraft 

26.1       56  64.2 
26.1       57  24.2 
26.1       58  36.5 
25.9      59  25.4 

8.2       715  14.8 
14.5       233  14.8 

9.6       593  13.2 
20.7        59  22.6 

Avco 

E  F  Hutton  Group 
Longs  Drug  Stores 
Hoover  Universal 

23.0     119  21.5 
22.9     120  20.5 
22.9     121  21.3 
22.8      122  20.7 

7.8       747  6.9 

18.3  99  16.1 
22.9        35  21.3 

17.4  122  14.5 

Edison  Bros  Stores 
G  Heileman  Brewing 
ConAgra 

Engelhard  Minerals 

25.8       60  25.5 
25.8       61  32.2 
25.7      62  23.9 
25.7      63  33.1 

21.3        46  20.9 
18.9        87  25.1 
14.1       264  16.1 
20.7        56  25.1 

PACCAR 
Philip  Morris 
St  Paul  Companies 
Roadway  Express 

22.8     123  28.8 
22.7     124  23.1 
22.7      125  20.4 
22.7     126  18.5 

20.9        55  26.8 
13.5       313  12.5 
20.0        72  17.9 
21.5        44  17.2 

*The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables, 
def  Deficit. 
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Who's  Where  In  Profitability 

fbo1 

Return  On  Equity 

Return  On  Capital 

Return  On  Equity 

Return  On  Capital 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months) 

jHUfHil 

Yellow  Freight  System 
Franklin  Mint 
Athlone  Industries 
Intl  Flavors  &  Frag 
Loews 

22.6%     127  12.8% 

n  /            110         ■/  n 

22.6         128       16. U 

22.5       129  21.3 
22.5       130  24.2 
22.4       131  22.3 

15.9%    168  9.6% 
18.  6          V6  1.7.6 

10.8       502  11.6 
21.0        52  22.9 
9.6       599  11.8 

Emerson  Electric 
Wy  man  ( i  or  do  n 
Ryan  Homes 
Dana 

W  W  Grainger 

20.2%     191  22.1% 
20.2        193  14.0 
20.2        194  21.0 
20.2        195  22.0 
20.2        195  21.9 

18.8%      92  21.3% 
16.0       163  11.4 
17.9       107  17.8 
15.5       193  17.5 
191         83  21.5 

idt-k 
mi  - 

MX- 
laiim 

Consol  Freightways 
Bristol-Myers 
Rollins  Inc 

E-Systems 

Iowa  Beef  Processors 

22.3        132  23.0 

117             113         11  1 

22. J         155       11. / 

22.3       134  19.2 
22.2       135  16.1 
22.2       136  18.0 

17.4  125  19.1 

in  i          jl£  inn 
10.1          bo  2U.U 

17.5  119  16.1 

19.3        80  14.1 
15.7       178  14.3 

Rite  Aid 
Avnet 

Flowers  Industries 
K  mart 

Echlin  Manufacturing 

20.1        197  21.6 
20.1        198  20.8 
20.1        199      17  9 
20.1        199  18.9 
20.1       201  21.3 

17.2       127  18.7 
15.8       170  19.1 
12.1       406  11.9 
15.8       172  12.5 
14.6       230  16.2 

Itoroi 
litnil 
Bsch 

'W' 
Wen 

Briggs  &  Stratton 
Combined  Insurance 
Hilton  Hotels 
IBM 

Bally  Manufacturing 

22.0       137  25.1 

11  n           no        11  i 

21.9         \5o  11.1 

21.9       139  30.0 
21.9       140  22.3 
21.9        141  26.3 

21.7        43  24.5 

111              A  "7        1  1  Q 

11.5          4/  21.8 

14.3  245  20.7 
21.2        49  21.8 

16.4  147  19.1 

Crane 
Hyster 

Capital  Cities  Commun 
Malone  &  Hyde 
Pay'n  Save 

20.1       202  15.8 

in  1              1/\1          i  -j  r\ 

20.1         202  27.9 
20.0       204  22.6 
20.0       205  18.2 
20.0       206  17.0 

11.6       433  9.1 

\  r    i\                «  y  T  ''111 

15.9       167  23.1 
15.0       215  17.2 
17.6       117  14.2 
16.4       146  11.9 

to* 

Ml! 
:iBn 
tatw 

Lear  Siegler 
Revlon 

Warner  Communications 
Ametek 

|  Ray  McDermott 

21.9       142  28.0 
2.1.  o         14  >           1 ) 

21.7       144  25.5 
21.6       145  21.9 
21.6       146  0.5 

12.8       354  16.4 

10./          14U  l/.O 

12.7       356  16.7 
17.0       130  16.4 
16.6       141  2.8 

Gannett 

Times  Mirror 

Revco  D  S 

Air  Prods  &  Chems 

General  Motors 

19.9       207  22.5 

in  n         7no       ic  n 
ly.y        208  25.0 

19.9       209  20.5 

19.9       210  20.0 

19.8        211  19.7 

19.1        84  22.3 

17  /              |i/  11/1 

1/.6        116  22.4 
16.1       156  17.3 
11.7      423  12.4 
18.0       105  18.1 

[DDK! 

Hn 

D-AW 

uw 

Raymond  Intl 
Eli  Lilly 

General  Reinsurance 
Farmers  Group 
Baldwin-United 

21.6        147  16.8 

1   1     /                          1    |U                 11  ll 

21.6         148  ISA 

21.5       149  23.0 
21.5       150  19.8 
21.4       151  26.7 

15.6       184  12.2 

inn          ~i  ill 
2U.9          34  11.1 

20.6  61  22.3 
20.4        63  19.4 

14.7  224  16.5 

Belco  Petroleum 
Upjohn 

Natl  Convenience  Strs 
Mallinckrodt 
Kings  Dept  Stores 

19.8       212  23.2 

ino           ill       n  / 
19. 8         213  22.6 

19.8        214  27.7 

19.7       215  22.3 

19.7       216  18.0 

14.9       217  18.2 

ICI               111           1  £  C 

15.1        211  16.5 
12.7      364  12.7 

14.4  238  16.5 

15.5  194  10.5 

SI 

Ceiwi 

m 

Golden  State  Foods 
Westmoreland  Coal 
Kemper  Corp 
Blount 

Dresser  Industries 

21.4       152  20.4 

It    i                1  C  7  17 

ZlA         153  4.3 
21.4       154  24.2 
21.4       155  22.8 
21.4       156  18.3 

14.7       227  15.4 

19.1  85  2.5 

21.2  50  24.4 
12.5      376  14.6 
16.0       160  14.2 

lohnson  Controls 
Equifax 
Bird  &  Son 
Chesebrough-Pond's 
Alco  Standard 

19.7       217  17.0 
19.6        218  18.8 
19.6        219  13.4 
19.6       220  20.5 
19.6       221  20.5 

16.3       148  12.3 

1  £  O             |1/  1^1 

16.8  136      16. 1 
18.0       104  12.6 

15.9  166  15.8 
14.6       231  14.6 

[ilk 
Inni 
Hospi 
Unite 
trim 

('rouse  Hinds 
Foster  Wheeler 
Gelco 

Wang  Laboratories 
Auto  Data  Processing 

21.3       157  23.3 

113             1C7  ICC 

11.5             13/  .13.3 

21.3       159  23.9 
21.3        160  31.1 
21.3        161  21.3 

19.0        86  19.4 

17/1           17(1       in  / 
1/.4           1ZO  2U.6 

6.4       849  7.0 
14.5       234  19.1 
19.9        73  17.9 

American  Express 
standard  Oil  Unio 
TRW 

Union  Camp 
Phillips  Petroleum 

19.6       221  21.9 

inc            111  AAA 

ly.5         115  44.4 

19.5       223  21.3 
19.5       223  18.4 
19.5       226  24.3 

16.3       148  17.5 

O  7           /  Lf  7  1/1 

8.'        bo5  16.4 

12.8      355  13.6 

13.6  305  13.4 

14.7  226  18.6 

Unite 
tar 

Occid 
Mi 

Kay 

Oklahoma  Natural  Gas 
Genuine  Parts 
Abbott  Laboratories 
Winn-Dixie  Stores 

21.3        161  26.8 

Li.L           103  10.1 

21.2       164  22.1 
21.2       165  22.0 
21.2       165  20.5 

12.0       412  11.3 

1  1  A          AA*)          O  O 

21.3  47  21.5 
15.9       168  17.5 

19.4  78  17.5 

Clorox 
/Head 
Humana 
A  C  Nielsen 
General  Electric 

19.5       227  19.0 

IV.  D            2.2.0  AiJf 

19.5       229  34.5 
19.5       229  19.7 
19.4       231  21.2 

15.1       207  15.9 

1  1  A           AAW        1  "i  1 
1  1.4          441  lo.o 

8.1       722  9.1 
19.6        76  19.8 
16.9       132  18.S 

foe 

m 

taper 

y» 

Gene 

Raytheon 

PepsiCo 

EG&G 

Amsted  Industries 
Marathon  Mfg 

21.2       167  25.2 

111           ijLO       11  n 
21. 1         168      11.  0 

21.1       169  31.1 

21.0       170  24.1 

20.9        171  25.4 

18.9        89  23.3 

ici         in*7  i<cn 
15.1        207      16. 0 

18.1       103  26.0 
20.5        62  23.5 
13.9       279  20.1 

Kimberly-Clark 
Republic  Finl  Svcs 
Circle  K 
Willamette  Inds 
Centex 

19.3       232  32.0 

i  n  7         in  117 
19.3        233  22.3 

19.3       234  29.5 

19.3       235  19.7 

19.3       236  21.4 

14.2       257  22.9 

i  c  i         inn       17  1 

15.1  20V      If. 1 

13.2  330  15.9 

13.3  322  13.7 
9.1       649  8.5 

Dm 
Nash 

mil 

Pain 

H« 

Cm 
Eton 
Col. 
Sai 

Norris  Industries 
Scott  &  Fetzer 
Dean  Foods 
Vulcan  Materials 
Lowe's  Companies 

20.9       172  16.1 

in  o             171  11*7 

20.8         175       11. f 
20.8        174  20.6 
20.8        174  21.5 
20.7        176  17.2 

18.3  98  15.0 

1  £.  £.             1  /II          17  1 

16.6  143  1/.2 

15.2      206  14.0 

14.4  242  14.9 

15.7  179  12.8 

Pay  Less  Drug  NW 
Bucyrus-Ene 
Crum  &  Forster 
Southwestern  Pub  Svc 
Idle  Wild  Foods 

19.3       237  18.3 

in  7            no          in  £ 

19.3        238  18.6 
19.2       239  25.7 
19.2       240  15.7 
19.1        241  19.5 

15.4       197  11.3 

1  c  i         inn       l  a  o 
15.1        ZOV  14.8 

18.1       102  24.6 

8.2       717  7.3 

15.6       186  14.5 

Minn  Mining  &  Mfg 
Northwest  Industries 
WVis  Markets 
Amer  Broadcasting 
Ryder  System 

20.7        177  24.5 
20.7        178  21.1 
20.7       178  20.7 
20.6       180  25.0 
20.6        181  23.0 

17.7       113  20.9 

lid          ie«        1 1  o 

12.9       352  12.3 
20.7        58  20.7 
16.1       155  20.3 
8.7       681  9.2 

Transway  Intl 
Moore  McCormack  Res 
CNA  Financial 
Morse  Shoe 
Sundstrand 

19.1        242  20.4 

ini              1*7           1  £  O 

19.1        243  16.8 
19.1    .    244  31.4 
19.1       244  19.0 
19.1       244  22.8 

15.4  199  16.2 

in  O          rn/          n  o 

1U.8        506  9.8 

10.5  530  15.1 
17.1       129  16.2 
11.4       446  14.6 

ERC 

Gen 

Cui 

Noi 

General  Cinema 
Natomas 

American  Standard 
R  |  Reynolds  Ihds 
Handy  &  Harman 

20.6        182  21.2 

in  /■              idi          11  s 

20.6         183  22.6 
20.5       184  26.5 
20.5       184  20.2 
20.5       186  17.7 

12.7  363  12.5 

i-in         nc  ice 
14. U        2/5  15.5 

14.1        271  18.4 

14.8  223  15.1 
13.7       299  11.1 

White  Consolidated 
Northern  Natural  Gas 
Pitney-Bowes 
lohnson  &  lohnson 
Owens-Corning  Fbrgls 

19.0       247  17.4 

inn          u  o        i  o  7 
19. U        248  18.2 

19.0       249  21.6 
19.0       250  19.9 
19.0       250  17.2 

10.6       522  10.2 

inn         c  1. 1       in  i 
10.0         561       10. .7 

13.0       344  15.0 
18.4        97  19.4 
14.3       247  13.7 

k 
k 

u 

American  Stores 
Stauffer  Chemical 
CBI  Industries 
Gulf  &  Western  Inds 
Curtice-Burns 

20.4        187  22.7 
20.3        188  17.0 
20.3        189  17.6 
20.3        189  19.2 
20.2       191  19.3 

16.9       134  17.7 
14.3       249  11.9 
16.6       144  14.5 
9.3       629  9.3 
13.1       335  7.7 

An  in  Industries 
Procter  &  Gamble 
Big  Three  Industries 
CPC  International 
Central  Louisiana  Engy 

18.9       252  13.4 
18.9       253  19.4 
18.9       254  17.1 
18.9       255  20.2 
18.8       256  24.3 

12.2       399  9.2 
14.9      222  15.3 
14.9       218  13.1 
15.2      203  16.5 
8.9      665  11.6 

3E 
Kg 
It 
Hot 
Bi 

'Tile  avenge  return  may  be  tor  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 

def  Deficit.  1 
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Return  On  Equity 

Return  On  Capital 

Return  On  Equity 

Return  On  Capital 

ompany 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5  year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

i  rovident  Life  &  Acc 

ick  Eckerd 

airchild  Industries 

astman  Kodak 
i  lanover  Insurance 

18.8%    256  18.5% 
18.8       258  18.1 
18.8       258  35.7 
18.8       260  21.4 
18.8       261  20.8 

18.8%      90  18.5% 
18.2       101  17.4 
13.9      283  25.0 

17.7  110  20.2 

17.8  108  20.2 

Pacific  Resources 
Carnation 
Cessna  Aircraft 
Fleming  Companies 
Texas  Commerce  Bshs 

17.5%    322  19.6% 
17.5       323  17.1 
17.5       323  19.2 
17.5       323  16.2 
17.5       326  18.1 

9.5%     610  10.5% 

14.0  277  13.9 
13.7        294  16.0 

13.1  336  10.8 
16.4        145  16.6 

leorgia-Pacific 
.etna  Life  &  Casualty 
i  ausch  &  Lomb 
1  '.opeland 
)gden 

18.7       262  18.9 
18.7       263  23.0 
18.7       264  22.1 
18.7       265  10.0 
18.6       266  17.8 

11.1  473  11.8 
16.9       134  20.5 

14.2  253  17.6 
16.7       139  7.7 

9.0       657  8.9 

Dayco 

Chromalloy  American 
St  Joe  Minerals 
Thiokol 

Ark  Louisiana  Gas 

17.5       327  19.7 
17.4       328  21.1 
17.4       328  17.6 
17.4       330  21.6 
17.4       331  18.2 

8.1        720  9.7 
9.3       623  10.4 
14.2        261  12.1 
13.5       314  15.2 
9.6       603  9.6 

ilershey  Foods 
oeing 

j  anta  Fe  Intl 
t  F  Braun 

ktcher  Daniels  Midland 

18.6       267  18.4 
18.6       268  31.8 
18.5       269  3.3 
IMS       270  12.0 
18.5       271  14.7 

15.6  186  15.8 
16.1       154  27.3 
10.8       507  2.7 

13.7  295  8.7 
14.1       264  10.4 

Barnes  Group 
Stanadyne 
Gillette 
Cone  Mills 
Eagle-Picher  Inds 

17.4       331  24.4 
17.4       333  20.3 
17.4       334  18.8 
17.4       335  16.3 
17.4       336  16.9 

13.9       280  18.2 

15.7  175  16.6 

12.8  353  13.8 
15.0        213  14.8 
13.3        326  13.6 

I'onoco 
larsco 
)exter 

ilcG raw  Hill 
!Vra  Wrigley  Ir 

18.5       271  24.9 
18.5       271  17.6 
18.5       274  20.1 
18.5       274  21.6 
18.5       274  18.6 

13.2       331  16.2 
15.2       205  14.8 
14.1       269  14.6 
15.8       172  19.2 
17.8       109  17.9 

Michigan  National 
U  S  Bancorp 
Sun  Chemical 
Fred  Meyer 
Texas  Instruments 

17.4       336  16.9 
17.4       336  18.0 
17.3       339  25.6 
17.3       340  16.4 
17.2       341  20.2 

13.7       296  13.0 
13.9       285  12.9 
11.1        474  14.1 
.11.5       437  10.3 
16,3        148  19.6 

i  E  Staley  Mfg 
i  o  Natural  Resources 
'SI 

Consolidated  Papers 
jthyl 

18.5       277  9.6 
18.5       278  17.1 
18.5       278  26.9 
18.4       280  25.2 
18.4       281  17.9 

13.6       304  7.1 
9.6       593  10.2 
15.4       196  22.4 
16.1       156  20.8 
11.0       479  11.8 

Butler  Manufacturing 
First  Intl  Bshs 
Foremost-McKesson 
Toro 

Illinois  Tool  Works 

17.2       342  18.2 
17.2       343  17.9 
17.2       343  21.0 
17.2       343  29.2 
17.1       346  21.2 

14.4        239  15.1 

13.8  287  14.3 
9.3        625  11.8 

12.9  345  21.0 
16.7        137  20.6 

Carle  M  Jorgensen 
texnord 

Hospital  Corp  of  Am 
'  Jniversal  Foods 
tektronix 

18.4       282  17.8 
18.4       282  17.1 
18.4       284  19.3 
18.3       285  14.1 
18.3       286  22.3 

15.4       197  15.4 
14.2       257  13.5 
8.6       689  9.0 
14.2       261  12.0 
16.6       141  19.4 

Heublein 
Longview  Fibre 
Time  Inc 
Beatrice  Foods 
Amer  Genl  Insurance 

17.1       347  16.4 
17.1       347  20.2 
17.1       347  15.7 
17.1       350  15.5 
17.1        351  20.0 

12.0        412  12.0 
15.7        181  18.5 

13.0  343  11.1 
14.2       260  11.6 

13.1  338  14.9 

Jnited  Technologies 
Moore  Corp 
afeco 

Occidental  Petroleum 
anhandle  Eastern 

18.3       287  17.9 
18.3       288  20.0 
18.2       289  21.0 
18.2       290  40.5 
18.2       290  21.1 

12.6       369  12.4 
13.9       283  16.0 
14.3       250  17.0 
9.4       619  15.9 
8.9       665  10.7 

Potlatch 

Sysco 

Wetterau 

Marathon  Oil 

Central  Tel  &  Utils 

17.0       352  19.2 
17.0       353  17.8 
17.0       353  15.9 
17.0       355  20.5 
17.0       356  17.8 

12.3        394  13.2 
13.2       333  14.0 

13.0  340  12.5 

12.1  411  12.5 
7.4       779  7.3 

asco 
labisco 

Supermarkets  General 
Cm  hart 

ieneral  Foods 

18.2       292  14.5 
18.1        293  18.2 
18.1        293  23.6 
18.1       295  17.3 
18.1       296  20.4 

11.4       443  9.7 
12.2       399  12.2 
9.3       627  11.0 
17.0       131  15.6 
14.2       253  16.5 

Digital  Equipment 
Baxter  Travenol  Labs 
Jim  Walter 
Ralston  Purina 
Tenneco 

17.0       357  17.4 
17.0       358  18.3 
17.0       359  16.6 
17.0       360  13.2 
17.0       361  16.5 

15.5        192  14.7 
12.5       379  13.8 
11.0       484  10.0 
11.9        418  9.8 
9.2       637  8.8 

peere 
Wash  Finch 
;Vast,e  Management 
1  Whirlpool 
I'aine  Webber 

18.1       297  18.0 
18.0       298  18.7 
18.0       299  20.9 
18.0       300  16.7 
18.0       301  16.9 

14.3       246  13.6 
15.2       202  14.4 
10.9       490  14.1 
15.2      204  14.9 
13.2      328  12.6 

Evans  Products 
Witco  Chemical 
Universal  Leaf 
USLIFE 

Crown  Cork  &  Seal 

16.9       362  23.1 
16.8       363  21.7 
16.8       364  17.9 
16.8       365  17.5 
16.7       366  16.6 

10.3        542  13.9 
11.2       468  14.9 
15.6       184  16.7 
13.5       308  13.5 
14.0       272  14.6 

lewlett  Packard 
ampbell  Taggart 
Economics  Laboratory 

Zolt  industries 
■Cerox 

18.0       302  19.6 
17.9       303  17.7 
17.9       304  18.3 
17.8       305  20.0 
17.8       306  19.1 

17.4       124  18.9 

13.3  321  12.9 
13.7       296  14.5 

11.4  449  13.4 
14.4       244  16.3 

International  Paper 

NCR 

Chubb 

Colgate-Palmolive 
Standard  Oil  Indiana 

16.7       367  26.6 
16.7       368  17.2 
16.7       369  20.0 
16.7       369  15.9 
16.7       369  19.6 

11.2       470  17.5 
12.5       383  14.9 
15.1        211  18.7 
14.4        241  12.6 
12.7        361  13.8 

|lRC 

general  Mills 
Carpenter  Technology 

'arker  Hannifin 

NJorth  American  Coal 

17.8       307  22.8 
17.8       308  17.0 
17.8       309  20.0 
17.7       310  19.0 
17.7       311  20.7 

16.0       160  21.3 
12.9       345  13.1 
16.0       162  18.6 
13.0      339  14.6 
7.0      807  6.6 

Republic  of  Texas 
Wallace-Murray 
Combustion  Engineering 
RCA 

Sonoco  Products 

16.7       372  15.2 
16.6       373  21.5 
16.6       374  18.6 
16.6       375  18.5 
16.6       376  17.1 

13.9       286  12.5 
12.1        406  15.0 
11.7        421  11.2 
10.7       515  12.2 
14.1        270  14.1 

lank  America  Corp 
Tecumseh  Products 
IWcDonough 
I'fizer 

United  Telecom 

17.7       312  18.8 
17.7       312  21.5 
17.7       314  16.6 
17.7       315  18.3 
17.7       315  18.8 

13.8       292  14.4 
17.7       112  21.5' 
14.7       224  14.7 
13.4       319  13.9 
7.5       768  8.1 

U  S  Home 
National  Svc  Inds 
Bluebird 
Federal-Mogul 
Bangor  Punta 

16.6       377  28.2 
16.6       378  21.2 
16.5       379  24.0 
16  5       380  22.2 
16.5       381  21.5 

8.8        675  15.8 
14.1        264  18.3 
12.4       384  17.3 
12.6       366  17.5 

9.6       603  11.9 

DEKALB  AgResearch 
Morth  west  Energy 
Weyerhaeuser 
<oppers 
riughes  Tool 

17.6       317  15.4 
17.6       318  19.3 
17.6       318  23.6 
17.6       320  17.5 
17.6       321  19.5 

13.8       287  11.2 
8.1       723  8.7 
12.2       402  15.6 
12.7       357  12.2 
15.7       177  15.0 

Penn  Traffic 
Wheelabrator-Frye 
Louisiana-Pacific 
Shelter  Globe 
Hannaford  Bros 

16.4       382  16.5 
16.4       383  17.5 
16.3       384  19.1 
16.3       384  10.6 
16.3       386  14.1 

13.7       298  12.0 
12.7       361  11.9 
10.7        516  13.2 
9.7        588  7.0 
11.3       462  8.2 

'The  average  return  may  be  for  less  than  a  5-year  perUxi  as  f(x>motcd  in  individual  Yardsticks  tables 
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Who's  Where  In  Profitability 


Return  On  Equity 

Return  On  Capital 

Return  On  Equity 

Return  On  Capita 

Company 

latest 
5  year'  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  montl 

Host  International 
United  Refining 
Giant  Food 
VF  Corp 

Transco  Companies 

16.3%    386  21.6% 
16.3       386  28.6 
16.3       389  18.7 
16.3       389  17.5 
16.3       391  14.0 

10.7%    520  14.3% 
11.3       457  18.7 
10.8       508  11.3 
14.0       275  14.9 
6.6       840  6.4 

Mercantile  Stores 

Copperweld 
Ferro 

J  P  Morgan  &  Co 

15.5%    451  14.7% 
1 5  4        453      1 7  0 
15.4       454  17.3 
15.4       455  17.3 
15.4       455  15.7 

12.6%    369  10.8% 
17  7        357      14  7  1 
12.3      389  12.7 
13.7      300  15.2 
12.9       350  13.4 

Federal  Co 
Transamerica 
Connecticut  General 
Ideal  Basic  Inds 
Amerada  Hess 

16.3       392  18.4 
16.3       393  19.7 
16.3       394  15.3 
16.3       394  18.4 
16.2       396  27.7 

14.4       242  16.1 
10.2       552  12.1 
15.7       182  15.0 
12.2       398  13.0 
11.7       421  19.4 

Gordon  Jewelry 
Texas  Gas  Transmn 
Ford  Motor 
Martin  Marietta 
Dennison  Mfg 

15.4       457  20.9 
15.4       458  15.8 
15.4       459  15.4 
15.4       459  20.8 
15.3       461  17.6 

12.9       350  18.0 
8  3       711       8  5 
12.7      360  13.0 
11.2       468  16.1 
12.7       365  14.3 

Gould 

Imperial  Corp  of  Am 
Sterling  Drug 
Textron 

Central  Steel  &  Wire 

16.2       396  14.8 
16.2       398  17.1 
16.2       398  16.7 
16.2       398  16.8 
16.2       401  16.8 

12.5       38!  10.9 
14.0       274  14.1 
15.0       216  14.9 
12.9      345  13.8 
15.7       182  16.9 

Itel 

Vallev  Natl  Rk  Ariz 
NICOR 
Perkin-Elmer 
General  Signal 

15.3       461  def 
15  3        461      19  4 
15.3       464  16.4 
15.3       464  21.0 
15.2       466  16.1 

7.8       750  def 
1 3  1        334      17  2 

8.0      735  8.3 
14.7       227  17.8 
13.4       319  14.1 

Joy  Manufacturing 

Pillkhiirv 

i  UI3UU ■  y 

Sun  Company 
Turner  Construction 
Safeway  Stores 

16.2       402  13.6 
16.2       403  17.1 
16.1       404  19.7 
16.1       405  18.7 
16.1       406  16.5 

13.9       280  11.8 
11.1       475  10.5 
10.6       521  14.1 
16.1       153  18.8 
11.5       438  10.1 

Raychem 

Kerr-McGee 

Midland-Ross 

Monsanto 

15.2       467  22.9 
15  7        468       19  1 
15.2       469  14.7 
15.1       470  18.4 
15.1        471  14.1 

13.6       306  20.8 
9  9        568      10  1 

7.7              JUO  1U.1 

12.0       416  111 
11.3      460  13.9 
11.2       471  9.9 

SEDCO 

United  States  Shoe 
Champion  Spark  Plug 
Standard  Brands 
McLean  Trucking 

16.0       407  2.4 
16.0       407.  16.0 
16.0       409  15.3 
16.0       410  15.7 
15.9       411  5.0 

9.8       581  3.3 

12.3  389  12.5 
14.6      232  13.6 
10.9      495  10.8 

11.4  444  4.4 

Cummins  Engine 

H  F  Ahm^nMin 
ii  i  i*. i ii i in i i.9i/ii 

Braniff  Intl 
Campbell  Soup 
Fruehauf 

15.1       472  13.4 
15.1       473  15.8 
15.1       474  6.9 
15.1       474  15.6 
15.1       476  18.8 

10.5       525  10.1 
1 3  3       325  115 

8.0       733  4.4 
14.0       273  13.9 

9.5       608  10.9 

Southland  Corp 

Citicorp 

Dart  Industries 

Gerber  Products 

Insilco 

15.9       411  18.0 
15.9       413  15.5 
15.9       413  18.9 
15.9       415  15.0 
15.9       415  16.7 

10.3       542  9.4 
11.0       489  9.7 
11.3       453  13.2 
14.2       256  13.4 
9.6       593  9.8 

Pneumo  Corp 

Fastprn  fC  i*.  &  Fuel 

Rainier  Bancorp 
Amer  Hoist  &  Derrick 
Black  &  Decker 

15.1       476  11.7 
15  1        478      14  1 
15.1       478  15.3 
15.0       480  14.3 
15.0       481  21.2 

11.3  460  7.3 
8  6       690       8  0 

13.2      328  13.2 
9.8       578  9.6 

12.4  387     17.3  j 

Quaker  State  Oil 
Fedl  Natl  iVAortgage 
Texas  Eastern 
Kraft 
Squibb 

15.9       415  17.7 
15.9       418  13.2 
15.9       418  19.1 
15.8       420  16.8 
15.8       421  14.0 

11.0       486  11.4 
4.2       971  4.3 
8.0       728  10.0 
13.0       341  13.6 
12.0       412  10.8 

General  Tel  &  Eiec 
Standard  Oil  Calif 
NVF 
Godfrey 

Purex  Industries 

15.0       481  15.0 
1 5  0       483      20  6 
15.0       484  25.9 
15.0       485  17.3 
15.0       486  15.1 

7.1      802  7.2 

12.4  387  15.8 

12.5  381  20.4 
9.8       572  10.4 

11.1       476  11.3 

Meredith 
Shell  Oil 
Congoleum 
American  Brands 
Liquid  Air  of  No  Amer 

15.8       422  16.3 
15.8       422  16.0 
15.8       424  26.7 
15.8       425  22.7 
15.8       426  12.0 

10.9       491  11.2 
12.3       391  12.1 
13.8       289  23.9 
11.3       459  16.7 
11.6       425  9.9 

Champion  Intl 

I  ri  tri'rn  1 1  RanH 

1  llj^t  l  1  III  IVdllU 

Northwest  Bancorp 
Todd  Shipyards 
Trans  Union 

15.0       487  20.0 
14  9        488      14  9 
14.9       488  15.7 
14.9       488  40.3 
14.9       488  15.9 

8.6       687  11.4 
11.6       426  11.0 
12.0       415  12.1 
7.8       749  15.7 
6.2       887  6.7 

Southern  Union 

Ilnifin  Oil  California 

UIUUU  V  '  1 1  V  illillflllltl 

Seafirst 

Warner-Lambert 
Continental  Illinois 

15.8       426  19.6 
15  8        428      17  9 
15.7       429  16.5 
15.7       429  13.3 
15.7       431  15.7 

8.9       663  10.1 
10  9        491       1 1  9 

lU.  7                **  7  1  11.7 

15.4  200  15.8 

12.5  380  9.2 
13.3      327  12.5 

Waldbaum 

Rail  C am 

Western  Air  Lines 
Public  Service  Indiana 
Quaker  Oats 

14.9       492  14.4 
14  9        493      16  9 
14.9       493  16.9 
14.9       495  16.2 
14.9       495  17.8 

11.3       455  9.5 
11.2       465  11.2 
6.6       837  7.4 
7.3       787  7.4 
10.6       524  12.6 

Delta  Air  Lines 

7iirn  InHncrripc 

Clark  Equipment 
Household  Finance 
McCormick  &  Co 

15.7       432  14.7 
15  7        433       17  8 
15.7       434  19.7 
15.7       434  17.4 
15.7       436  14.7 

8.4      707  9.1 
10  8        502      17  8 
11.6       432  15.1 

7.3       787  7.2 
12.2       399  11.5 

A  H  Robins 

xionivlp 
vJlgllUUC 

CjI  Maine  Foods 
First  Charter  Finl 
Clark  Oil  &  Refining 

14.9       497  11.7 
14  Q        407       1 7  1 
14.9       499  15.9 
14.8       500  13.3 
14.8       501  31.5 

12.6       368  7.6 
12.4       385  14.1 

7.9       740  7.8 
13.8       290  9.8 

9.8       574  20.1 

Foxboro 

lid!  IIS  V.UIU 

Hart  field  Zodys 
Marsh  Supermarkets 
H  )  Heinz 

15.7       437  15.4 
15  7        438      10  8 
15.6       439  16.7 
15.6       439  12.4 
15.6       441  18.5 

14.3  250  14.0 

]T               171         1A  Q 

14.5       236  8.5 

10.4  531  7.4 
12.1       410  14.1 

Richardson  Merrell 
Bendix 

Crocker  Natl  Corp 
First  Bank  System 
Suburban  Propane  Gas 

14.8       501  16.6 
id  r       ^ni     1 7  5 

14.0            JUJ         1  /  .  J 

14.8       503  22.2 
14.8'      505  16.2 
14.8       505  18.8 

13.4       316  15.1 
11.9       419  13.9 
10.3       540  14.6 
12.1       404  13.2 
9.2       630  10.8 

Kerr  Glass  Mfg 
Knight-Ridder  News 
Fieidcrest  Mills 
Minnesota  Gas 
Super  Food  Services 

15.6       442  9.1 
15.6       442  17.8 
L5.6       444  18.1 
15.6       444  19.0 
15.6       444  13.1 

9.7       587  7.3 
14.1       267  16.2 
10.9       497  12.9 

9.4       621  10.9 
10.8       502  13.3 

E  I  du  Pont 
Reserve  Oil  &  Gas 
Manufacturers  Hanover 
Flickinger 
Wells  Fargo 

14.8       507  20.8 
14.8       508  17.3 
14.7       509  14.6 
14.7       510  14.4 
14.7        510  16.5 

11.3       455  16.0 
11.2       467  11.4 
11.6       429  11.5 
12.6       375  12.3 
11.0       486  12.0 

Peoples  Gas 

Outlet 

Exxon 

First  City  Bancorp 
Atlantic  Richfield 

15.5       447  15.2 
15.5       448  11.8 
15.5       449  18.7 
15.5       450  16.5 
15.5       451  19.0 

7.9       741  7.7 
10.7       514  8.2 
12.2       396  14.1 
13.4       318  14.6 
108       510  12.3 

Becton,  Dickinson 
Federated  Dept  Stores 
Grumman 
R  H  Macy 
Certain-teed 

14.7        512  14.6 
14.7       513  13.1 
14.7       514  7.4 
14.7        514  18.4 
14.7       516  6.4 

12.1  406  13.2 

13.2  331  10.9 
9.2       637  6.2 
9.7       585  12.7 

10.7       511  5.8 

'The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
def  Deficit 
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Who's  Where  In  Profitability 


lveiu.rfl  KJa    (J 111 ty 

Keturu  un  capital 

Return  On  Equity 

Return  On  Capital 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5  year*  12 
average  rank  months 

Stanley  Works 
i  Purolator 
Interco 
Travelers 

Gulf  Resources  &  Chem 

14.7%    517  18.4% 
14.7       518  17.6 
14.6       519  14.4 
14.6       520  18.4 
14.6       521  10.4 

11.6%    430  14.7% 
11.4       439  13.6 

13.7  300  12.8 

13.8  292  17.4 
9.8       582  7.1 

Frederick  &  Hemid 
GK  Technologies 
Walgreen 

Corning  Glass  Works 
Amer  Nat  Resources 

13.9%    582  16.6% 
13.9       582  28.0 
13.9       582  19.7 
13.9       585  .17.1 
13.8       586  10.3 

10.1%    558  11.0% 
8.9      667  13.9 
9.8       575  13.8 

11.5       434  14.3 
7.3       787  6.0 

Nashua 
l  Burroughs 
Mobil 

Norton  Simon 
{Republic  Natl  Life 

14.6       521  21.7 
14.5       523  15.0 
14.5       524  19.8 
14.5       524  14.4 
14.5       526  17.2 

10.9       491  16.9 
12.5      378  13.5 
11.1       476  14.0 
9.8      575  9.3 
14.5       235  17.2 

Wachovia  Corp 
Indianapolis  Pwr  &  Lt 
Libbey-Owens-Ford 
Manufacturers  National 
Fleetwood  Enterprises 

13.8       587  14.6 
13.8       588  16.4 
13.8       589  14.3 
13.8       590  14.8 
13.8       591  13.4 

12.6  366  14.2 
6.6       834  7.5 

11.7  423  12.0 
11.5       434  12.7 

13.8  291  13.3 

i  Brown-Forman  Dist 
Stone  Container 
Intl  Multifoods 

i  Continental  Corp 
Southwestern  Life 

14.5       527  19.1 
14.5       527  16.2 
14.5       529  13.8 
14.5       530  17.8 
14.5       530  14.5 

11.3       454  14.4 
9.4       620  9.8 
10.8       509  10.3 
13.3       322  16.2 
14.5       237  14.5 

May  Dept  Stores 
American  Greetings 
Coastal  States  Gas 
Dravo 

ACF  Industries 

13.7       592  13.8 
13.7       593  14.2 
13.7       593  17.6 
13.7       595  13.5 
13.7       596  15.2 

9.0       658  9.1 
10.8       502  10.8 

7.0       805  8.1 
11.0      484  13.2 

7.5       763  7.6 

Anheuser-Busch  Cos 
'  Gt  Northern  Nekoosa 
Amer  Hospital  Supply 
United  States  Gypsum 
Hobart 

14.4       532  15.9 
14.4       533  16.2 
14.4       534  15.5 
14.4       534  23.8 
14.4       536  14.7 

9.6      593  9.6 

10.1  554  11.2 
12.3       393  12.5 
10.7       516  16.3 

11.2  465  12.0 

Kroger 
Motorola 

Dean  Witter  Reynolds 
Manhattan  Industries 
Freeport  Minerals 

13.7       597  18.5 
13.7       598  17.2 
13.7       599  7.1 
13.7       599  11.6 
13.6       601  28.0 

9.8       575  12.1 
12.2       396  14.6 
13.4       317  7.4 

9.1       650  6.8 
11.4       446  22.2 

\ Stewart- Warner 
!  Cullum  Companies 

Morrison-Knudsen 
i  ENSERCH 

Sav-On-Drugs 

14.3       537  15.3 
14.3       538  22.2 
14.3       539  16.9 
14.3       540  14.3 
14.3       540  16.0 

14.1       267  15.1 
8.5       697  12.1 

10.7       511  14.2 
8.1       721  8.3 

13.3       322  13.9 

Ampex 
lefferson  Pilot 
Anchor  Hocking 
Areata 

Beneficial  Corp 

13.6       602  17.8 
13.6       602  14.4 
13.6       604  12.0 
13.6       604  14.5 
13.6       604  14.2 

7.8       750  11.8 
13.5       312  14.3 
10.9      497  9.4 
9.6       599  10.0 
6.3       876  6.1 

R  R  Donnelley  &  Sons 
1  Gt  Western  Financial 
1  Beckman  Instruments 
i  Getty  Oil 
;  Stop  &  Shop 

14.3       542  15.1 
14.3       543  16.5 
14.2       544  17.6 
14.2       544  17.8 
14.2       544  13.7 

12.9       349  13.5 
13.1       336  14.4 
11.4       448  13.4 
12.1       405  14.3 
8.1       726  7.5 

Pittsburgh  National 
W  R  Grace 
Castle  &  Cooke 
American  Cyanamid 
Pac  Gamble  Robinson 

13.6       607  15.0 
13.5       608  13.3 
13.5       609  11.1 
13.5       610  13.3 
13.4       611  13.3 

12.9       348  14.3 
9.5       607  9.7 
9.2       637  7.3 
10.5       525  9.8 
11.4       449  9.5 

!  Sperry 

i  Royal  Crown  Cos 
Timken 

General  Dynamics 
>  G  D  Searle 

14.2       547  15.1 
14.2       548  6.8 
14.2       548  16.1 
14.1       550  25.5 
14.1       550  19.3 

10.3       539  10.9 
13.6      307  5.9 

13.5  308  15.1 

11.6  430  19.5 
10.8       501  13.6 

Harcourt  Brace  Jovan 
Amer  Medical  Intl 
Arizona  Public  Serv 
Long  Island  Lighting 
Seaboard  Allied  Milling 

13.4       612  12.0 
13.4       613  18.8 
13.4       613  12.2 
13.4       615  12.8 
13.4       615  17.6 

11.3       451  8.6 
7.6       758  11.0 

7.5  763  7.2 
7.2       792  7.4 

9.6  603  12.8 

:  Hanna  Mining 
Security  Pacific 
!  DETROITBANK  Corp 
i  Adolph  Coors 
1  Fischbach  &  Moore 

14.1        552  15.0 
14.1        552  17.2 
14.1        554  15.5 
14.1       555  12.4 
14.1       555  13.5 

12.6       374  13.1 
12.0       416  12.6 
13.6      303  14.3 

13.5  311  11.6 

10.6  523  10.9 

Wisconsin  Public  Svc 
Howard  lohnson 
Interpace 

Garfinckel  Brooks  Bros 
Gulf  United 

13.4       615  14.3 
13.4       618  12.8 
13.4       619  16.4 
13.4       620  14.6 
13.3       621  16.5 

7.2       795  7.5 
11.6       427  9.6 
8.9       667  10.0 
9.6       599  9.6 
11.3       451  13.7 

i  George  A  Hormel 
:  Pennwalt 

I  Central  &  South  West 
I  Collins  &  Aikman 
Norton 

14.1       557  18.3 
14.1       557  14.5 
14.1       559  14.4 
14.0       560  12.0 
14.0       561  20.4 

12.7  357  16.1 
10.1       560  10.4 

7.1       801  6.8 
11.5       436  10.1 

11.8  420  16.6 

Diamond  Intl 
City  Investing 
American  Petrofina 
Ex  Cell  O 

Capital  Holding  Corp 

13.3       622  14.3 
13.3       623  21.7 
13.3       624  23.2 
13.3       624  16.6 
13.2       626  13.5 

11.3      463  11.3 
7.4       778  9.2 
10.2       546  14.5 
12.2       402  14.2 
13.0       341  13.2 

,  Amstar 
!  Peabody  Intl 
]  Union  Carbide 
Allied  Stores 
|  Merrill  Lynch  &  Co 

14.0       562  8.7 
14.0       562  15.8 
14.0       562  15.2 
14.0       565  13.7 
14.0       565  14.0 

9.5       611  6.8 
11.4      439  13.9 
10.2       548  10.7 

9.4       613  9.6 
13.7       302  13.9 

Sunbeam 
Laclede  Gas 
Cleveland  Elec  Ilium 
New  England  G  &  E 
No  States  Power 

13.2       627  13.7 
13.2       628  15.0 
13.2       629  12.0 
13.2       629  14.6 
13.2       631  13.7 

10.5       525  11.1 
7.1       797  8.1 
7.1       800  6.7 
6.6      834  7.2 
6.3      865  6.7 

i  Westvaco 

i'  Cincinnati  Milacron 
Houston  Industries 
Riegel  Textile 
Tampa  Electric 

14.0       565  15.2 
14.0       568  24.9 
14.0       568  14.7 
14.0       568  12.3 
14.0       568  12.8 

9.5       606  10.3 
9.7      584  16.5 
7.4       770  7.1 
10.1       555  8.9 
6.3      865  6.2 

Florida  Power 
Maryland  Cup 
National  Distillers 
H  K  Porter 
INA 

13.1       632  10.8 
13.1       632  12.4 
13.1       634  14.0 
13.1       634  16.8 
13.1       636  17.8 

6.0      901  5.7 
9.2      636  8.8 
10.2      545  10.8 
10.2      550  11.8 
12.1       406  14.4 

Rockwell  Intl 
:  North  Amer  Philips 
i  Gino's 

FMC 

Kaiser  Alum  &  Chem 

14.0       572  20.3 
14.0       573  15.6 
13.9       574  12.9 
13.9       575  14.8 
13.9       576  20.5 

10.0       562  14.8 
9.3       626  10.7 
9.1       646  9.5 
9.9       565  10.7 
8.1       725  11.4 

Alcoa 

Signal  Companies 
Fisher  Scientific 
Continental  Tel 
Carson  Pirie  Scott 

13.1       637  22.9 
13.1       638  20.2 
13.1       639  14.3 
13.1       640  14!9 
13.0       641  12.7 

8.8       676  14.8 
9.4       614.  13.7 
10.1       559  9.9 
6.2       884  6.9 
8.4       703  8.2 

McG  raw-Edison 
Walter  E  Heller  Intl 
Walter  Kidde 
Murphy  Oil 
i  Western  Bancorp 

13.9       576  14.2 
13.9       578  13.9 
13.9       579  16.4 
13.9       579  18.3 
13.9       579  18.0 

12.5       376  13.1 
7.3       782  6.7 
9.1       650  9.6 
8.5      696  9.6 

11.3      463  13.8 

Univar 

McDonnell  Douglas 
Saga  Corp 
J  C  Penney 
Allen  Group 

13.0       641  16.1 
13.0       643  15.1 
13.0       644  2.7 
12.9       645  10.5 
12.9       646  17.0 

8.9       670  10.1 
12.4       385  15.1 
11.0      482  3.9 
10.9       4?1  8.3 

8.7      680  10.0 

"The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables. 
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Who's  Where  In  Profitability 


Return  On  Equity 

Return  On  Capital 

Return  On  Equity 

Return  On  Capital 

latest 

latest 

latest 

i 

latest 

5  year* 

12 

5  year* 

12' 

5  ear* 

12 

5  t' 

12 

Company 

average 

rank 

months 

average 

rank 

months 

Company 

average 

rank 

months 

average 

rank 

months 

Cm, 

Texas  Utilities 

12.9% 

647 

12.4% 

7.1% 

802 

6.7% 

National-Standard 

12.2  % 

711 

12.5% 

9.3% 

623 

9.7% 

Gin' 

Puilman 

12.9 

648 

14.3 

10.9 

499 

1 1.9 

P-wifii-   Put    t    I  I 

r  dime  rwr  O*.  LI 

12.2 

711 

1 1  6 

6  5 

843 

6  4 

Mi 

H  H  Robertson 

12.9 

648 

13.9 

10.3 

540 

10.3 

So  Carolina  E  &  G 

12.2 

711 

10.1 

6.2 

888 

5.6 

0»( 

Oibrell  Brothers 

12.8 

650 

12.8 

10.9 

496 

11.3 

American  Tel  &  Tel 

12.2 

715 

13.2 

6.9 

809 

7  3 

full 

New  York  Times 

12.8 

650 

14.4 

11.4 

444 

12.9 

Allis  Chalmers 

12.2 

716 

13.0 

9.2 

632 

9.3 

Beys 
- 

Alcan  Aluminium 

12.8 

652 

22.2 

9.1 

647 

14.7 

Whittaker 

12.2 

717 

22.4 

8.4 

702 

14.3 

Nji. 

CiHrnrH  Hill 
vjinuru  rii ii 

12.8 

653 

18.2 

9.6 

591 

13.1 

Columbia  Gas  System 

12.1 

718 

13.1 

6.5 

841 

7.3 

Dt1; 

Amer  Maize-Products 

12.8 

654 

8.9 

9.9 

571 

7.1 

Walt  Disney 

12.1 

719 

13.1 

10.7 

511 

11.9 

fid 

Tiger  International 

12.8 

655 

14.3 

5.7 

920 

6.3 

Esmark 

12.1 

720 

12.2 

8.8 

676 

7.5 

la 

Bank  of  New  York 

12.8 

656 

13.8 

11.0 

479 

12.2 

Atlanta  Gas  Light 

12.1 

721 

10.4 

6.4 

852 

5.9 

fir 

Carter  Hawley  Hale 

12.8 

656 

13.2 

8.4 

705 

7.7 

Middle  South  Utils 

12.1 

721 

12.8 

5.9 

907 

6.4 

— 

I  g 

iNdii  iseiroii  \_orp 

12.8 

656 

13.1 

11.1 

472 

12.0 

v^arouna  rwr  ex.  l.i 

12.0 

723 

12.3 

6.2 

884 

6.4 

V-' 

Northwestern  Steel 

12.8 

656 

16.8 

12.6 

371 

16.6 

Consumers  Power 

12  0 

723 

12.7 

5.9 

907 

6.1 

Px 

Toledo  Edison 

12.8 

660 

11.7 

6.6 

839 

6.7 

Southern  Railway 

12.0 

725 

14.9 

6.9 

810 

8.2 

AMF 

12.8 

661 

13.4 

8.9 

663 

9.6 

Dorsey 

12.0 

726 

14.9 

8.4 

707 

8.9 

ih 

American  Bakeries 

12.7 

662 

8.1 

8.5 

695 

5.7 

Philadelphia  Natl 

12.0 

727 

13.7 

9.4 

614 

9.8 

Ci 

Illinois  Power 

12.7 

662 

12.1 

6.4 

855 

6.1 

TT  C  Air 

u  j  Air 

12.0 

728 

16.9 

6.6 

834 

11.6 

v 

Kansas  Power  &  Light 

12.7 

664 

12.1 

6.7 

818 

6.2 

Gray  Drug  Stores 

11.9 

729 

7.8 

9.6 

598 

6.1 

Crown  Zellerbach 

12.7 

665 

15.2 

9.2 

633 

11.0 

Westinghouse  Electric 

11.9 

729 

12.9 

9.6 

593 

11.2 

III 

Masonite 

12.7 

665 

20.5 

11.0 

481 

17.0 

Northern  Trust 

11.9 

731 

10.7 

10.4 

532 

9.4 

- 

Marriott 

12.7 

667 

16.0 

7.3 

783 

9.7 

lohns-Manville 

11.9 

732 

12.5 

8.6 

686 

7.2 

Bir 

Pa  Pnu/*>r  ft   f  fortr 

12.7 

667 

13.4 

6.8 

816 

7.2 

Union  Electric 

11.9 

733 

11.0 

6.3 

877 

6.0 

Hi 

Borden 

12.7 

669 

12.2 

9.7 

588 

9.4 

Levitz  Furniture 

11.8 

734 

19.1 

8.0 

736 

10.6 

ft) 

Consol  Natural  Gas 

12.7 

669 

12.4 

7.6 

760 

7.5 

Duke  Power 

11.8 

735 

13.4 

6.3 

872 

7.0 

fa 

Talley  Industries 

12.7 

671 

6.9 

8.0 

728 

5.6 

Wisconsin  Elec  Power 

11.8 

736 

12.4 

6.7 

826 

6.6 

Ii 

Peavey 

12.7 

672 

12.6 

10.1 

555 

9.0 

Central  Soya 

11.8 

737 

13.4 

9.1 

642 

9.9 

Ii 

12.6 

673 

13.7 

9.8 

572 

10.7 

Allegheny  Power 

11.7 

738 

11.2 

6.2 

886 

5.7 

- 

Irving  Bank  Corp 

12.6 

673 

14.3 

9.7 

590 

10.7 

Southern  Calif  Edison 

1 1.7 

739 

14.0 

6.7 

826 

7.6 

Ul 

Liberty  Natl  Life 

12.6 

673 

12.7 

12.6 

371 

12.7 

Olin  Corp 

11.7 

740 

10.2 

9.1 

643 

7.8 

I 

Cincinnati  G  &  £ 

12.6 

676 

13.5 

6.6 

830 

7.0 

Chemical  New  York 

11.7 

741 

12.1 

9.1 

643 

8.9 

V 

Florida  Power  &  Lt 

12.6 

676 

12.5 

6.4 

857 

6.3 

N  Y  State  Elec  &  Gas 

11.7 

742 

12.8 

6.6 

838 

7.1 

Da 

Lone  Star  Industries 

12.6 

676 

19.0 

8.5 

691 

11.7 

LoiuniDUa  ci  30  unio 

11.7 

743 

10.1 

6.7 

822 

6.3 

Amerace 

12.6 

679 

14.7 

7.9 

742 

8.7 

Union  Pacific 

11.7 

744 

15.8 

8.0 

730 

10.4 

u> 

Sears,  Roebuck 

12.6 

679 

12.3 

10.5 

529 

10.1 

AmeriTrust  Corp 

11.6 

745 

11.6 

11.6 

427 

11.6 

id 

Genl  Tire  &  Rubber 

12.6 

681 

10.! 

9.4 

618 

8.2 

Consolidated  Edison 

11.6 

745 

10.5 

6.3 

880 

6.1 

1 

Central  111  Pub  Svc 

12.5 

682 

14.1 

6.3 

868 

7.2 

Avery  International 

11.6 

747 

16.1 

8.9 

667 

11.4 

1 

Consolidated  Foods 

12.5 

682 

15.9 

10.2 

546 

12.3 

Foodarama  Supermkts 

11.6 

747 

8.3 

9.8 

580 

7.1 

Borg-Warner 

12.5 

684 

15.6 

11.0 

478 

13.5 

Trane 

11.6 

747 

11.9 

9.5 

612 

9.5 

1 

Harnischfeger 

12.5 

684 

def 

9.0 

659 

2.8 

Lane  Bryant 

11.6 

750 

10.1 

9.8 

578 

8.7 

« 

NCNB 

12.5 

684 

17.0 

8.7 

683 

11.2 

Lincoln  Natl  Corp 

11.6 

751 

13.6 

10.9 

499 

12.4 

1 

PPG  Industries 

12.5 

687 

14.1 

9.4 

621 

10.7 

Superior  Oil 

11.6 

752 

22.5 

10.4 

536 

14.7 

— 

1 

12.4 

688 

21.6 

9.0 

656 

13.6 

General  Instrument 

11.6 

753 

17.6 

9.0 

661 

14.5 

Roper  Corp 

12.4 

689 

9.8 

9.0 

654 

7.4 

F  W  Woolworth 

11.6 

753 

14.2 

7.9 

744 

8.8 

SI 

American  Can 

12.4 

690 

13.2 

8.8 

678 

8.8 

NLT 

11.5 

755 

1 1.6 

11.3 

457 

11.2 

II 

Boise  Cascade 

12.4 

690 

16.4 

9.2 

630 

12.1 

American  Elec  Power 

11.5 

756 

10.6 

6.3 

873 

6.0 

1 

NN  Corp 

12.4 

690 

21.5 

12.3 

391 

17.5 

Oklahoma  Gas  &  Elec 

11.5 

756 

7.5 

6.1 

897 

4.5 

1 

A  T  O 
t\-  L-KJ 

12.4 

693 

14.0 

7.4 

770 

7.3 

Hiram  Walker 

11.5 

758 

14.9 

9.9 

568 

12.4 

i 

First  Chicago  Corp 

12.4 

693 

11.3 

10.2 

553 

9.5 

Browning-Ferris  Inds 

11.5 

759 

15.8 

7.4 

772 

10.1 

; 

National  Gypsum 

12.4 

695 

19.5 

9.6 

591 

14.4 

Armco 

11.5 

760 

15.7 

8.1 

719 

10.8 

■ 

Wisconsin  Gas 

12.4 

696 

14.0 

Ward  Foods 

11.4 

761 

20.6 

3.7 

981 

10.6 

Anderson,  Clayton 

12.3 

697 

1 1.6 

11.0 

482 

10.9 

A  MAX 

1 1.4 

762 

19.4 

8.4 

701 

13.4 

■ 

Honeywell 

12.3 

698 

16.7 

9.2 

640 

12.7 

Ruddick 

1 1.4 

762 

13.8 

9.0 

654 

10.6 

: 

Greyhound 

12.3 

699 

15.8 

8.8 

673 

10.3 

Celanese 

1 1.4 

764 

16.9 

7.5 

765 

11.0 

B 

Hercules 

12.3 

699 

20.0 

9.4 

616 

15.3 

No  Indiana  Pub  Svc 

1 1.4 

764 

10.3 

5.7 

918 

5.4 

• 

American  Natl  Ins 

12.3 

701 

15.3 

12.2 

395 

15.3 

El  Paso  Company 

11.4 

766 

20.8 

5.4 

934 

7.8 

CIT  Financial 

12.3 

701 

16.9 

6.3 

873 

7.6 

Utah  Power  &  Light 

11.4 

767 

10.9 

6.8 

812 

6.6 

St  Regis  Paper 

12.3 

701 

13.8 

8.9 

670 

9.7 

Baltimore  Gas  &  Elec 

11.4 

768 

12.1 

6.5 

844 

6.8 

Brooklyn  Union  Gas 

12.3 

704 

14.5 

7.2 

793 

8.2 

Gulf  States  Utils 

11.3 

769 

10.6 

5.6 

928 

5.5  « 

- 

Continental  Group 

12.2 

705 

11.0 

9.1 

650 

8.2 

Harris  Bankcorp 

11.3 

769 

9.2 

9.7 

586 

8.4 

New  England  Electric 

12.2 

705 

14.3 

6.2 

882 

6.7 

Kuhn's-Big  K  Stores 

11.3 

771 

3.9 

10.5 

525 

5.1 

Brown  Group 

12.2 

707 

15.6 

9.9 

565 

12.8 

Intl  Harvester 

11.3 

772 

15.8 

8.5 

699 

11.3 

Wisconsin  Pwr  &  Lt 

12.2 

707 

13.2 

6.6 

829 

6.6 

SCM 

11.3 

772 

12.8 

8.2 

713 

9.4 

Sybron 

12.2 

709 

10.1 

9.6 

602 

7.9 

Jewel  Companies 

11.3 

774 

13.3 

7.5 

766 

8.6 

Reeves  Brothers 

12.2 

710 

18.0 

10.4 

533 

14.6 

Niagara  Mohawk  Power 

11.2 

775 

12.0 

6.3 

873 

6.6 

; 

Gulf  Oil 

12.2 

711 

15.6 

10.4 

537 

12.7 

Business  Men's  Assur 

11.2 

776 

18.8 

9.9 

565 

18.0 

1 

"The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
"Not  available;  not  ranked  def  Deficit 
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Who's  Where  In  Profitability 


Return  On  Equity 

Return  On  Canit&l 

nciuiu  kjmx  C'^uuitjr 

Return  On  f°*nn'tnl 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5  year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Girard 

NL  Industries 
Owens-Illinois 
Public  Svc  Elec  &  Gas 
Reynolds  Metals 

11.2%    777  15.4% 
11.2        778  14.1 
11.2       778  12.1 
11.2       778  11.7 
11.2       781  16.7 

8.4%    703  11.0% 
8.6       687  9.2 
7.6       761  7.8 
6.1       897  6.2 
6.5       846  9.4 

Cluett,  Peabody 
Intl  Tel  &  Tel 
Va  Electric  &  Power 
General  Public  Utils 
Sperry  &  Hutchinson 

10.1%    842  9.3% 
10.1       843  7.3 
10.1       843  9.0 
10.1       845  8.5 
10  1       846  12.1 

8.5%    692  7.7% 

7.8  748  6.0 

5.9  910  5.6 
5.8       914  5.3 
9.3       628  10.8 

National  Can 
DeSoto 

Pacific  Lighting 

Bemis 

Ohio  Edison 

11.1       782  17.9 
11.1        783  8.6 
11.1        784  14.3 
11.1        785  17.6 
11.1       785  9.6 

8.0  733  11.8 

9.1  647  7.3 
6.4       848  7.9 
8.1       724  11.4 
6.0       904  5.9 

Allegheny  Ludlum  Inds 
Duquesne  Light 
Envirotech 
Morton-Norwich 
Cities  Service 

10.0       847  23.1 
10.0       848  8.6 
10.0       848  4.2 
10.0       848  16.3 
10.0       851  10.7 

6.4       855  10.1 

5.6  924  5.3 
9.0       653  4.2 
8.0       736  12.1 

7.7  754  7.7 

Commercial  Metals 
Norfolk  &  Western  Ry 
Pacific  Gas  &  Elec 
Louisville  Gas  &  Elec 
Thrifty  Corp 

11.1        787  22.7 
11.0       788  14.3 
11.0       788  12.8 
11.0       790  9.4 
11.0       790  15.1 

9.1       645  16.5 
6.4       857  8.8 
6.6      830  7.7 
6.1       899  5.3 
8.8       672  12.8 

Bankers  Trust  NY 
Dillard  Dept  Stores 
Central  Illinois  Lt 
Fuqua  Industries 
Nationwide  Corp 

9.9       852  13.0 
9.9       852  10.0 
9.9       854  12.8 
9.9       855  25.7 
9.9       855  10.9 

8.2  716  10.0 
6.6       830  5.6 

5.3  939  6.0 
7.2       795  14.3 

10.0       564  11.3 

Gas  Service 
Scott  Paper 
Mellon  National  Corp 
Brockway  Glass 
So  New  England  Tel 

11.0       792  14.1 
11.0       792  15.2 
11.0       794  12.2 
10.9       795  4.2 
10.9       795  11.8 

6.4  850  7.1 
8.2       712  11.2 

9.5  609  11.0 
9.0       659  4.0 
6.2      888  6.3 

Magic  Chef 
Interlake 

Williams  Companies 
Scovill 

Rapid-American 

9.8       857  12.8 
9.8       858  11.3 
9.8       859  6.3 
9.8       860      18  1 
9.8       861  17.1 

8.5       694  9.2 

8.5  692  9.0 

6.6  830  4.8 
7.8       745  10.9 
5.8       916  6.8 

Flintkote 

Delmarva  Power  &  Lt 
Pay  Less  Drug  (Cal) 
BancOhio  Corp 
Inland  Steel 

10.9       797  20.7 
10.9       798  11.7 
10.9       798  9.3 
10.9       800  10.9 
10.9       801  12.7 

7.8  745  13.8 
6.3       868  6.7 

10.2       551  6.1 
10.1       557  10.0 

7.9  739  8.7 

Warner  &  Swasey 
Phila  Electric 
Northwest  Airlines 
Sambo's  Restaurants 
Hammermill  Paper 

9.8       862  17.7 
9.7       863  10.0 
9.7       864  10.5 
9.7       864  def 
9.6       866  12.0 

7.8       752  13.8 

5.6  928  5.6 

6.7  822  7.2 
14.4       240  def 

6.7       826  7.7 

Rochester  Gas  &  Elec 
Texaco 

Alleghany  Corp 

Del  E  Webb 

San  Diego  Gas  &  Elec 

10.9       801  103 
10.9       803  15.6 
10.8       804  16.6 
10.8       805  9.2 
10.8       806  9.4 

6.3  877  6.0 

8.4  706  11.1 
10.4      533  16.3 

9.9       570  10.3 
6.7       819  6.3 

Norin 

Southeast  Banking 
Portland  Genl  Elec 
GATX 

Outboard  Marine 

9.6       867  13.6 
9.6       867  14.7 
9.6       869  7.8 
9.6       870  15.7 
9.6       871  6.1 

6.7      822  7.6 
7.5       769  10.2 

6.1  894  5.4 

5.2  943  6.9 
8.0       730  5.4 

Dayton  Power  &  Light 
Zale 

Rose's  Stores 
Strawbridge  &  Clothier 
Texasgulf 

10.8       807  10.8 
10.8       807  12.5 
10.7       809  11.0 
10.7       810  10.4 
10.7        811  13.4 

6.4  857  6.5 
10.0       562  11.2 

9.7       583  9.5 

8.5  698  7.3 

7.6  758  8.5 

BanCal  Tri  State 
Wickes 

United  States  Filter 
Tesoro  Petroleum 
Kellwood 

9.5       872  11.7 
9.5       873  16.2 
9.5       874  9.0 
9.5       875  35.7 
9.4       876  def 

7.3  784  8.7 

6.4  864  9.3 
8.7       681  6.9 
7.7       757  15.2 
7.4       780  1.0 

Polaroid 
Brunswick 

Commonwealth  Edison 
Northeast  Utilities 
Kansas  City  Pwr  &  Lt 

10.7       812  5.5 
10.6       813  11.3 
10.6       814  10.0 
10.5        815  10.3 
10.5       816  10.2 

10.7       516  5.5 
8.2       717  8.0 

5.7  921  5.5 

5.8  914  5.6 
5.5       933  5.2 

Lukens  Steel 
Detroit  Edison 
Gamble  Skogmo 
Chic  Pneumatic  Tool 
Chic  &  North  Western 

9.4       876  5.9 
9.4       878  10.5 
9.3       879  10.4 
9.3       880  14.4 
9.3       881  def 

8.0      738  5.0 
5.0       949  4.6 
6.9       808  7.0 
9.2       641  12.4 
4.2       971  1.2 

Washington  Natl  Corp 
West  Point-Pepperell 
Skyline 

National  Fuel  .Gas 
Armstrong  Cork 

10.5        816  13.2 
10.5       818  9.5 
10.5        819  10.8 
10.4       820  11.7 
10.4       821  12.3 

9.2       633  11.9 
8.9       662  7.6 
10.4       533  10.7 
6.9       811  7.5 
8.5       699  10.1 

Alterman  Foods 
A  O  Smith 
Goodyear 

Alexander  &  Baldwin 
Robertshaw  Controls 

9.2       882  13.6 
9.2       883  14.2 
9.2       884  7.7 
9.2       885  10.1 
9  1        886  10.3 

7.3  786  9.9 
7.5       766  11.5 
7.0       804  6.0 
7.8       753  7.5 

7.4  772  8.0 

Knudsen 
Amfac 

Potomac  Elec  Power 
Southern  Company 
American  Airlines 

10.4       822  17.1 
10.4       823  16.5 
10.4       823  10.4 
10.4       823  8.0 
10.3       826  12.3 

6.8       814  9.5 

7.0  806  10.0 
6.3       868  6.2 

5.1  945  4.7 
5.6       926  6.5 

First  Wisconsin  Corp 

Seagram 

Dillingham 

Santa  Fe  Industries 

Associated  Dry  Goods 

9.1       887  12.0 
9.0       888  9.9 
9.0       889  16.7 
9.0       890  10.8 
8.9       891  8.7 

7.4       776  9.4 

7.3  787  7.7 
5.9       909  10.0 

6.4  857  7.4 
7.4       774  7.1 

First  Natl  Boston 
PennCorp  Financial 
Fisher  Foods 
Kentucky  Utilities 
Holiday  Inns 

10.3       826  13.6 
10.3       826  14.6 
10.3       829  def 
10.3       830  11.5 
10.3       831  9.2 

7.5  762  8.9 
9.2       635  10.4 
6.7       819  2.1 

5.6  923  6.1 
7.4       776  7.1 

UAL 
Borman's 
Allied  Chemical 
Reichhold  Chemicals 
IC  Industries 

8.9       892  def 
8.8       893  12.1 
8.8       894  def 
8.8       895  4.4 
8.8       896  10.2 

4.5       959  0.1 

6.3  877  8.0 

6.4  857  0.2 
7.4       780  4.6 
5.7       917  5.5 

CFS  Continental 

Chase  Manhattan  Corp 

Hoover  Co 

Liggett  Group 

Coca  Cola  Bottling  NY 

10.3       832  11.4 
10.3       832  14.6 
10.3       834  18.1 
10.3       835  15.3 
10.2       836  10.0 

7.7       755  8.2 

8.2  713  11.1 
9.4       616  17.2 

8.3  710     1 1.3 
8.1       726  6.4 

Kaiser  Steel 
Newmont  Mining 
Curtiss-Wright 
Zayre 
Koehring 

8.8       896  11.5 
8.7       898  21.6 
8.7       899  9.2 
8.7       899  9.5 
8.7       901  12.1 

6.4       850  7.6 
6.7.      821  14.2 

8.7  683  7.7 

5.8  912  6.3 
6.4       857  8.1 

Southwest  Forest  Inds 
Oxford  Industries 
Peoples  Drug  Stores 
Federal  Paper  Board 
Public  Service  Colo 

10.2       837  15.6 
10.2       838  9.9 
10.2       839  15.1 
10.2       840  4.4 
10.2       841  8.0 

6.7  822  10.4 

8.8  678  8.6 
8.4       707  11.0 
6.8       815  4.2 
5.6       924       5  1 

Olympia  Brewing 
Boston  Edison 
Edward  Hines  Lumber 
Stokely-Van  Camp 
Graniteville 

8.7       902  9.7 
8.7       903  11.1 
8.6       904  7.0 
8.5       905  10.8 
8.5       906  11 

7.7       756  8.1 
5.1       946  5.4 
8.0       730  6.3 
6.7       «17  8.1 
7.4       774  1.7 

"The  average  return  mav  be  for  less  than  a  5  year  period  as  footnoted  in  individual  Yardsticks  tables 
def  Deficit. 
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Who's  Where  In  Profitability 


Return  On  Equity 

Return  On  Capital 

Return  On  Equity 

Return  On  Capital 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Company 

latest 
5-year*  12 
average  rank  months 

latest 
5-year*  12 
average  rank  months 

Zapata 

Armstrong  Rubber 
Continental  Airlines 
Bergen  Brunswig 
Cyclops 

8.4%    907  9.0% 
8.3       908  6.5 
8.2       909  def 
8.2       910  16.4 
8.2       911  16.9 

5.1%    947  5.5% 
6.2       888  5.7 
5.1       948  1.9 
7.1       797  12.8 
6.1       896  11.1 

Marine  Midland  Banks 
Fed-Mart 
Bethlehem  Steel 
Western  Union 
Revere  Copper 

4.9%    972  7.8% 
4.9       973  def 
4.6       974  13.2 
4.6       975  def 
4.5       976  19.2 

4.3%    968  5.8% 

6.2  882  def 
4.4       965  10.5 
4.4       962  2.3 

3.3  986  8.8 

Hart  Schaffner  &  Marx 
Marshall  Field 
Chessie  System 
Burlington  Inds 
Inco  Ltd 

8.2       912  9.9 
8.1        913  8.6 
8.1        914  10.0 
8.0       915  7.4 
8.0       916  3.9 

7.2  793  8.7 
6.8       812  6.2 

5.3  939  6.2 
6.5       844  6.0 
5.2       944  2.5 

Phelps  Dodge 

Akzona 

GAF 

Questor 

GEICO 

4.5       977  8.4 
4.3       978  7.9 
4.0       979  10.0 
3.9       980  4.4 
3.8       981  53.8 

4.3       967  6.2 
3.6       983  5.5 
3.8       979  6.8 
4.0       976  4.6 
def     1025  22.4 

Cannon  Mills 
J  P  Stevens 
Pabst  Brewing 
Di  Giorgio 
Zenith  Radio 

7.9       917  10.5 
7.9       917  9.0 
7.9       919  4.0 
7.8       920  11.1 
7.8       921  7.9 

7.9       742  10.4 
6.4       852  7.0 

7.2  791  3.5 
6.1       892  8.0 

7.3  784  7.1 

Cook  United 

Sherwin-Williams 

Tappan 

McLouth  Steel 
National  Airlines 

3.8       982  6.2 
3.8       982  3.9 
3.5       984  11.5 
3.4       985  9.8 
3.3       986  def 

3.6      982  5.0 
3.9       977  3.4 
3.5       984  9.1 
3.2       987  6.8 
2.4     1002  def 

Eastern  Air  Lines 
Perini 

First  Penna  Corp 
Fairmont  Foods 
Kaufman  &  Broad 

7.8       922  9.4 
7.8       923  7.7 
7.7       924  6.6 
7.6       925  7.1 
7.6       926  10.3 

4.5       961  5.5 
6.4       852  6.3 

6.2  888  5.9 

6.3  880  6.1 
6.1       893  7.4 

Culbro 

Reliance  Group 
Keystone  Consolidated 
Munford 
Fidelcor 

3.1       987  def 
3.1       988  34.8 
3.1       989  def 
3.0       990  2.3 
2.8       991  def 

4.4  962  def 
10.3       542  15.2 

3.5  985  1.2 
4.4      962  3.8 
3.0       992  def 

Bache  Group 
Rohm  &  Haas 
Washington  Gas  Light 
Control  Data 
Macmillan 

7.5       927  9.2 
7.5       928  16.2 
7.4       929  5.0 
7.4       930  11.0 
7.3       931  8.4 

7.1       797  9.1 
6.3       865  12.3 
5.0       951  4.1 

6.0  905  8.6 

6.1  894  6.9 

United  Brands 

Wheeling-Pitts  Steel 

Shopwell 

AM  International 

Uniroyal 

2.7       992  4.7 
2.7       993  17.8 
2.3       994  5.6 
2.1       995  0.6 
2.0       996  def 

3.1       989  4.2 
3.1       990  11.1 
2.5      1001  4.0 
2.7       994  1.9 
2.9       993  1.4 

Seatrain  Lines 
Wylain 

Seaboard  Coast  Line 
National  Steel 
Alexander's 

7.3       932  def 
7.2       933  8.5 
7.2       934  9.4 
7.2       935  10.4 
7.1       936  6.3 

3.1       991  def 
5.9       906  6.8 
5.3       941  6.3 

5.5  930  7.4 

4.6  958  4.6 

Firestone 
Allied  Products 
Kennecott  Copper 
Vornado 

American  Motors 

2.0       997  def 
1.9       998  7.5 
1.8       999  6.1 
1.6      1000  2.7 
1.5      1001  18.9 

2.5  999  def 

3.2  988  5.5 

2.6  998  5.4 

2.7  994  3.4 

2.3  1003  16.1 

Ceco 

United  States  Steel 
U  S  Industries 
ASARCO 
Varian  Associates 

7.1       937  12.8 
7.0       938  6.9 
7.0       939  10.4 
6.9       940  24.3 
6.8       941  5.2 

6.0  903  10.3 
5.8       911  5.4 
6.4       863  8.6 

6.1  900  18.0 
6.0       901  4.6 

Warnaco 

General  Refractories 
Goldblatt  Brothers 
M  Lowenstein 
Scot  Lad  Foods 

1.3      1002  15.5 
1.1      1003  7.0 
0.1      1004  def 
def      1005  1.1 
def      1006  12.4 

2.7       996  10.6 
2.7       996  5.8 
1.4     1006  def 
1.7     1004  2.6 
1.2     1009  7.2 

Dan  River 

Thriftimart 

Republic  Steel 

Pan  Am  World  Airways 

B  F  Goodrich 

6.7       942  13.0 
6.7       943  17.2 
6.6       944  10.7 
6.5       945  9.3 
6.4       946  10.2 

5.2       942  8.9 

5.5  932  14.0 
5.4       938  8.0 
4.8       955  7.9 

5.6  922  7.7 

Bell  &  Howell 
White  Motor 
Rohr  Industries 
General  Host 
Pueblo  International 

def      1007  def 
def      1008  9.0 
def      1009  32.8 
def      1010  11.8 
def      1011  13.4 

0.0      1011  def 

1.4  1007  7.0 
0.6      1010  14.0 

2.5  999  8.0 
def      1014  8.3 

Jos  Schlitz  Brewing 
St  Louis-San  Fran  Ry 
Kane-Miller 
Bunker  Rami) 
Southern  Pacific 

6.4       947  def 
6.4       948  7.7 
6.3       949  1.0 
6.3       950  17.2 
6.3       951  9.0 

4.9       953  def 
4.3       968  4.9 
5.7       918  2.9 
6.3       868  12.8 
4.5       960  5.9 

National  Tea 
Great  Atl  &  Pac  Tea 
Penn  Dixie  Inds 
Chrysler 

Champion  Home 

def      1012  12.5 
def      1013  def 
def      1014  5.7 
def      1015  def 
def      1016  def 

def      1016  8.1 
def     1012  def 
def     1013  5.6 
def      1018  def 
def     1021  def 

Springs  Mills 
Allied  Van  Lines 
Pamida 
LTV 

Trans  World 

6.3       952  11.1 
6.2       953  def 
6.1       954  def 
6.1       955  27.8 
6.1       955  6.1 

5.5  930  9.5 

5.6  926  0.5 
6.5       847  1.5 
3.9       978  6.9 
3.8       980  4.4 

Massey-Ferguson 
Arden  Group 
Singer 
Fedders 
Food  Fair 

def      1017  def 
def      1018  5.9 
def      1019  def 
def      1020  def 
def  1021 

1.7     1005  def 
1.3      1008  5.0 
def     1020  def 
def     1017  def 
def  1019 

IU  International 
Mohasco 
Avondale  Mills 
Dynalectron 
Philips  Industries 

6.1       957  1.1 
6.0       958  3.5 
6.0       959  2.9 
6.0       960  3.5 
5.9       961  16.2 

5.4       934  4.0 
5.0       951  3.7 
5.8       913  2.9 

5.4  937  3.6 

6.5  842  12.0 

Genesco 

United  Merch  &  Mfrs 
City  Stores 

Commonwealth  Oil  Rfg 
Chicago  Rock  Island 

def      1022  12.5 
def      1023  18.6 
def      1024  def 
def      1025  26.8 
def      1026  def 

def     1023  7.0 
def     1026  4.9 
def     1024  def 
def     1022  8.3 
def     1027  def 

Ramada  Inns 
O  «..  Murphy 
Citizens  &  Southern  NB 
Burlington  Northern 
Saxon  Industries 

5.7       962  8.7 
5.6       963  3.6 
5.4       964  9.5 
5.4       965  8.2 
5.3       966  6.3 

4.1       975  4.7 

5.0  950  3.9 
5.4       934  8.8 

4.1  974  5.5 

4.2  971  4.9 

Intl  Foodservice 
National  Kinney 
Rath  Packing 
Allied  Supermarkets 
Cross  &  Trecker 

def      1027  def 
def      1028  def 
def      1029  def 
def      1030  def 

24.6 

def     1028  def 
det      1015  l.l 
def     1030  def 
def     1029  def 

22.6 

Jonathan  Logan 
Monfort  of  Colorado 
Phillips- Van  Heusen 
Litton  Industries 
J  Weingarten 

5.3       967  3.1 
5.2       968  def 
5.2       969  8.5 
5.2       970  26.6 
5.0       971  5.2 

4.8  956  3.1 
4.6       957  1.1 
4.3       966  6.4 
4.2       970  14.8 

4.9  954  4.9 

DPF 

First  Natl  Supermkts 

Memorex 

Toys  "R"  Us 

19.2 
10.2 
26.2 
24.5 

8.0 
6.3 

15.6       188  12.9 
16.1 

"The  average  return  may  be  tor  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
"Not  available;  not  ranked  def  Deficit 
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low  they  rank,  long-  and  short-term,  in  sales  and  earnings  growth — 
\nd,just  as  important,  whether  they're  ahead  of  inflation. 


Who's  Where  in 
Growth 


f  n  an  kra  of  ravaging  inflation,  growth  is  relative.  Aver- 
age annual  increases  in  earnings  per  share  of  7.1%,  for 
L  example,  would  seem  to  be  pretty  good.  Yet  any  company 
at  grew  only  that  much  has  just  stayed  even  with  inflation, 

measured  by  the  gross  national  product  price  deflator.  And 
harly  one  out  of  three  of  the  companies  listed  has  failed  even 

do  that  well.  Included  are  such  "growth"  companies  of  a  few 
;ars  ago  as  ITT  (whose  average  earnings  increase  was  a  tiny 
?%),  IU  International,  GEICO  and  Singer. 
Of  the  715  companies  that  did  equal  or  exceed  inflation, 
oreover,  318  showed  greater  sales  growth  than  earnings 
owth.  That  does  not  necessarily  mean  there  is  something 
rong,  but  it  can  suggest  problems  like  dilution  or — worse 
t — weak  earnings  from  acquisitions  or  market-share  gains, 
ime  industries  are,  willy-nilly,  hostage  to  sales  growth — like 
miconductors  and  computers,  where  such  premier  compa- 


nies as  Intel,  Data  General  and  National  Semiconductor  all 
showed  more  sales  growth  than  earnings  growth. 

Looking  like  a  growth  company  is  different  from  being  one. 
We  use  an  average  of  earnings  during  the  period  1970-74  as  a 
base.  So  if  a  company  had  deficits  in  one  or  more  of  those 
years,  the  road  back  to  "normal"  profitability  would  initially 
look  like  unusually  rapid  earnings  growth.  Similarly,  Subaru  of 
America,  the  most  profitable  of  all  1,035  companies,  shows  up 
near  the  bottom  of  the  growth  list  because  of  the  statistical 
difficulty  of  representing  its  deficit-to-profit  earnings  history. 

That's  why  it  is  useful  to  compare  the  growth  in  1979  alone 
with  the  five-year  average.  For  example,  while  Parker  Pen's 
earnings  growth  lagged  its  sales  growth  for  the  five-year  period, 
its  1979  earnings  jumped  significantly.  By  contrast,  Houston 
Oil  and  Minerals  five-year  average  sales  growth  was  80.2%  and 
its  earnings  growth  51.1% — a  gap  that  widened  in  1979.  ■ 
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Who's  Where  In  Growth 


Corresponding  Annual  Change  In  GNP  Price  Deflator:  7.1% 


Earnings  Per  Share 

Sales 

Earnings  Per  Share 

Sales 

Company 

5-year"            79t  vs 
average  rank  1976-78 

5-year*            7.9t  vs 
average  rank  1976-78 

Company 

5-year*            79t  vs 
average  rank  1976-78 

5-year*            79t  vs 
average  rank  1976-78 

Reliance  Group 
Olin  Corp 
Pneumo  Corp 
RLC  Corp 
Whittaker 

140.5%      1  71.1% 

85.7  2  -0.6 
83.2        3  -8.9 
76.0        4  51.7 

74.8  5  126.1 

11.3%    700  20.2% 
9.8       793  18.8 

15.4       380  30.7 
8.8       852  45.7 
3.5     1004  31.3 

Paine  Webber 
Cone  Mills 
Hilton  Hotels 
Dayton-Hudson 
Entex 

32.2%    64  20.4% 
32.0      65  16.6 
31.9       66  108.6 
31.8       67  3.2 
31.7       68  45.6- 

22.1%    106  73.5°/< 
11.3      700  8.0 
4.3       993  28.3 
13.7      496  39.2 
35.5        26  46.1 

Savannah  Foods 
Manhattan  Industries 
SCOA  Industries 
Savin 
ConAgra 

73.4        6  -32.3 
69.6        7  -10.2 
68.9        8  50.0 
68.8        9  175.4 
68.6       10  28.5 

6.6       940  19.2 

8.4  872  18.1 
15.1       399  19.0 
31.1        47  133.3 

8.5  868  27.5 

Athlone  Industries 
SCM 

Dean  Foods 

Wyman-Gordon 

Metromedia 

31.6       69  33.3 
31.6       70  42.1 

11C                71  TOT 

31.5       71  28.7 
31.5       72  -14.4 
31.5       73  50.6 

6.5       944  18.2 
8.7      859  28.8 
12.9       568  40.0 
16.6       317  33.7 
11.8       655  29.7 

Marathon  Mfg 
Raymond  Intl 
Kay 

Shearson  Hayden  Stone 
Teledyne 

65.9       11  81.5 
65.8       12  -8.2 
63.6       13  48.9 
62.6       14  77.1 
57.5       15  100.4 

11.5  674  39.6 
21.0       137  61.5 
21.7       122  47.6 

34.6  32  74.2 
10.4      762  21.2 

Northrop 
Perini 

Cincinnati  Milacron 
Houston  Natural  Gas 
Natl  Semiconductor 

31.5       74  44.2 
31.5       74  12.9 

O  i    f\               ^  s             |  -ill  n 

31.0       '6  132.8 
31.0       77  13.8 
31.0       77  117.0 

17.0       296  6.8 
12.7       585  42.8 
11.5       679  34.2 
34.9        30  28.2 
37.5        20  93.3 

Tandy 

Service  Merchandise 
Storage  Technology 
Areata 

Houston  Oil  &  Minerals 

56.2       16       51  8 
55.7       17  28.3 
53.7       18  111.5 
52.9       19  81.4 
51.1       20  -14.7 

27.3        62  35.6 

47.2  7  76.3 
44.8          9  128.4 

14.3  455  78.5 
80.2          1  36.1 

UV  Industries 
MCA 

Halliburton 
Washington  Post 
Bruno's 

30.9       79  342.1 
30.7       80  21.4 
30.7       81  8.1 
30.6       82  38.7 
30.6       83  87.1 

8.6      867  -18.0 
18.5       217  29.7 

26.2  70  35.9 
14.5       444  28.2 

25.3  73  55.3 

Moore  McCormack  Res 
Best  Products 
MGM 

United  Energy  Resources 
Ruddick 

50.8       21  32.5 
48.6       22  62.5 
46.2      23  63.8 
44.6       24  40.4 
44.4       25  18.7 

22.0       110  33.1 
42.7         12  79.9 

14.0       469  54.2 
27.5        58  68.0 

11.3      698  28.1 

Cross  &  Trecker 
Niagara  Frontier  Services 
J  Ray  McDermott 
Ashland  Oil 
Itel 

30.5  84  125.7 
30.0       85  25.9 
29.8        86  -9/.0 
29.7       87  270.5 

29.6  88  P-D 

14.8  419  66.9 

27.2  64  34.8 

36.3  24    62.5  1 
17.6      255  36.4 

34.9  29  71.1 

Bergen  Brunswig 
Intel 

H  K  Porter 

Boeing 

NCR 

43.9       26  214.0 
42.9       27  91.2 
42.5       28  58.0 
42.3       29  130.8 
42.1       30  22.1 

11.8       660  33.4 
47.2          8  93.7 
10.6      744  33.0 
8.7       857  66.4 
8.7      860  15.6 

Foxboro 
E-Systems 
Gates  Learjet 
Amsted  Industries 
Hughes  Tool 

29.4  89  16.5 
29.2       90  -10.9 
29.1       91  20.6 
29.0      92  58.5 

28.5  93  47.8 

16.6       310  24.1 
13.1       546  11.0 
21.6       127  58.6 
12.8       572  47.2 
34.1        35  49.1 

Dorchester  Gas 
Levi  Strauss 
Tosco 

Data  General 

Intl  Minerals  &  Chem 

42.0       31  117.4 
40.7       32  47.4 

39.7  33  410.9 
39.6      34  63.2 

38.8  35  6.1 

55.2  3  314.8 
21.6       126  29.8 
49.8          5  64.6 
49.5          6  91.3 

18.3  230  18.8 

UAL 
Blue  Bell 
Sundstrand 
Norin 

Fort  Howard  Paper 

28.5       94  P-D 
28.3       95  11.1 

<t  O    1                 t\£                A  T  CI 

28.1       96  47.8 
27.9       97  162.4 
27.7       98  29.2 

11.2  703      7.6  ! 
17.7      250  24.7 
14.5       447  24.9 

4.4       991  15.1 

19.3  197     30.6  | 

BeechAircralt 
Wheelabrator-Frye 
Earth  Resources 
Evans  Products 
Parker  Drilling 

38.1       36  39.6 
37.7       37  28.5 
37.4      38  22.3 
36.7      39  63.8 
36.6      40  48.1 

18.2       232  37.5 
21.6       124  72.6 
32.4        43  26.4 
2.7      1010  47.4 
35.2        28  74.0 

US  Air 
Nucor 

Santa  Fe  Intl 
Humana 

Cooper  Industries 

27.6       99  0.8 
27.5     100  132.8 
27.4      101  -80.5 
27.3     102  136.9 
27.3     103  40.4 

14.5       443  33.9 
20.7       149  70.7 
21.7       120  1.7 

37.5  19  128.1 

21.6  125  71.7 

Coachmen  Industries 
Schlumberger 
United  States  Filter 
Curtiss  Wright 
Wal-Mart  Stores 

36.1       41  P-D 
36.0      42  51.8 
35.8      43  13.9 
35.7      44  10.5 
35.7      45  51.0 

39.5         17  -23.5 
22.4       100  44.9 
27.2        63  33.3 
5.0       979  7.1 
40.2        14  65.6 

A  E  Staley  Mfg 
United  Technologies 
Lear  Siegler 
Morrison-Knudsen 
Natomas 

27.1      104  -19.8 
27.1      104  14.9 
27.0     106  72.1 
27.0     107  42.3 
26.9     108  23.2 

21.1       134  36.7 

19.0  203  37.5 
10.4       759  47.1 

15.1  395  37.7 
36.4        22  66.9 

Farm  House  Foods 
Smith  International 
Thriftimart 
Pitney-Bowes 
Allis-Chalmers 

35.5      46  67.6 
35.5      47  19.6 
35.4       48  98.1 
35.4       49  46.3 
35.1       50  16.0 

22.8        92  34.7 
26.5        68  39.5 

5.1       977  13.4 
13.0       550  48.2 

9.9       789  20.5 

Standard  Oil  Ohio 
Iowa  Beef  Processors 
McDonald's 
Parker  Pen 
Pioneer  Corp 

26.9     109  182.7 
26.8      110  21.2 
26.7      111  34.7 
26.7     112  72.3 
26.6     113  47.1 

22.0       113  83.2 
16.6       311  70.4 
26.5        69  31.1 
33.9        37  39.6 
30.9        48  30.6 

Meredith 
Texas  Oil  &  Gas 
Ryder  System 
Parsons 

Crown  Central  Petroleum 

35.1       50  27.9 
35.1       52  50.3 
35.0       53  40.0 
34.7       54  27.9 
34.0      55  345.3 

10.4       756  35.9 
50.2          4  53.0 
19.4       189  48.1 
18.4       227  -11.8 
22.4        99  58.8 

Fisher  Scientific 
E  F  Hutton  Group 
Arvin  Industries 
Big  Three  Industries 
Kimberly-Clark 

26.6      114  28.6 
26.2     115  26.7 
26.1"     116  -26.9 
26.1      117  27.8 
26.1      118  134.1 

15.0       407  26.0 
24.5        79  71.6 

15.4  379  10.7 

27.5  59  40.9 
10.2       773  23.0 

Fluor 

Digital  Equipment 
Gelco 

Cameron  Iron  Works 

34.0       56  33.9 
32.8       57  60.7 
32.8      58  50.7 
32.6      59  49.6 

32.6        40  51.0 
37.4        21  76.7 
66.8          2  93.8 
22.0       109  28.5 

Charter  Company 
Consolidated  Papers 
Edison  Bros  Stores 
Morse  Shoe 

26.1      119  931.2 
26.0     120  72.0 
26.0     121  33.8 
25.9     122  23.5 

29.2        53  125.1 
15.1       397  27.6 
13.7      499  25.6 
12.4       606  30.0 

Raychem 
C  F  Braun 

Modern  Merchandising 
Baker  International 

32.5       60  195.6 
32.4       61  -18.1 
32.3       62  3.3 
32.3      63  48.9 

24.2        81  89.9 
18.7       210  -16.7 
34.5        33  32.4 
36.4        23  60.8 

Denny's 

Fairchild  Industries 

MAPCO 

Foster  Wheeler 

25.8     123  10.7 
25.7      124  170.8 
25.6     125  18.0 
25.6     126  55.8 

26.0        71  43.0 
11.2       708  69.6 

30.7        49  42.3 
18.0       244  31.9 

*The  average  return  ma)  be  for  less  than  a  5  year  period  as  footnoted  in  individual  Yardsticks  tables 

tLatest  12  months    P-D  Profit  to  deficit. 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  7.1% 




Earnings  Per  Share 

Sales 

Earnings  Per  Share 

Sales 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*            79t  vs 
average  rank  1976-78 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

Mead 

Wang  Laboratories 
Dan  River 
Tektronix 

Waste  Management 

25.6%    127  26.7% 

3  C  C             tlO          1  Z  ,1  Z 

Z5.0         128  164.6 

25.5       129  88.8 
25.4       130  82.8 
25.4       131  59.2 

9.5%    814  33.1% 

32.3  44  152.4 
6.4       945  12.7 

22.4  100  76.5 
25.0        76  51.4 

Interpublic  Group 
Melville 

Phillips  Petroleum 

Caldor 

K  mart 

21.7%    192  47.6% 
11.1         IVM  Z5.o 
21.6       194  61.0 
21.5       195  48.7 
21.5       195  21.5 

14.2%    459  39.3% 

ion         ^Ai       in  0 
iy.U        ZUl  JU.o 

16.6       316  33.0 
22.3       102  34.5 
20.2       163  25.4 

Air  Prods  &  Chems 

Hyster 

EG&G 

Pioneer  Hi-Bred  Intl 
Ken  Glass  Mfg 

25,3       132  40.8 

1C    I               115  QIC 
Z3.Z            lJJ  Ol.D 

25.1       134  66.5 
24.8       135  29.3 
24.8       136  -24.1 

20.3       159  31.6 

11  O               l(J7          /I  3  7 

10.0  487  42./ 
21.7       119  39.0 

21.1  133  26.6 
11.3       691  22.9 

Curtice-Bums 
Wallace-Murray 
General  Reinsurance 
Zura  Industries 
Burlington  Northern 

21.5       197  34.7 

1W  A           lOfi          C.T  Q 

21.4       199  47.3 
21.3      200  35.5 
21.2      201  63.5 

29.6        51  39.9 

in  C          71ft       I'X  A 

18.1       239  22.0 
7.4       914  24.6 
12.5      593  38.9 

Natl  Convenience  Strs 
General  Dynamics 
North  American  Coal 
Rapid-American 
Central  Steel  &  Wire 

24.8       137  73.4 
Z4./         loo  Z46.o 

24.6       139  65.9 
24.6       140  70.8 
24.5       141  51.1 

20.1       164  48.5 

O  7              O  AC          3  A  1 

y.l       805  34.1 
21.9       115  28.6 
-0.5      1019  5.3 
12.9       561  38.6 

Federal  Co 
Reserve  Oil  &  Gas 
Safeco 

Engelhard  Minerals 
Colonial  Penn  Group 

21.2      202  33.9 

1W  1             Iftl             Q1  3 
Zl.Z          ZU3  V 

21.2       204  36.3 
21.1       205  100.1 
21.1       206  21.7 

15.9       358  46.0 

JC  rs                 f>*7         '"■Q  7 

13.1       547  31.9 
27.1        66  84.1 
25.6        72  26.7 

Varian  Associates 
Walter  Kiade 
Dresser  Industries 
Bausch  &  Lomb 
Tyler 

24.5       141  -24.2 

1A  A            lA'i           41  7 
Z4.4          14,5         4Z.  f 

24 .4       144  20.1 
24.4       145  49.9 
24.3       146  22.1 

11.1       713  35.1 
VIA        0U8      43. 5 

21.8       116  28.9 
14.8      420  26.7 
16.0       347  31.8 

Petrolane 

Imperial  Corp  of  Am 

Ametek 

Mallinckrodt 

Kaiser  Alum  &  C hem 

21.1       206  35.1 

71  n      7n.11      7ft  1 
zi.u       zuo  £.0.1 

20.9       209  27.2 

20.9       210  50.7 

20.9       211  100.5 

21.6  123  43.3 
in  1       ias  7 

ZU.  1            lOo        jj.  f 

11.5      679  32.2 

17.7  251  21.3 
13.5       512  31.6 

Loews 

American  Stores 
Super  Valu  Stores 
American  Intl  Group 
Transamerica 

24.3       147  50.9 

3/13            i  10           AC\  3 

Z4.Z         148  4y.z 
24.2       149  39.2 
24.2       150  46.4 
24.2       151  42.2 

33.3        38  20.6 

3  C  3              "7  A      ni  £ 

Z3.2          74  IZZ.6 

15.8  360  26.6 
21.0       138  49.1 

10.9  721  23.2 

Kemper  Corp 
White  Consolidated 
Stauffer  Chemical 
PACCAR 

Missouri  Pacific  Corp 

20.9       211  44.9 
in  ft       on       in  ft 

ZU.O           zl.3  1U.O 

20.8       214  9.1 
20.8       215  59.7 
20.6       216  35.0 

19.8  177  38.6 

IO. 3ZU  o-f.Z 

15.2       388  21.4 

14.9  411  36.2 
13.7      496  25.2 

Archer  Daniels  Midland 
Hospital  Corp  oi  Am 
Midland-Ross 
Rite  Aid 
Petrie  Stores 

24.0       152  12.8 

3  3  O             |C3            /I  Z  3 

Zo.O         153        46. Z 

23.8       154  47.6 
23.7       155  40.1 
23.6       156  15.7 

18.2      233  33.5 

3  o  n           —  i      a  0  0 
Zy.U          54  48.8 

11.2      708  48.2 
20.8       147  28.1 
17.2       288  16.9 

Handy  &  Harman 
Kevco  u  j 
Consol  Freightways 
Joy  Manufacturing 
Supermarkets  General 

20.5       217  20.6 

10  A           **>  1  O          A]  "1 

20.4       219  28.3 
20.3      220  5.4 
20.3       221  55.9 

10.4       756  46.0 
7^  n        7A    44  1 

ZD.U              /O  H'+.Z 

13.8    '  491  49.6 
15.7       366  15.9 
9.9       789  23.5 

Albertson's 
Northwest  Industries 
RCA 

Beckman  Instruments 
Dillingham 

23.6       157  52.3 

it  /             |C7            3  7  3 

Zo.6        15/        LI  .o 

23.6       159  23.9 
23.5       160  69.5 
23.4       161  184.5 

21.1       135  38.1 

171         in^      3  o  c 

l/.l         lyl  Zo.3 

8.9       842  22.6 
14.7       427  56.4 
9.2      830  22.2 

Caterpillar  Tractor 
Koppers 
Sigmor 
Bluebird 
Grouse  Hinds 



20.2      222  33.6 

in  7        723        76  f, 

ZU  —           —  —  1  ZO.O 

20.1       224  153.3 
19.9      225  116.9 
19.9      226  35.7 

17.2       286  36.2 
15  (S        374      78  5 

37.9        18  125.4 

11.8  657  37.3 

22.9  90  27.7 

Golden  State  Foods 
Potlatch 

Owens-Corning  Fbrgls 
Masco 

American  Family 

23.3       162  61.7 

3  3   3             1  Z3            1(1  D 

zo.3        loo  oy.o 
23.2       164  8.3 
23.1       165  34.5 
22.9       166  25.1 

28.7        55  56.7 
11.5        0//  13./ 

18.5       218  46.8 

26.7  67  46.8 

40.8  13  60.2 

Dover  Corp 

Ac  A11UIU 

Ogden 

Carson  Pirie  Scott 
Atlantic  Richfield 

19.7       227  44.6 

lQ  7         557          13  5 

19.7      229  22.2 
19.6      230  11.4 
19.6      231  46.9 

14.2       458  423 
14  1        4n2      78  8 

6.3      953  30.8 
5.8       964  11.1 
20.0       170  35.1 

Baxter  Travenol  Labs 
Diamond  Shamrock 
Raytheon 

General  Instrument 
Cluett,  Peabody 

22.9       167  44.5 

3  3    O               1  Z  O               1  A  C 

ZZ.8        168  -14.3 
22.8       168  58.9 
22.8       170  59.9 
22.7       171  -5.1 

22.6  97  35.5 
la. 4        ZZ5  jy.4 

13.7  498  26.6 
8.0       889  20.7 
2.5      1011  10.8 

St  Paul  Companies 

Amer  Hoist  &  Derrick 
Reynolds  Metals 
Fieldcrest  Mills 

19.6       232  22.4 

1Q  f.          23,3          7<1  3 

17.0  it.O 

19.6      234  10.8 
19.5      235  80.0 
19.5      236  36.5 

15.2       391  25.0 
in  3        771      41  7 

12.2      631  21.8 
12.6      588  34.2 
9.7       799  22.4 

Signal  Companies 
Auto  Data  Processing 
Hewlett-Packard 
Bucyrus-Erie 
Abbott  Laboratories 

22.7       171  88.8 
22.7       173  46.2 
22.6       174  58.4 
22.4       175       21. 1 
22.4       176  39.4 

15.9       354  35.4 

in  <           C3      zci  a 
lyA          52  3y.4 

21.7       121  56.4 

20.9       140  5.4 

17.5       265  27.8 

Alco  Standard 
Allied  Stores 
Union  Pacific 
ERC 

Warner  Communications 

19.5       237  28.8 
10  a        73a        1Z  7 

17.                 ZOO  IO./ 

19.4      239  59.6 
19.4      240  55.8 
19.3      241  34.4 

13.9       474  50.9 
A  a       051     14  n 

17.3      278  45.9 
16.6      309  19.9 
18.1       238  50.4 

Capital  Cities  Commun 

Sun  Chemical 

G  Heileman  Brewing 

Dexter 

Gulf  &  Western  Inds 

22.4       177  44.8 
22.4       177  53.3 
22.3       179  70.6 
22.3       180  28.4 
22.3       180  29.7 

20.9       141  35.9 

14.1  405  30.0 

21.4       131  82.5 
27.8        56  49.6 

16.2  335  39.8 

Pacific  Resources 
Snap-On  Tools 
Colt  Industries 
Riegel  Textile 
Outlet 

19.3       242  22.9 
1Q  7        743        (57  1 

17.  Z           Z*t  O  O/.l 

19.2      244  34.9 
19.2      244  -6.1 
19.2      246  -15.8 

39.6  16  33.3 

18  Q        205      38  Q 

10.7  zuo  oo.y 

13.9      475  35.8 
8.9      842  13.6 
22.0       114  32.9 

Amer  Broadcasting 
Belco  Petroleum 
Pay'n  Save 
U  S  Fidelity  &  Gty 
Dillon  Companies 

22.1        182  47.4 

11  1           1(19         ^,1  0 

zz.i        loz.  D/,.y 
22.1       184  18.6 
22.1       185  44.6 
22.0       186  20.7 

12.8  570  23.1 
Tin       i»     41  3 

27.6        57  21.0 
14.4      448  27.6 

22.9  91  42.4 

Smithkline  Corp 
Pennzoil 

Aetna  Life  &  Casualty 
Philip  Morris 
Reliance  Electric 

19.1       247  100.0 
19.0      248  62.1 
19.0       249  47.4 
18.9      250  39.9 
18.9      251  29.9 

16.4       326  51.2 
20.2       162  48.9 
13.8      491  32.6 
20.1       167  46\9 
16.0      350  45.5 

Johnson  Controls 
Carpenter  Technology 
American  Financial 
Business  Men's  Assur 
Crane 

22.0       187  27.4 
21.9       188  55.7 
21.9       189  347.7 
21.8       190  58.1 
21.8       191  9.6 

18.3      229  137.2 
13.1       543  51.7 
27.5        60  14.0 
7.1       922  8.2 
6.5      943  28.6 

Leaseway  Transportation 
Certain-teed 
Dow  Chemical 
Kaneb  Services 
Norfolk  &  Western  Ry 

18.8       252  28.2 
18.8      253  -55.5 
18.8       253  27.0 
18.8       255  23.6 
18.7      256  55.9 

13.4       519  30.2 
13.7       495  13.5 

17.6  259  37.8 

34.7  31  79.4 
4.2      994  19.8 

'The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
tLatest  12  months   
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Who's  Where  In  Growth 


Corresponding  Annual  Change  in  GNP  Price  Deflator:  7.1% 


Earnings  Per  Share 

Sales 

Earnings  Per  Share 

Sales 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79}  vs 
average  rank  1976-78 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

Earle  M  Jorgensen 
Marsh  Supermarkets 
Amer  Genl  Insurance 
Vulcan  Materials 
Roper  Corp 

18.6%    257  30.9% 
18.6      258  -9.8 
18.6      259  31.8 
18.6      260  31.5 
18.5       261  -18.3 

11.7%    663  33.8% 

11.5  674  24.6 

12.6  590  17.0 
12.2       623  37.9 

8.1       886  8.6 

Crum  &  Forster 
Gordon  Jewelry 
Litton  Industries 
H  F  Ahmanson 
J  P  Stevens 

16.9%    322  62.1% 
16.9      322  82.5 
16.8      324  DP 
16.8      325  21.4 
16.8       326  15.5 

13.8%    482  31.3% 
13.7       501  54.2 

6.9       928  17.3 
18.9      204  35.0 

8.2       879  18.3 

Farmers  Group 
W  W  Grainger 
Super  Food  Services 
Jack  Eckerd 
Waldbaum 

18.4       262  39.3 
18.4       263  44.1 
18.4       263  0.8 
18.4      265  33.5 
18.4       266  30.1 

13.1  540  28.6 
18.9      206  39.7 
16.5       321  51.4 

25.2  74  49.9 
14.9       411  26.5 

Flowers  Industries 
Ohio  Casualty 
Rainier  Bancorp 
Malone  &  Hyde 
Ball  Corp 

16.7       327  21.9 
16.7       327  62.5 
16.7      327  24.1 
16.6      330  24.6 
16.6      331  41.4 

22.2       105  43.2 
16.7       308  32.5 
15.7       364  57.0 
17.7       253  39.9 
18.1       237  21.5 

Bache  Group 
Barnes  Group 
Thiokol 

International  Paper 
Deluxe  Check  Printers 

18.3      267  47.9 
18.3      268  81.7 
18.3      268  63.1 
18.2      270  131.4 
18.2       271  33.2 

12.5       597  59.1 
14.9       410  40.8 
12.9      568  31.5 
10.9      727  16.3 
15.7      364  27.3 

Norris  Industries 
AMP 

First  Charter  Finl 
General  Signal 
Kellogg 

16.6       331  -8.2 
16.6      333  58.1 
16.6       333  4.2 
16.5       335  39.0 
16.5       335  15.1 

10.5  746  19.9 
14.9       417  48.3 

17.6  261  33.3 
22.0       110  54.7 
14.8       421  17.6 

SEDCO 

Bally  Manufacturing 

Dana 

Centex 

Pay  Less  Drug  NW 

18.2      272  -83.9 
18.2      273  68.5 
18.1       274  38.7 
18.0       275  37.3 
18.0       275  22.0 

22.0       110  -3.1 
24.0        84  44.9 
17.5       265  50.8 
20.5       154  44.1 
16.8      302  19.5 

VSI 

Bird  &  Son 
Cullum  Companies 
Genuine  Parts 
Hershey  Foods 

16.5       337  121.3 
16.5       338  -11.1 
16.5      338  82.7 
16.4      340  37.5 
16.4      340  22.2 

14.7       428  91.2 

16.3  332  20.2 
21.7       118  41.7 
16.9       299  31.8 

11.4  686  58.1 

Pittston 
Blount 
Ex  Cell  O 
Fred  Meyer 
Pennwalt 

18.0       277  -13.4 
18.0      278  50.0 
18.0       278  42.6 
18.0      280  19.2 
18.0      281  18.5 

15.4       382  18.4 
9.3       824  25.4 
12.4       617  75.1 
17.4      273  23.2 
12.2       630  21.7 

Alcoa 

DEKALB  AgResearch 
Liquid  Air  of  No  Amer 
Roadway  Express 
McDonough 

16.4       342  114.6 
16.4       343  11.0 
16.4       344  -13.2 
16.3       345  10.2 
16.3      346  18.0 

12.6  591  33.9 

20.7  151  23.3 

16.1  342  21.3 

16.2  337  32.2 
9.7       800  21.0 

Emhart 
Perm  Traffic 
Times  Mirror 
Conoco 

Northern  Natural  Gas 

17.9       282  6.4 
17.9      283  23.4 
17.9       284  54.9 
17.9      285  79.6 
17.9      286  22.5 

32.6  41  22.9 

17.7  246  35.7 
14.0       473  32.6 
16.5      325  32.7 
19.0      200  36.0 

CBS 
Bendix 

Crown  Cork  &  Seal 
Sysco 

Emery  Air  Freight 

16.3       347  7.6 
16.2       348  35.1 
16.2      349  32.2 
16.2      350  58.6 
16.0      351  26.9 

13.8       482  29.4 
11.5       676  16.7 
15.1       398  28.8 
20.1       164  47.3 
19.4       187  40.7 

General  Cinema 
Westmoreland  Coal 
H  J  Heinz 
Baldwin-United 
Hanover  Insurance 

17.8       287  34.9 
17.8      288  -64.2 
17.8      289  49.3 
17.7       290  54.0 
17.7       291  36.0 

17.7       247  36.5 
13.0       557  6.7 
12.4       613  31.8 
19.4       191  104.5 
14.9       415  28.2 

Intl  Harvester 
Burroughs 
Southland  Corp 
Chubb 
Control  Data 

16.0       352  51.4 
16.0      353  29.2 
16.0       354  38.2 
16.0      355  34.9 
16.0      355  78.3 

11.3       696  32.0 
13.8      488  26.4 
16.0      348  40.9 
11.7      665  15.2 
13.0      558  31.4 

Provident  Life  &  Acc 
Continental  Airlines 
Chessie  System 
American  Can 
Harris  Corp 

17.7       292  29.5 
17.6      293  P-D 
17.6       294  43.3 
17.6      295  15.0 
17.6       296  56.5 

9.1       836  6.9 
13.1       548  34.3 

6.7       937  19.9 
11.0       716  25.5 
11.4       685  49.5 

Cessna  Aircraft 
Connecticut  General 
North  Amer  Philips 
PepsiCo 

Economics  Laboratory 

15.9       357  28.5 
15.9       358  16.7 
15.9       359  27.7 
15.8       360  28.8 
15.8       361  35.6 

18.2       231  50.4 
13.2      538  20.4 

22.6  95  21.3 

18.7  212  37.0 
17.7       245  31.5 

Union  Camp 
Federal-Mogul 
Harsco 
Time  Inc 
Gannett 

17.6      296  22.8 
17.6      298  43.6 
17.6       299  18.8 
17.5       300  19.7 
17.5       301  34.8 

11.0       719  22.8 
10.4       756  29.0 

13.8  491  28.6 

16.9  298  75.3 
18.0       240  75.6 

Cummins  Engine 
Schering-Plough 
Willamette  Inds 
Weis  Markets 
Universal  Foods 

15.8       362  -10.9 
15.8      362  25.8 
15.8       364  29.2 
15.8       365  33.0 
15.7       366  -17.9 

16.2       337  36.1 
13.7       501  38.6 

19.5  182  29.9 

13.6  506  27.4 
19.6       181  49.7 

Getty  Oil 
Revlon 

American  Natl  Ins 
Avnet 

Longs  Drug  Stores 

17.4      302  70.2 
17.4      303  34.6 
17.4       304  51.2 
17.4       304  46.8 
17.4       304  27.9 

15.0  404  29.8 
20.8       147  39.7 
10.2       776  12.4 

14.1  462  52.6 
18.4       226  28.1 

Westvaco 
R  H  Macy 

Knight  Ridder  News 
Dravo 

Franklin  Mint 

15.7       367  26.2 
15.7       368  54.5 
15.7      369  35.9 
15.6      370  14.3 
15.6       370  8.5 

12.4       609  19.9 
9.7       802  29.1 
17.3       281  24.2 
15.6      373  22.0 
24.1         83  -5.3 

Dart  Industries 
Oklahoma  Natural  Gas 
McGraw-Hill 
Interpace 
Universal  Leaf 

17.4       307  46.1 
17.4       307  -12.5 
17.4       309  42.6 
17.3       310  41.1 
17.3       311  33.5 

12.9       565  39.0 
32.6        42  27.6 
8.9      848  24.9 
7.9       892  9.2 
9.7       803  31.4 

Giant  Food 
General  Mills 
Cal-Maine  Foods 
Marriott 
Dibrell  Brothers 

15.6       370  47.0 
15.6       373  22.6 
15.6       374  25.6 
15.6  -    374  65.5 
15.6       376  24.4 

9.9       788     18  3 
16.2      337  30.0 
22.8        92  4.1 
18.7       210  36.1 
13.2      537  45.9 

Deere 

Peabody  Intl 
Gt  Western  Financial 
Walt  Disney 
Sonoco  Products 

17.2       312  23.5 
17.2       313  32.8 
17.2       314  30.9 
17.2       315  33.6 
17.2       316  26.1 

17.5       267  32.0 
24.0        85  45.3 

15.0  407  39.7 

17.1  291  22.3 
11.9       649  41.1 

Amer  Medical  Intl 
Amer  Hospital  Supply 
Shell  Oil 

Echlin  Manufacturing 
Lubrizol 

15.6       377  68.8 
15.5       378  32.3 
15.5      379  23.9 
15.5      380  33.9 
15.5      381  39.0 

23.3  86  50.6 
16.5       318  29.1 
16.5      322  29.0 

19.4  192  26.2 
16.2       334  34.2 

Hoover  Universal 
Nalco  Chemical 
Superior  Oil 
American  Express 
Anderson,  Clayton 

17.1       317  18.7 
17.1       318  40.1 
17.0       319  217.0 
16.9      320  39.5 
16.9       320  30.6 

14.3      457  46.5 
15.9       359  26.8 
22.1       107  73.7 
15.7       368  29.3 
7.4       910  18.6 

Congoleum 
Republic  of  Texas 
Travelers 

Seaboard  Allied  Milling 
Lowe's  Companies 

15.4       382     J33. 2 
15.4       382  13.6 
15.4       384  46.4 
15.4      385  63.8 
15.3       386  3.4 

7.6       901  39.6 
20.0       173  77.5 
11.6       669  14.6 
12.2      628  14.9 
18.6       213  25.0 

'The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
tLatest  12  months    P-D  Profit  to  deficit.    D-P  Deficit  to  profit 
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Who's  Where  In  Growth 


 —  — _  

Corresponding  Annual  Change  in  GNP  Price  Deflator:  7.1% 


ejUa  ningB  j  ci  ontixc 

Company 

5-year*            79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

Perkin-Elmer 
Yellow  Freight  System 
Marsh  &  McLennan  Cos 
A  TO 
-  Kerr-McGee 

15.3%    386  97.9% 
15.3      388  -28.3 
15.3      389  39.5 
15.3       390  33.6 
15.2       391  28.8 

17.7%    251  76.3% 
18.4       224  30.0 
15.2       390  25.4 
7.4       911  17.4 
20.7       152  19.7 

National  Distillers 
A  O  Smith 
Marathon  Oil 
Michigan  National 
Santa  Fe  Industries 

13.6%    451  19.9% 
13.6      453  37.6 
13.6       454  50.2 
13.6       455  24.2 
13.6      455  31.7 

6.9%    931  26.2% 
64       949  19.0 
20.4       158  41.4 
14.0       472  40.7 
11.8       655  30.5 

Georgia-Pacific 
Circle  K 
Ideal  Basic  Inds 
Stop  &  Shop 
Texas  Instruments 

15.2       392  25.7 
15.2      393  107.6 
15.1       394  33.5 
15.1       395  20.2 
15.1       396  41.0 

15.9       355  35.3 
20.5       156  56.0 

11.5  679  21.9 
10.0      784  13.3 

14.6  431  46.3 

Pullman 
Fruehauf 
First  Intl  Bshs 
Warner  &  Swasey 
United  States  Shoe 

13.5       457  36.7 
13.4      458  39.6 
13.4       459  31.7 
13.4       460  124.9 
13.4      461  19.5 

20.8       145  36.4 
20.8       142  34.5 
22.6        96  66.3 
8.3       877  10.1 
11.6      672  37.9 

A  C  Nielsen 
Allen  Group 
Campbell  Taggart 
Nash  Finch 
Wells  Fargo 

15.1       397  25.3 
15.0       398  41.9 
15.0      399  18.1 
15.0      399  28.6 
15.0       401  35.2 

16.5       318  44.8 

11.8  652  17.8 

13.9  481  23.1 
16.8       301  25.4 
15.0      401  59.7 

Easco 
TRW 

Dow  Jones 

Central  Louisiana  Engy 
R  R  Donnelley  &  Sons 

13.3       462  -2.5 
13.3      462  27.2 
13.2      464  33.5 
13.2       465  71.5 
13.2       466  25.4 

14.3  456  22.9 

12.4  613  32.2 
14.7       425  32.1 
34.1        36  103.7 
13.0      550  33.1 

Norton 

Butler  Manufacturing 

U  S  Bancorp 

Gt  Northern  Nekoosa 

Gould 

15.0      402  66.0 
15.0      403  32.7 
14.9       404  30.3 
14.9       405  40.5 
14.9       406  0.0 

14.1  467  34.5 

12.2  625  20.1 
14.5      438  40.1 

14.3  454  22.7 

24.4  80  26.2 

Celanese 

Republic  Finl  Svcs 
Martin  Marietta 
Ralston  Purina 
Hanna  Mining 

13.2      467  77.2 
13.1       468  41.2 
13.1       469  60.6 
13.1       470  -9.6 
13.1       471  29.5 

10.7  737  28.4 
17.5      263  33.7 

7.0      926  35.9 
12.2      623  23.1 

10.8  728  20.0 

Pillsbury 
Braniff  Intl 
Sperry 

Texas  Commerce  Bshs 
United  States  Gypsum 

14.9       406  36.7 
14.8       408  -52.1 
14.8       409  31.2 
14.8       410  36.0 
14.8       411  94.4 

15.8       360  55.0 
16.3      330  54.9 
10.3      766  19.8 
27.5        61  74.9 
12.2       625  26.6 

Maryland  Cup 
Westinghouse  Electric 
Rollins  Inc 
Monsanto 
Intl  Multifoods 

13.1       471  8.6 
13.1       471  18.0 
13.1      474  23.7 
13.0      475  16.5 
13.0      476  9.7 

15.6       370  25.8 
4.5       986  12.0 
12.6      589  37.5 
13.6      509  28.6 
8.0       891  14.7 

FMC 

Johnson  &  Johnson 
CPC  International 
BankAmerica  Corp 
Intl  Flavors  &  Frag 

14.7       412  31.7 
14.7       412  32.6 
14.7       414  32.4 
14.7       415  37.7 
14.7       415  31.5 

10.1  782  32.5 
16.8      302  35.9 

11.2  703  22.3 
17.5       267  51.3 
16.1       346  26.9 

Occidental  Petroleum 

Borg-Warner 

Merck 

First  City  Bancorp 
Combined  Insurance 

13.0       477  186.4 
13.0       478  38.3 
13.0      478  30.9 
12.9      480  32.5 
12.9      481  27.7 

13.5       516  41.3 
8.9       850  26.7 
12.9      562  27.7 
23.1        89  66.6 
12.5      599  24.5 

McCormick  &  Co 
U  S  Home 
Kroger 

Republic  Natl  Life 
United  Refining 

14.6       417  18.8 
14.6       418  117.2 
14.6       419  57.8 
14.6       420  38.5 
14.5       421  183.9 

16.1       341  22.4 
17.3       278  64.4 
11.5      684  27.4 
3.6     1003  16.6 
24.1         82  30.5 

Bemis 

Emerson  Electric 
Shelter  Globe 
Hannaford  Bros 
Stanley  Works 

12.9       482  82.9 
12.9      482  35.7 
12.8      484  -29.7 
12.8      485  -1.2 
12.8      486  48.9 

6.4       947  2.5 
17.6      255  42.8 
17.5      263  22.0 
14.5      444  20.8 
11.0       714  31.0 

Standard  Oil  Indiana 
Flickinger 
Continental  Corp 
West  Point-Pepperell 
General  Foods 

14.4       422  41.2 
14.4       423  19.0 
14.3      424  32.3 
14.3       425  -5.1 
14.2       426  39.5 

18.1       235  27.4 

17.3  282  11.1 
11.0       714  17.7 

12.4  603  25.8 
12.7       579  8.7 

Citicorp 

Clark  Oil  &  Refining 
DeSoto 

Southern  Railway 
NVF 

12.7      487  21.3 
12.7      487  190.9 
12.7      489  -29.5 
12.7       489  45.1 
12.7       491  164.6 

19.3       195  64.3 
19.1       199  30.2 
4.9      981  0.9 
9.2      827  23.1 
6.5      942  27.3 

Upjohn 
Ford  Motor 
Eastern  Gas  &  Fuel 
Dayco 

Bristol-Myers 

14.1       427  45.1 
14.1       428  4.1 
14.1       429  32.5 
14.1       430  36.4 
14.0       431  24.0 

15.9       352  25.2 
12.7      586  22.7 
14.5       446  23.0 
9.6       810  27.7 
12.4       606  21.1 

Sav-On-Drugs 
Seafirst 

Western  Air  Lines 
Black  &  Decker 
General  Motors 

12.7       491  39.0 
12.6      493  32.8 
12.6      494  25.1 
12.5      495  75.8 
12.5      495  6.9 

14.1  467  31.3 
15.7       363  62.8 

13.4  520  27.0 

17.5  269  43.5 

13.2  535  23.3 

Jim  Walter 
Transway  Intl 
Harnischfeger 
Stone  Container 
IBM 

14.0      432  23.6 
13.9      433  30.4 
13.9      434  P-D 
13.9      435  39.8 
13.9       436  11.4 

10.4  763  31.2 
8.9       841  20.5 

19.9       176  19.0 

13.5  513  16.3 
13.5       510  21.4 

Continental  Illinois 
Mercantile  Stores 
Koehring 
Cabot 

Jefferson-Pilot 

12.5       497  21.2 
12.5       498  23.9 
12.5       499  41.0 
12.4      500  83.9 
12.4       501  26.4 

17.2      288  72.8 
12.2      633  26.4 
5.1       974  25.9 

17.0  295  92.5 

10.1  780  20.0 

Northwest  Energy 
Dennison  Mfg 
Becton,  Dickinson 
Combustion  Engineering 
Toro 

13.9       437  57.6 
13.8      438  29.0 
13.8      439  21.5 
13.8      439  33.7 
13.8       441  149.4 

30.2        50  34.9 

13.2  532  23.3 

15.1  399  35.9 

12.3  622  25.7 

19.2  198  124.1 

Security  Pacific 
Witco  Chemical 
Consolidated  Edison 
W  R  Grace 
Lucky  Stores 

12.4       502  43.7 
12.4       503  55.4 
12.4       504  -1.0 
12.3      505  17.0 
12.3      506  47.6 

15.0      406  57.4 
14.6       433  40.9 

12.8  574  7.1 
10.2      774  26.0 

14.9  411  34.4 

Kings  Dept  Stores 
CBI  Industries 
Ryan  Homes 
Eagle-Picher  Inds 
So  Natural  Resources 

13.8       442  4.6 
13.7      443  1.8 
13.7       444  37.5 
13.7       445  20.4 
13.7       446  18.7 

12.2       631  23.5 
8.6       861  -4.1 
16.5       318  55.5 
10.9       724  25.6 
17.5      270  60.2 

Capital  Holding  Corp 
National  Gypsum 
American  Home  Products 
Kraft 

Kaiser  Steel 

12.3       507  21.0 
12.3      507  91.1 
12.3      509  24.1 
12.3       510  30.2 
12.2       511  175.8 

8.6       862  11.2 

8.6  865  31.2 
11.1       710  21.2 

9.7  803  18.1 

8.8  853  28.8 

Carnation 
May  Dept  Stores 
Parker  Hannifin 
Alcan  Aluminium 
Godfrey 

13.7       447  19.5 
13.7       447  18.3 
13.6       449  41.3 
13.6       450  105.1 
13.6       451  40.8 

11.8       652  17.1 
10.5      752  16.9 

16.1  343  66.5 

13.2  533  36.8 
12.4      604  22.3 

Winn-Dixie  Stores 
Fleming  Companies 
PPG  Industries 
Sun  Company 
Ethyl 

12.2       511  31.5 
12.2       513  10.9 
12.2       514  27.8 
12.2       514  41.7 
12.2       516  20.8 

15.7       366  28.1 
17.0       297  19.9 
12.3       619  20.2 
22.7        94  47.3 
13.2      534  25.4 

•The  average  return  may  be  for  less  rhan  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables. 
tLatest  12  months 
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Sales 

Earnings  Per  Share 

Sales 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79f  vs 
average  rank  1976-78 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*            79t  vs 
average  rank  1976-78 

Compat 

Eli  Lilly 
Motorola 

Corning  Glass  Works 

Stanadyne 

Win  Wrigley  !r 

12.1%    517  35.8% 
12.1       518  38.8 
12.1       519  35.5 
12.1       520  38.0 
12.1       520  21.5 

13.9%    479  36.2% 
10.8      733  39.2 
8.0      890  23.6 
11.7       664  39.8 
13.7       500  21.6 

Pfizer 

Kaufman  &  Broad 
Scott  &  Fetzer 
Whirlpool 
Adolph  Coors 

10.8%    581  26.1% 
10.7      583  28.7 
10.7      584  27.0 
10.7      584  7.1 
10.7      586  12.2 

13.0%    552  26.2% 
8.5      869  16.0 

14.8       423  72.7 
5.3       972  16.8 

12.4       618  20.6 

R|R« 
General 
Sonon 
f  W  Wo 
Collns 

Continental  Group 

Dorsey 

Borden 

Heublein 

Flintkote 

12.0       522  5.9 
11.9      523  36.6 
11.9       524  8.7 
11.9       525  25.8 
11.8       526  142.5 

9.1       836  15.9 
18.1       235  53.7 

8.8       851  17.2 
12.8       577  10.9 

7.4       908  36.5 

Avon  Products 
Nabisco 
Scott  Paper 

Manufacturers  Hanover 
St  Regis  Paper 

10.7      587  23.6 
10.7      587  15.5 
10.6       589  78.4 
10.6       590  20.8 
10.6       590  30.0 

11.5  678  35.2 

10.6  739  11.4 
12.1       644  23.0 

17.7  249  61.3 
12.7      583  23.7 

Setoi 
[snaA 
Hoiwr 
Crown 
Host* 

USLIFE 
Coca-Cola 
Purex  Industries 
Brown-Forman  Dist 
Dean  Witter  Reynolds 

11.8       526  31.4 
11.8       528  24.0 
11.8       528  17.3 
11.8      530  78.6 
11.8       531  -51.5 

12.2       633  34.6 
13.5       518  31.3 
7.2       921  26.7 
10.2       775  46.0 
18.5       220  83.0 

Insilco 

Delta  Air  Lines 
Louisiana-Pacific 
Northwest  Airlines 
Tecumseh  Products 

10.6       592  19.8 
10.6       593  18.9 
10.5       594  75.4 
10.5       594  21.7 
10.5       594  35.3 

5.6       969  22.9 
16.3      329  42.9 
21.8       117  58.6 
13.7      503  30.2 

6.9       929  28.6 

Interrc 
|oto<- 
Siloe 
Talk 
Attoi 

Amer  Maize-Products 
Castle  &  Cooke 
Walgreen 

Chesebrough  Pond's 
Honeywell 

11.7      532  3.2 
11.7       532  -4.6 
11.7       534  66.5 
11.7      535  29.8 
11.6      536  61.6 

12.9       565  23.6 
13.0       559  40.8 

6.7       938  12.5 
17.4       274  34.3 

7.4       911  34.3 

Polaroid 

Ark  Louisiana  Gas 

Armco 

IC  Industries 

Federated  Dept  Stores 

10.5       597  -47.7 
10.5      598  28.1 
10.4      599  63.3 
10.4      600  12.3 
10.4      601  5.1 

13.6  504  24.8 

13.0  555  46.0 

12.1  645  33.5 

17.7  254  75.2 
12.6      587  16.1 

Host  Ii 
tail 
Camo 
Pittsl 
Spring 

McG raw  Edison 
Minn  Mining  &  Mfg 
Panhandle  Eastern 
Lukens  Steel 
Weyerhaeuser 

11.6      537  12.0 
11.6       537  43.4 
11.6       539  45.7 
11.5       540  -34.9 
11.5       541  63.1 

7.8      898  30.5 
13.1       548  29.8 
19.3       194  59.5 

8.8       856  19.9 
13.1       543  31.7 

Standard  Oil  Calif 
Alleghany  Corp 
Western  Bancorp 
Tenneco 
Wetterau 

10.4       602  68.9 
10.3      603  68.5 
10.3      604  55.9 
10.3      605  16.9 
10.3      606  13.2 

20.8       144  27.7 
34.5        34  122.1 

11.8  662  51.8 
17.1       290  38.5 

13.9  479  17.7 

True 
Amen 
Main 
Squib 
[lew 

Timken 

Illinois  Tool  Works 
Southwestern  Life 
Union  Oil  California 
Northwest  Bancorp 

11.5       542  37.1 
11.5       543  54.3 
11.5       544  20.8 
11.4       545  35.1 
11.4      546  28.5 

15.0  407  27.0 
12.5      595  29.7 

5.8      967  10.9 
16.3      333  22.8 

15.1  394  47.4 

GK  Technologies 
Foremost-McKesson 
Stewart-Warner 
Suburban  Propane  Gas 
National-Standard 

10.2       607  207.2 
10.1       608  48.3 
10.1       609  20.3 
10.0       610  60.6 
10.0       611  19.7 

9.1       833  80.3 
8.1       885  15.8 
7.6       904  21.8 
20.8       146  38.1 
11.2       705  27.6 

Uiivi 
Milt 
Inteil 
Gaiiii 
Eaton 

Envirotech 
H  H  Robertson 
Howard  Johnson 
Valley  Natl  Bk  Ariz 
Longview  Fibre 

11.4       547  -57.0 
11.4       548  41.5 
11.3       549  9.7 
11.3       550  60.1 
11.3       551  37.7 

19.5  182  18.2 
6.2       954  26.0 
8.9       842  20.1 

12.2       628  55.9 

11.6  671  7.9 

Armstrong  Rubber 
Genl  Tire  &  Rubber 
McLouth  Steel 
Signode 
Oscar  Mayer 

10.0       612  -25.7 
10.0       613  -14.3 
9.9       614  776.4 
9.9       615  32.4 
9.8       616  36.5 

10.5       748  10.0 
11.0       719  9.2 
12.0      646  32.6 
12.3       621  30.4 
9.8       796  14.9 

Amei 
Amer 
Gino 
Ame 
Zaoa 

Peat 
Fact 
Souti 
ICP 
First 

Stok 
Iran 
Bam 
Nash 
Ams 

Del  E  Webb 
ACF  Industries 
Fed!  Natl  Mortgage 
Copperweld 
Quaker  Oats 

11.3       551  -13.0 
11.3       553  29.5 
11.3       554  -3.2 
11.2       555  49.1 
11.2       555  47.9 

6.4       946  20.1 
13.2       531  34.2 
14.4      448  37.5 
12.7       584  36.2 
13.9       478  32.3 

Wachovia  Corp 
Anchor  Hocking 
Texas  Eastern 
Irving  Bank  Corp 
Safeway  Stores 

9.8       616  29.7 
9.8       618  -1.9 
9.8       618  32.4 
9.8      620  37.8 
9.8       620  30.6 

10.5  748  44.6 
13.4       525  13.6 

18.6  214  42.2 
10.9      725  59.0 
12.9      567  16.3 

Champion  Intl 
Procter  &  Gamble 
General  Electric 
PennCorp  Financial 
NLT 

11.2       557  47.6 
11.2       558  30.2 
11.2       559  28.2 
11.2       560  65.8 
11.2       561  15.6 

10.3       770  16.9 
15.3      385  33.0 

10.5  748  23.3 

15.6  371  50.4 
8.9       846  24.7 

Liberty  Natl  Life 
Richardson  -Merrell 
Central  Tel  &  Utils 
Ferro 

Macmillan 

9.8       622  17.3 
9.8      623  41.5 
9.8       624  17.6 
9.8       624  34.7 
9.7      626  20.5 

9.7       806  17.5 
13.2       535  33.0 
14.1       462  42.0 
14.6       429  32.1 

5.0       980  14.5 

George  A  Hormel 
Dun  &  Bradstreet 
Murphy  Oil 

Strawbridge  &  Clothier 
I  P  Morgan  &  Co 

11.1       562  62.0 
11.0       563  41.4 
11.0       564  74.7 
11.0       564  12.8 
11.0       566  28.2 

8.6      862  23.1 
11.3       698  34.3 
19.5       184  32.3 

9.3       821  21.1 
15.9       352  60.9 

Moore  Corp 
VF  Corp 
Gifford  Hill 
Chromalloy  American 
Campbell  Soup 

9.7       627  36.8 
9.6      628  35.4 
9.5       629  61.4 
9.5       630  34.4 
9.5       631  22.9 

15.4       377  24.8 

8.8  855  13.8 
14.6      433  28.8 
15.4       383  32.0 

9.9  792  30.1 

Loui 
Tarn 

Gull 
Aver 
East 

Gra 
MeLl 
Mi 
Bid 
Eld 

Soo 
Syk 
Hoc 
NIC 
Jab 

~fo 
fts 
Ne 
Lei 

_Wi 

FOR 

Reeves  Brothers 
Beatrice  Foods 
Copeland 
Sunbeam 
Nationwide  Corp 

10.9       567  74.9 
10.9       568  12.6 
10.9       569  -42.8 
10.9      570  19.3 
10.9      571  23.8 

7.7       899  21.0 
16.6       314  25.9 

8.6      865  19.4 
13.8       485  14.0 
11.0       716  19.1 

Lone  Star  Industries 
Texas  Gas  Transmn 
Peoples  Gas 
Textron 

Lincoln  Natl  Corp 

9.5       632  80.6 
9.5      632  19.6 
9.5    .  634  10.9 
9.5       635  20.3 
9.4      636  26.5 

10.6       745  -16.4 

14.6  430  45.6 
19.9       174  55.7 
10.4       759  18.6 

12.7  579  23.7 

Colgate-Palmolive 
Consiol  Natural  Gas 
DETROITBANK  Corp 
City  Investing 
Clark  Equipment 

10.8      572  8.9 
10.8       573  4.0 
10.8       574  34.5 
10.8       575  69.7 
10.8       575  54.1 

16.1       345  21.5 
14.5       442  31.4 
12.1       640  48.0 
12.7       578  54.0 
8.4       871  24.6 

First  Bank  System 

INA 

Mobil 

Briggs  &  Stratton 
United  Telecom 

9.4       637  35.8 
9.4       637  49.6 
9.4       639  71.4 
9.3       640  46.3 
9.3       641  17.9 

13.4       529  50.8 
16.6       311  28.5 

22.1  108  32.7 
12.4       611  57.7 

13.2  538  35.8 

Cook  United 
Crocker  Natl  Corp 
Square  D 
Owens-Illinois 
Coastal  States  Gas 

10.8       575  67.7 
10.8       575  89.8 
10.8       579  30.4 
10.8       580  28.9 
10.8       581  64.7 

-6.6      1031  6.1 
13.9       476  50.0 
12.7      579  29.9 
10.7      736  20.3 
36.3        25  50.4 

Gerber  Products 
Standard  Brands 
Manufacturers  National 
Natl  Detroit  Corp 
Union  Carbide 

9.3       642  12.3 
9.2       643  17.0 
9.2       644  28.9 
9.1       645  22.4 
9.1       646  31.4 

9.4  820  18.2 
11.3       700  20.3 
12.0       647  51.9 

9.5  813  44.9 
14.0       469  25.2 

'The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables. 
tLatest  12  months. 
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Earnings  Per  Share 

Sales 

Rarainjys  Per  Share 

Sales 

1  Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

|  R  J  Reynolds  Inds 
i  General  Tel  &  Elec 
Norton  Simon 
F  W  Woolworth 
Collins  &  Aikman 

9.1%    647  24.1% 
9.1       648  8.4 
9.1       649  22.2 
9.1       649  44.4 
9.0       651  -0.6 

15.0%    402  30.6% 
11.6       669  24.5 

10.3  766  42.6 

11.4  687  17.8 
10.6       742  11.8 

Houston  Industries 
Peoples  Drug  Stores 
Northern  Trust 
Allegheny  Ludlum  Inds 
St  Louis-San  Fran  Ry 

7.2%    712  16.4% 
7.2       712  34.2 
7.1       714  7.8 
7.1       715  348.4 
7.0       716  14.1 

24.7%      78  57.9% 
9.2       829  17.0 
11.3      694  54.2 
10.6       740  40.9 
8.0      888  19.5 

Xerox 
Esmark 

Household  Finance 
Crown  Zellerbach 
Rose's  Stores 

9.0       652  29.5 
9.0       653  7.6 
9.0       653  30.1 
9.0       655  35.1 
9.0       656  9.2 

15.5       376  28.8 
9.1       833  20.7 
12.4      604  26.8 
12.9      564  17.1 
10.4       754  5.5 

Trans  Union 
Ingersoll-Rand 
Florida  Power  &  Lt 
Amerada  Hess 
Hobart 

7.0       717  1.9 
7.0       718  20.9 
6.9       719  13.4 
6.9       720  151.5 
6.8       721  16.4 

19.5  185  9.2 

16.6  311  16.9 
18.5      220  28.3 
18.8      209  33.1 
11.8      657  26.6 

Interco 

Johns  Manville 
St  Joe  Minerals 
Talley  Industries 
i  Atlanta  Gas  Light 

8.9       657  16.8 
8.9       657  9.7 
8.9      657  38.5 
8.9       657  -44.8 
8.9       661  -0.1 

11.1       711  15.0 
13.4       523  42.6 
22.4        98  31.4 
6.0       960  1.7 
14.7       425  56.3 

Zayre 

Tiger  International 
ARA  Services 
National  Svc  Inds 
Gulf  Oil 

6.8      722  9.2 
6.8       723  28.3 
6.8       724  26.2 
6.8       724  54.0 
6.7       726  53.6 

7.5      907  16.8 
18.8      208  54.8 

12.5  593  30.7 
7.3       916  31.2 

14.6  435  23.0 

Host  International 
Merrill  Lynch  &  Co 
Cannon  Mills 
i  Pittsburgh  National 
Springs  Mills 

8.9       662  42.5 
8.9       663  29.4 
8.8      664  56.0 
8.8      665  33.3 
8.7       666  101.4 

13.8       489  31.9 
14.4       453  48.1 

7.6       906  21.1 
13.0       554  57.1 

9.0       840  18.2 

Magic  Chef 
Inland  Steel 
Warner-Lambert 
Harcourt  Brace  (ovan 
Clorox 

6.7       727  23.9 
6.7       728  30.6 
6.7       729  -12.3 
6.6       730  4.7 
6.6       731  21.7 

12.8       576  67.5 
11.4      687  30.5 
11.4       689  23.1 
16.2      337  25.5 
18.2      233  -38.3 

iTrane 

American  Brands 
1  Maytag 
j  Squibb 

[Fleetwood  Enterprises 

8.7       667  12.7 
8.7      668  81.9 
8.7       668  23.2 
8.7       668  5.6 
8.6       671  10.0 

11.5       679  25.7 
9.3      825  22.6 
9.1       838  19.4 
10.5      753  25.8 
17.5       262  28.3 

Washington  Natl  Corp 
Southwest  Forest  Inds 
B  F  Goodrich 
BancOhio  Corp 
Armstrong  Cork 

6.6       732  34.0 
6.5      733  58.6 
6.5      734  68.5 
6.3       735  16.0 
6.3       736  29.7 

20.2       160  21.3 

12.4  613  22.4 
8.9      842  27.5 

14.5  438  38.8 
10.0      784  19.8 

Univar 

McLean  Trucking 
1  Interlake 

Garfinckel  Brooks  Bros 
Eaton 

8.6       671  122.3 
8.6       673  -64.7 
8.6       674  50.9 
8.5       675  21.5 
8.5       676  36.9 

14.4       452  13.7 
16.1       343  38.9 
13.8      490  33.9 
10.3      769  19.2 
12.1       638  50.8 

New  England  G  &  E 
Harris  Bankcorp 
Wisconsin  Elec  Power 
Anheuser-Busch  Cos 
Quaker  State  Oil 

6.3       736  18.1 
6.3       738  -6.7 
6.3      739  12.8 
6.2      740  38.7 
6.2       740  39.9 

14.1       466  7.5 

12.5  599  53.6 
13.0      555  20.8 

13.6  507  42.7 
20.8       142  38.6 

American  Greetings 
American  Tel  &  Tel 
Gino's 

AmeriTrust  Corp 
Zapata 

8.4       677  19.7 
8.4       678  14.9 
8.4       678  40.6 
8.4      680  16.0 
8.4       681  81.2 

11.3       692  23.8 
11.5       673  19.4 

15.3  387  18.0 
12.5      602  39.4 

13.4  523  18.4 

Chemical  New  York 
Cities  Service 
Zale 

Duke  Power 
Libbey-Owens-Ford 

6.2       742  19.3 
6.2       742  15.0 
6.2       742  39.5 
6.2       745  15.2 
6.1       746  6.3 

16.7  305  49.9 
16.5      323  31.4 

9.5       818  20.3 
17.3      276  16.1 

10.8  730  21.6 

Peavey 

Pac  Gamble  Robinson 
Southwestern  Pub  Svc 
J  C  Penney 
First  Chicago  Corp 

8.3       682  27.0 
8.3      683  24.2 
8.3       684  -10.9 
8.2       685  -11.2 
8.2      686  8.6 

9.8       794  17.1 
10.9       722  18.6 
21.5       129  27.4 
11.3       690  16.7 
15.0       404  50.7 

Sears,  Roebuck 
Di  Giorgio 
Brock  way  Glass 
Turner  Construction 
Edward  Hines  Lumber 

6.1       747  7.3 
6.1       748  35.4 
6.1       749  -61.2 
6.1       749  44.2 
6.0       751  -30.1 

7.8       895  3.8 
12.2      625  26.5 

14.6  432  15.1 
7.0      927  70.6 

12.7  579  23.9 

Stokely-Van  Camp 
Transco  Companies 
Hammermill  Paper 
Nashua 
Amstar 

8.2       687  64.1 
8.1       688  0.7 
8.1       689  36.9 
8.1       689  67.2 
7.9       691  -20.6 

9.5       815  16.2 

13.5  517  68.3 
12.4       611  28.5 

17.6  259  37.8 
9.8       798  5.4 

Laclede  Gas 
Consumers  Power 
Cyclops 

Dillard  Dept  Stores 
Saga  Corp 

6.0       752  36.5 
5.9       753  4.5 
5.9       754  84.5 
5.9       754  6.8 
5.9       756  -80.0 

15.9       355  40.6 

16.2  336  14.4 
9.3      825  35.5 

19.3  193  32.3 
20.0       172  40.1 

Louisiana  Land  &  Exp 
Tampa  Electric 
Gulf  Resources  &  (  hem 
Avery  International 
Eastman  Kodak 

7.9       692  48.7 
7.8       693  2.2 
7.7       694  16.7 
7.7       695  51.9 
7.7       695  41.7 

22.3  103  59.6 

21.4  130  24.6 
18.8      207  33.0 
16.0      349  27.9 
11.8       661  26.4 

Olympia  Brewing 
American  Cyanamid 
Bunker  Ramo 
Florida  Power 
Carter  Hawley  Hale 

5.9       757  12.0 
5.9       758  16.1 
5.8      759  107.5 
5.8       759  -9.8 
5.8       761  12.0 

19.5  185  0.8 
11.7      666  26.8 

6.0       962  22.3 
22.3       104  23.7 

13.6  505  36.7 

Gray  Drug  Stores 
Mellon  National  Corp 
Minnesota  Gas 
Bant  al  Tri-State 
E  I  du  Pont 

7.7       697  -35.8 
7.7       698  29.1 
7  6       699  48.5 
7.5       700  14.7 
7.5       700  60.6 

10.4  763  28.9 
9.9      787  46.5 

21.6       128  37.9 
7.1       924  28.1 

12.5  595  27.7 

Seagram 
NCNB 

Republic  Steel 
Brown  Group 
Fischbach  &  Moore 

5.7       762  24.7 
5.6      763  64.6 
5.5       764  106.7 
5.5       765  40.6 
5.5       765  14.2 

6.4       947  17.8 
11.1       711  56.1 
10.7       738  32.3 

9.6       808  19.3 
10.4       755  20.4 

Southern  Union 
Sybron 
Rockwell  Intl 
NIC  OR 

Public  Service  Indiana 

7.5       700  44.1 
7.5       700  -9.6 
7.5       704  71.5 
7.4       705  20.2 
7.4       706  22.1 

31.2        46  34.7 
9.3       822  17.1 
13.8       485  10.8 
20.7       150  36.7 
16.4      328  33.2 

Arizona  Public  Service 
Diamond  Intl 
So  New  England  Tel 
New  England  Electric 
Pacific  Lighting 

5.4       767  -4.9 
5.4       767  25.7 
5.4       769  12.2 
5.3      770  25.5 
5.3      770  38.9 

19.8       177  31.3 
9.7      800  25.8 

10.4  765  22.1 

12.5  592  13.7 
13.4      528  36.8 

Exxon 

Freeport  Minerals 
New  York  Times 
Levitz  Furniture 
Wisconsin  Public  Svc 

7.3       707  46.3 
7.3       707  188.6 
7.3       709  24.1 
7.2       710  70.2 
7.2       711  18.4 

17.3  278  31.8 

14.4  450  42.4 

8.8  853  21.0 

9.9  791  22.9 
17.4       275  23.2 

McDonnell  Douglas 
Southern  Calif  Edison 
Sterling  Drug 
Revere  Copper 
National  Can 

5.3      772  43.4 
5.2      773  23.2 
5.2      774  23.7 
5.2      775  135.9 
5.2       776  126.3 

8.6      864  36.8 
15.6       375  18.6 
10.4       759  20.9 

7.3       ?17  30.4 
13.4       520  14.7 

'The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
tLatest  12  months 
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Who's  Where  In  Growth 


Corresponding  Annual  Change  in  GNP  Price  Deflator:  7.1% 


Sales 

Earnings  Per  Share 

Sales 

Company 

5-year'            79t  vs 
average  rank  1976-78 

5-year*           7$t  vs 
average  rank  1976-78 

Company 

5-year*            79t  vs 
average  rank  1976-78 

5-year*            79t  vs 
average  rank  1976-78 

NL  Industries 

Oxford  Industries 

AMAX 

A  H  Robins 

Brooklyn  Union  Gas 

5.2%    777  29.6% 
5.1       778  5.6 
5.1       779  156.8 
5.0       780  -5.9 
5.0       781  29.1 

7.1%    922  33.5% 
7.8       894  14.7 
9.5       812  83.7 
13.0       560  18.5 
16.7       305  26.4 

Purolator 

Phillips-Van  Heusen 
Chase  Manhattan  Corp 
Royal  Crown  Cos 
Equifax 

2.8%    842  55.4% 
2.7      843  126.7 
2.6       844  91.9 
2.5       845  -49.7 
2.4       846  8.0 

10.7%    734  26.0% 
2.8     1008      8.6  ! 
14.4      450    56.6  | 
14.9       414  21.5 
7.2       918  19.0 

Wisconsin  Gas 

Walter  E  Heller  Intl 

Am  Natural  Resources 

ENSERCH 

Bank  of  New  York 

5.0      782  23.4 
4.9       783  21.7 
4.9       784  -23.4 
4.8       785  13.2 
4.8       786  31.3 

16.0       351  28.5 
11.6       668  42.8 
18.5       223  44.0 
33.0        39  43.8 
12.5       599  74.9 

Brunswick 
Cleveland  Elec  Ilium 
Consolidated  Foods 
Public  Svc  Elec  &  Gas 
Frederick  &  Herrud 

2.4       847  5.8 
2.3       848  -5.5 
2.3       848  22.9 
2.2       850  5.4 
2.1       851  61.8 

10.7       735  23.1 

15.1  393  25.0 
12.3      620  62.2 
14.5      438  15.6 

23.2  88  38.3 

Browning-Ferris  Inds 
Gulf  United 
Jewel  Companies 
Carolina  Pwr  &  Lt 
Champion  Spark  Plug 

4.7       787  43.7 
4.7       788  31.7 
4.6       789  36.6 
4.6       790  8.6 
4.6       790  13.2 

10.6       742  35.2 
12.2       633  31.4 
9.6       807  12.6 
20.1       166  12.9 
10.5       746  34.8 

Kuhn's  Big  K  Stores 
Utah  Power  &  Light 
Knudsen 

Pay  Less  Drug  (Cal) 
Middle  South  Utils 

2.1       852  -58.6 
2.1       853  -2.8 
2.0       854  135.6 
2.0       855  10.9 
2.0       856  11.0 

21.2  132  12.3 

23.3  86  52.5 
13.1       543  28.2 
12.5       598  6.6 
17.7       247  22.5 

Monfort  of  Colorado 
Central  &  South  West 
NN  Corp 

National  Fuel  Gas 
CIT  Financial 

4.6       792  P-D 
4.5       793  14.0 
4.4       794  41.5 
4.4       795  22.4 
4.3       796  70.7 

10.6  740  55.4 

19.7  180  20.9 
13.3      530  35.4 

16.8  302  27.5 
6.9       932  19.6 

Allegheny  Power 
Baltimore  Gas  &  Elec 
Kansas  City  Pwr  &  Lt 
First  Wisconsin  Corp 
Intl  Tel  &  Tel 

1.9       857  0.7 
1.9       858  12.5 
1.9       859  0.3 
1.9       860  51.5 
1.9       860  -31.2 

17.2      285  22.5 
13.5       515  21.2 
14.2       461  29.5 
8.9       846  41.5 
9.3       822  24.0 

Pa  Power  &  Light 

Hercules 

No  States  Power 

Texas  Utilities 

Rochester  Gas  &  Elec 

4.3       797  13.5 
4.3       798  88.0 
4.2       799  15.0 
4.2       800  4.1 
4.2       801  -1.4 

15.3       384  17.5 
11.3       696  29.2 
14.5       438  15.6 
18.5       219  25.9 
11.2       706  8.9 

Cincinnati  G  &  E 
Northwestern  Steel 
Potomac  Elec  Power 
Pacific  Gas  &  Elec 
Goodyear 

1.8      862  11.6 
1.8      863  91.0 
1.6      864  -3.8 
1.3      865  23.6 
1.2      866  -10.7 

14.9       417  19.7 
10.2       776  65.7 
15.9       357  14.1 
18.0       243  26.3 
10.0       783  23.5 

Girard 

Wisconsin  Pwr  &  Lt 
Alexander's 
Beneficial  Corp 
Holiday  Inns 

4.1       802  72.3 
4.1       802  13.5 
4.1       804  -3.2 
4.0       805  15.4 
4.0       805  -1.6 

9.6  810  39.5 
17.1       293  25.7 
5.4       971  12.0 

6.7  935  20.6 
6.0       961  6.9 

Burlington  Inds 
Bankers  Trust  NY 
Fuqua  Industries 
Illinois  Power 
Central  111  Pub  Svc 

1.2       867  -13.2 
1.2       868  60.5 
1.1       869  132.1 
1.1       870  1.1 
1.0       871  25.1 

3.7      1001  132 

12.1       637  53.8 
20.0       169  112.5 
15.6      371  28.1 
17.6       257  23.5 

Thrifty  Corp 
Masonite 
Philadelphia  Natl 
Columbia  Gas  System 
Southern  Pacific 

4.0       805  55.4 
4.0       808  71.4 
4.0       809  38.2 
3.9       810  11.4 
3.8       811  53.8 

12.2       633  24.4 

11.2  707  19.6 
11.9       650  42.8 

15.3  385  25.9 
7.6       905  21.2 

Williams  Companies 
Graniteville 
Western  Union 
Kentucky  Utilities 
Amfac 

1.0       871  -10.9 
1.0       873  -87.9 
0.9       874  P-D 
0.9       875  29.0 
0.8       876  125.0 

16.5  323  38.8 
11.0      718  -0.4 
7.6       903  14.9 

18.6  214  23.6 
12.4       613  22.0 

Hart  Schaffner  &  Marx 
Indianapolis  Pwr  &  Lt 
Columbus  &  So  Ohio 
N  Y  State  Elec  &  Gas 
Alterman  Foods 

3.8       812  26.5 
3.8       812  31.1 
3.8       814  -8.1 
3.7       815  13.5 
3.6       816  105.2 

5.8       964  8.9 
15.4       377  41.2 
18.0       240  25.0 
13.9       477  21.7 
13.0       552  37.7 

Toledo  Edison 
Gulf  States  Utils 
Louisville  Gas  &  Elec 
Texasgulf 

Associated  Dry  Goods 

0.7       877  -0.7 
0.7       878  -1.4 
0.7       878  -9.4 
0.6      880  86.3 
0.6       881  9.2 

18.6       216  28.0 
17.6      258  39.2 
13.1       542  27.6 
10.8      730  41.8 
7.8       895  13.3 

Gas  Service 
Long  Island  Lighting 
Seaboard  Coast  Line 
American  Petrofina 
Central  Soya 

3.6       817  45.2 
3.6       818  -2.3 
3.6       819  38.9 
3.6       820  120.0 
3.5       821  29.2 

13.8  491  26.5 

14.9  415  21.3 
10.9       726  21.3 
21.0       139  31.4 
14.2       460  18.2 

General  Public  Utils 
Morton-Norwich 
Coca-Cola  Bottling  NY 
Commonwealth  Edison 
Chic  Pneumatic  Tool 

0.5       882  -18.6 
0.5      883  126.3 
0.5      884  0.0 
0.4       885  -4.2 
-0.1       886  110.8 

14.7  424  17.9 
10.2       778  23.7 

12.8  571  48.2 
13.5       510  24.1 
10.8       729  36.4 

Hiram  Walker 
CFS  Continental 
Federal  Paper  Board 
Niagara  Mohawk  Power 
United  States  Steel 

3.5       821  54.0 
3.5      823  57.3 
3.5      824  -58.9 
3.4       825  16.2 
3.4       826  33.3 

3.9       998  22.1 
20.2       160  28.4 
10.5       751  3.5 
13.1       540  19.1 
10.0       786  31.8 

Northeast  Utilities 
Gamble  Skogmo 
Fairmont  Foods 
Oklahoma  Gas  &  Elec 
Detroit  Edison 

-0.1       887  1.2 
-0.1       888  37.8 
-0.3      889  10.3 
-0.3      889  -34.5 
-0.3       891  9.0 

10.2  772  15.6 
5.1       976  17.9 
6.7       935  5.0 

19.3  196  22.6 

15.4  380  17.7 

Kansas  Power  &  Light 
Pacific  Pwr  &  Lt 
Liggett  Group 
Lane  Bryant 
Reichhold  Chemicals 

3.4       827  -1.3 
3.3       828  -0.1 
3.3      829  87.5 
3.2       830  -2.3 
3.2       830  -43.4 

18.3       228  21.6 
19.9       175  47.1 
4.6       985  13.7 
4.6       984  10.3 
19.0       201  25.2 

American  Elec  Power 
Hoover  Co 
Outboard  Marine 
Commercial  Metals 
Delmarva  Power  &  Lt 

-0.3       892  -8.5 
-0.4       893  120.9 
-0.5 .     894  -36.4 
-0.5       895  420.1 
-0.5       896  11.4 

18.5      222  29.0 

7.4  913  22.1 

9.5  816  16.1 
15.2      392  95.2 
14.8      422  22.5 

Greyhound 
Wickes 

Continental  Tel 
First  Natl  Boston 
Amerace 

3.1       832  50.3 
3.1       833  39.8 
3.0      834  18.0 
3.0       835  56.0 
3.0       836  32.3 

6.1  959  17.2 
12.8       574  32.7 

9.8       795  41.3 
14.6       435  64.1 

7.2  920  19.6 

Va  Electric  &  Power 
Tappan 
National  Steel 
G  D  Searle 

Chic  &  North  Western 

-0.5       897  -8.9 
-0.5      898  251.5 
-0.6       899  65.1 
-0.6       900  133.2 
-0.6       901  P-D 

20.5       155  20.2 
6.1       958  5.0 
12.0      647  33.7 
17.4       271  18.9 
9.1       839  22.2 

Robertshaw  Controls 
Union  Electric 
Gillette 

Allied  Chemical 
So  Carolina  E  &  G 

2.9       837  9.0 
2.9       837  -4.7 
2.9       839  31.2 
2.8       840  P-D 
2.8       841  -14.4 

9.4       819  16.4 

15.0  402  17.9 

12.1  642  19.9 
13.6       507  32.2 

17.2  287  22.7 

Saxon  Industries 
Southern  Company 
Philips  Industries 
San  Diego  Gas  &  Elec 
Marshall  Field 

-0.7       902  43.4 
-0.7       903  -19.7 
-0.7       904  39.4 
-0.7       905  -24.5 
-0.8       906  12.2 

8.9       848  22.1 
19.7       179  16.7 

4.4       992  9.2 
20.5       157  34.1 

7.6      902  32.0 

*The  average  return  may  be  for  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks  tables 
tLatest  12  months.  P-D  Profit  to  deficit 
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Who's  Where  In  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator:  7.1% 


Earnings  P**r  Sharp 

Sales 

Earnings  Per  Share 

Sales 

If.  Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

Company 

5-year*           79t  vs 
average  rank  1976-78 

5-year*           79t  vs 
average  rank  1976-78 

T  Phila  Electric 
1  No  Indiana  Pub  Svc 
1  Dayton  Power  &  Light 
I  southeast  Banking 
I  Washington  Gas  Light 

-0.8%    907  1.9% 
-0.9      908  -7.6 
-1.0       909  6.2 
-1.0       910  82.9 
-1.0       911  -44.0 

13.4%    526  9.8% 
17.3      282  41.5 

15.2  .389  22.7 

17.3  277  39.7 

13.4  526  9.6 

Allied  Products 
Vornado 
Firestone 
Fidelcor 

Kennecott  Copper 

-22.2%    972  524.2% 
-22.4       973  204.7 
-26.2       974  P-D 
-26.7       975  P-D 
-27.0       976  90.8 

4.9%    982  14.8% 
0.6      1017  -20.3 
9.2       831  19.6 
7.4       909  15.1 
8.2       879  83.6 

i  Alexander  &  Baldwin 

|  Ohio  Edison 

1  Public  Service  Colo 

1  Kane-Miller 

1  sperry  &  Hutchinson 

-1.1       912  35.8 
-1.3       913  -11.7 
-1.4       914  -19.1 
-1.6       915  -80.0 
-1.7       916  28.0 

8.2      883  3.3 
16.3       331  26.1 
18.0       242  39.8 
11.3       693  -24.7 

4.0       997  17.4 

Goldblatt  Brothers 
Warnaco 
Bell  &  Howell 
Champion  Home 
Chrysler 

-47.0       977  P-D 
-63.4       978  D-P 
P-D       979  P-D 
P-D       979  D-D 
P-D       979  P-D 

3.8      1000  5.4 

7.1  925  13.4 
5.8       964  10.4 
3.6     1002  -12  5 

8.2  882  -15.5 

IaMF 

I  Texaco 

i<  Pabst  Brewing 

H  El  Paso  Company 

fiGATX 

-1.8       917  19.1 
-2.0       918  67.0 
-2.2       919  -50.0 
-2.3       920  164.0 
-2.4       921  132.5 

7.2       919  15.6 

20.0  171  26.1 

10.1  780  4.8 
11.8      652  63.7 

9.5       817  41.1 

Commonwealth  Oil  Rfg 

Fedders 

GEICO 

General  Host 

Intl  Foodservice 

P-D       979  D-P 
P-D       979  D-D 
P-D       979  223.1 
P-D       979  D-P 
P-D       979  D-D 

15.8       362  15.0 
-4.2     1027  -30.8 

6.7  939     17  5 
4.4       989  15.7 

5.8  968  -5.7 

VI  oh  a  sco 
i  Portland  Genl  Elec 
i  Kellwood 
k  Fisher  Foods 
(  Boston  Edison 

-2.6       922  -44.9 
-2.6      923  -9.9 
-2.7      924  P-D 
-2.8       925  P-D 
-2.8       926  36.0 

8.7       858  10.2 
17.4       272  28.8 

8.3       874  14.1 
15.1       395  -7.4 
13.8       482  13.3 

M  Lowenstein 
Massey-Ferguson 
National  Kinney 
Perm  Dixie  Inds 
Pueblo  International 

P-D       979  -64.8 
P-D       979  D-D 
P-D       979  D-D 
P-D       979  D-P 
P-D       979  D-P 

2.9     1007  10.9 
16.9       299  7.1 
-3.6     1025  14.9 

3.8       999  25.4 
-3.8      1026  -20.3 

IiDynalectron 
||G  C  Murphy 

Rohm  &  Haas 
i  Central  Illinois  Lt 

Duquesne  Light 

-3.1       927  -11.8 
-3.5      928  -25.4 
-3.7       929  211.1 
-3.8      930  35.0 
-4.2       931  -9.8 

206       153  25.9 
8.3      875  13.2 
12.1       640  32.2 
19.4       190  30.3 
16.7       307  23.0 

Rath  Packing 
Rohr  Industries 
Scot  Lad  Foods 
Singer 

United  Merch  &  Mfrs 

P-D       979  D-D 
P-D       979  D-P 
P-D       979  D-P 
P-D       979  P-D 
P-D       979  D-P 

2.5      1011  -12.4 
1.7      1014  17.7 
6.5       941  3.0 
-0.1      1018  12.1 
-0.9     1020  -11.1 

Avondale  Mills 

Scovill 

Wylain 
iij  Weingarten 
',  Questor 

-4.6       932  -54.8 
-4.8       933  13.7 
-4.8       934  7.4 
-5.0       935  124.2 
-6.1       936  3.3 

8.2       883  9.2 
4.4       990  34.4 
12.9       562  20.7 
9.6       809  19.1 
6.2       956  2.7 

White  Motor 
Allied  Supermarkets 
Arden  Group 
Chicago  Rock  Island 
City  Stores 

P-D       979  115.1 
D-D       998  D-D 
D-D       998  D-P 
D-D      998  D-D 
D-D       998  D-D 

3.1  1005  0.4 
-3.1     1024  -29.0 
-5.7     1029  5.1 

2.2  1013  -3.4 
-1.4      1021  -6.0 

i|Ceco 

'Allied  Van  Lines 
'Newmont  Mining 
Keystone  Consolidated 
IASARCO 

-6.5       937  235.3 
-7.3       938  P-D 
-7.5       939  375.6 
-7.6      940  P-D 
-7.6       941  928.6 

5.3  973  39.1 
10.2       778  23.3 
14.0       469  30.4 

8.4  872  22.4 
5.1       975  42.4 

Genesco 

Great  Atl  &  Pac  Tea 
National  Tea 
Seatrain  Lines 
Ward  Foods 

D-D       998  D-P 
D-D       998  D-D 
D-D       998  D-P 
D-D       998  P-D 
D-D       998  D-P 

-4.4     1028  -12.1 
2.7     1009  -2.7 
-6.3      1030  18.9 
17.3       284  82.0 
-2.9     1023  -6.2 

1  Skyline 
U  S  Industries 
i  Jonathan  Logan 
i  Sambo's  Restaurants 
•  Inco  Ltd 

-7.8       942  4.7 
-8.3       943  52.9 
_8.4       944  -47.6 
-8.6       945  P-D 
-8.9      946  -47.8 

1.5      1015  31.0 
-2.0      1022  -3.0 

4.1       996  7.0 
31.7        45  20.6 
12.4       609  12.2 

American  Airlines 
American  Bakeries 
American  Standard 
Ampex 
Avco 

D-P  2.8 
D-P  -28.7 
D-P  57.8 
D-P  120.7 
D-P  8.6 

11.5       679  30.9 
6.7       934  9.7 
4.5       987  25.2 
1.2      1016  43.4 
5.5       970  22.0 

{ Pamida 
Zenith  Radio 
IU  International 
Ramada  Inns 

i  First  Penna  Corp 

-9.1       947  P-D 
-9.3       948  12.5 
-9.3       949  -80.0 
-9.4       950  54.8 
-9.7       951  -21.9 

16.6       315  12.1 
4.5       988  5.8 
11.8       659  23.3 
14.6       435  21.6 
11.3       695  50.5 

Bangor  Punta 
Boise  Cascade 
Borman's 
CNA  Financial 
Columbia  Pictures 

D-P  55.6 
D-P  56.1 
D-P  81.9 
D-P                1 10.9 
D-P  -1.8 

11.6      667  56.9 

8.3  876  22.8 
10.3      766  23.0 

6.4  949  16.9 
13.5       514  41.5 

i  Tesoro  Petroleum 
i  American  Motors 
jGAF 
Bethlehem  Steel 

i  Sherwin-Williams 

j  

-10.2       952  D-P 
-10.8       953  D-P 
-10.9       954  D-P 
-11.3       955  D-P 
-12.5      956  145.6 

40.2         15  105.9 
10.9      722  31.0 
6.2       955  13.9 
9.2       828  25.5 
9.8       796  14.3 

Computer  Sciences 
Eastern  Air  Lines 
Foodarama  Supermkts 
Grumman 
Hartfield-Zodys 

D-P  31.3 
D-P  -31.6 
D-P  -21.0 
D-P  -43.8 
D-P  74.2 

16.4       326  37.1 
12.1       642  30.2 

4.1  995  11.7 

9.2  832  -6.8 
5.0       978  28.1 

t!  Jos  Schlitz  Brewing 
\  Fed-Mart 
AM  International 
:  Marine  Midland  Banks 
;  Shopwell 

-12.5       957  P-D 
-12.7       958  P-D 
-12.8       959  -72.6 
-12.9      960  83.8 
-13.6       961  114.8 

8.4       870  -6.2 
19.4       188  71.4 
6.8      933  26.6 
6.3       952  54.4 
8.1       887  25.1 

Lockheed 
LTV 
Mattel 
Memorex 

Pan  Am  World  Airways 

D-P  -40.7 
D-P  D-P 
D-P  8.5 
D-P  3.3 
D-P  -19.6 

4.7      983  20.7 

6.2  957  54.2 

7.3  915  33.0 
27.1        65  52.8 

8.3       877  24.0 

'  Akzona 

I  Citizens  &  Southern  NB 
:  National  Airlines 
'  Culbro 

;  First  Natl  Supermkts 

-14.6       962  116.8 
-15.0       963  231.1 
-15.1       964  P-D 
-15.2       965  P-D 
-15.9       966  -17.8 

6.9      930  19.9 

7.8  895  27.3 
7.7      900  38.4 

7.9  892  6.3 
43.2         11  109.6 

Subaru  of  America 
Todd  Shipyards 
Trans  World 
Twentieth  Century-Fox 
United  Brands 

D-P  95.8 
D-P  339.6 
D-P  -55.3 
D-P  27.7 
D-P  118.7 

44.5         10  89.9 
12.8       572  60.1 
15.7       369  24.5 
17.1       293  29.7 
9.1       835  43.6 

Phelps  Dodge 
i  Wheeling  Pitts  Steel 
1  Munford 
i  Uniroyal 

i  General  Refractories 

-16.3      967  179.8 
-18.0       968  D-P 
-19.8       969  586.7 
-20.7       970  P-D 
-22.0       971  D-P 

3.0     1006  25.0 
8.2       881  23.0 

11.9      651  -9.9 
5.9       963  7.1 

12.1       639  32.8 

Amdahl 
DPF 

Food  Fair 

Toys  "R"  Us 

-1.6 

56.9 

*  *  ** 
**  ** 

'The  average  return  may  be  for  less  than  a  5 -year  period  as  footnoted  in  individual  Yardsticks  tables. 

tLatest  12  months.    P — D  Profit  to  deficit.    D-P  Deficit  to  profit;  not  ranked.    D-D  Deficit  to  deficit.    "Not  available;  not  ranked 
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Happiness  is  a  five-year  data  base  that  starts  in  a  bear  market.  If  you  c 
bought  these  stocks,  you'd  have  made  money  on  nine  out  often. 

Who's  Where  in  the 
Stock  Market 

w     vs  r  year  the  Forbes  Stock  Market  Report  showed    value  of  more  than  S3  billion;  and  the  biggest  U.S.  company  i 
you  would  have  lost  money  in  one  out  of  every  three  of    market  value,  $36.7  billion  AT&T,  ranks  852nd  in  markt 
the  1,004  stocks  ranked  if  you'd  bought  them  late  in  performance. 

1973  and  held  them  for  five  years.  This  year  you'd  have  made       The  losers?  Steel  companies,  utilities,  rubber  companie 
money  on  nine  out  of  ten  of  the  1,031  stocks  ranked  below,    four   big  breweries — Anheuser-Busch,    Pabst,    Schlitz  an 
That's  what  happens  when  you  start  in  the  bear  market  of  Coors — plus  some  nonrenascent  former  glamour  stocks  lib 

1974  instead  of  the  bull  market  of  1973.  What  does  it  all  prove?    Kerr-McGee,  LTV  and  Eastman  Kodak  (which  lost  more  tha 
That  it's  better  to  buy  at  the  bottom  of  the  market  than  at  the    $2  billion  in  market  value  over  the  five-year  period). 

top.  If  that's  not  very  useful  advice,  there  is  this  consolation:  Overall — again,  if  you  had  bought  all  1,035  and  held  them  a] 
The  figures  do  tend  to  prove  that  stocks  aren't  always  a  poor  winners  and  losers — the  average  increase  would  have  bee 
investment.  Taken  from  the  low  point  of  late  1974,  seven  out  175%.  Compare  this  "index"  of  big  public  companies  to  tb 
of  ten  of  these  stocks  equaled  or  exceeded  the  45%  increase  in  Dow  Jones  industrial  average.  From  the  last  trading  day  of  197 
the  cost  of  living  over  the  five-year  period.  Nearly  half  doubled,  through  the  day  before  Thanksgiving,  1979 — the  measurin 
one  out  of  four  tripled  and  about  16% — or  169  companies —  period  of  the  Forbes  Stock  Market  Report — the  DJI's  30  blut 
quadrupled  or  did  even  better.  Sometimes  much  better.             chips  increased  in  value  by  only  31%.  Further  evidence  th« 

The  big  winners  included  familiar  names  from  the  old  glam-  the  DJI  is  no  longer  "the  market,"  if  it  ever  was:  The  Wilshii 
our  days,  like  Litton  Industries,  Columbia  Pictures  and  Tele-  5,000,  which  is  neither  an  average  nor  an  index  but  the  tote 
dyne.  There  are  some  new  faces,  too,  like  Savin,  Wang  Labora-  market  value  of  5,000  stocks,  increased  from  $567.7  billion  t 
tories,  Bally  Industries  and  Subaru  of  America.                         $1.02  trillion  over  the  same  period — or  79%,  more  than  twic 

Note:  The  biggest  winners  were  not  the  biggest  companies:  as  much  as  the  Dow.  The  stock  market,  in  short,  has  not  bee 
Among  the  250  best  performers  there's  not  one  with  a  market    as  dead  as  some  people  would  have  you  believe.  ■ 
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Who's  Where  in  the  Stock  Market 


Five-Tear  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5 -year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

1  79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

1 

7 

UOt  1  IOTIUVL3 

2  542.9% 

OH  /4 —  /8 

Zo  /8 

0  7 

00.  Uj 

Q 
O 

*U.Z4 

1  no/ 

1.U70 

2 

1 

Service  Merchandise 

2,125.7 

23  V2-  % 

12% 

12.7 

157 

1.77 

7 

0.14 

1.1 

3 

* 

Wang  Laboratories 

2,022.6 

30'/s-  1% 

28  14 

25.2 

708 

1.27 

22 

0.06 

0.2 

4 

24 

11 U  111  d  11  a 

3A7/„  17/- 
OO/8-  1/8 

34 

1  1  Q 

lo.o 

4/1 

Z.D3 

13 

0.75 

2.2 

C 

3 

rdiiu  nuusc  ruuus 

1  791  3 

A7A       1 1A 
0/8—  1/2 

CIA 

3/2 

3.0 

zl 

I.Ira 

c 
0 

none 

0.0 

6 

8 

Tpi  pnvnp 
x  cicuyiic 

1  C71  7 

1,3/  *•/ 

1^41  A  71A 

1  1 1  3A 
131  78 

13.o 

1  fiftfi 
l,OUo 

1/ Ad 

c 

none 

U.U 

7 

♦ 

Savin 

1,457.1 

25    -  7e 

13% 

6.4 

87 

5.25 

3 

0.70 

5.1 

8 

* 

Bally  Manufacturing 

1,431.1 

48%-  214 

33  Vi 

25.2 

843 

1.46 

23 

0.10 

0.3 

9 

103 

\1  arai  hnn  \l  to 
iTl.dIal.IlUU  iv&lg 

1  417  0 

1,11/ .y 

4/1  l/o      0  7A 
/8 —   Z  /8 

4HA 

7  1 

3UU 

4.  /u 

Q 

y 

U.oU 

i.y 

3 

I'lt  IllUIcA 

1  91/;  7 
1  ..jo. 

£JT\\L        1  l/„ 
OU  74—  l*/2 

7  n 

13" 

Q  3< 
3.  ZD 

A 

4 

none 

U.U 

11 

64 

LlllvJll  1UUU9L1IC9 

1  192.8 

JO/2  —  3 

33  /8 

1  ^07 

1,3U/ 

4  77 
4.  /  / 

0 
0 

1  nn 
l.UU 

3  Q 
Z.O 

12 

17 

Metromedia 

1,151.2 

73    -  5% 

67% 

4.6 

306 

8.23 

8 

3.20 

4.8 

13 

* 

Subaru  of  America 

1,150.0 

10%-  % 

9% 

6.0 

56 

1.54 

6 

0.20 

2.1 

14 

11 

1  099  7 

1  C  1/.         1  l/„ 
13/4 —  1/8 

1  2  lA 
13  /8 

4  3 
4.Z 

3D 

1  A4 
1.04 

Q 

C5 

U.3U 

1  Q 
3.0 

in 
1U 

1  094  7 

3  1           1 3 A 
31      —   Z  /8 

3  C  3A 
Zo  78 

y.o 

373 

Z/Z 

3  7A 

3.  /  0 

Q 
O 

U.3U 

1  Q 

l.O 

16 

194 

V—  \j  E 1 K  U 1 C  Ulll 

1  062.5 

33/4 —  3 

3S-  /8 

1 1  c 

1  i.o 

411 

4  30 

4.zy 

Q 
O 

1  fin 

l.UU 

3  Q 

z.y 

17 

63 

Amer  Medical  Intl 

1,061.4 

2914-  21/2 

28»/2 

9.2 

261 

2.58 

11 

0.80 

2.8 

18 

* 

Storage  Technology 

1,055.6 

2374-  l'A 

15 

24.5 

367 

1.53 

10 

none 

0.0 

19 

22 

Whtttalf  r>r 

~w  111  UaACI 

1  018.2 

1  a  1/,     1 v. 

lo  /4 —    1  /8 

IJ  /8 

13.3 

9  Q7 
z.y  f 

U.3U 

3.3 

zu 

3V 

Avco 

1  010.5 

35    —  2% 

ZO  /8 

10.7 

445 

7 

ri 

3 

1  on 

l.ZU 

4  ^ 

21 

13 

JTlUlSC  C911UC 

ORfi  1 

ini/o  11/. 

ZU  /»  —  1/4 

13  /4 

c  3 

3.Z 

71 

/ 1 

O.Ul 

3 

n  71 

u.  /  z 

3.Z 

22 

6 

Modern  Merchandising 

980.0 

19*/4-  lVi 

13'/2 

8.1 

109 

1.80 

8 

0.20 

1.5 

23 

78 

Reliance  Group 

963.2 

55*/4-  4V* 

50'/2 

7.8 

396 

9.30 

5 

2.00 

4.0 

24 

20 

rdiivltliu  111UU9I1IC3 

942.9 

OO  /4 —  0/2 

36!/2 

£ZD 

c  74 

3.  /  H 

O 

1  on 

3.3 

z3 

Ziy 

926.1 

2C5A       3  7A 
OD/S —    Z  /8 

291/2 

25  5 

753 

a.  jo 

Q 

O 

1  3A 

1 .00 

4  A 

26 

36 

Bangor  runta 

01 /»  7 

2 1 3A       3  3 A 
31/8 —    Z  /8 

ZZ  /8 

*+.o 

1  A/. 
1UO 

C  OC 

J.7J 

A 

n  en 

U.oU 

3.3 

27 

31 

Computer  Sciences 

884.6 

17%-  1% 

16 

13.0 

209 

1.26 

13 

none 

0.0 

28 

* 

Gates  Learjet 

880.7 

27-3 

27% 

5.2 

144 

2.46 

11 

0.40 

1.4 

29 

373 

■  nariflf  Pahimnv 

v_-u  drier  v^uiupdii  y 

879.5 

50   —  2% 

35% 

19  4 

693 

9  83 

4 

n  An 

U.OU 

1  7 

3U 

VSI 

843.8 

37%—  414 

37  Vi 

6  1 

230 

3  74 

in 

n  An 

U.OU 

1  6 

31 

45 

T  pvi  Q  trance 
Levi  jUdUSs 

825.6 

69   _  6 1/2 

60*/4 

20.7 

1  260 

8.42 

7 

2.20 

3.6 

32 

34 

Beech  Aircraft 

798.6 

42    -  4% 

41% 

11.9 

498 

3.41 

12 

1.00 

2.4 

33 

27 

E-Systems 

795.4 

33 3*4 

31 

5.8 

181 

2.56 

12 

1.00 

3.2 

34 

Nucor 

792  4 

JJ  /4 —  0/4 

32'/4 

6.7 

217 

5  58 

6 

0  36 

1  1 

3C 

J!) 

United  Energy  Resources 

790.7 

OU  /2  —  O/8 

60'/s 

12  9 

774 

8  34 

7 

2  48 

4  1 

36 

14 

jLUA  industries 

781.6 

27'/4—  2l/2 

21  Vi 

6.3 

137 

3  52 

6 

1  08 

5.0 

37 

360 

Parsons 

778.3 

305/s-  3'/4 

28% 

8.0 

228 

2.87 

10 

1.00 

3.5 

38 

46 

Hartfield  Zodys 

766.3 

13   -  7s 

7% 

3.7 

29 

1.98 

4 

0.40 

5.1 

39 

5 

Boeing 

747.6 

52%—  5 

441/2 

64  1 

2  853 

7  31 

6 

2  40 

5.4 

A  A 
4U 

Shearson  Hayden  Stone 

745  7 

lo  /2  —  1/8 

IO/8 

4  7 

4 

0  48 

3  1 

41 

273 

Intel 

743.8 

69   —  7*4 

671/2 

20.4 

1  380 

3.20 

21 

0.0 

42 

39 

Harris  Corp 

740.3 

36'/2-  3% 

3  l'A 

26.2 

819 

2.53 

12 

0.72 

2.3 

43 

931 

Tosco 

733.3 

26-2 

18% 

20.6 

386 

2.98 

6 

none 

0.0 

44 

40 

in  v  r 

711.2 

1 1 1/2  _  1 1£ 

10y8 

31.9 

331 

1.87 

6 

0.0 

45 

163 

General  Instrument 

7n7  A 

/  u/  .u 

4714—  4% 

39 

8.7 

341 

4.  Q3 

g 

0.80 

2.1 

46 

97 

ConAgra 

693.3 

19'/2—  214 

17 

5.8 

99 

3.34 

5 

1.16 

6.8 

47 

237 

Evans  Products 

690.9 

257/s-  2% 

21% 

12.3 

268 

4.44 

5 

1.70 

7.8 

48 

• 

G  Heileman  Brewing 

685.3 

29%-  27/s 

24 

8.7 

208 

2.90 

8 

0.73 

3.0 

49 

28 

Twentieth  Century-Fox 

669  1 

HO  /4  —  O/8 

40% 

7.8 

315 

6  46 

6 

2.40 

5.9 

44fl 

Reserve  Oil  &  Gas 

661.8 

32% 

13.2 

428 

2.23 

15 

0.30 

0.9 

51 

341 

rransco  Companies 

□  07/„  C5A 
O7/8 —    O  /8 

387» 

23  1 

900 

2.57 

15 

1.24 

3.2 

52 

Natl  Convenience  Strs 

656.0 

14%-  l'/2 

14'/4 

4.0 

57 

1.67 

9 

0.50 

3.5 

53 

171 

Bunker  Rarao 

642.3 

297s-  3'/4 

24 14 

5.7 

137 

3.79 

6 

0.84 

3.5 

54 

RLC  Corp 

640.8 

13%-  1% 

97s 

11.8 

116 

2.28 

4 

0.48 

4.9 

55 

21 

Lockheed 

637.9 

37%-  3% 

26  Vi 

11.7 

314 

2.18 

12 

none 

0.0 

56 

153 

Bluebird 

633.3 

14   -  1% 

13% 

4.8 

66 

2.01 

7 

0.28 

2.0 

57 

114 

Hospital  Corp  of  Am 

629.2 

40 '/4-  514 

39% 

17.2 

677 

2.91 

14 

0.50 

1.3 

58 

57 

Ampex 

620.0 

197s-  2% 

18 

11.0 

199 

1.92 

9 

0.20 

1.1 

59 

661 

United  Refining 

614.8 

32%-  4 

28 

2.4 

67 

6.54 

4 

0.80 

2.9 

60 

631 

Foster  Wheeler 

604.5 

26%-  3% 

25% 

16.8 

425 

2.84 

9 

0.68 

2.7 

"Not  ranked  last  year 
def  deficit. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975  79 

shares 

market 

12  month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

61 

275 

Rplianrp  FlpptHr 

588.9% 

70%- 10% 

69  Va 

15.8 

$1,104 

$  4.94 

14 

$1.60 

2.3% 

62 

Waste  Management 

581.8 

39%-  4 

3,7  Vi 

11.7 

440 

2.94 

13 

0.70 

1.9 

63 

4 

MGM 

581.5 

25%-  2'/2 

177/8 

32.1 

574 

1.90 

9 

0.60 

3.4 

64 

18 

Pneumo  Corp 

577.1 

34 %-  4'/4 

29% 

2.9 

85 

2.77 

11 

1.00 

3.4 

65 

42 

Warner  Communications 

572.3 

455/h-  6'A 

44 '/s 

18.4 

813 

5.17 

9 

1.00 

2.3 

66 

246 

I\C JUU1K  lliall  Lilt 

571.4 

25    -  2% 

17% 

9.4 

166 

1  80 

in 

1U 

n  An 

67 

68 

Johnson  Controls 

556.3 

34 4 

26  % 

13.0 

340 

3.58 

7 

1.20 

4.6 

oo 

Parker  Pen 

552.3 

17%-  2% 

15% 

16.8 

258 

2.01 

8 

0.36 

2.3 

69 

Interpublic  Group 

551.1 

40    -  4'/4 

30  Va 

4.4 

135 

4.82 

6 

1.60 

5.2 

70 

74 

Wal  Mart  Stores 

550.0 

34 Vi-  4)4 

307A 

15.1 

466 

2.34 

13 

0.30 

1.0 

71 

/ 1 

ill 

Ol 

VJCIICldl  L/yil<UJlIk3 

547.7 

49%_  7% 

497a 

26.7 

1  333 

6.51 

g 

1.20 

2.4 

73 

Q  7 

O/ 

Beckman  Instruments 

546.7 

29%-  4'/2 

28  Vi 

19.5 

555 

1.74 

16 

0.32 

1.1 

77 

/  3 

A7 
0/ 

Caldor 

542.3 

20   -  2% 

19'/4 

8.3 

159 

2.21 

9 

0.50 

2.6 

74 

55 

American  Standard 

538.8 

58'/4-  8% 

53  Vi 

13.7 

735 

8.83 

6 

3.60 

6.7 

75 

345 

Centex 

535.1 

31!/4-  5 

29% 

11.6 

340 

2.71 

11 

0.25 

0.9 

7/i 

77 

3/ 

Entex 

531.3 

187a-  IVi 

IO  (B —      4*  1  i 

15'/8 

21.0 

318 

1.99 

g 

0.80' 

5.3 

/  / 

Z40 

Crown  Central  Petroleum 

531.2 

47'/s-  5)4 

40 

4.0 

162 

15.78 

3 

0.80 

2.0 

7ft 

/o 

77*; 

Petrolane 

522.9 

27'/2-  4% 

27% 

24.9 

680 

2.40 

11 

0.64 

2.3 

79 

220 

National  Airlines 

521.3 

50    -  7M. 

47% 

8.6 

406 

-0.29 

def 

0.50 

1.1 

80 

44 

Del  E  Webb 

511.8 

38    -  2 '/a 

13 

9.5 

124 

1.07 

12 

0.20 

1.5 

fii 
ol 

ion 
1  "u 

TV*  It  frnni  y 

505.1 

61  Vi-  9 

59 

18.1 

1  070 

4.51 

13 

0.84 

1.4 

r>  1 

C7 

Gelco 

495.5 

37  Va-  5'/4 

32 '/4 

6.7 

221 

3.40 

10 

1.00 

3.1 

ft7 

1,17 
14/ 

Belco  Petroleum 

489.8 

47  Va-  716 

43!/4 

11.4 

495 

5.74 

8 

1.00 

2.3 

84 

89 

General  Cinema 

483.0 

25 '/a-  3% 

21'/2 

11.0 

236 

2.50 

9 

0.68 

3.2 

85 

Toro 

477.4 

29%-  3% 

22% 

5.5 

124 

3.35 

7 

0.88 

3.9 

3U 

SnrviT  V  ;tln  Stnrpc 

'U|Jl  1     v  u  1  11  CIVICS 

476.2 

97%-  \yA 

21 'A 

18.1 

385 

2.32 

9 

0.66 

3.1 

ft7 

OU 

Lear  Siegler 

471.4 

24    -  3'/2 

20 

14.7 

295 

4.59 

4 

1.04 

5.2 

ftft 

111 
111 

Vornado 

466.7 

29 %-  3'/4 

21% 

5.3 

113 

0.77 

28 

0.60 

2.8 

89 

200 

Norin 

464.8 

12 Va-  l7/8 

10'/2 

2.4 

25 

3.00 

4 

0.60 

5.7 

90 

825 

Ryder  System 

462.5 

29'/2-  3'/2 

2178 

16.1 

352 

3.69 

6 

1.00 

4.6 

4" 

Ha  vtnn-ff  uflsnn 

458.6 

447a-  51/2 

40 1/2 

23.7 

960 

7.01 

5 

1.80 

4.4 

U  S  Home 

457.9 

16%-  23/s 

13% 

10.9 

144 

3.70 

4 

0.52 

3.9 

y3 

7ftA 

Coastal  States  Gas 

453.2 

32 'A-  5'/4 

32'/2 

19.0 

618 

5.09 

6 

0.40 

1.2 

94 

296 

Sundstrand 

451.0 

36 '/4-  6'/8 

33!/4 

16.0 

542 

3.73 

9 

1.20 

3.6 

95 

136 

Pay  Less  Drug  NW 

449.9 

26   -  4'/8 

227s 

4.4 

101 

2.37 

10 

0.60 

2.6 

OA 
/o 

170 

Cabot 

446.0 

50   -  7% 

43 

10.3 

444 

6.83 

6 

1.60 

3.7 

07 

Republic  Finl  Svcs 

443.2 

25%-  4'/4 

22  Vi 

7.0 

160 

3.35 

7 

1.00 

4.4 

Oft 

VO 

70 

/U 

Allis-Chalmers 

442.3 

38%-  6% 

35'/4 

12.1 

427 

6.27 

•#  .• 

1.80 

5.1 

99 

193 

Cincinnati  Milacron 

440.1 

25'/2-  4'/8 

23 '/e 

14.9 

345 

3.36 

7 

0.80 

3.5 

100 

41 

Iowa  Beef  Processors 

438.7 

267/8-  4'/s 

22 

9.5 

208 

3.92 

6 

0.52 

2.4 

1U1 

o3 

(  1 1 1 1 1 1 m  Pnmnnnipc 

v_. LJ 1 1  LI  111  VvUUipalllCS 

437.0 

24    -  3% 

18 

2.8 

50 

3.52 

5 

1.00 

5.6 

1A3 

1ft  1 
lol 

Cooper  Industries 

435.4 

64%- 117s 

63% 

14.8 

936 

6.81 

9 

1.84 

2.9 

!Uj 

740 

/  4  V 

Dynalectron 

433.3 

15%-  l7/8 

10 

6.9 

69 

0.15 

67 

none 

0.0 

103 

51 

Wyman-Gordon 

433.3 

40'/2-  4'/4 

24 

9.0 

216 

2.32 

10 

1.00 

4.2 

105 

204 

Hanover  Insurance 

432.6 

35)4-  4'/4 

30% 

3.4 

103 

8.38 

4 

0.52 

1.7 

1AA 

341 

TVtiimriv  Oil 

426.2 

y\J  /2  —  U  /2 

351/2 

12.4 

1  062 

6.68 

13 

1.00 

1.2 

107 

1  01 

1V1 

Signal  Companies 

422.2 

387/s-  67s 

36  '/a 

38.3 

1385 

5.23 

7 

1.00 

2.8 

iuo 

cnn 
DUV 

Rite  Aid 

420.0 

26 '/s-  4'/s 

22  Va 

10.5 

239 

2.84 

8 

0.65 

2.9 

109 

43 

Ruddick 

418.2 

10'/8-  1% 

7*4 

2.3 

17 

1.67 

4 

0.42 

5.9 

110 

189 

Avnet 

411.8 

26%-  4% 

21  Va 

15.0 

327 

3.87 

6 

0.80 

3.7 

in 

CO 

bo 

S *n  i  triK  1 1  rip  Cnm 

*  1 1 1  1  1 1 1 1\  1  1 1 1 L  \„U[U 

405.7 

5  HI/.  in7/a 

58 

60  7 

3  521 

3.62 

16 

1.44 

2.5 

1  11 

300 

Jajv 

Flintkote 

402.1 

53'/2-10'/2 

52 

7.1 

368 

7.68 

7 

1.55 

3.0 

117 
1 1  > 

3v1  A 

Z44 

Supermarkets  General 

395.8 

19  Va-  3 

147s 

8.1 

120 

2.93 

s, 

0.48 

3.2 

114 

344 

Macmillan 

392.9 

21%-  3% 

17'/4 

12.5 

216 

1.84 

9 

0.72 

4.2 

115 

33 

Washington  Post 

390.4 

26)4-  4'/8 

21 

15.5 

325 

3^01 

7 

0.36 

1.7 

116 

38 

Tyler 

386.5 

19l/4—  3% 

1  A7/a 
10/8 

0  0 

y.y 

168 

2  30 

7 

0.45 

2.7 

ll7 

Baldwin-United 

385.7 

40'/2-  6'/8 

29  Va 

8.4 

249 

4.87 

6 

1.20 

4.0 

118 

PennCorp  Financial 

383.3 

11V2-  7/8 

7Va 

18.2 

132 

1.63 

4 

0.16 

2.2 

119 

607 

CNA  Financial 

382.6 

16   -  2)4 

137s 

30.4 

421 

4.31 

3 

none 

0.0 

120 

137 

Wallace-Murray 

380.0 

27%-  5 

23  Vi 

5.9 

139 

5.76 

4 

1.60 

6.8 

121 

132 

Sun  Chemical 

375.0 

28  '/a-  4'/4 

23  Va 

4.4 

103 

5.24 

5 

0.60 

2.5 

122 

Parker  Drilling 

374.8 

37   -  5 

36 

12.9 

463 

2.79 

13 

0.24 

0.7 

123 

754 

Howard  Johnson 

369.4 

23 'A-  4'/2 

21'/s 

22.1 

467 

1.54 

14 

0.44 

2.1 

124 

94 

Raytheon 

369.3 

61%-12% 

59  Va 

31.3 

1,854 

5.98 

10 

1.60 

2.7 

125 

180 

Allen  Group 

362.1 

17'/4-  3'/4 

15% 

4.1 

62 

2.70 

6 

1.00 

6.6 

'Not  ranked  last  year, 
def  deficit 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975  79 

shares 

market 

12  month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

126 

29 

Dean  Foods 

361.4% 

2844-  3% 

16'/4 

3.0 

$  50 

$  3.20 

5 

$0.80 

4.8% 

127 

693 

Control  Data 

360.0 

51  -10% 

487b 

16.8 

820 

6.68 

7 

0.40 

0.8 

i  128 

105 

Sigmor 

359.9 

19'/2-  4'/4 

18  Va 

13.4 

245 

2.66 

7 

0.50 

2.7 

i  129 

Brown  Format!  Dist 

357.5 

40'/4-  7% 

34Vi 

12.6 

434 

3.34 

10 

1.24 

3.6 

|  130 

19 

Northrop 

355.5 

49%-  7% 

36Va 

14.2 

516 

6.69 

5 

1.80 

5.0 

t  j3j 

American  Family 

353.7 

15'/2-  2'/4 

9% 

11.6 

113 

2.41 

4 

0.60 

6.2 

132 

66 

Niagara  Frontier  Services 

353.7 

32%-  5'/4 

23  Va 

2.1 

49 

4.13 

6 

0.94 

4.0 

!  133 

119 

American  Bakeries 

350.1 

l9Vi-  3% 

15 

2.0 

30 

1.87 

8 

1.20 

8.0 

|  134 

425 

Fuqua  Industries 

350.0 

15'/4-  3'/4 

14% 

12.7 

186 

4.24 

3 

0.50 

3.4 

134 

597 

Koehring 

350.0 

27%-  4% 

20  Va 

3.0 

60 

4.23 

5 

1.10 

5.4 

i  134 

93 

Mattel 

350.0 

13 '/8-  l'/2 

77b 

15.9 

125 

1.23 

6 

0.30 

3.8 

'  137 

115 

Dover  Corp 

348.1 

30%-  6% 

29% 

17.8 

519 

3.06 

10 

0.86 

3.0 

X  138 

26 

MCA 

344.0 

55'/2-10'/2 

47V4 

23.4 

1,109 

5.47 

9 

1.50 

3.2 

!  139 

532 

Tappan 

343.8 

177s-  4 

1774 

3.1 

55 

2.32 

8 

0.40 

2.3 

L  140 

752 

ERC 

341.3 

78V2-13'/2 

69  Vi 

5.5 

379 

8.74 

8 

1.40 

2.0 

141 

7j 

Midland-Ross 

340.0 

27V4-  5% 

23% 

11.6 

271 

3.44 

7 

1.30 

5.6 

142 

69 

Alco  Standard 

337.3 

37'/4-  7Vz 

32  Va 

9.5 

307 

5.05 

6 

1.47 

4.6 

143 

796 

Cook  United 

337.1 

10'/8-  1% 

5% 

5.9 

33 

0.76 

7 

0.15 

2.7 

Ij  144 

338 

Hyster 

334.3 

45  Va-  9'/b 

39% 

6.0 

239 

10.86 

4 

3.20 

8.1 

|i  145 

821 

Fluor 

333.3 

52%-10 

52 

23.1 

1,199 

3.86 

13 

1.00 

1.9 

1UO 

Kay 

333.3 

16%-  2 

13 

2.8 

36 

2.10 

6 

0.60 

4.6 

1  147 

109 

Thiokol 

330.0 

46    -  9% 

43 

5.7 

245 

6.40 

7 

1.55 

3.6 

4  148 

101 

Blue  Bell 

328.6 

31%-  6'/4 

26  Va 

12.5 

329 

5.36 

5 

1.60 

6.1 

149 

75 

Edison  Bros  Stores 

325.2 

35   -  5% 

24% 

11.4 

282 

4.20 

6 

1.32 

5.4 

1  150 

243 

Circle  K 

323.2 

ll'/2-  2l/2 

11% 

9.7 

111 

1.45 

8 

0.60 

5.3 

i  151 

158 

Amer  Broadcasting 

323.1 

47%-  8Va 

37% 

27.6 

1,032 

5.71 

7 

1.60 

4.3 

152 

717 

Kemper  Corp 

321.9 

37'/2-  7% 

33Va 

9.2 

309 

8.61 

4 

1.87 

5.5 

153 

497 

Business  Men's  Assur 

321.1 

32'A-  7% 

30 

6.0 

179 

4.69 

6 

1.20 

4.0 

i  154 

72 

McGraw  Hill 

318.8 

34-6 

25  V* 

24.6 

618 

2.99 

8 

1.28 

5.1 

155 

403 

NN  Corp 

317.9 

38!/4-  4% 

29  Va 

6.1 

178 

4.02 

7 

2.00 

6.8 

156 

113 

Blount 

315.2 

26    -  4% 

17  Va 

2.7 

47 

3.67 

5 

0.64 

3.7 

,  J57 

on? 

Warner  &  Swasey 

314.8 

58  -13% 

56 

3.5 

195 

7.13 

8 

1.80 

3.2 

158 

364 

Dan  River 

314.7 

20   -  4'A 

17% 

5.6 

99 

3.70 

5 

1.12 

6.4 

159 

261 

NCR 

314.2 

81'/2-14'/2 

62  Va 

26.7 

1,656 

8.44 

7 

1.60 

2.6 

k  160 

142 

Capital  Cities  Commun 

311.1 

497/b-11 

46Va 

13.4 

619 

4.35 

11 

0.20 

0.4 

1A1 

1/4  4) 

Melville 

309.8 

337b-  6% 

im 

25.0 

653 

3.73 

7 

1.40 

5.4 

1A9 
i  > '  — 

09 

Cone  Mills 

308.1 

337/b-  7% 

31% 

5.8 

184 

7.12 

4 

1.80 

5.7 

163 

121 

Bergen  Brunswig 

305.9 

177/b-  2'/. 

8% 

3.0 

26 

1.57 

5 

0.24 

2.8 

164 

299 

Pioneer  Corp 

305.2 

33 '/b-  77/s 

32'/2 

18.4 

598 

2.91 

11 

1.16 

3.6 

165 

173 

Ametek 

304.9 

4278-10% 

41  Vi 

5.3 

221 

4.18 

10 

2.00 

4.8 

1 

->4U 

Amer  Genl  Insurance 

302.8 

387b-  9 

36Va 

26.9 

975 

6.45 

6 

1.00 

2.8 

10/ 

IV" 

Federal  Co 

302.7 

46%-  9'/4 

37  Va 

4.1 

151 

6.98 

5 

2.40 

6.4 

168 

120 

McDonough 

300.0 

32'/4-  6 

24  Vi 

4.0 

97 

5.35 

5 

1.32 

5.4 

169 

62 

Amsted  Industries 

300.0 

45    -  8% 

3SVa 

10.8 

380 

5.88 

6 

2.20 

6.2 

170 

224 

Northwest  Energy 

298.2 

27V2-  67b 

267b 

10.4 

280 

4.27 

6 

1.30 

4.8 

1/1 

Varian  Associates 

296.2 

27%-  6'/2 

26  Va 

7.4 

195 

1.15 

23 

0.40 

1.5 

172 

162 

Dennison  Mfg 

294.6 

21  Va-  47b 

I8V2 

8.9 

165 

2.76 

7 

1.00 

5.4 

173 

81 

American  Stores 

291.5 

34 Vi-  67s 

26  Va 

10.0 

267 

3.92 

7 

0.80 

3.0 

174 

283 

Texas  Oil  &  Gas 

291.1 

30   -  5'/4 

29Vi 

43.2 

1,274 

2.25 

13 

0.24 

0.8 

175 

* 

Fisher  Scientific 

289.2 

23    -  4Va 

18 

3.8 

69 

2.95 

6 

0.52 

2.9 

176 

51 

Consolidated  Papers 

287.8 

64'/4-14% 

55% 

5.3 

297 

10.12 

6 

3.60 

6.5 

177 

1/  / 

/  OZ 

Clark  Oil  &  Refining 

286.2 

32%-  7% 

28 

7.2 

200 

5.42 

5 

0.80 

2.9 

178 

124 

Dexter 

285.4 

25%-  SVa 

207b 

9.2 

191 

2.67 

8 

1.00 

4.8 

.  179 

154 

AM  International 

285.2 

327s-  3% 

13 

8.4 

110 

0.15 

— 

0.28 

2.2 

180 

168 

Alleghany  Corp 

284.9 

34%-  6% 

25  Vi 

9.1 

233 

4.41 

6 

1.11 

4.4 

181 

337 

Alterman  Foods 

284.6 

25%-  6V1 

25 

1.4 

34 

3.29 

8 

0.50 

2.0 

182 

214 

Loews 

284.2 

69%-14'/2 

57% 

11.2 

646 

14.50 

4 

1.20 

2.1 

183 

12 

Moore  McCormack  Res 

284.0 

39  Va-  9'/a 

36 

5.7 

205 

7.00 

5 

1.12 

3.1 

184 

422 

City  Investing 

283.8 

22   -  4'/4 

17% 

22.5 

400 

4.96 

4 

1.20 

6.8 

185 

Zurn  Industries 

282.9 

19Vi-  4'/2 

16% 

5.4 

91 

271 

6 

0.80 

4.8 

186 

Rainier  Bancorp 

282.1 

30'/4-  67b 

26% 

8.8 

234 

4.15 

6 

1.08 

4.0 

187 

73 

Meredith 

282.1 

40'/4-  8% 

32 

3.1 

100 

5.57 

6 

1.20 

3.8 

188 

290 

Carpenter  Technology 

281.1 

35%-  77b 

30'/4 

8.6 

259 

4.89 

6 

1.90 

6.3 

189 

146 

Norris  Industries 

281.0 

31  Va-  5% 

20 

9.8 

195 

3.78 

5 

1.40 

7.0 

190 

406 

Digital  Equipment 

280.5 

66%-15'/b 

64% 

40.6 

2,614 

4.37 

15 

none 

0.0 

•Not  ranked  last  year 
def  Deficit. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  ill  Consumer  Price  Index:  45. 0% 


total 

latest 

1 

5-year 

1975  79 

shares 

market 

12-month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

191 

212 

R  H  Macy 

277.6% 

47%- 

12% 

46% 

10.4 

$  482 

$  8.17 

6 

$1.85 

4.0% 

192 

83 

Cessna  Aircraft 

774  1 

Z  /  4  ..j 

23%- 

5% 

ZU  /8 

itt.O 

T  A  7 
Z.4/ 

o 
o 

n  on 
U.oU 

193 

159 

Sav-On-Drugs 

273.9 

15  - 

3 

10*4 

7.4 

80 

1.51 

7 

0.40 

3.7 

194 

322 

Smith  International 

273.5 

70  %- 

15% 

68  % 

10.1 

692 

5.33 

13 

1.12 

1.6 

195 

629 

Superior  Oil 

270.6 

134  %- 

29  % 

127% 

20.0 

2,556 

7.59 

17 

0.72 

0.6 

196 

386 

Ramada  Inns 

268.4 

17  - 

2% 

8% 

26.9 

236 

0.48 

18 

0.12 

1.4 

197 

419 

Stanley  Works 

zoo.j 

34%- 

8% 

l  o  r\ 

1Z.U 

179 

Of  4. 

4.Z4 

7 

1 

1  .Z4 

a  r\ 
4.U 

198 

177 

Zayre 

268.2 

17%- 

2% 

10% 

5.0 

51 

2.64 

4 

none 

0.0 

199 

Dorsey 

267.7 

22*4- 

3% 

14% 

2.9 

42 

3.12 

5 

0.75 

5.3 

200 

143 

Carson  Pirie  Scott 

267.3 

24  - 

4% 

17% 

3.4 

61 

3.55 

5 

1.10 

6.2 

201 

725 

Honeywell 

264.9 

82%- 

20% 

76% 

21.9 

1,675 

10.77 

7 

2.60 

3.4 

202 

493 

Levitz  Furniture 

Z(>4.  i 

34  - 

7 

Zj/2 

A  T 
4.Z 

IUo 

A  7A 
4.  /  0 

c 

J 

l.UU 

203 

467 

General  Host 

264.1 

23  %- 

4% 

17% 

3.0 

53 

2.71 

7 

0.70 

3.9 

204 

929 

National  Kinney 

263.6 

6%- 

1% 

5 

6.4 

32 

-0.44 

def 

none 

0.0 

ZUj 

'"MA 

Walter  Kidde 

263.5 

39%- 

9% 

33% 

9.8 

330 

7.48 

4 

1.80. 

5.4 

206 

227 

Gordon  Jewelry 

262.3 

28  - 

6% 

24 

5.5 

132 

4.91 

5 

0.72 

3.0 

207 

203 

McDonnell  Douglas 

t  An  a 
zou.o 

40%- 

8% 

1  o  v. 
zv  /4 

17  A 

1  llfi 
1,1  lo 

A  fi7 
4.0  / 

0 

n  7^ 

208 

137 

Seaboard  Allied  Milling 

259.0 

22%- 

5 

17% 

1.5 

26 

5.39 

3 

0.40 

2.3 

209 

82 

Northwest  Industries 

258.7 

37%- 

9% 

33% 

29.9 

1,004 

5.36 

6 

2.05 

6.1 

z IU 

Outlet 

258.0 

33%- 

5% 

18% 

2.5 

46 

2.79 

7 

1.00 

5.4 

211 

133 

Dart  Industries 

257.1 

49%- 

11% 

41% 

23.5 

970 

6.72 

6 

1.80 

4.4 

212 

204 

Paine  Webber 

13%- 

2% 

O  /8 

£  A 
J. 4 

AH 
4o 

1  1A 
Z.Z4 

4 

n  aa 

U.44 

213 

250 

Ashland  Oil 

254.6 

45%- 

11 

39 

29.4 

1,146 

15.55 

3 

2.20 

5.6 

214 

178 

Longview  Fibre 

253.8 

380  - 

106 

375 

1.2 

435 

29.23 

13 

13.30 

3.5 

ZI3 

PACCAR 

252.5 

65  - 

15% 

53% 

8.2 

443 

13.73 

4 

3.05 

5.7 

216 

172 

Federal  Paper  Board 

251.6 

31  - 

7% 

27% 

6.4 

176 

0.93 

29 

0.90 

3.3 

217 

394 

Southwest  Forest  Inds 

TGI  C 

24  - 

4% 

\A  1/. 

7  Q 

1  13 

2  AO 

4 

4 

n  /in 
U.4U 

Z.O 

218 

350 

Data  General 

250.9 

74%- 

8% 

50 

9.9 

496 

4.82 

10 

none 

0.0 

219 

Dorchester  Gas 

250.9 

26%- 

5% 

25% 

8.9 

231 

2.84 

9 

0.20 

0.8 

ZZU 

ACQ 

Rapid- American 

250.0 

18%- 

3 

17% 

7.1 

125 

4.59 

4 

0.60 

3.4 

221 

505 

Morrison -Knudsen 

248.6 

35%- 

8% 

29% 

4.2 

124 

5.65 

5 

1.50 

5.0 

in 

911 

Frederick  &  Herrud 

9/f  «  A 

9  - 

2 

7IA 

Z.O 

zU 

1  .Z4 

O 

n  ia 

U.Z4 

7  A 
0.4 

223 

290 

Fieldcrest  Mills 

248.3 

37%- 

7*4 

26% 

3.7 

97 

6.42 

4 

2.00 

7.7 

224 

254 

Ex  Cell  O 

247.5 

38  - 

10 

34% 

10.2 

354 

5.19 

7 

1.90 

5.5 

ZZj 

o  ah 
zou 

C  F  Braun 

245.lt 

56%- 

13  % 

52% 

5.1 

266 

3.31 

16 

0.80 

1.5 

226 

225 

C  rouse  Hinds 

244.4 

22%- 

5% 

19% 

11.9 

230 

2.21 

9 

0.92 

4.7 

227 

116 

E  F  Hutton  Group 

1A1  1 

25%- 

5% 

1  71/, 

A  A 
O.O 

tie 
113 

A  £T 
4.DZ 

n  Qn 
u.^u 

A  A 
4.0 

228 

* 

Todd  Shipyards 

242.9 

34%- 

4% 

24 

1.5 

36 

5.89 

4 

none 

0.0 

229 

449 

Gulf  United 

241.2 

27%- 

6% 

21-% 

22.2 

482 

2.30 

9 

1.00 

4.6 

ZjU 

O/o 

U  S  Industries 

240.0 

10*4- 

2% 

8% 

24.8 

210 

1.85 

5 

0.76 

8.9 

231 

274 

Times  Mirror 

239.8 

36%- 

10% 

35% 

33.9 

1,195 

4.62 

8 

1.44 

4.1 

232 

123 

lime  inc 

50%- 

12% 

41  % 

ZZ.4 

V3o 

o 
o 

1  AA 
i.OO 

4.U 

233 

* 

Knudsen 

234.7 

16  - 

4% 

13% 

2.7 

37 

2.16 

6 

0.68 

5.0 

234 

411 

Di  Giorgio 

232.0 

14%- 

3% 

10% 

6.3 

65 

1.72 

6 

0.56 

5.4 

Z0  3 

Harsco 

230.0 

36%- 

9% 

30 

10.1 

303 

5.27 

6 

2.00 

6.7 

235 

289 

Peoples  Drug  Stores 

230.0 

16  - 

3% 

12% 

3.7 

45 

1.70 

7 

0.24 

1.9 

237 

112 

Dana 

zzo.l 

32%- 

7% 

1 A 1/ 
ZOV4 

1  C  1 
OD.O 

QIC 

vzo 

D.UO 

c 
J 

£  q 

J.O 

238 

259 

UV  Industries 

227.9 

39%- 

8% 

27% 

15.2 

424 

18.26 

2 

§ 

239 

241 

Knight-Ridder  News 

227.6 

29%- 

7% 

23% 

31.9 

758 

2.64 

9 

0.70 

2.9 

■">  4  A 

"i  Oz„ 

Stone  Container 

227.5 

29%- 

5% 

19% 

5.1 

98 

2.68 

7 

0.60 

3.1 

241 

351 

Waldbaum 

224.6 

14%- 

3% 

12% 

2.5 

30 

3.37 

4 

none 

0.0 

242 

56 

L.nic  <a  North  Western 

223.5 

25%- 

3% 

13  % 

4.4 

61 

—1.82 

del 

none 

o  n 
U.U 

243 

574 

United  Brands 

223.1 

15%- 

3% 

10% 

11.0 

115 

1.83 

6 

0.20 

1.9 

244 

448 

Holiday  Inns 

221.4 

32%- 

5% 

16% 

32.0 

540 

1\65 

10 

0.66 

3.9 

245 

30 

Athlone  Industries 

220.8 

22%- 

5*4 

19% 

2.9 

55 

4.11 

5 

1.20 

6.2 

246 

161 

Barnes  Group 

217.2 

21%- 

5% 

18% 

6.8 

127 

3.64 

5 

0.80 

4.3 

247 

99 

Universal  Leaf 

7ia  ft 

—  10,0 

24%- 

6% 

zu 

o  n 

y.u 

1121 
lol 

1  70 

z.  /  y 

1  20 

6.0 

248 

383 

Saxon  Industries 

216.7 

8%- 

2% 

7% 

7.7 

55 

0.98 

7 

none 

0.0 

249 

714 

Bausch  &  Lomb 

214.6 

35  - 

10% 

33% 

11.6 

391 

3.23 

10 

1.00 

3.0 

250 

352 

EG&G 

213.0 

41%- 

10 

39% 

6.6 

257 

3.03 

13 

0.80 

2.0 

251 

148 

Perini 

212,5 

15  %- 

4 

12% 

3.4 

42 

1.61 

8 

0.40 

3.2 

252 

251 

Boise  Cascade 

211.9 

40%- 

10% 

32% 

27.0 

884 

6.41 

5 

1.50 

4.6 

253 

520 

Consolidated  Edison 

211.7 

25%- 

7% 

23% 

62.4 

1,459 

4.29 

5 

2.44 

10.4 

254 

131 

Abbott  Laboratories 

211.3 

40%- 

11% 

39% 

60.3 

2,380 

2.83 

14 

1.00 

2.5 

255 

167 

Allied  Stores 

211.1 

29%- 

7% 

24% 

20.4 

500 

4.39 

6 

1.60 

6.5 

'Not  ranked  las:  year.  ^Four-year  price  change 
def  deficit  §ln  liquidation 
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Who's  Where  in  the  Stock  Market 


Five-Tear  Change  In  Consumer  Price  Index:  45,0% 


total 

latest 

5  year 

1975-79 

Mldlv> 

IU4IKCI 

1Z-1T1UII I II 

pnce/ 

•   A-  A 

indicated 

i  Rank 

price 

price 

recent 

niitctatinino 
UUlMdIIlllI  l)^ 

,ValUp  , 

earnings 

earnings 

-j  rt  n  11  0  1 
d  [III  lid  1 

current 

J.  79 

7R 

Company 

change 

range 

pnce 

I  m  ill  innt'l 
^11111 1 1UI1S  1 

(millions) 

per  share 

ratio 

dividend 

yield 

t  256 

151 

lAln    1X7.  1  si  Cn/ulr 

lale  Wild  roods 

^Ait  an/ 

209.4% 

27-4 

16V2 

1.8 

$  29 

$  3.72 

4 

$0.80 

4.8% 

i  257 

462 

Parker- Hannifin 

208.6 

X)S/.       0  7/- 
OZ  /4 —    o  /8 

26  Vi 

17JI 

j  /  O 

x  ft3 

0.00 

7 

1  in 

258 

157 

Flowers  Industries 

206.8 

17    -  3% 

11% 

6.0 

67 

1  71 

7 

A  1 

Handy  &  Harman 

205.9 

3 1  Va  -  6  V± 

JI  /4  —    U  /4 

25% 

6.8 

176 

2  03 

13 

1  7 

z.  / 

^ou 

"Oj 

Combustion  Engineering 

205.7 

54  -17'/8 

53l/2 

16.4 

875 

5.57 

10 

2  40 

4.5 

261 

285 

H  F  Ahmanson 

205.5 

28  Vi—  6% 

21 

22.9 

482 

5.13 

4 

1.20 

5.7 

262 

272 

Manhattan  Industries 

204.6 

12%—  1% 

5  % 

1  7 
z.  / 

16 

1  Oft 

3 

U.OU 

5  9 
o.z 

263 

280 

Transam  erica 

204.4 

20%—  6 

1 7 'A 

1  r  /2 

65  4 

1  144 

1  47 

c 

1  n 

1. 1Z 

fi  A 

264 

70^ 

Bache  Group 

204.2 

14%_  3 

9'/8 

7.9 

72 

1  40 

7 

0.65 

7.1 

649 

Suburban  Propane  Gas 

204.0 

39   - 1 1  Vi 

38 

4.6 

174 

4.61 

g 

1.44 

3.8 

266 

684 

Natl  Semiconductor 

204.0 

55%-  9% 

28% 

13.2 

381 

2.85 

10 

none 

0.0 

267 

197 

GK  Technologies 

203.5 

OVA-  7</a 

ijO  /4  —    /  /4 

22 

1 1.4 

252 

4  28 

5 

1  30 

5  9 

268 

463 

Phillips-Van  Heusen 

203.3 

18    -  3% 

1 1% 

3.0 

35 

2.35 

5 

0.60 

5.3 

ZU  / 

J71* 

General  Signal 

203.2 

37y8_l  iy8 

36 

23.6 

849 

3.41 

1 1 

1.28 

3.6 

270 

804 

Amerada  Hess 

202.6 

48Vi-13'A 

42 '/s 

35.1 

1  477 

9.48 

4 

1.40 

3.3 

271 

• 

Sonoco  Products 

202.5 

36   -  9% 

30 

5.7 

172 

4.62 

6 

1.40 

4.7 

272 

312 

Tecumseh  Products 

202.4 

72'/2-20'/2 

62 

5.5 

339 

10  22 

5 

5  70 

9  2 

273 

141 

Eagle-Picher  Inds 

201.6 

25%-  6'/> 

19% 

9.9 

196 

3.01 

7 

0.88 

4.4 

274 

35 

Seatrain  Lines 

200.0 

15%-  1% 

51/4 

14.4 

76 

-2.40 

def 

0.0 

975 

174 

Wheelabrator-Frye 

198.8 

41  -lO'/s 

30% 

10.9 

335 

3.68 

g 

1.20 

3.9 

276 

185 

Thriftimart 

198.4 

27%-  5% 

23  Vi 

0.9 

21 

7.37 

3 

1.20 

5.1 

|  277 

128 

Areata 

198.3 

27%-  6% 

21% 

6.8 

147 

4.16 

5 

1.28 

5.9 

"  278 

449 

198.1 

/4 —  /4 

19% 

6.2 

121 

2.85 

7 

0.40 

2.0 

279 

75ft 

il  JO 

Gisnt  Food 

197.6 

19  !4-  5V4 

15y8 

4.9 

77 

3.69 

4 

1.00 

6.4 

280 

335 

Ark  Louisiana  Gas 

197.6 

2414 

25.1 

609 

2.44 

10 

1.24 

5.1 

281 

221 

Norton 

197.5 

34%- 10% 

30  '/it 

16.4 

494 

4.88 

6 

1.60 

5.3 

282 

228 

Continental  Airlines 

197.4 

17V2-  3'/s 

9'/s 

15.0 

137 

-0.20 

def 

0.40 

4.4 

283 

418 

United  States  Filter 

196.9 

17%-  3'/2 

11% 

8.0 

95 

1.83 

6 

0.36 

3.0 

Marathon  Oil 

195.7 

52  -14% 

51% 

60.5 

3  110 

4.90 

10 

1.60 

3.1 

1H7 

Kaiser  Alum  &  Chem 

195.0 

22'/8-  6% 

18% 

40.6 

756 

4.96 

4 

1.20 

6.4 

286 

134 

Albertson's 

195.0 

46  !4— 12Vi 

3678 

7.4 

273 

5.30 

7 

1.20 

3.3 

1  287 

646 

Natomas 

194.8 

31%—  9'/« 

31% 

23.1 

725 

5.28 

1.10 

3.5  . 

288 

402 

Raker  fn (prna riona  1 

194.2 

54  Vi-16 

53% 

31.3 

1,687 

3.25 

17 

0.60 

1.1 

289 

310 

193.4 

32%-  8 'A 

25'/s 

13.4 

337 

2.61 

10 

0.80 

3.2 

290 

365 

Srhlnmhpro'pi' 

L/vlll  UIUUCIECI 

193.3 

95%-27 

93% 

127.1 

11,918 

4.72 

20 

1.10 

1.2 

291 

408 

Washington  Natl  Corp 

191.9 

39   -  9'/2 

27 

6.6 

178 

4.62 

6 

1.40 

5.2 

292 

96 

Maryland  Cup 

191.9 

31%-  7'/2 

21% 

6.7 

143 

2.77 

8 

0.64 

3.0 

293 

90 

Borman's 

191.7 

9%-  1% 

4% 

2.9 

13 

1.37 

3 

0.20 

4.6 

293 

234 

Imperial  Corp  of  Am 

191.7 

29%-  7'/2 

21% 

14.2 

311 

5.14 

4 

1.20 

5.5 

mfi 

jUo 

C  n  rtnu/p  1 1 

191.7 

7   _  ii/4 

4% 

1.4 

6 

0.63 

7 

0.0 

296 

363 

Crum  &  Forster 

190.9 

60%— 17 

48 

13.7 

658 

10.40 

5 

2.52 

5.3 

297 

599 

Trans  World 

190.5 

30%-  5Vi 

15% 

15.9 

243 

1.62 

9 

none 

0.0 

298 

266 

Wal  arppn 

190.0 

30%-10 

29 

6.7 

194 

4.54 

6 

1.50 

5.2 

299 

ins 

Pav'n  Savp 

i  a y  ii  Jdve 

189.5 

30%-  9'/2 

27'/2 

5.5 

151 

3.38 

g 

0.72 

2.6 

inn 

i7n 
1/ u 

Vulcan  Materials 

188.8 

37'/4-l  1 Vi 

33  vi 

11.5 

388 

4.83 

7 

1.60 

4.7 

301 

150 

Campbell  Taggart 

187.9 

28  Vi-  7l/2 

21  Vi 

11.1 

241 

2.85 

8 

1.08 

5.0 

302 

294 

Thrifty  Corp 

187.9 

171/4-  41/4 

11% 

9.8 

117 

1.45 

8 

0.66 

5.6 

303 

314 

lull  /AMI    TTUf 111  AllWdVS 

187.5 

10  Vi—  2 

5% 

71.0 

408 

0.85 

7 

none 

0.0 

Mobil 

186.8 

56  -17% 

51% 

212.1 

10,948 

8.34 

6 

3.00 

5.8 

144 

,M  i  kt^inin  Pacific  {"Vim 

1T1I33UI1I1  I  JUI  11  V.lHfJ 

185.9 

59'/2-16% 

48% 

15.4 

744 

11.06 

4 

3.00 

6.2 

306 

382 

Western  Bancorp 

185.8 

35  -10% 

30% 

36.8 

1,113 

5.25 

6 

1.64 

5.4 

307 

110 

nuuvcr  universal 

185.6 

25'/2-  5% 

16% 

8.8 

145 

3.20 

5 

1.24 

7.5 

308 

Unnclfin  ( \tl  its  Uinorilc 

niiuMuii  \tii  cv  iviinerais 

184.4 

20 

29.1 

582 

1.57 

13 

0.80 

4.0 

'  309 

139 

run  nuvvdiu  r dpci 

183.0 

47% -13% 

39  % 

13.4 

533 

4.41 

9 

1.32 

3.3 

310 

188 

fVntnl  Stppl  Kl  Wirt' 
v  v.  illicit  .mil  oc  t»  ill 

182.9 

230  -76 

215 

0.3 

72 

49.46 

4 

12.75 

5.9 

311 

590 

Auto  Data  Processing 

/ii  law. 

00 

13.  Z 

57A 

Z.Zo 

1 7 

1  7 

312 

333 

Pennzoil 

182.4 

35%- 11% 

34% 

49.6 

1,729 

4.10 

8 

1.72 

4.9 

313 

645 

Pacific  Resources 

182.4 

25%-  4'/4 

16% 

6.7 

109 

1.68 

10 

0.60 

3.7 

314 

441 

Fred  Meyer 

182.3 

34%-10 

28 

6.5 

183 

3.35 

8 

0.56 

2.0 

315 

77 

Colt  Industries 

181.8 

51V2-15'/2 

44% 

12.7 

564 

7.91 

6 

2.50 

5.6 

316 

699 

Standard  Oil  Ohio 

181.7 

85  -22% 

84 '/2 

118.3 

9,998 

7.51 

11 

1.60 

1.9 

317 

9 

Coachmen  Industries 

181.4 

19%-  1*4 

4% 

3.5 

17 

-1.20 

def 

none 

0.0 

318 

Universal  Foods 

181.2 

23   -  4% 

13  Vi 

6.7 

92 

1.54 

9 

0.96 

7.0 

319 

527 

Central  Louisiana  Engy 

181.1 

39%-14'/(. 

39 

9.6 

375 

4.94 

8 

1.68 

4.3 

320 

233 

Martin  Marietta 

181.0 

40%-13'/« 

36% 

25.0 

920 

7.04 

5 

2.12 

5.7 

'Not  ranked  last  year, 
clef  deficit 
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Who's  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

Rut 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

V) 

321 

204 

Raymond  Intl 

179.6% 

28%-  4% 

13*4 

4.8 

$  66 

$3.38 

4 

$1.00 

7.3% 

~» 

322 

229 

Combined  Insurance 

179.3 

21%-  6% 

18  *2 

27.0 

500 

3.23 

6 

1.40 

7.6 

187 

323 

326 

National  Svc  Inds 

178.9 

21%-  6% 

18  V» 

12.7 

231 

3.12 

6 

1.08 

6.0 

iSt 

w 

324 

648 

F  W  Woolworth 

178.7 

32    -  9% 

26  Vh 

29.3 

766 

5.29 

5 

1.60 

6.1 

325 

164 

Mead 

178.4 

33%-  8*4 

24  % 

25.8 

622 

5.42 

4 

1.80 

7.5 

m 

326 

212 

SCM 

178.1 

32-9 

25% 

9.5 

242 

5.37 

5 

1  30 

5  1 

n 

327 

513 

Santa  Fe  Intl 

178.1 

40'/2-  9 

32*i 

21.2 

689 

0.59 

55 

0.72 

2.2 

K 

328 

276 

A  TO 

176.9 

14%-  3% 

9 

5.9 

53 

2.53 

4 

0.56 

6.2 

»3 
!« 

329 

187 

Rexnotd 

175.2 

21 '/4-  6*4 

17% 

19.5 

339 

3.03 

6 

0.96 

5.5 

330 

380 

Copeland 

175.0 

25    -  7% 

19% 

5.6 

108 

1.45 

13 

0.92 

4.8 

)9! 

330 

140 

l^i  K  W    I  HI  IV    L  1 I1IL  > 

175.0 

32   -  7Vi 

22 

1 1.8 

260 

2.30 

10 

0.90 

4  1 

m 

332 

481 

Trane 

174.1 

23'/2-  6% 

18  *2 

10.2 

188 

2.52 

7 

0.92 

5.0 

W 

111 
>  >  > 

Nationwide  Corp 

173.9 

19'/2-  5% 

15*4 

10.2 

161 

3.30 

5 

0.60 

3.8 

W 
}« 

334 

480 

Curtiss-Wright 

171.7 

22'/.-  5Vi 

15% 

8.2 

128 

2.24 

7 

0.80 

5.1 

335 

949 

Kaufman  &  Broad 

170.8 

13%-  3 

8*4 

11.7 

95 

1.15 

7 

0.24 

3.0 

100 

336 

391 

Ciftnrri  Hill 

V.I  1  UU  lU-fi  1 11 

169.1 

17'/t-  5% 

14  Vh 

7.2 

102 

3.39 

4 

0  92 

6  5 

101 

337 

281 

NL  Industries 

168.5 

31'/2-ll,/4 

30% 

32.9 

1,015 

3.02 

10 

1.20 

3.9 

m 

338 

108 

A  E  Staley  Mfg 

165.9 

32*2-10 

29'/2 

12.6 

372 

1.86 

16 

1.00 

3.4 

Mi 

339 

438 

Cameron  Iron  Works 

165.5 

76  -21 

73 

9.5 

693 

6.32 

12 

0.60 

0.8 

«u 

340 

333 

Earth  Resources 

163.3 

28%-  8*4 

26 

5.3 

137 

3.05 

9 

1.00 

3.8 

m 

341 

Wy  1 3  i  fi 

163.3 

19*8  —  6 

16'/k 

3.8 

60 

1.85 

9 

0  80 

5  0 

m 

342 

562 

Archer  Daniels  Midland 

162.9 

27%-  9'/2 

27% 

34.6 

944 

2.03 

13 

0.20 

0.7 

343 

703 

Louisiana-Pacific 

162.3 

26%-  7% 

19l/2 

28.6 

558 

3.70 

5 

0.60 

3.1 

408 

344 

524 

Seafirst 

161.9 

31%-  9% 

26% 

15.0 

401 

4.20 

6 

1.12 

4.2 

109 

345 

252 

Wiilamette  Inds 

161.6 

41  -11% 

30*4 

14.4 

442 

4.54 

7 

1.24 

4.0 

»!0 

346 

332 

\J  UUI  Icy 

161.0 

9fW«-  7% 

19 

0.9 

18 

3.84 

5 

1.00 

5.3 

41! 

347 

605 

Rollins  Inc 

160.9 

31%-U% 

28% 

13.4 

380 

2.28 

12 

0.72 

2.5 

411 

348 

302 

Engelhard  Minerals 

159.9 

24 'A-  7 'A 

22*2 

65.0 

1,456 

4.00 

6 

0.96 

4.3 

41) 

349 

319 

Turner  Construction 

159.8 

35*4-11*8 

28% 

1.1 

31 

4.73 

6 

2.00 

7.1 

414 

350 

456 

Standard  Oil  Calif 

159.6 

62V4-22V4 

57% 

170.9 

9,870 

9.92 

6 

3.20 

5.5 

415 

351 

583 

Prppnitrt  Mttipr^lc 

rrccpuii  iviiiicfdja 

159.0 

5fW«    1  1  % 

JU  /8 — 11/8 

45  *4 

21  0 

959 

4.04 

1 1 

1.20 

2.6 

til 

352 

238 

White  Consolidated 

158.6 

28*8-  8% 

22% 

13.2 

298 

4.70 

5 

1.40 

6.2 

111 

jjj 

130 

DPF 

158.3 

14 %-  3 

7*4 

4.5 

35 

2.43 

3 

none 

0.0 

411 

354 

263 

Lease  way  Transportation 

157.0 

26%-  7*4 

20 

11.9 

237 

3.59 

6 

1.30 

6.5 

in 
121 

355 

550 

Tiger  International 

156.9 

34%-  7*4 

18% 

14.3 

266 

3.23 

6 

0.80 

4.3 

356 

876 

.Tldllidll 

156.9 

18%  —  g 

16*2 

34.2 

565 

1.82 

9 

0.20 

1.2 

4:1 

357 

361 

Hershey  Foods 

156.4 

27%-M>% 

25 

14.2 

354 

3.81 

7 

1.40 

5.6 

422 

358 

io*» 

Potlatch 

156.4 

39%- 11 7s 

31'/4 

15.1 

473 

5.36 

6 

1.32 

4.2 

421 

359 

331 

Borg- Warner 

156.1 

37'/4-13'/8 

34% 

20.7 

708 

7.09 

5 

2.30 

6.7 

414 

360 

262 

Houston  Natural  Gas 

155.8 

38'/2-14% 

37% 

38.6 

1,437 

3.57 

10 

1.10 

3.0 

425 

361 

315 

rUf  C1UUM-1T11.IVCSM1I1 

155.4 

2(17/.    in  i/„ 

26*i 

13  5 

359 

4.92 

, 

1.56 

5.9 

416 

362 

277 

Alexander's 

155.0 

9%-  2% 

6% 

4.5 

29 

0.91 

7 

0.40 

6.3 

42- 

363 

685 

Amer  Hoist  &  Derrick 

154.6 

26%-  8% 

21 

5.6 

119 

3.51 

6 

1.12 

5.3 

420 

363 

428 

Chromalloy  American 

154.6 

24*4-  8*8 

21 

12.3 

258 

4.04 

5 

1. 10 

5.2 

42» 

365 

152 

Weis  Markets 

154.1 

28*2-10 

25% 

9.1 

233 

3.10 

8 

0.80 

3.1 

131 

366 

399 

Vpnintv  pQPtfir 
Jill  Hilly  r  cJi.nn 

153.9 

0*+  /4  —  1  1  /8 

29  % 

27.6 

819 

5.79 

5 

1.80 

6.1 

131 

367 

318 

Dow  (ones 

153.3 

40  -15 

38 

15.5 

590 

3.23 

12 

1.44 

3.8 

4!I 

368 

198 

TRW 

150.9 

42%-14*4 

35% 

28.8 

1,010 

6.04 

6 

2.00 

5.7 

41! 

369 

309 

Morton-Norwich 

150.5 

34% -10% 

29l/4 

135 

401 

3.53 

8 

1.40 

4.7 

434 

370 

100 

Emhart 

150.0 

45  -12% 

31% 

11.8 

371 

5.54 

6 

2.40 

7.6 

370 

367 

Pav  T  pec  rinio  ifal^ 

150.0 

iay„_  51/. 

13*8 

2.1 

28 

1.36 

10 

0.40 

3.0 

436 

372 

239 

Koppers 

149.3 

30'/s-  9'/s 

23% 

26.1 

609 

3.51 

7 

1.40 

6.0 

4!' 

373 

Curtice  Burns 

149.2 

21'/2-  7% 

20% 

1.5 

31 

3.52 

6 

1.10 

5.4 

(IS 

374 

578 

Browning-Ferris  Inds 

148.8 

16*4-  5 

12% 

16.9 

216 

1.49 

9 

0.70 

5.5 

•  431 

375 

582 

Western  Union 

148.6 

24*4-  9*8 

22% 

15.6 

350 

-0.42 

def 

1.40 

6.3 

(41 

376 

615 

Foxboro 

148.4 

44%-15% 

38  *2 

8.3 

319 

4.40 

9 

1.30 

3.4 

44 

377 

183 

United  States  Shoe 

148.3 

38 Vi-  7% 

18 

7.0 

126 

4.09 

4 

1.48 

8.2 

44. 

378 

807 

North  American  Coal 

146.6 

38l/2-12'/8 

35*4 

3.3 

119 

3.92 

9 

0.64 

1.8 

44 

379 

287 

Cluett,  Peabody 

146.4 

14%-  3*4 

8% 

8.9 

77 

1.80 

5 

0.68 

7.9 

444 

380 

533 

Dresser  Industries 

145.7 

57%-19% 

53% 

38.8 

2,087 

5.67 

9 

1.10 

2.0 

44 

381 

618 

St  Louis-San  Fran  Ry 

145.5 

60%-21'A 

54 

2.6 

143 

7.16 

8 

2.50 

4.6 

44 

382 

359 

Consol  Freightways 

144.0 

34   -  9'/s 

22% 

13.0 

298 

5.21 

4 

1.30 

5.7 

44 

383 

391 

Philips  Industries 

143.8 

8%-  2 

4% 

4.9 

24 

1.25 

4 

0.32 

6.6 

44 

384 

253 

Kroger 

143.6 

27   -  7% 

18% 

27.4 

517 

3.76 

5 

1.36 

7.2 

44 

385 

226 

Big  Three  Industries 

142.9 

44'/2-15'/2 

37*4 

20.1 

758 

3.05 

12 

0.88 

2.3 

45 

•Not  ranked  last  year, 
def  deficit 
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Who's  Where  in  the  Stock  Market 


Five-Tear  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

386 

Snap-On  Xools 

142.9% 

/8 —  L\J  /2 

251/2 

19  8 

$  504 

$2  10 

12 

$0  80 

3  1% 

387 

554 

Saga  Corp 

142.3 

16-54-  3 

77s 

4.7 

37 

0.33 

24 

0.44 

5.6 

388 

393 

U  S  Fidelity  &  Gty 

141.1 

41%-15l/2 

37% 

27.7 

1,040 

8.05 

5 

2.40 

6.4 

389 

242 

Reeves  Brothers 

140.8 

337/8-ll'/g 

267s 

2.4 

65 

7.62 

4 

2.00 

7.4 

390 

587 

Scott  &  Fetzer 

140.5 

36 '/s-  9'/s 

22 '/4 

7.4 

164 

4.52 

5 

1.80 

8.1 

391 

507 

American  Financial 

140.0 

30i/2—  6 

21 

5.8 

123 

8  61 

2 

0  04 

0  2 

392 

182 

Ogden 

138.3 

40  -13Vi 

317s 

8.5 

270 

6.51 

5 

2.00 

6.3 

393 

564 

Ohio  Casualty 

138.1 

38'/2-14'/4 

35 '/s 

1 1.7 

410 

6.81 

5 

1.40 

4.0 

394 

303 

Insilco 

137.8 

14%-  4% 

ll1/. 

10.8 

121 

2.19 

5 

0.94 

8.4 

395 

552 

Lone  Star  Industries 

137.7 

27'/8-  9% 

227s 

10.0 

229 

5.49 

4 

1.40 

6.1 

396 

454 

So  Natural  Resources 

137.4 

50% 

20.2 

1  024 

5.27 

10 

1.50 

3.0 

397 

563 

Union  Oil  California 

137.2 

49%- 16% 

47 

86.6 

4,071 

5.41 

9 

1.30 

2.8 

Jo't 

Dillingham 

136.8 

14%-  45/s 

1 1% 

12.8 

144 

2.75 

4 

0.60 

5.3 

399 

421 

U  S  Bancorp 

136.7 

31'/4-107/8 

257s 

12.9 

335 

3.90 

7 

1.00 

3.9 

400 

232 

Bendix 

136.4 

47  -16'/4 

38'/s 

22.3 

850 

7.10 

5 

2.84 

7.4 

401 

457 

Northwest  Airlines 

135.4 

37'/a-l  1% 

xj  f    la  —  11  10 

28  % 

21.6 

611 

3.87 

7 

0.80 

2.8 

402 

922 

USLIFE 

135.0 

28    -  954 

23  Vi 

22.0 

518 

3.77 

6 

0.68 

2.9 

403 

336 

Texas  Gas  Transmn 

134.4 

277/8-ll% 

27'/4 

20.2 

549 

3.37 

8 

1.46 

5.4 

404 

256 

Riegel  Textile 

134.2 

22 'A-  67s 

16 

3.8 

61 

3.55 

5 

1.60 

10.0 

405 

Valley  Natl  Bk  Ariz 

134.0 

29»/4-123/8 

27'/2 

10.0 

275 

4.43 

6 

1.40 

5.1 

406 

217 

Dibrell  Brothers 

133.8 

19>/8_  578 

13  % 

1.3 

18 

3.11 

4 

1.00 

7.5 

407 

381 

Diamond  Shamrock 

133.7 

40  -107s 

25 '/s 

52.9 

1,329 

3.26 

8 

1.60 

6.4 

Ann 

Kaneb  Services 

133.6 

22'/2-  7'/4 

19% 

20.9 

405 

2.04 

9 

0.80 

4.1 

409 

65 

Crane 

133.5 

37'/2-12 

32% 

10.0 

322 

5.16 

6 

1.60 

5.0 

i  410 

98 

Flickinger 

133.4 

15 '/4-  5 

ir» 

2.9 

34 

2.21 

5 

0.60 

5.1 

1  411 

Host  International 

133.3 

27   -  57s 

13 '/s 

5.5 

72 

2.86 

5 

0.60 

4.6 

i  411 

327 

Roper  Corp 

133.3 

15'/8-  4V2 

10'/2 

5.3 

56 

1.79 

6 

0.90 

8.6 

411 

Kings  Dept  Stores 

131.1 

18    -  5'/2 

13 

7.5 

97 

2.06 

6 

0.90 

6.9 

414 

Earle  M  Jorgensen 

130.3 

37'/2-12'/4 

28l/2 

3.3 

93 

5.75 

5 

1.50 

5.3 

415 

79 

Super  Food  Services 

129.9 

18   -  47/s 

107s 

1.6 

18 

1.71 

6 

0.40 

3.7 

1  416 

265 

Interpace 

129.8 

23  y8-  v/% 

18 

4.1 

74 

4.66 

4 

1.40 

7.8 

417 

84 

Pitney-Bowes 

129.4 

30'/2-ll'/4 

26% 

13.8 

363 

3.74 

7 

1.40 

5.3 

418 

jj/ 

A  O  Smith 

129.3 

247/8-  7'A 

16% 

4.9 

82 

5.88 

3 

1.40 

8.4 

419 

767 

Zapata 

128.5 

24  Mi-  8% 

22% 

8.2 

185 

2.36 

10 

0.30 

1.3 

420 

387 

Cannon  Mills 

128.1 

24%-10% 

23% 

8.5 

199 

3.51 

7 

1.28 

5.5 

421 

855 

Southwestern  Life 

127.9 

41i/8_14ys 

38  54 

15.1 

587 

2.67 

15 

1.00 

2.6 

422 

784 

First  City  Bancorp 

127.7 

40%-16% 

37 

11.8 

436 

5.21 

7 

1.56 

4.2 

491 

1 A4 

Gt  Northern  Nekoosa 

127.7 

40%-14'/8 

317s 

15.9 

507 

5.56 

6 

1.60 

5.0 

424 

176 

Gould 

127.3 

35'/2-10ys 

24 'A 

27.8 

673 

3.60 

7 

1.72 

7.1 

425 

751 

Phillips  Petroleum 

127.2 

49'/8-18'/2 

49'/s 

154.4 

7,586 

5.73 

9 

1.40 

2.8 

426 

628 

»»  Cal  V  a  v  \) 

126.5 

35</4_127e 

291/4 

16.9 

494 

4.61 

6 

1.50 

5.1 

427 

482 

Certain-teed 

126.4 

28 '/4-  6% 

15 

13.4 

201 

1.40 

11 

0.90 

6.0 

4Zo 

FMC 

125.9 

29'/2-107/8 

24 

32.1 

771 

4.47 

5 

1.40 

5.8 

429 

673 

Shell  Oil 

125.7 

54'/4-I95/8 

52% 

154.0 

8,125 

6.45 

8 

2.40 

4.5 

430 

129 

Olin  Corp 

125.6 

25 '/4-  7'A 

16'/2 

23.9 

395 

2.95 

6 

1.00 

6.1 

431 

80 

1  '  n  1 1 1 > .'1  Tiirnnitlnoioc 

125.3 

•J       1  L  J  J  /O 

36% 

41.6 

1  531 

6.19 

6 

2.20 

6.0 

432 

539 

Stewart-Warner 

123.9 

41%- 13% 

30 

5.2 

156 

4.54 

7 

1.88 

6.3 

All 

/Ol 

City  Stores 

123.1 

55/g-  W2 

3% 

3.3 

12 

-4.92 

def 

none 

0.0 

434 

102 

Denny's 

122.6 

35   -  6% 

14  54 

8.7 

128 

2.66 

6 

0.88 

6.0 

435 

216 

Stanadyne 

122.5 

38  !/4-10 

22% 

4.8 

107 

4.32 

5 

1.40 

6.3 

436 

487 

/Vicdraw-  La  i  son 

122.0 

33  —11% 

25% 

16.3 

411 

4.11 

1.80 

7.1 

437 

366 

Lucky  Stores 

121.6 

18'/2-  7'/8 

15% 

48.3 

761 

2.11 

7 

1.00 

6.3 

438 

353 

Scovill 

121.2 

247/s-  8% 

18% 

9.2 

169 

3.51 

5 

1.52 

8.3 

•  439 

600 

Kuhn's-Bie  K  Stores 

121.1 

10%-  1% 

3% 

2.6 

9 

0.41 

.,  9  J* 

none 

0.0 

440 

222 

Occidental  Petroleum 

120.6 

31'/s-125/8 

28  '/s 

70.9 

1,993 

5.06 

6 

1.50 

5.3 

441 

401 

United  States  Gypsum 

120.5 

377/8_i4i/8 

307s 

15.6 

482 

7.66 

4 

2.40 

7.8 

442 

543 

IC  Industries 

120.5 

32'/2-10'/4 

24% 

15.8 

384 

5.00 

5 

1.84 

7.6 

443 

861 

First  Wisconsin  Corp 

119.6 

29'/4-ll7/8 

25% 

4.2 

105 

5.22 

5 

1.88 

7.4 

444 

245 

Tandy 

118.lt 

34%-10% 

28% 

23.5 

671 

3.35 

9 

none 

0.0 

445 

76 

Gray  Drug  Stores 

117.9 

19'/4-  4'/8 

9% 

2.6 

25 

1.49 

6 

0.80 

8.3 

446 

407 

Bemis 

117.7 

30'/2-12'/4 

28  V. 

3.7 

106 

6.22 

5 

1.40 

5.0 

447 

521 

Champion  Intl 

116.7 

28'/2-10'/2 

1VU 

50.4 

1,147 

4.83 

5 

1.40 

6.2 

447 

663 

Provident  Life  &  Acc 

116.7 

53  -21 

45% 

9.8 

448 

7.41 

6 

1.48 

3.3 

449 

305 

Garfinckel  Brooks  Bros 

116.1 

29'/s-  67s 

15'/« 

4.5 

68 

3.15 

5 

1.24 

8.2 

450 

282 

Witco  Chemical 

115.8 

29'/4-ll3/8 

25 

8.7 

219 

4.90 

5 

1.40 

5.6 

•Not  ranked  lasi  year.  tFour  year  price  change 
def  deficit. 
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Who's  Where  in  the  Stock  Market 


Fire-Tear  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

Rink 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

^9 

451 

DETROITBANK  Corp 

115.1% 

29%-ll'/e 

24 

8.5 

$  204 

$  5.19 

5 

$1.80 

7.5% 

516 

452 

Easco 

114.0 

30'/.-  7'/4 

15  Vi 

3.3 

50 

2.91 

5 

1.20 

7.9 

if 

453 

679 

Conoco 

114.0 

48'/4-20'/4 

47 'Vi 

107.6 

5,137 

7.26 

7 

1.90 

4.0 

SI! 

454 

989 

Rose's  Stores 

114.0 

17Vi-  4Vi 

11  Vi 

2.1 

25 

3.23 

4 

0.72 

6.3 

51» 

455 

576 

Union  Pacific 

113.8 

74  -307k 

73  Vz 

47.7 

3,505 

7.58 

10 

2.80 

3.8 

520 

456 

423 

Oscar  Mayer 

113.6 

26    -  9% 

21 

14.6 

307 

2.98 

7 

1.00 

4.8 

521 

457 

231 

H  H  Robertson 

113.5 

35    -13 'A 

27 '/4 

2.1 

59 

5.46 

5 

1.90 

6.8 

52! 

458 

127 

Ball  Corp 

113.3 

2878-ll% 

24 

5.0 

120 

4.71 

5 

1.40 

5.8 

523 

459 

156 

National  Can 

113.2 

25%-  9'/g 

20 'A 

7.8 

157 

4.45 

5 

0.72 

3.6 

524 

460 

416 

George  A  Hormel 

112.5 

39  -15% 

34 

4.8 

163 

6.37 

5 

1.68 

4.9 

525 

461 

556 

Florida  Power 

112.0 

34%-1378 

28% 

14.5 

414 

3.84 

7 

3.00 

10.5 

525 

462 

553 

Michigan  National 

111.9 

25 Vz-  7% 

17'/4 

9.2 

159 

4.74 

4 

1.20 

7.0 

52' 

463 

347 

National  Gypsum 

111.6 

24%-  8% 

18'/4 

16.5 

301 

4.77 

4 

1.48 

8.1 

52! 

464 

933 

American  Motors 

111.5 

9 'A-  3% 

67s 

30.4 

209 

2.24 

3 

0.30 

4.4 

5!' 

465 

* 

Penn  Traffic 

111.5 

18'/.-  6'/s 

14'/4 

2.1 

30 

3.08 

5 

1.20 

8.4 

510 

466 

869 

Texas  Eastern 

111.2 

62%-25% 

61% 

25.2 

1,543 

6.58 

9 

2.70 

4.4 

ill 

467 

850 

Perkin-Elmer 

111.2 

36%- 16 

35% 

19.7 

695 

2.79 

13 

0.72 

2.0 

552 

468 

298 

Magic  Chef 

111.1 

147/s-  3'A 

7% 

7.8 

55 

1.78 

4 

0.60 

8.4 

5)5 

469 

169 

Anderson,  Clayton 

110.8 

26'/4-10 

217s 

13.4 

294 

3.74 

6 

1.12 

5.1 

j!4 

470 

499 

Commercial  Metals 

110.3 

23 Vi-  6Vi 

1978 

2.8 

55 

5.32 

4 

0.55 

2.8 

555 

471 

724 

Republic  of  Texas 

110.0 

30  -11% 

24'/2 

17.8 

435 

3.84 

6 

1.00 

4.1 

55k 

472 

367 

American  Natl  Ins 

109.6 

18V2-  6'/2 

13% 

30.8 

420 

2.52 

5 

0.60 

4.4 

517 

472 

288 

Ethyl 

109.6 

30  -1114 

24  Vz 

18.8 

460 

4.88 

5 

1.50 

6.1 

558 

472 

806 

Quaker  Oats 

109.6 

28%- 12% 

17  V* 

19.8 

540 

4.27 

6 

1.40 

5.1 

51' 

475 

222 

Harcourt  Brace  lovan 

109.3 

41%-14% 

307s 

4.4 

135 

3.45 

9 

1.44 

4.7 

540 

476 

466 

Rockwell  Intl 

109.0 

46%- 18% 

40'/2 

35.3 

1,431 

7.33 

6 

2.60 

6.4 

541 

477 

300 

Federal-Mogul 

108.8 

20%-  57a 

14  Vi 

12.5 

184 

3.36 

4 

1.08 

7.3 

542 

478 

349 

American  Brands 

108.3 

67'/g-30'/2 

63 

26.8 

1,687 

11.12 

6 

5.00 

7.9 

Mi 

479 

367 

Arden  Group 

107.7 

5l/2-  l'/» 

33/s 

3.5 

12 

0.31 

11 

none 

0.0 

544 

480 

358 

Dravo 

106.5 

35Vs-13% 

277s 

8.0 

223 

3.75 

7 

1.28 

4.6 

545 

481 

413 

Purex  Industries 

106.5 

20 '/8-  7'/4 

16 

11.3 

180 

2.30 

7 

1.28 

8.0 

546 

482 

592 

Zale 

106.4 

25 Vi-  9% 

20  V„ 

10.5 

212 

3.44 

6 

1.08 

5.4 

517 

483 

572 

Questor 

105.0 

\lVz-  3% 

7 

9.7 

68 

0.62 

11 

0.20 

2.9 

-ID 

)4! 

484 

832 

Sun  Company 

104.7 

70%-25'/2 

70 

54.0 

3,779 

10.12 

7 

3.00 

4.3 

S4A 

485 

642 

Dun  &  Bradstreet 

104.6 

40%-18  V* 

39% 

27.9 

1,098 

3.03 

13 

1.76 

4.5 

550 

486 

516 

Wells  Fargo 

103.9 

33%-12% 

26  Vz 

22.6 

599 

5.43 

5 

1.72 

6.5 

551 

487 

431 

Arvin  Industries 

103.7 

23%-  SVz 

11% 

6.5 

74 

2.78 

4 

1.12 

9.8 

55! 

488 

405 

Timken 

103.5 

63'/2-24'/4 

50% 

11.2 

564 

9.21 

5 

3.25 

6.5 

553 

489 

769 

BanCal  Tri-State 

103.3 

26%-U'/2 

2278 

4.4 

101 

3.96 

6 

0.92 

4.0 

554 

490 

654 

Hughes  Tool 

103.2 

50  -19'/8 

49% 

17.7 

876 

3.65 

14 

0.84 

1.7 

555 

491 

293 

Reynolds  Metals 

102.6 

44%-14% 

29'/h 

18.8 

548 

8.93 

3 

2.20 

7.6 

iit 

492 

410 

RCA 

102.3 

337/s-10% 

21% 

74.9 

1,630 

3.79 

6 

1.60 

7.4 

557 

493 

790 

A  C  Nielsen 

102.3 

28  Vi-  9% 

22  Vi 

11.0 

245 

2.38 

9 

0.80 

3.6 

558 

494 

620 

Gulf  Oil 

102.1 

36  -17% 

35% 

195.0 

6,948 

6.20 

6 

2.25 

6.3 

55! 

495 

155 

Southland  Corp 

102.0 

32!/4-13% 

277/8 

22.9 

639 

3.24 

9 

0.84 

3.0 

5411 

496 

655 

Aetna  Life  &  Casualty 

101.8 

36%-ll'/2 

32  Vh 

80.6 

2,589 

6.96 

5 

1.80 

5.6 

561 

497 

420 

Sperry  &  Hutchinson 

101.8 

23 '/2-  67/s 

14% 

9.1 

130 

3.40 

4 

1.00 

7.0 

562 

498 

374 

Natl  Detroit  Corp 

101.7 

35%-14V4 

29'/2 

12.1 

357 

6.02 

5 

2.00 

6.8 

563 

499 

* 

Dillard  Dept  Stores 

101.7 

20   -  7'/2 

147s 

2.6 

39 

2.98 

5 

0.40 

2.7 

541 

500 

822 

Southern  Union 

101.5 

32%- 15% 

30% 

6.8 

207 

3.89 

8 

1.92 

6.3 

565 

501 

700 

W  W  Grainger 

101.4 

39  -17'/, 

35 

14.1 

493 

3.40 

10 

0.92 

2.6 

« 

502 

348 

Intl  Multifoods 

101.4 

25 Vz-  87s 

18 

8.1 

145 

3.09 

6 

1.20 

6.7 

ito 

503 

375 

Interco 

101.3 

48%-18Vi 

38% 

14.3 

547 

6.83 

6 

2.40 

6.3 

548 

504 

236 

Genl  Tire  &  Rubber 

101.3 

31'/4-  9'/2 

19% 

23.2 

450 

4.13 

5 

1.50 

7.7  1 

.56) 

505 

446 

Gt  Western  Financial 

100.8 

27 'A-  7'/s 

20  Vi 

22.4 

454 

4.15 

5 

0.84 

4.1 

570 

506 

442 

Eaton 

100.3 

30'/2-13'/8 

257s 

25.9 

669 

5.53 

5 

1.72 

6.6 

i-: 

507 

426 

North  Amer  Philips 

100.0 

36  -12% 

25'/2 

13.0 

330 

6.17 

4 

1.70 

6.7 

5': 

507 

311 

Revere  Copper 

100.0 

21%-  6 

12 

5.7 

68 

4.53 

3 

none 

0.0 

573 

509 

378 

Sheller-Globe 

99.8 

15%-  4'/s 

8 

6.2 

50 

1.84 

4 

0.70 

8.8 

i-i 

510 

655 

Hewlett-Packard 

99.6 

61%-28'/4 

60 

58.9 

3,534 

3.38 

18 

0.40 

0.7 

i'; 

511 

343 

Copperweld 

99.5 

26 Vz-  9V» 

19 

5.7 

108 

4.13 

5 

1.36 

7.2 

571 

511 

765 

Jonathan  Logan 

99.5 

18%-  4% 

9Vi 

5.2 

49 

1.07 

9  . 

0.60 

6.3 

577 

513 

758 

Peabody  Intl 

99.2 

28    -  8% 

197s 

9.1 

182 

2.70 

7 

0.32 

1.6 

57 

514 

430 

Textron 

99.0 

35  -12% 

24% 

32.8 

799 

4.55 

5 

1.80 

7.4 

i7 

515 

279 

Pillsbury 

98.6 

47%- 18 

35% 

20.0 

716 

4.76 

8 

1.72 

4.8 

58 

*Not  ranked  last  year, 
def  deficit. 
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Who's  Where  in  the  Stock  Market 


Five-Tear  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

!  Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

516 

511 

Wickes 

98.0% 

19'/2-  7'/s 

147s 

10.8 

$  153 

$  3.42 

4 

$1.04 

7.4% 

517 

355 

Oklahoma  Natural  Gas 

97.9 

28%-1178 

2374 

10.3 

240 

3.10 

8 

1.80 

7.7 

518 

567 

Panhandle  Eastern 

97.8 

57'/8-267s 

577s 

18.2 

1,040 

8.91 

6 

3.10 

5.4 

519 

414 

Ferro 

97.5 

35  -lO'/s 

1974 

7.6 

150 

4.10 

5 

1.20 

6.1 

520 

668 

Amerace 

97.1 

3  2  14- 13  'A 

2578 

2.4 

61 

4.49 

6 

1.32 

5.1 

521 

742 

Cities  Service 

96.8 

85'/2-36'/4 

8514 

27.7 

2,357 

7.62 

11 

3.60 

4.2 

522 

395 

U  S  Air 

96.3 

15   -  3% 

6% 

11.9 

79 

2.03 

3 

none 

0.0 

52} 

439 

Owens-Corning  Fbrgls 

96.1 

36%-12% 

247s 

30.5 

758 

3.77 

7 

1.20 

4.8 

524 

460 

Monfort  of  Colorado 

96.0 

9%-  37s 

67s 

4.9 

30 

-0.04 

def 

0.12 

2.0 

525 

531 

El  Paso  Company 

95.1 

22'/4-10,/4 

20 

46.4 

927 

3.23 

6 

1.48 

7.4 

525 

937 

Gino's 

95.1 

18   -  4% 

10 

4.7 

47 

1.57 

6 

0.40 

4.0 

527 

166 

Marsh  Supermarkets 

94.8 

714-  2% 

4% 

3.2 

15 

0.92 

5 

0.32 

6.7 

52S 

982 

Louisiana  Land  &  Exp 

94.8 

5574-19% 

4672 

38.0 

1,766 

3.94 

12 

1.48 

3.2 

529 

453 

Gannett 

94.6 

50%-23 

4574 

34.7 

1,570 

3.56 

13 

2.00 

4.4 

530 

643 

Standard  Oil  Indiana 

94.3 

84%-36 

8472 

151.3 

12,786 

9.58 

9 

3.00 

3.6 

531 

504 

Stop  &  Shop 

93.0 

20%-  7% 

157. 

4.0 

62 

4.01 

4 

1.20 

7.9 

532 

585 

Consolidated  Foods 

92.9 

2774-12% 

23% 

29.5 

697 

3.74 

6 

1.76 

7.4 

533 

215 

Gerber  Products 

92.8 

39'/2-12'/8 

23% 

8.9 

208 

3.39 

7 

1.62 

6.9 

534 

211 

Butler  Manufacturing 

92.6 

32-54-1  l'/g 

2374 

5.6 

134 

4.29 

6 

1.20 

5.1 

535 

388 

Northern  Natural  Gas 

92.4 

53    -25  54 

507s 

22.6 

1,151 

7.58 

7 

3.00 

5.9 

536 

690 

Consumers  Power 

92.4 

25%-  9% 

19 

47.7 

906 

3.49 

5 

2.36 

12.4 

537 

689 

Continental  Illinois 

91.5 

327/g-13% 

2572 

39.2 

1,000 

4.91 

5 

1.60 

6.3 

538 

202 

Grumman 

91.5 

2478—  9'/8 

17% 

8.5 

150 

1.87 

9 

1.20 

6.8 

539 

196 

H  K  Porter 

91.0 

65  -30 

64 

1.2 

75 

17.12 

4 

3.20 

5.0  • 

540 

468 

Nabisco 

90.9 

28'/2-l  l'/s 

21 

32.2 

676 

3.08 

1.62 

7.7 

54! 

328 

Dean  Witter  Reynolds 

89.4 

21%-  5  54 

117s 

8.0 

89 

1.37 

8 

0.80 

7.2 

542 

444 

Fruehauf 

89.3 

40  -14 

2672 

12.2 

323 

7.20 

4 

2.40 

9.1 

543 

517 

DeSoto 

89.1 

20 14—  5'/s 

1078 

5.5 

60 

1.44 

8 

1.00 

9.2 

544 

839 

Bell  &  Howell 

88.8 

25'/2-10'/8 

1878 

5.5 

105 

-5.58 

def 

0.96 

5.1 

545 

292 

Eastern  Air  Lines 

88.5 

15%-  314 

678 

24.9 

152 

1.46 

4 

none 

0.0 

546 

323 

Harnischfeger 

87.7 

26     -  7% 

137s 

8.9 

123 

-0.12 

def 

0.40 

2.9 

547 

759 

Walt  Disney 

87.7 

607.-1974 

3774 

32.3 

1,203 

3.51 

11 

0.72 

1.9 

548 

519 

Crown  Cork  &  Seal 

87.5 

35-14-14% 

287s 

14.9 

420 

4.61 

6 

none 

0.0 

549 

269 

Revlon 

87.4 

59  -235/8 

44% 

33.1 

1,479 

4.45 

10 

1.56 

3.5 

)  550 

* 

Robertshaw  Controls 

87.3 

29  Vi-  9 

16% 

3.9 

65 

2.86 

6 

1.30 

7.8 

551 

160 

Stokely-Van  Camp 

87.3 

37%-137s 

257. 

3.3 

85 

4.08 

6 

1.48 

5.7 

552 

779 

AM  AX 

86.6 

45'/4-19'/8 

3874 

52.8 

2,018 

5.76 

7 

1.80 

4.7 

553 

398 

Consol  Natural  Gas 

86.5 

47'/8-21% 

39% 

19.5 

773 

5.68 

7 

3.00 

7.6 

554 

816 

Alcan  Aluminium 

86.3 

42  —18% 

3774 

40.4 

1,507 

9.07 

4 

2.40 

6.4 

i  555 

471 

Eastern  Gas  &  Fuel 

86.1 

29Vs— 10% 

1974 

21.1 

416 

2.27 

9 

0.92 

4.7 

1  556 

687 

Safeco 

85.8 

38  -14'/4 

35 

19.6 

685 

6.74 

5 

1.80 

5.1 

1  557 

377 

Ward  Foods 

85.3 

12%-  4'/s 

772 

3.9 

29 

1.18 

6 

none 

0.0 

!  558 

219 

Dillon  Companies 

85.2 

0  07/          0  7/ 

1672 

16.1 

266 

1.96 

8 

1  no 

6.0 

j  559 

547 

Jack  Eckerd 

85.0 

33  54  -14  % 

27% 

23.6 

655 

2.58 

1 1 

1.00 

3.6 

560 

683 

Travelers 

84.8 

a  r\  7/     1 0 1  / 
40  78—  19  vs 

367; 

42.3 

1,542 

8.83 

4 

7  no 
2.U8 

C  7 

J.  / 

561 

451 

General  Foods 

84.6 

37  -18% 

33 

49.9 

1,648 

5.40 

6 

2.00 

6.1 

562 

927 

ASARCO 

84.4 

31'/s-12 

257s 

30.2 

758 

7.44 

3 

1.00 

4.0 

563 

489 

nr    1  *_ 

Wm  Wrigley  Jr 

O  A  1 

yO  72  —4 1 78 

*x  0 
o.y 

O  At. 

Q 

O 

a  oa 

4.yo 

0.0 

564 

452 

Intl  Harvester 

84.2 

4572-19  54 

36% 

30.6 

1,113 

9.63 

4 

2.50 

6.9 

565 

760 

Santa  Fe  Industries 

83.6 

55   -24 14 

5072 

28.1 

1,419 

7.24 

7 

"  2.60 

5.1 

566 

859 

Corning  Glass  Works 

83.3 

80  -287s 

55 

17.7 

975 

7.15 

8 

2.12 

3.9 

Gulf  &  Western  Inds 

83.3 

2172-  8'/2 

17 

44.9 

764 

4.62 

4 

0.75 

4.4 

568 

230 

Peavey 

83.2 

24   — 1014 

18% 

5.6 

104 

2.85 

7 

f 

l.UU 

5.4 

.  569 

371 

American  Airlines 

82.9 

1914-  578 

9% 

28.7 

269 

3.01 

3 

0.40 

4.3 

570 

379 

National  Distillers 

82.5 

30%— 13% 

26 

31.1 

809 

4.05 

0 

1.80 

£.  n 
6.9 

571 

581 

Washington  Gas  Light 

82.1 

2772-12 

21% 

4.4 

94 

1.59 

14 

2.40 

11.1 

572 

797 

Allegheny  Ludlum  Inds 

81.8 

28/8—13% 

7  c 

25 

1.0 

1  on 

/  .10 

4 

1.4U 

D.O 

573 

488 

St  Joe  Minerals 

81.2 

50  -177s 

3174 

22.5 

702 

3.80 

8 

1.40 

4.5 

574 

577 

PepsiCo 

80.9 

337s-13% 

2472 

93.3 

2,286 

2.76 

9 

1.14 

4.7 

575 

707 

Getty  Oil 

80.7 

7374-317s 

7172 

82.2 

5,874 

6.36 

11 

1.60 

2.2 

576 

474 

Dayco 

80.6 

1872-  674 

14% 

5.1 

74 

4.41 

3 

0.56 

3.9 

577 

571 

Ideal  Basic  Inds 

80.4 

28  -1114 

2074 

13.2 

274 

4.08 

5 

1.60 

7.7 

578 

757 

Beneficial  Corp 

80.0 

327s-1478 

2474 

22.1 

546 

4.75 

5 

2.00 

8.1 

578 

Manufacturers  National 

80.0 

30%- 13% 

24 

5.0 

121 

6.44 

4 

2.20 

9.2 

580 

330 

Transway  Intl 

79.8 

2978-1274 

23% 

6.5 

153 

4.91 

5 

1.80 

7.7 

*  Not  ranked  last  year, 
def  deficit. 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  In  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

tin 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

581 

* 

Raychem 

79.3% 

53  -14% 

50'/2 

8.5 

$  430 

$  4.04 

13 

$0.36 

0.7% 

582 

580 

Cummins  Engine 

79.2 

58'/2-15'/4 

29  Vh 

8.3 

243 

6.98 

4 

1.80 

6.2 

.•r 

583 

320 

PPG  Industries 

79.1 

Oy  78  — loVs 

29  Va 

61.1 

938 

5. 10 

6 

2.00 

6.8 

584 

664 

Atlantic  Richfield 

79.1 

82   -37  Vi 

SIVa 

114.4 

9,295 

8.52 

10 

2.80 

3.4 

M1 

585 

692 

BancOhio  Corp 

78.9 

2472  — 1U  74 

18  Vi 

O.U 

147 
14/ 

5. 74 

5 

1.40 

7.7 

M 

586 

370 

Strawbridge  &  Clothier 

78.8 

33%-12% 

22 

1.9 

41 

5.84 

4 

1.40 

6.4 

- 

587 

591 

Brown  Group 

78.6 

30  -13% 

25 

7.3 

182 

5.23 

5 

2.00 

8.0 

& 

588 

317 

Pennwalt 

78.4 

42'/2  —  \7V» 

31 

8.5 

265 

4.87 

6 

2.20 

7.1 

■ 

589 

Pittsburgh  National 

78.4 

A  C  1  /  111/ 

45V2-22,/2 

3  9  Va 

6.1 

241 

7.08 

6 

2.60 

6.6 

590 

993 

NCNB 

78.3 

16V8—  7y8 

13% 

17.1 

228 

2.53 

5 

0.64 

4.8 

V. 

591 

324 

Springs  Mills 

77.8 

207s-  8% 

16 

8.7 

139 

3.98 

4 

1.20 

7.5 

592 

95 

Bird  &  Son 

77.8 

37'/8-  97s 

17  Vz 

4.1 

72 

3.59 

5 

1.60 

9.1 

593 

940 

Rath  Packing 

77.6 

C 1/  1 
074—  2 

A  7/ 

478 

1.2 

6 

—1.25 

aet 

none 

0.0 

594 

635 

Brooklyn  Union  Gas 

77  ry 

77.  L 

25      —  1  1  Vh 

in  v 

2UJ78 

7  »c 
1.0 

154 

3.40 

6 

2.02 

9.9 

595 

565 

Crocker  Natl  Corp 

"7/L  ft 

3537b— 147s 

26  74 

12.5 

335 

8.68 

3 

2.00 

7.5 

596 

500 

Tampa  Electric 

76.3 

1VA-  9'/2 

16% 

15.3 

256 

2.20 

8 

1.44 

8.6 

597 

623 

Exxon 

76.0 

61'/4-32'/2 

567s 

440.3 

25,045 

8.54 

7 

4.40 

7.7 

598 

743 

Columbus  &  So  Ohio 

75.5 

20/8-1278 

21 '72 

16.2 

349 

2.60 

8 

2.32 

10.8 

,» 

599 

372 

Ryan  Homes 

75.3 

255/8— 1  1% 

19'/2 

6.5 

127 

2.96 

7 

1.20 

6.2 

uUU 

A  TO 

478 

NICOR 

7C  A 

75.0 

35  !4— 17V8 

3oy» 

17.7 

543 

4.84 

6 

2.52 

8.2 

i 

600 

893 

Westinghouse  Electric 

75.0 

25    -  9'/4 

17'/2 

85.6 

1,498 

3.63 

5 

0.97 

5.5 

to 

602 

522 

Gas  Service 

74.6 

16  %-  85/s 

14% 

4.2 

61 

2.56 

6 

1.28 

8.8 

603 

568 

Irving  Bank  Corp 

74.5 

101/    1 0  \/ 

38'/2-18  74 

3  2 '72 

8.5 

278 

7.49 

4 

2.44 

7.5 

a 

604 

465 

Deere 

74.2 

411/2  — 17'/4 

3  7  Vh 

60.7 

2,253 

5.21 

7 

1.80 

4.8 

to 

/AC 

7cn 

7bU 

Nalco  Chemical 

72.8 

36V2  — 17 

293/s 

19.9 

583 

3.1 1 

9 

1.36 

4.6 

V 

606 

186 

Allied  Van  Lines 

72.7 

5%-  IVi 

2% 

1.2 

3 

-0.33 

def 

none 

0.0 

«■ 

606 

485 

Munford 

72.7 

14  Vi-  4 'A 

7'/s 

2.1 

15 

0.28 

25 

none 

0.0 

e 

608 

376 

Farmers  Group 

72.5 

jU'/2  — lo  74 

1  C7/ 
23  78 

11  [i 

077 

87/ 

107 

2.8/ 

n 
y 

n  0  a 
U.84 

5.1 

V 

609 

870 

Cl  1  financial 

72.5 

60 '/s  — 26 

53  Va 

in  0 

2U.8 

1,105 

7  in 
7.1V 

7 

7  Cf\ 

2.0U 

A  CI 

17 

/.  in 

American  Intl  Group 

72.4 

62  —30 

57/4 

1 7  c 

2,147 

5.90 

1  n 

n  a  i 
U.42 

n  7 

(I 

611 

512 

Collins  &  Aikman 

72.2 

15  Vt-  4 14 

7% 

12.5 

97 

1.77 

4 

0.72 

9.3 

612 

586 

Edward  Hines  Lumber 

72.1 

26'/4-ll 

I8V2 

1.7 

32 

3.25 

6 

1.00 

5.4 

« 

613 

247 

Stauffer  Chemical 

71  O 

/l.v 

07  in 
If     — 1U 

1  G3/„ 
18/8 

/I  1  Q 

Z.vo 

O 

1  in 

O.U 

$ 

614 

484 

First  Charter  Finl 

71.8 

21  Vi—  85/8 

15 

29.7 

446 

3.21 

5 

0.80 

5.0 

SI 

/  55 

Lincoln  Natl  Corp 

71.7 

48    -23  Va 

41 

22.6 

927 

6.78 

6 

2.80 

6.8 

li 

616 

* 

Amer  Maize-Products 

71.4 

16%-  6'/4 

10% 

4.7 

50 

1.60 

'  7 

0.48 

4.5 

! 

617 

688 

Libbey-Owens-Ford 

71.2 

37%- 13  7s 

23!/4 

11.1 

263 

5.42 

4 

2.35 

9.9 

618 

780 

Cal-Maine  Foods 

71  1 

71.1 

!    —  2  74 

c  1/. 

Z.J 

1 1 

n  on 

u.yu 

none 

u.u 

■ 

619 

304 

Petrie  Stores 

70.8 

49%— 17 

29% 

14.1 

411 

3.42 

9 

1  7C 

1.75 

o.U 

620 

710 

Sperry 

70.8 

52%— 25% 

46  Vi 

35.7 

1,668 

6.97 

7 

1.56 

1  1 
6.6 

621 

306 

Fleming  Companies 

70.7 

23'/2-10% 

17% 

6.3 

110 

2.48 

7 

1.00 

5.7 

622 

694 

Halliburton 

70.4 

84%-38% 

7778 

58.8 

4,579 

6.50 

12 

2.00 

2.6 

623 

630 

Intl  Iel  &  lei 

70.3 

36%— 14% 

2  5 'Tit 

1 13.8 

2,860 

2.82 

9 

2.40 

9.6 

623 

297 

Peoples  Gas 

70.3 

40v2-22y8 

39'/b 

26.7 

1,043 

5.29 

7 

3.00 

7.7 

625 

339 

Malone  &  Hyde 

70.2 

32Vi-16'/2 

28  Vi 

7.3 

208 

2.89 

10 

1.12 

3.9 

626 

316 

Cyclops 

69.6 

297«-10'/8 

21% 

3.0 

65 

7.06 

3 

1.23 

5.7 

627 

495 

Public  Svc  Elec  &  Gas 

69.6 

26 '/8 -12 

19'/2 

67.9 

1,325 

3.02 

6 

2.20 

11.3 

628 

514 

Diamond  Intl 

69.5 

43 '74-22  7s 

37J/s 

12.8 

480 

4.91 

8 

2.20 

5.9 

629 

385 

Celanese 

68.8 

58  —257s 

43% 

14.4 

623 

10.03 

4 

7  in 

7  A 

1 A 

630 

Indianapolis  Pwr  &  Lt 

68.3 

27  -13 

217s 

13.1 

286 

3.61 

6 

2.12 

9.7 

631 

674 

Carolina  Pwr  &  Lt 

67.8 

25%- 11 

18% 

41.2 

752 

3.06 

6 

2.08 

11.4 

632 

271 

CPC  International 

67.4 

58  -32% 

55  Va 

23.8 

1,314 

7.48 

7 

3.00 

5.4 

633 

498 

General  Refractories 

66.7 

14-5 

10 

3.8 

38 

1  7fl 
l./U 

6 

none 

fi  n 
U.U 

633 

417 

NLT 

66.7 

37    -12 'A 

23  '/b 

34.6 

801 

3:74 

6 

1  11 
1.12 

A  O 

4.8 

635 

956 

SEDCO 

66.5 

50  -19% 

477s 

10.3 

494 

0.73 

66 

0.72 

1.5 

636 

711 

Alcoa 

66.1 

6!'/4-27'/8 

49% 

35.1 

1,743 

13.32 

4 

2.80 

5.6 

637 

523 

Union  Camp 

65.0 

677s-2478 

42% 

24.3 

1,038 

6.04 

7 

2.60 

6.1 

638 

579 

W  R  Grace 

64.9 

41'/4-22'/8 

357s 

43.2 

1,551 

4.48 

8 

2.05 

5.7 

• 

639 

680 

Connecticut  General 

64.8 

42%-18% 

34  Vi 

41.3 

1,436 

6.20 

6 

1.32 

3.8 

640 

249 

Anchor  Hocking 

64.7 

217s-  9% 

15% 

10.2 

157 

3.01 

5 

1.20 

7.8 

641 

542 

New  England  G  &  E 

64.3 

187s-  878 

14% 

7.4 

107 

2.72 

5 

1.60 

11.1 

642 

526 

General  Motors 

64.2 

7878-31% 

50'/2 

286.9 

14,487 

12.09 

4 

5.30 

10.5 

643 

397 

Graniteville 

64.2 

17%-  6% 

107s 

4.3 

47 

0.23 

47 

1.00 

9.2 

■ 

644 

437 

Kimberly-Clark 

63.5 

50'/4-24'/4 

40  Va 

23.4 

942 

13.40 

3 

2.88 

7.2 

645 

435 

Tenneco 

63.3 

39%-19V4 

38% 

103.1 

3,956 

5.16 

7 

2.40 

6.3 

'Not  ranked  last  year, 
def  deficit 
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Who's  Where  in  the  Stock  Market 


Five-Tear  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

indicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

646 

255 

J  Weingarten 

63.2% 

9%-  3% 

7!/4 

2.3 

$  18 

$0.62 

13 

none 

0.0% 

647 

916 

Allied  Chemical 

63.0 

51%-27 

46% 

28.8 

1,330 

-0.96 

def 

$2.00 

4.3 

648 

614 

Rochester  Gas  &  Elec 

62.9 

20 %-  9% 

14ft 

15.3 

226 

2.18 

7 

1.48 

10.0 

649 

472 

Merrill  Lynch  &  Co 

62.5 

33%-10'/8 

17% 

36.5 

653 

2.70 

7 

0.96 

5.4 

649 

165 

Talley  Industries 

62.5 

15%-  5 

8% 

4.8 

39 

1.05 

8 

1.00 

12.3 

651 

528 

Wisconsin  Public  Svc 

61.7 

22  -11% 

19 

10.8 

205 

2.83 

7 

1.72 

9.1 

652 

301 

Castle  &  Cooke 

61.6 

21%-  9 

14% 

24.0 

352 

1.78 

8 

0.80 

5.5 

653 

479 

Caterpillar  Tractor 

61.2 

65  -32 

52 '/s 

86.4 

4,504 

7.20 

7 

2.10 

4.0 

654 

* 

Golden  State  Foods 

61.1 

19Vi-  8% 

14'/2 

1.0 

14 

3.04 

5 

0.30 

2.1 

655 

735 

Detroit  Edison 

60.9 

18   -  8% 

127s 

73.8 

950 

1.97 

7 

1.60 

12.4 

656 

616 

Florida  Power  &  Lt 

60.5 

29%- 15  ft 

24% 

40.4 

1,006 

4.06 

6 

2.40 

9.6 

657 

537 

New  England  Electric 

■60.4 

24'/4-13 

20% 

21.3 

431 

3.56 

6 

2.36 

11.7 

658 

674 

Girard 

60.3 

28  -14ft 

23% 

5.1 

118 

5.84 

4 

1.88 

8.1 

659 

863 

Clark  Equipment 

60.3 

46'/2-22% 

36% 

13.1 

485 

7.93 

5 

2.20 

6.0 

660 

321 

Univar 

59.7 

15%-  5% 

10% 

6.5 

66 

1.83 

6 

0.56 

5.5 

661 

625 

Columbia  Gas  System 

59.3 

40  -21% 

35% 

32.6 

1,148 

4.23 

8 

2.44 

6.9 

662 

561 

Georgia-Pacific 

59.1 

37%-15Vi 

24«/2 

98.4 

2,411 

3.18 

8 

1.20 

4.9 

663 

587 

Duke  Power 

58.8 

23'/2-10% 

16% 

78.4 

1,322 

2.85 

6 

1.92 

1 1.4 

664 

547 

General  Tel  &  Elec 

58.5 

33Vi-16% 

26% 

145.3 

3,886 

4.14 

6 

2.72 

10.2 

665 

637 

Hammermill  Paper 

58.3 

26%-12'/s 

19 

7.6 

144 

4.06 

5 

1.50 

7.9 

666 

708 

Hart  Schaffner  &  Marx 

58.2 

16   -  SVi 

10% 

8.4 

91 

2.32 

5 

0.88 

8.1 

667 

192 

Westmoreland  Coal 

58.0 

65l/4-18'/8 

27% 

6.8 

189 

1.18 

24 

1.60 

5.8 

668 

894 

Newmont  Mining 

57.9 

33%-15Vi 

30 

25.0 

749 

5.20 

6 

1.30 

4.3 

669 

483 

Amstar 

57.6 

26  ft -12ft 

20 

8.9 

179 

2.54 

8 

1.35 

6.8 

670 

671 

ENSERCH 

57.1 

28  -13% 

27'/2 

29.6 

815 

2.51 

11 

1.56 

5.7 

670 

621 

So  Carolina  E  &  G 

57.1 

21    -  9ft 

15 '/s 

23.6 

357 

1.84 

8 

1.68 

11.1 

672 

346 

May  Dept  Stores 

56.9 

36  -14ft 

22  ft 

22.6 

514 

4.25 

5 

1.40 

6.2 

673 

602 

BankAmerica  Corp 

56.9 

30%-15% 

25 

146.3 

3,658 

3.92 

6 

1.32 

5.3 

674 

427 

West  Point-Pepperell 

56.7 

42%- 18  ft 

29% 

4.6 

135 

5.66 

5 

2.80 

9.5 

675 

800 

Crown  Zellerbach 

56.5 

49    -24 '/s 

37% 

25.4 

950 

5.68 

7 

2.10 

5.6 

676 

611 

Genuine  Parts 

56.3 

28%-15'/2 

24% 

27.6 

682 

2.25 

11 

0.88 

3.6 

677 

455 

AmeriTrust  Corp 

56.0 

38  -21 

32'/2 

9.2 

299 

5.94 

5 

2.40 

7.4 

678 

555 

Continental  Corp 

55.9 

29%-16'/8 

26  Vi 

53.6 

1,420 

5.37 

5 

2.00 

7.5 

679 

830 

AMF 

55.1 

24%-  9% 

15% 

20.3 

307 

2.56 

6 

1.24 

8.2 

680 

632 

Niagara  Mohawk  Power 

54.7 

17%-  8(4 

12% 

66.8 

827 

2.03 

6 

1.44 

1 1.6 

681 

647 

Laclede  Gas 

54.6 

24'/8-125/8 

19V» 

4.4 

83 

3.75 

5 

1.86 

9.7 

682 

846 

McLean  Trucking 

54.3 

28%-  8 

12  Vi 

5.6 

69 

0.96 

13 

0.64 

5.2 

683 

871 

Pullman 

53.9 

48  -23 

39  % 

11.0 

437 

5.30 

7 

1.80 

4.5 

684 

772 

Clorox 

53.9 

15%-  614 

10 

23.0 

230 

1.70 

6 

0.76 

7.6 

685 

559 

Mellon  National  Corp 

53.7 

31%-18% 

28% 

19.6 

554 

4.75 

6 

1.84 

6.5 

686 

815 

Northwest  Bancorp 

53.7 

29'A-17 

25% 

25.7 

663 

3.92 

7 

1.32 

5.1 

687 

595 

Utah  Power  &  Light 

53.5 

23'/4-ll% 

17% 

35.1 

623 

1.97 

9 

1.76 

9.9 

688 

999 

Commonwealth  Oil  Rfg 

53.3 

12%-  1 

85/8 

15.0 

129 

1.12 

8 

none 

U.U 

689 

844 

Hobart 

53.3 

28  -IIV2 

17% 

11.4 

201 

2.48 

7 

1.20 

6.8 

690 

941 

Nashua 

53.2 

38-9 

27% 

4.6 

127 

5.60 

5 

1.50 

5.5 

691 

776 

Masco 

52.9 

3144-15 

22% 

25.5 

581 

2.69 

8 

0.60 

2.6 

692 

884 

McCormick  &  Co 

52.6 

25%- 11% 

I8V2 

11.4 

210 

1.56 

12 

0.56 

3.0 

693 

799 

AMP 

52.4 

40%-23'/8 

36% 

36.2 

1,315 

3.23 

1 1 

0.76 

1. 1 

694 

490 

Liggett  Group 

52.0 

41  ft -25% 

38% 

8.4 

322 

6.63 

0 

O.D 

695 

818 

Purolator 

51.8 

45Vi— 17% 

26 

4.5 

116 

3.88 

7 

1 

D.Z 

O  /!> 

Southeast  Banking 

51.8 

17    -  9Vi 

13  Vi 

12.3 

167 

2.67 

5 

0.80 

5.9 

Texas  Commerce  Bshs 

51.8 

45'/4-28'/4 

42% 

14.4 

611 

5.40 

8 

1.60 

3.8 

698 

195 

CBS 

51.4 

64ft-28% 

46% 

27.8 

1,289 

6.96 

7 

2.80 

6.0 

699 

824 

ACF  Industries 

51.1 

39ft-22'/8 

33% 

8.8 

291 

5.51 

6 

2.24 

6.7 

700 

549 

Equifax 

51.0 

30'/4-13'/8 

19% 

3.3 

65 

3.28 

6 

2.20 

1 1.2 

701 

415 

Lane  Bryant 

50.8 

23%-  8'/4 

12  Vi 

4.7 

58 

1.98 

6 

1.00 

8.2 

702 

507 

Atlanta  Gas  Light 

50.7 

17'/b-  9Vi 

14  Vs 

4.5 

64 

.  2.61 

5 

1.44 

10.2 

703 

117 

Brock  way  Glass 

50.6 

24%-  8'/2 

13% 

7.4 

101 

1.07 

13 

1.08 

7.9 

704 

218 

Hannaford  Bros 

50.4 

16ft-  7% 

11 

1.3 

14 

2.53 

4 

0.88 

8.0 

705 

782 

Rohr  Industries 

50.0 

197/s-  4 

12% 

5.1 

66 

3.32 

4 

none 

0.0 

706 

738 

Household  Finance 

49.5 

2256-11% 

17% 

46.1 

801 

3.88 

4 

1.55 

8.9 

707 

432 

Marsh  &  McLennan  Cos 

49.4 

72'/i-41 

65% 

13.9 

916 

5.76 

11 

3.60 

5.5 

708 

609 

Central  Tel  &  Utils 

49.2 

28'/4-16»/2 

24% 

24.1 

593 

3.27 

8 

1.84 

7.5 

709 

557 

Baltimore  Gas  &  Elec 

49.2 

28'/2-15'/2 

22% 

31.1 

696 

3.51 

6 

2.44 

10.9 

710 

786 

Northeast  Utilities 

49.0 

12%-  6% 

9Vi 

66.2 

629 

1.36 

7 

1.10 

11.6 

'Not  ranked  last  year, 
def  deficit 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

i  ndicated 

Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

ann  ual 

current 

79 

78 

C  ompun v 

change 

ranee 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

711 

495 

National  Fuel  Gas 

49.0% 

31  -18V4 

27 

5.1 

S  138 

$  4.51 

6 

$2.54 

9.4% 

712 

608 

Olympia  Brewing 

IU  A 

AniA  OlA 
OU  74  —    y  74 

lo/8 

T  A 
l.O 

T  A/1 

Z.o4 

5 

n  on 

u.yu 

6.7 

713 

510 

Norton  Simon 

48.4 

23    -  97s 

14% 

48.4 

708 

2.59 

6 

1.04 

7.1 

714 

706 

Illinois  Tool  Works 

48.2 

30  -17 

25 

12.2 

306 

3.45 

•7- 

LOO 

4.0 

715 

727 

Allied  Products 

48.1 

22 '/i-  9 

191/4 

1.8 

35 

2.06 

9 

0.60 

3.1 

716 

589 

Pacific  Lighting 

47.8 

23 7s -14% 

21  74 

24.0 

511 

3.87 

5 

2.24 

10.5 

717 

575 

United  Telecom 

A7  C. 

Til/,     1  O  IA 
ZI  72  —  11/2 

1  fi  V. 
IB  '8 

A/1  U 

04.  a 

1,ZU/ 

T  7T 

Z.  11 

1 

1  CI 

8.2 

718 

936 

Masonite 

47.5 

30%-1478 

25% 

14.6 

373 

3.49 

7 

1.20 

4.7 

719 

342 

Nash  Finch 

47.4 

16-9 

14 

3.5 

49 

3.34 

4 

1.11 

7.9 

720 

838 

Richardson- Mcrrell 

46.9 

31  -137s 

237s 

23.3 

557 

3.43 

7 

1.20 

5.0 

721 

604 

IBM 

46.7 

80'/2-39% 

61% 

583.5 

35,959 

5.16 

12 

3.44 

5.6 

722 

828 

Square  D 

A  A  A 
4O.0 

7  OTA     1  A  1/ 
Zy  78  — 14/4 

111/ 

11/4 

Tin 

Zo.y 

CA7 

1  1  n 

/ 

1.60 

7.5 

723 

715 

Wetterau 

46.5 

16'/2-  8% 

11 Vl 

7.4 

85 

1.77 

6 

0.70 

6.1 

724 

458 

American  Cyanamid 

46.4 

327a-20s/8 

30% 

47.8 

1,452 

3.49 

9 

1.60 

5.3 

725 

680 

Sunbeam 

45.7 

28  V*  -11  Ye 

17'/s 

14.9 

255 

3.42 

5 

1.50 

8.8 

726 

464 

R  R  Donnelley  &  Sons 

45.7 

33,/4-17'/4 

27'/2 

18.5 

510 

3.28 

8 

1.00 

3.6 

727 

515 

ri  )  rieinz 

4:5.0 

A  A  I A  ICS/, 
44  74—  Ij  /8 

6  1  78 

n  a 
ll.<+ 

old 
Oil) 

3.48 

7 

/ 

Tin 
Z.ZU 

c  0 

D.y 

728 

492 

Briggs  &  Stratton 

45.6 

33%-18'/4 

26/4 

14.5 

387 

3.32 

8 

1.46 

5.5 

729 

606 

B  F  Goodrich 

45.4 

33V8-13  Vi 

19% 

16.4 

322 

5.23 

4 

1.44 

7.3 

730 

717 

Echlin  Manufacturing 

45.4 

21'/2-  8% 

15% 

15.9 

249 

1.50 

10 

0.44 

2.8 

731 

995 

American  Greetings 

45.2 

157s-  6% 

HVi 

13.7 

154 

1.76 

6 

0.52 

4.6 

732 

486 

Dranitr  inti 

43. U 

1  O  SA  C 
lO  78  —  O 

7IA 
/  74 

zu.u 

1  JC 

143 

n  qa 
U.00 

0 
0 

n  on 
U.ZU 

Z.o 

733 

945 

IU  International 

44.9 

15'/8-  8'/2 

12V4 

31.0 

387 

0.22 

57 

0.95 

7.6 

734 

601 

Arizona  Public  Service 

44.8 

21%-1178 

17% 

35.5 

616 

2.74 

6 

2.00 

11.5 

735 

817 

Gulf  Resources  &  Chem 

44.7 

25%-  8'/s 

17 

7.1 

121 

1.68 

10 

0.32 

1.9 

736 

461 

UAL 

44.6 

45,/4-135/8 

20 !4 

29.5 

598 

-1.54 

def 

1.00 

4.9 

737 

494 

Intl  Minerals  &  Chem 

43. v 

Ail/  ir\7/ 

C  C  1/ 
DD  /4 

170 
1  f.y 

An? 

7  T  1 

1 .16 

8 

1  nn 

5.4 

738 

641 

Bank  of  New  York 

43.8 

43  74 -24 '/2 

3478 

6.3 

220 

7.28 

5 

2.72 

7.8 

739 

622 

IN  A 

43.6 

49V4-28 

447s 

25.3 

1,135 

9.25 

5 

3.00 

6.7 

740 

429 

Southern  Calif  Edison 

43.6 

27%- 16  Vi 

25  '/it 

63.5 

1,596 

4.56 

6 

2.72 

10.8 

741 

442 

National  Tea 

43.5 

7  74  -    2  74 

4'h 

10.0 

41 

0.78 

5 

none 

0.0 

742 

670 

Vr  uorp 

Alt 

43.1 

Toy  177/ 

lis  /4— 16  /a 

in  1/ 
ZU  74 

inn 

hit 

ZU/ 

"3  7n 
6.  f\j 

A 
O 

1  An 

7  7 

1.1 

743 

618 

Joy  Manufacturing 

42.9 

507a-21% 

31 

13.0 

403 

3.82 

8 

1.72 

5.5 

744 

731 

Monsanto 

42.3 

100  -41 

58 

36.0 

2,088 

10.02 

6 

3.40 

5.9 

745 

938 

Heublein 

42.2 

59l/4-20'/2 

28% 

21.2 

608 

3.35 

9 

1.66 

5.8 

746 

459 

Armco 

42.1 

27V2-1478 

22  Vi 

44.2 

994 

5.09 

4 

1.50 

6.7 

746 

596 

Beatrice  Foods 

4Z.1 

TQ  1/       1  A  1/ 
ZtV/2  — 14/8 

7ni/ 
1U  At 

OA  3 

1  OCl 

T  AC 
Z.OO 

Q 
O 

1  OA 

I.ZU 

D.y 

746 

823 

Pueblo  International 

42.1 

8%-  2'/s 

3% 

4.5 

15 

0.89 

4 

none 

0.0 

749 

361 

Armstrong  Rubber 

41.8 

34t4-10'/2 

17% 

1.7 

30 

4.39 

4 

1.20 

6.9 

750 

726 

Royal  Crown  Cos 

41.7 

23%-  87s 

12J/4 

8.2 

104 

0.77 

17 

1.04 

8.2 

751 

836 

Burlington  Northern 

41.6 

65  -28% 

56% 

12.6 

711 

10.87 

5 

2.10 

3.7 

751 

777 

St  Regis  Paper 

A  1  A 

41.0 

cm/  101/ 
72  — iy/2 

T  71/ 
Z'  74 

61.1 

0/  / 

4.82 

A 
O 

7  nn 

7  1 

1 .6 

753 

802 

Texaco 

41.3 

32'/8-21'/8 

29 '/2 

271.4 

8,008 

5.44 

5 

2.16 

7.3 

754 

560 

Kaiser  Steel 

41.2 

47'/2-17% 

30 

7.0 

210 

7.65 

4 

none 

0.0 

755 

506 

Philip  Morris 

41.2 

38%-20'/2 

337s 

124.5 

4,218 

3.93 

9 

1.25 

3.7 

756 

813 

Continental  Tel 

40.7 

1778-10 

14'/4 

50.4 

718 

2.14 

7 

1.36 

9.5 

756 

118 

Foodarama  Supermkts 

40.7 

10   —  3  Vi 

4  Vi 

1.3 

6 

1.32 

4 

none 

n  n 
U.U 

758 

820 

Motorola 

40.7 

59  -33% 

48 

31.1 

1,493 

4.88 

10 

1.40 

2.9 

759 

775 

Greyhound 

40.2 

17%-10'/2 

14% 

43.9 

632 

2.49 

6 

1.04 

7.2 

760 

925 

Hanna  Mining 

40.0 

60'/2-24'/2 

35 

8.9 

311 

6.08 

6 

2.00 

5.7 

761 

660 

Long  Island  Lighting 

39.5 

20V8-10VR 

14% 

59.9 

846 

2.46 

6 

1.78 

12.6 

762 

718 

Delmarva  Power  &  Lt 

39.2 

15    —  9 

127s 

23.9 

307 

1.85 

y 

1  10 
1.60 

1  n  7 

763 

811 

McDonald's 

39.2 

66   -26  Vi 

407s 

40.2 

1,643 

4.53 

9 

0.56 

1.4 

764 

834 

General  Electric 

39.0 

59Vi-32% 

46% 

226.5 

10,504 

6,11 

8 

2.80 

6.0 

765 

433 

Bristol-Myers 

38.5 

4178-23'/4 

34% 

■  65.4 

2,265 

3.41 

10 

1.44 

4.2 

766 

939 

Sybron 

38.4 

24,/4-12'/2 

17'/8 

9.5 

163 

2.11 

8 

1.08 

6.3 

767 

695 

Warnaco 

38.3 

13 'A-  5'/4 

978 

3.9 

38 

2.79 

4 

0.60 

6.1 

768 

744 

Philadelphia  Natl 

38.2 

35  -20% 

28  Vi 

5.8 

166 

6.68 

4 

2.64 

9.3 

769 

476 

Alexander  &  Baldwin 

38.1 

28'/8-125/8 

23  Vs 

9.1 

209 

2.68 

9 

1.30 

5.6 

770 

666 

N  Y  State  Elec  &  Gas 

37.7 

21'/4-ll'/8 

15% 

25.9 

398 

2.63 

6 

1.76 

11.4 

771 

697 

No  States  Power 

37.5 

30'/2-1578 

22 

30.2 

665 

3.52 

6 

2.28 

10.4 

772 

819 

Avon  Products 

37.4 

63  -2778 

39'/2 

60.1 

2,376 

4.17 

9 

2.80 

7.1 

773 

873 

Carter  Hawley  Hale 

37.1 

267s- 13 'A 

18 

24.7 

444 

2.56 

7 

1.10 

6.1 

774 

313 

Pittston 

37.1 

47  -16 

23/4 

37.5 

890 

1.94 

12 

1.20 

5.1 

775 

447 

Amfac 

36.8 

25l/4-13 

21% 

12.4 

265 

4.53 

5 

1.20 

5.6 

*  Not  ranked  last  year, 
def  deficit 


252 


FORBES,  [ANUARY  7,  1980 


  H  "Si 


Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12  month 

price/ 

indicated 

jRank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

1  79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

1  776 

709 

Maytag 

36.6% 

39  -19% 

2678 

13.3 

$  349 

$  3.20 

8 

$2.15 

8.2% 

777 

584 

Western  Air  Lines 

36.2 

14%-  5% 

8 

13.0 

104 

2.09 

4 

0.40 

5.0 

778 

Kentucky  Utilities 

36.1 

25  Vi- 13  Vi 

187s 

9.7 

178 

2.86 

6 

2.04 

ll. I 

779 

658 

San  Diego  Gas  &  Elec 

35.8 

16%- 10 

13  74 

30.9 

424 

1.63 

8 

1.52 

ll. I 

"80 

792 

Baxter  Travenol  Labs 

35.8 

51%-287t 

4672 

33.8 

1,573 

3.30 

14 

0.50 

l.l 

781 

835 

Mercantile  Stores 

35.7 

641/i-28'/2 

39 

5.9 

230 

7.04 

6 

1.00 

2.6 

782 

Deluxe  Check  Printers 

35.1 

36'/2-20'/4 

3274 

11.4 

375 

3.13 

10 

1.32 

4.0 

783 

921 

Envirotech 

35.0 

42%-  8% 

1372 

4.5 

61 

1.23 

11 

1.00 

7.4 

784 

674 

Va  Electric  &  Power 

34.9 

15  Vi-  8% 

117s 

85.9 

956 

1.70 

7 

1.40 

12.6 

785 

534 

Lubrizol 

34.7 

C  f\  XI  111; 

59%-27  Vi 

527b 

19.8 

1,047 

4.37 

12 

1.60 

3.0 

786 

698 

Jewel  Companies 

34.5 

27  -167a 

23% 

11.2 

261 

4.12 

6. 

1.68 

7.2 

787 

470 

Southwestern  Pub  Svc 

34.3 

16    -  9% 

1274 

25.9 

318 

1.50 

8 

1.28 

10.4 

788 

829 

Emerson  Electric 

34.2 

41 1/2-23  Vi 

3278 

58.8 

1,932 

3.37 

10 

1.60 

4.9 

1  789 

409 

Air  Prods  &  Chems 

33.8 

40%- 21 

3074 

28.3 

855 

3.45 

9 

0.80 

2.6 

1  789 

729 

G  C  Murphy 

33.8 

23%-10'/4 

13% 

3.9 

53 

1.31 

10 

1.28 

9.6 

791 

979 

GATX 

33.3 

46  -22'/. 

36 

12.0 

432 

5.44 

7 

2.00 

5.6 

791 

957 

Hoover  Co 

33.3 

19%-  87s 

12 

12.1 

145 

3.07 

4 

0.92 

7.7 

793 

848 

St  Paul  Companies 

33.0 

41%-22  Vi 

3774 

21.0 

.  781 

7.51 

5 

2.00 

5.4 

1  794 

634 

Winn-Dixie  Stores 

32.7 

34*/4-207b 

27% 

26.9 

736 

3.38 

8 

1.68 

6.1 

795 

756 

Southern  Company 

31.9 

18    -  8V2 

11% 

144.9 

1,649 

1.36 

8 

1.54 

13. 5 

t  796 

849 

Texas  Instruments 

31.7 

12974-61 

8974 

22.8 

2,032 

7.29 

12 

2.00 

2.2 

707 

841 

Kane-Miller 

31.5 

13!/4-  5'/4 

7% 

3.7 

29 

0.23 

33 

0.28 

3.7 

798 

831 

Pacific  Pwr  &  Lt 

31.3 

24 'A -14% 

18% 

37.6 

692 

2.40 

8 

1.92 

10.4 

799 

491 

GAF 

31.0 

17%-  77s 

972 

13.3 

126 

2.06 

5 

0.68 

7.2 

i  800 

Minnesota  Gas 

31.0 

257s-167s 

217s 

4.0 

83 

4.37 

5 

1.94 

9.2 

1  801 

617 

Scott  Paper 

30.7 

247«-12 

1672 

38.9 

642 

3.58 

5 

0.92 

5.6 

i  802 

947 

Chase  Manhattan 

30.6 

4378-24*4 

3574 

32.1 

1,130 

8.31 

4 

2.40 

6.8 

1  803 

736 

Boston  Edison 

30.1 

28%-15'/2 

20 

13!5 

271 

3.51 

6 

2.44 

12.2 

1  804 

201 

Jim  Walter 

29.4 

A  A  \  /  1^1/ 

44  Vt -22  Vi 

29  Vi 

15.9 

474' 

5.65 

5 

1.80 

6.1 

805 

843 

E  I  du  Pont 

29.3 

53  74-29 

3974 

144.7 

5,752 

6.52 

6 

2.75 

6.9 

806 

896 

Coca  Cola  Bottling  NY 

29.0 

10'/2-  4% 

67s 

19.3 

119 

0.71 

9 

0.44 

7.2 

807 

801 

Central  Illinois  Lt 

28.9 

1974-117. 

1472 

10.5 

152 

2.39 

6 

1.70 

11.7 

808 

325 

Pioneer  Hi-Bred  Intl 

28.7 

25  54—15 

23% 

15.9 

372 

2.47 

9 

0.84 

3.6 

809 

644 

Delta  Air  Lines 

28.6 

58  -25% 

37% 

19.9 

748 

5.86 

6 

1.20 

3.2 

810 

899 

Southern  Pacific 

27.8 

OOI/       1  A  7/ 

38  /s -24  78 

33% 

26.9 

899 

6.56 

5 

2.60 

7.8 

811 

733 

Phila  Electric 

27.6 

21l/4-lll/S 

137s 

81.8 

1,135 

1.92 

7 

1.80 

13.0 

812 

284 

Interlake 

27.5 

4272-18 

2478 

6.0 

144 

5.81 

4 

2.20 

9.1 

813 

888 

Polaroid 

27.5 

6074-15 

23  Vi 

32.9 

780 

1.54 

15 

1.00 

4.2 

814 

798 

Ohio  Edison 

27.4 

1  iy  111/ 

2172-12V8 

1578 

58.7 

888 

1.56 

10 

1.76 

11.6 

815 

773 

Central  111  Pub  Svc 

27.0 

167s-  9% 

1 1  Vi 

23.5 

276 

1.96 

6 

1.36 

11.6 

815 

• 

Wisconsin  Pwr  &  Lt 

27.0 

23  -14'/« 

17% 

11.1 

195 

2.53 

7 

1.84 

10.4 

817 

540 

Kraft 

26.9 

51  -34 

4474 

27.9 

1,236 

7.35 

6 

3.20 

7.2 

818 

755 

Gamble  Skogmo 

26.6 

ft  1  /      1  r\  1  / 

3974-1974 

25 

4.0 

101 

5.23 

5 

1.50 

6.0 

819 

729 

Brunswick 

26.4 

18  Vi-  9 

1 1% 

20.0 

227 

2.25 

5 

0.80 

7.0 

820 

573 

J  P  Stevens 

26.4 

247s—  978 

1372 

12.9 

174 

3.38 

4 

1.20 

8.9 

821 

636 

Union  Electric 

26.3 

1674-  9% 

12 

52.4 

629 

1.76 

7 

1.44 

12.0 

822 

854 

Bankers  Trust  NY 

26.2 

4878-25% 

3974 

10,8 

429 

8.61 

5 

3.30 

8.3 

823 

662 

Houston  Industries 

26.0 

367s— 18 

1 0 1/ 
2 8  72 

1  m  a 
1,U10 

a  on 

O 

l.OO 

Q  1 
O.O 

824 

814 

Signode 

25.9 

/111/      1  C  1  / 

42  Vi -25  72 

33% 

7.9 

26} 

6 

1  "71 

825 

667 

Kellwood 

25.9 

2372—  678 

872 

3.5 

—0.41 

del 

n  on 
U.oU 

O  A 

826 

640 

National-Standard 

25.8 

2378-11% 

14 

4.1 

58 

3.14 

4 

1.24 

8.9 

827 

536 

Wisconsin  Gas 

25.7J 

2578-1572 

21% 

4.1 

87 

3.60 

6 

2.04 

9.5 

828 

897 

Central  Soya 

25.0 

18  -10 

1272 

14.4 

180 

l.LO 

✓ 
0 

U.84 

0./ 

828 

851 

First  Intl  Bshs 

25.0 

4274-2774 

35 

19.8 

693 

4.63 

8 

1.50 

4.3 

830 

705 

Southern  Railway 

24.6 

62  Vi-40 

5374 

15.1 

805 

10.27 

5 

o.ZU 

6.U 

831 

880 

Squibb 

24.4 

4172-21% 

3574 

45.5 

1,628 

2.64 

14 

1.14 

3.2 

832 

994 

Tesoro  Petroleum 

24.1 

20%-  6% 

18 

12.3 

222 

4.03 

4 

none 

0.0 

833 

Kansas  City  Pwr  &  Lt 

24.0 

32%-187e 

2374 

11.6 

270 

3.36 

7 

2.66 

11.4 

834 

627 

Pac  Gamble  Robinson 

23.8 

27  -15 

1872 

1.9 

35 

3.53 

5 

1.50 

8.1 

835 

543 

Am  Natural  Resources 

23.6 

4772-29% 

43% 

22.1 

968 

4.35 

10 

3.20 

7.3 

836 

810 

American  Petrofina 

23.4 

38%-22% 

35 

10.7 

376 

8.03 

4 

2.50 

7.1 

837 

525 

Esmark 

23.3 

42  -1974 

2772 

20.2 

556 

4.27 

6 

1.84 

6.7 

838 

535 

Kellogg 

23.0 

2874-14 

1874 

76.4 

1,433 

2.08 

9 

1.32 

7.0 

839 

923 

Hiram  Walker 

22.9 

4472-2278 

43% 

17.2 

751 

5.63 

8 

2.80 

6.4 

840 

593 

Fairmont  Foods 

22.9 

17-8 

107. 

4.4 

47 

1.07 

10 

0.76 

7.1 

'Not  ranked  last  year.  tFour  year  price  change 
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Who's  Where  in  the  Stock  Market 


Five-Tear  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5  ear 

1975-79 

shares 

market 

19  mnnth 
l^-llllilllll 

price 

innirat  1  ■  c  1 
1  1  i  U 1 L  J  I cU 

Rank 

price' 

price 

recen  t 

ounlJlllliil^ 

earnings 

earnings 

annual 

current 

la 

70 

v.  uiupdii y 

c  han^e 

range 

price 

i  m i  1 1  ■  rtncl 
niii  11 1 

{  m •11  i/inci 
^1111 11 IU11S  / 

nor  tnirp 
pel  audit: 

ratio 

dividend 

yield 

■c 

841 

558 

Potomac  Elec  Power 

22.8% 

16%- 10 

12  Vn 

41.1 

$  498 

$  1.68 

7 

$1.40 

11.5% 

Mi 

842 

805 

Whirlpool 

22.7 

34Vi-15'/8 

18'/4 

36.2 

660 

2.82 

6 

1.40 

7.7 

*: 

843 

778 

A  in  i»n  r*»n  F1p<"*  P/iu/or 

r\  in  entail  cut  ruwci 

22.6 

/4  —  I*+  /4 

17% 

1 19  9 

2  113 

2  24 

g 

9  99 

19  6 

844 

473 

DUIUCI1 

22.2 

24  Vi 

31.1 

770 

4  38 

1  82 

7  4 

1 

845 

638 

Q  < i  \J  jj  it>  f  n  a  1 1  n H  TV>  1 
J\t  IUKW  LlIt,ldHU  lt_l 

21.9 

41    —28  Vs 

34  Vh 

12  2 

418 

5  62 

o.ou 

in  ^ 

846 

769 

Allegheny  Power 

21.6 

'22%-12% 

15  Vi 

39.7 

615 

2.31 

7 

1.80 

11.6 

847 

905 

Coca-Cola 

21.2 

47y8-26ya 

32'/s 

123.6 

3,969 

3.34 

10 

1.96 

6.1 

■ 

848 

795 

Mnrfnllr       Wpctprn  Rv 
.ximuiJK.  oc  vvcsiciii  rv y 

20.9 

37  -20 

243/s 

31.2 

761 

5.67 

4 

1  92 

7.9 

849 

424 

R  I  RpvnnlHc  InHc 

i\  f  ntyiiuius  iiiuo 

20.5 

35%-24'/4 

31% 

101.1 

3,190 

5.21 

2.10 

6.7 

| 

850 

613 

t  .  i  ■  n  pm  1  W  1 1 1  c 

VJCllCldl  J Till 13 

20.4 

Jj  /B —  i,\J  /4 

24  Vs 

50.3 

1  225 

2.91 

g 

1.32 

5.4 

■ 

851 

746 

Chemical  New  York 

20.2 

47V8-26 

35 

14.9 

522 

8.06 

4 

3.16 

9.0 

852 

501 

Amencan  Tel  &  Tel 

19.9 

✓  C  ^/        A  A  XI 

65%-44Vi 

53  Vi 

686.7 

36,736 

7.95 

7 

5.00 

9.3 

853 

400 

Innnc  M  invil  p 

|  UlllI9-iVlclIIVIHC 

19.9 

38'/4-19 

23  yg 

22.0 

515 

4.77 

5 

1.92 

8.2 

854 

842 

Pfizer 

19.8 

39V4_23% 

39y8 

73.0 

2  874 

3.24 

12 

1.32 

3  4 

855 

651 

Pa  Pnwpr  &  T  ipht 

l  a  L  U  "  CI    V*   1^1  ELI  1  I 

19.5 

25|/8_isy8 

18% 

39.9 

733 

3.37 

2.04 

1 1.1 

856 

719 

Longs  Drug  Stores 

19.2 

41'/2-20% 

26 

10.5 

273 

2.43 

11 

0.76 

2.9 

857 

793 

Duquesne  Light 

19.0 

21 '/»  — 12'/s 

14'/s 

31.8 

448 

1.56 

9 

1.80 

12.7 

858 

748 

M  a n ii f a ptn rprc  Hannvpr 
ItlallUldLllilcls  ndilUVCi 

18.9 

fl  /fl  —  /4 

30  Vh 

33.2 

1.016 

6.26 

2.28 

7.4 

. 

859 

866 

v>IIC9CUIUUCII  runu  9 

18.6 

\J<J  ft  —  lO  i i 

21% 

32.2 

705 

2.47 

9 

1.08 

4.9 

859 

603 

Harris  RunLrn rn 

18.6 

3  9 '/a- 22 '/« 

J7  rn      (MsCi  'B 

26  V* 

6.8 

178 

4.25 

2  00 

7.6 

_ 

861 

789 

J  Ray  McDermott 

18.4 

31'/2-14T/„ 

23% 

32.2 

766 

0.13 

— 

1.20 

5.1 

1 

862 

610 

MAP  CO 

18.3 

50'/8-26l/4 

33 '/8 

18.8 

624 

3.71 

9 

1.40 

4.2 

863 

900 

A  rri pr  Wocnital  Snnnlv 
/lUlcl  1 1  UaUlldl    j  U  yJy  I  y 

18.0 

3,8i/,_99 

OO  /2  —  ^2. 

30y8 

37.3 

1  134 

2.69 

1 1 

0.80 

2.6 

■ 

864 

950 

Hsrnharh  Xj   \l 1 hit i' 

17.8 

39   — 19'/4 

23  V* 

3.3 

77 

3.93 

1.40 

6.1 

865 

503 

Mu7Pnc  Illinmc 

17.8 

31%— 16 

19% 

28.4 

565 

4.39 

5 

1.26 

6.3 

866 

412 

American  Can 

17.2 

43%-28 

34 

19.3 

657 

6.48 

5 

2.80 

8.2 

867 

727 

Genesco 

16.7 

9    -  2% 

3% 

12.6 

44 

0.54 

6 

none 

0.0 

868 

650 

Punltp  Sprvipp  Inniana 
r  UUHL  ijCIVItc  lilUldlld 

16.5 

3I%-19% 

0 1  /  8  — 1~  /8 

23 

29.6 

681 

3.75 

5 

2.32 

10.1 

869 

887 

\  II It If! r 

16.4 

46'/4-26 

371/, 

12.4 

462 

7.60 

5 

2.40 

6.4 

870 

752 

finrinnatt      Xa  F 

V,  1 11  i.  1 1 1 1  la  11   VT   SJK  1— 

16.4 

95y._14Vi 

16% 

26.8 

453 

2.67 

6 

1.96 

1 1.6 

871 

895 

Marine  Midland  Banks 

16.2 

20%-  8V4 

17 

12.5 

212 

2.80 

6 

0.80 

4.7 

872 

926 

Akzona 

15.9 

25Vi-10'/2 

1 1% 

12.2 

145 

1.98 

6 

0.80 

6.7 

873 

477 

FnrH  Mntnr 
ruiu  jtiuivii 

15.6 

5iy«-95% 

30y8 

120.1 

3  708 

12.45 

2 

4.00 

13.0 

874 

856 

nt  1  an  Fnrwi^ 

15.6 

9'/2-  3'/2 

454 

4.3 

21 

0.78 

5 

0.05 

1.1 

875 

909 

rhamninn  Qnark  Pino 

15.3 

14y8_  9 

103/s 

38.1 

396 

1.49 

7 

0.80 

7.7 

876 

907 

Seagram 

15.2 

42'/4-19'A 

37 

35.1 

1,298 

3.06 

12 

1.10 

3.0 

877 

686 

Pacific  Gas  &  Elec 

14.9 

25'/2-18'/8 

23 '/s 

113.0 

2,613 

3.81 

6 

2.44 

10.6 

878 

882 

DULyi  US  £IIC 

14.7 

30'/i— 14 

19y2 

20.4 

398 

2.93 

7 

0.88 

4.5 

879 

975 

14.6 

R7yR_40'A 

59 

80.5 

4,752 

6.62 

9 

2.40 

4.1 

880 

970 

C,  D  Searle 

V_7    1 J  JtflilC 

14.6 

25  Vi-lOys 

15  Vi 

52.6 

829 

1.57 

10 

0.52 

3.3 

881 

354 

Reichhold  Chemicals 

14.5 

20'/8-10 

u% 

6.9 

82 

1.01 

12 

0.74 

6.2 

882 

682 

Marshall  Field 

13.7 

35'/4-15'/2 

18  y8 

10.3 

191 

2.24 

8 

1.24 

6.7 

883 

913 

Fir<t  Natl  Rnctnn 

13.7 

33 '/i— 19 

28 

12.3 

345 

6.51 

4 

2.20 

7.9 

884 

785 

T  n L'pnc  Ctpp] 

13.3 

19  -lO'/s 

12  Vi 

5.2 

66 

1.51 

g 

0.96 

7.5 

885 

811 

!_/ d  >  IU1I  (Unci  Ov  Llj^lli 

13.3 

223/s— 12 

13% 

23.4 

324 

1.94 

7 

1.74 

12.5' 

886 

826 

Toledo  Edison 

12.4 

27'/8-16% 

18'/8 

17.8 

324 

2.83 

6 

2.20 

12.1 

887 

612 

Republic  Steel 

12.2 

40%-21'/4 

25  Vt 

16.2 

409 

9.28 

3 

2.35 

9.3 

888 

878 

A  m pn pan  F  Ynrpcc 

t\  1 11  c  1 1 1_  d  1  1  L.,\L»lc;95 

11.5 

45    -24  Vi 

29 

71.3 

2,067 

4.80 

6 

1.80 

6.2 

889 

901 

rtllil  L/IAlC  II1U9 

10.3 

67s-  2 'A 

3y8 

5.3 

21 

0.74 

0.0 

son 

9in 

Pirct  Rqnir  Qi'ctorr) 

niai  DdiiK  jy&iciu 

9.8 

to  /4 — OO  /4 

36V2 

15.0 

546 

6.83 

2.04 

5.6 

891 

968 

Fedders 

8.7 

9%-  27/s 

3'/« 

11.1 

35 

-0.49 

def 

none 

0.0 

892 

766 

Becton,  Dickinson 

8.6 

427/8-25'/2 

297/s 

19.9 

595 

3.01 

10 

0.92 

3.1 

893 

942 

OnaLpr  CfatP  Oil 
VJUdKcI   3  Idle  V/ll 

ft  5 

21    — lO'A 

14  Vi 

21  7 

320 

1.65 

9 

0.80 

5.4 

894 

716 

Dow  ChenucaJ 

7  j 

J  /  /4 — 2.2, 

90 5/* 
2.7  /a 

1S1  4 

101."+ 

5  375 

4-0! 

7 

1.60 

5.4 

895 

23 

itpl 

llCl 

7.7 

3  71/,  31/. 
O  1  ll  —   O  /4 

O  /2 

11  7 

41 

—3.51 

def 

none 

0.0 

896 

919 

CFS  Continental 

7.6 

18 '/s-  7 

8% 

5.3 

47 

1.52 

6 

0.34 

3.8 

896 

Kansas  Power  &  Light 

7.6 

23y8-15'/s 

17  Vi 

12.6 

224 

2.79 

6 

1.96 

1 1.0 

898 

652 

Public  Service  Colo 

7.2 

20'/4-12'/4 

13 

32.1 

417 

1.40 

9 

1.60 

12.3 

899 

929 

Great  Atl  &  Pac  Tea 

6.8 

15%-  5 

7% 

24.9 

196 

-1.18 

def 

none 

0.0 

900 

890 

Emery  Air  Freight 

6.7 

28'/4-13% 

17% 

15.7 

281 

1.51 

12 

1.00 

5.6 

901 

Louisville  Gas  &  Elec 

6.6 

27'/2-17'/4 

18% 

10.3 

187 

2.27 

8 

2.06 

11.4 

902 

740 

Illinois  Power 

6.6 

28%-17>/2 

18l/» 

28.8 

525 

2.64 

7 

2.28 

12.5 

903 

Amdahl 

6.5t 

71V2-ll1/s 

20% 

13.4 

277 

1.89 

11 

0.40 

1.9 

904 

762 

General  Reinsurance 

6.4 

104    -64 '/2 

92 

10.9 

1,003 

11.27 

8 

2.00 

2.2 

905 

912 

Texasgulf 

6.3 

37%-15'/8 

27i/2 

31.6 

869 

2.85 

10 

1.20 

4.4 

*Not  ranked  last  year  tThree  year  price  change, 
def  deficit 
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Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price) 

indicated 

I  Rank 

price 

price 

recent 

outstanding 

value 

earnings 

earnings 

annual 

current 

79 

78 

Company 

change 

range 

price 

(millions) 

(millions) 

per  share 

ratio 

dividend 

yield 

906 

837 

Minn  Mining  &  Mfg 

6.2% 

68  -43 

49 

117.6 

$5,760 

$  5.42 

9 

$2.40 

4.9% 

I  907 

868 

K  mart 

6.2 

43  Vi-20% 

23  Vi 

122.8 

2,887 

2.96 

8 

0.84 

3.6 

i  908 

794 

Burlington  Inds 

5.9 

34  -14% 

153/s 

28.0 

437 

2.73 

6 

1.40 

9.0 

i  909 

569 

M  Lowenstein 

5.6 

19%-  8% 

9'/2 

3.3 

32 

0.47 

20 

none 

0.0 

I  910 

892 

Weyerhaeuser 

5.5 

49%-20  « 

28% 

124.7 

3,602 

4.24 

7 

1.30 

4.5 

|  911 

657 

Savannah  Foods 

5.4 

21    -13  Vi 

15  72 

1.9 

29 

2.75 

6 

1.40 

9.0 

912 

* 

Portland  Genl  Elec 

4.9 

2114-12% 

13% 

31.2 

417 

1.43 

9 

i.70 

12.7 

;  913 

867 

Merck 

4.7 

O  C  1/      »  7  1/ 

85  Vi— 47% 

69  72 

75.4 

5,238 

4.93 

14 

2.30 

3.3 

1  914 

905 

ARA  Services 

4.6 

^nv  111/ 

OU%-3278 

34 

9.9 

336 

5.23 

7 

1.82 

5.4 

I  915 

445 

Continental  Group 

1  o 

17^/  111/ 

6/Vs— 22% 

27 

32.7 

883 

4.17 

6 

2.40 

8.9 

i  916 

787 

Jefferson-Pilot 

3.0 

38'/4-24% 

30 

22.6 

678 

4.17 

7 

1.20 

4.0 

917 

598 

Campbell  Soup 

2.7 

39%-27% 

28  'A 

33.1 

935 

4.08 

7 

1.90 

6.7 

[  918 

790 

Cleveland  tlec  ilium 

2.7 

23%-15'/2 

16 

40.7 

651 

2.36 

7 

1.92 

12.0 

1  919 

762 

Chessie  System 

2.3 

/111/  1/17/ 

4.3 '/a— 24/8 

27% 

19.9 

545 

6.20 

4 

2.32 

8.5 

919 

530 

Northern  Trust 

2.3 

42'/2—  29 

32% 

4.8 

157 

5.72 

6 

2.20 

6.7 

1  921 

954 

Black  &  Decker 

1.8 

3  6'/. -14 '4 

21% 

42.0 

898 

2.25 

10 

0.68 

3.2 

922 

847 

International  Paper 

1.4 

79Vi-34% 

36 'A 

47.9 

1,738 

11.97 

3 

2.20 

6.1 

923 

783 

vjUIi  Mates  uuis 

1.2 

lev  im/ 

lD%— 1U  78 

1  r\7/ 

38.5 

418 

1  ^  1 
1.06 

7 

1.36 

12.5 

924 

633 

Wisconsin  Elec  Power 

1.1 

511/  111/ 

61 74— 11  V» 

22% 

18.7 

427 

3.78 

6 

2.38 

10.4 

925 

626 

Safeway  Stores 

1.1 

525/8— 34  78 

34% 

26.1 

911 

5.92 

6 

2.60 

7.5 

926 

537 

Liquid  Air  of  No  Amer 

1.0} 

35  -21% 

24 '/2 

10.2 

250 

2.31 

11 

1.40 

57 

927 

745 

Middle  South  Utils 

1.0 

!7%-12% 

13 

85.0 

1,105 

2.39 

5 

1.58 

12.2 

928 

864 

Mallinckrodt 

0.8 

CI  1/      1/C  1/ 

5274-2674 

31 

9.4 

291 

4.31 

7 

1.20 

3.9 

929 

875 

Associated  Dry  Goods 

0.7 

40   — 15  % 

18 

13.5 

243 

3.16 

6 

1.50 

8.3 

930 

569 

Federated  Dept  Stores 

0.5 

60    —25  % 

26 

48.3 

1,256 

4.10 

6 

1.70 

6.5 

931 

886 

Burroughs 

0.3 

110'/4-54l/2 

75% 

41.1 

3,111 

6.95 

11 

2.20 

2.9 

932 

976 

CBI  Industries 

-0.4 

45»/i-2i 

33% 

18.2 

612 

2.83 

12 

1.20 

3.6 

933 

885 

Gillette 

-0.5 

007/  111/ 
38/8—21 74 

2  5  74 

30.2 

7£1 

762 

3.66 

7 

1.72 

6.8 

934 

723 

Chic  Pneumatic  Tool 

—1.1 

1  C  1/  111/ 

35  74-2172 

23  74 

4.9 

1 14 

4.70 

5 

2.00 

8.6 

935 

809 

Mohasco 

—1.5 

25    —  778 

872 

6.6 

56 

1.00 

9 

0.90 

10.6 

936 

877 

Trans  Union 

-3.1 

397i-2474 

31 

12.1 

375 

4.32 

7 

2.36 

7.6 

937 

669 

Outboard  Marine 

-3.4 

3672-10% 

10% 

8.4 

90 

2.00 

5 

0.70 

6.5 

938 

840 

t             J  .  I . .  m  ■  '11.. 

Avondale  Mills 

—3.8 

29'/4—16 

16 

2.0 

33 

1.24 

13 

1.20 

7.5 

939 

998 

citizens  &  joutnern  i\is 

A  ft 

— 4.U 

Q  A 
0     —  4 

0 

Zo.o 

1/6 

n  &a 

0 
y 

n  ia 
U.24 

a  n 
4.U 

939 

769 

Pamida 

A  A 

fl  1/        1  7A 

yVi—  278 

1 
0 

0  1 
y.o 

1Q 

28 

— U.Uo 

del 

none 

U.U 

941 

845 

Lowe's  Companies 

-4.1 

33%-16'/8 

17'/4 

13.0 

231 

1.85 

10 

0.50 

2.8 

942 

803 

Goldblatt  Brothers 

-4.6 

6Vl-  IVl 

25/8 

3.0 

8 

-0.52 

def 

none 

0.0 

943 

788 

Ceco 

—5.1 

19%—  9% 

11s/ 

1 178 

6.0 

1 0 
is 

6A1 

1 
0 

n  7c 

c  c 

O.D 

944 

827 

risner  roods 

—5.3 

I0/8—  /'/» 

y 

0.2 

DO 

n  1  c 

del 

U.4U 

A  A 

4.4 

945 

774 

No  Indiana  Pub  Svc 

-5.3 

21  74  — 13 

13% 

32.7 

438 

1. 90 

7 

1.50 

1 1.2 

946 

529 

Inland  Steel 

-5.5 

58%-29'/4 

30  'A 

20.5 

619 

7.42 

4 

2.80 

9.3 

947 

874 

Roadway  Express 

-5.5 

48'/8-21'/2 

24  Vi 

19.6 

486 

2.63 

9 

0.80 

3.2 

948 

741 

Commonwealth  Edison 

—5.6 

011/      1 07/„ 
61  74—  ly  78 

1 1 
11 

OO.  D 

l.oi/ 

z.yy 

7 

11  A 
1Z.4 

949 

914 

Economics  Laboratory 

—6.3 

35  —18% 

in/ 

2272 

1  1  Z 

LO.D 

5133 

2.oU 

1  C\ 

1U 

1.04 

A 

4.0 

950 

722 

Seaboard  Coast  Line 

—6.6 

1  o  1  /  177/ 

o978  — 1/  78 

l<£  s/ 
2o% 

14. o 

1  tin 

0  in 

•3 
0 

L.LKj 

O  1 
O.O 

951 

639 

Union  Carbide 

-6.7 

76Vi-33% 

38% 

65.6 

2,535 

8.45 

5 

3.00 

7.8 

952 

624 

Goodyear 

-6.8 

28%- 11% 

12 

71.6 

859 

2.28 

5 

1.30 

10.8 

953 

973 

Rohm  &  Haas 

-7.6 

86'/2— 28 

42  Vi 

12.9 

553 

7.00 

0 

2.00 

A  7 
4.  / 

954 

960 

Zenith  Radio 

—8.5 

/IflV  Ol/ 

4U%—  974 

y% 

to  0 

lo.o 

1  77 

1    1 A 

1.14 

Q 
O 

n  An 
U.oU 

A.  A 
0.4 

955 

833 

Wheeling-Pitts  Steel 

—9.9 

31%—  8 

1  £ 
lo 

6.6 

61 

14.09 

1 
1 

none 

n  n 
U.U 

956 

991 

Intl  Foodservice 

-10.0 

3%-  1 

l'/s 

3.0 

3 

-3.22 

def 

none 

0.0 

957 

739 

Central  &  South  West 

-10.2 

18'/8-12% 

13  Vi 

70.8 

938 

2.28 

6 

1.42 

10.7 

958 

935 

Eli  Lilly 

-10.3 

70 1/  n  5/ 
7  V  74— o2% 

/;  1 

61 

72.9 

4,444 

4.44 

14 

1  in 

1  A 
0.4 

959 

908 

Upjohn 

—10.4 

DO     —  6U 

43% 

2y.  / 

A  C7 
4.0  / 

Q 

y 

1  Si 
O.tS 

960 

702 

Standard  Brands 

—11.0 

AC\W.  111/. 

4U  %— 21/4 

16/% 

TO  1 

lo.l 

0  OA 
Z.V4 

0 
0 

1 .48 

O.Z 

961 

737 

Ralston  Purina 

-11.4 

18'/4-10 

11 

107.9 

1,187 

1.19 

9 

0.58 

5.3 

962 

917 

Chrysler 

-12.1 

22%-  6'/s 

6% 

65.7 

419 

-10.80 

def 

none 

0.0 

963 

768 

Texas  Utilities 

-12.3 

25'/4-16!/4 

18'/4 

86.3 

1,619 

2.51 

7 

1.64 

8.7 

964 

891 

J  P  Morgan  &  Co 

-12.6 

71  -39% 

45  Vi 

38.7 

1,749 

7.13 

6 

2.50 

5.5 

965 

691 

Fedl  Natl  Mortgage 

-12.9 

19%-12 

16 

57.8 

925 

3.09 

5 

1.28 

8.0 

966 

721 

Procter  &  Gamble 

-13.2 

1 00 '/4- 70 'A 

70% 

82.6 

5,841 

7.22 

10 

3.40 

4.8 

967 

946 

First  Chicago  Corp 

-13.8 

27'/4-14% 

14% 

39.6 

590 

3.20 

5 

1.20 

8.1 

968 

122 

Fleetwood  Enterprises 

-13.9 

20%-  7 

7V, 

11.4 

88 

1.39 

6 

0.52 

6.7 

969 

978 

Inco  Ltd 

-14.0 

37  -13% 

I8V2 

74.8 

1,383 

0.81 

23 

0.40 

2.2 

970 

971 

Phelps  Dodge 

-14.5 

45Vi-17% 

25 

20.7 

517 

3.61 

7 

1.20 

4.8 

'Not  ranked  last  year,  t Four-year  price  change, 
def  deficit. 


DRBES,  IANUARY  7,  1980 


255 


Who's  Where  in  the  Stock  Market 


Five- Year  Change  in  Consumer  Price  Index:  45.0% 


total 

latest 

5-year 

1975-79 

shares 

market 

12-month 

price/ 

1  [l  ii  1  c  1 1  ( ( I 

1 11U1V.U  iv-U 

Rank 

price   J  * 

recent 

outstandi  ng 

value 

VmI  1 1  1 1 1  1^  ^ 

1  ■  1  r  1 1  i  n i'*, 

Col  111  1 J  L,  i 

i  nnnal 

(11111  Ual 

c  urren  t 

79 

78 

Company 

change 

price 

(millions) 

(millions) 

per  share 

Hi  viHpnH 

yield 

971 

881 

Johnson  &  Johnson 

-14.7% 

99,/4-62'/h 

69 

61.1 

$4,215 

$  5.64 

12 

$2.00 

2.9% 

972 

Wachovia  Corp 

— 15.5t 

23    —15 'A 

17% 

11.9 

21 1 

2.72 

7 

0.86 

4.8 

973 

701 

National  Steel 

-15.9 

52%-27 

27  Vi 

19.3 

537 

7.43 

4 

2.60 

9.4 

974 

961 

Kerr-M.cGee 

-16.1 

95'/8-39% 

60 

25.9 

1,552 

6.17 

10 

1.55 

2.6 

975 

879 

American  Home  Products 

-16.5 

43% -24% 

27  Vi 

155.7 

4,321 

2.44 

1 1 

1.60 

5.8 

976 

858 

Anheuser-Busch  Cos 

-16.7 

39V»-17'/2 

20 

45.1 

903 

2.65 

8 

0.96 

4.8 

977 

672 

Carnation 

-17.3 

41'/2-21% 

23% 

37.3 

868 

3.61 

6 

1.50 

6.5 

978 

903 

Liberty  Natl  Life 

-18.0 

30Vi-19% 

22  Vi 

19.0 

431 

3.16 

7 

1.20 

5.3 

979 

923 

Bethlehem  Steel 

-18.1 

48  -18V* 

20% 

43.7 

890 

7.13 

3 

1.60 

7.9 

980 

856 

Capital  Holding  Corp 

-19.1 

28%-17'/8 

19% 

28.8 

565 

2.88 

7 

1.08 

5.5 

981 

872 

LTV 

-19.7 

19%-  5lA 

7Vh 

24.3 

173 

3.80 

2 

none 

0.0 

982 

969 

Hercules 

—20.3 

38  VH  —  llVa 

\9Vh 

42.4 

811 

3.86 

5 

1.10 

5.8 

983 

977 

Williams  Companies 

-21.5 

37%- 14 

25% 

27.1 

695 

1.64 

16 

1.00 

3.9 

984 

987 

Avery  International 

-21.7 

38Vi-12% 

17% 

9.0 

159 

2.46 

7 

0.60 

3  4 

985 

928 

Intl  Flavors  &  Frag 

-22.2 

35'/8-18% 

19Vi 

36.7 

706 

1.67 

12 

0.80 

4:2 

986 

958 

Eastman  Kodak 

-22.3 

120'/4-41'/8 

48% 

161.4 

7,888 

6.43 

8 

2.90 

 1 

5.9 

987 

808 

Sambo's  Restaurants 

-23.0 

27-5 

5% 

12.8 

75 

-3.89 

der 

none 

0.0 

988 

966 

Colonial  Penn  Group 

-24.2 

41  !4-18 

18% 

16.1 

302 

4.48 

4 

1.40 

7.5 

989 

952 

Sears  Roebuck 

-24.4 

39%-17Vi 

18% 

318.5 

5,813 

2.71 

7 

1.28 

7.0 

990 

948 

Sterling  Drug 

-24.6 

25'/2-12'/4 

18 

60.2 

1,084 

1.81 

10 

0.84 

4.7 

991 

992 

First  Penna  Corp 

-24.8 

22   -  9'/4 

10% 

15.4 

158 

1.50 

7 

0.44 

4.3 

992 

720 

red-Mart 

-25.3 

111/     1  r\  1  / 
22  Vz-lU'n 

14 

2.2 

31 

-5.54 

det 

none 

0.0 

993 

860 

Oklahoma  Gas  &  Elec 

-25.5 

25'/8-13'/8 

I31/2 

29.7 

401 

1.27 

11 

1.60 

11.9 

994 

963 

Ingersoll-Rand 

-25.9 

951/2-441/4 

49  Vi 

19.0 

934 

7.18 

7 

3.16 

6.4 

995 

546 

Northwestern  Steel 

-26.4 

46   -22  Vi 

25  Va 

7.5 

189 

5.10 

5 

1.80 

7.2 

996 

944 

Citicorp 

-26.9 

39  -18% 

20% 

123.0 

2,553 

4.04 

5 

1.30 

6.3 

997 

898 

Warner-Lambert 

-26.9 

38  V2  —  17% 

19 

79.6 

1,512 

2.04 

9 

1.32 

6.9 

998 

980 

Food  Fair 

-27.3 

7%-  l5/8 

3 

7.4 

22 

NA 

none 

0.0 

999 

747 

United  States  Steel 

-27.5 

59%- 18 

18% 

86.1 

1,582 

4.24 

4 

1.60 

8.7 

1000 

914 

Sherwin-  W  illiams 

-28.9 

48  Vi-19% 

25% 

4.7 

118 

1.85 

14 

0.60 

2.4 

1001 

518 

Culbro 

-28.9 

23%-  6% 

7% 

3.2 

24 

-2.22 

def 

none 

0.0 

1002 

974 

J  C  Penney 

-30.0 

63  Vi -2474 

25'/s 

69.1 

1,737 

3.61 

7 

1.76 

7.0 

1003 

985 

DEKALB  AgResearch 

-30.1 

45%-16V4 

25 

12.0 

306 

2.99 

9 

0.72 

2.8 

1004 

981 

Walter  E  Heller  Intl 

-30.3 

34  _i5i/2 

19% 

11.7 

232 

3.27 

6 

1.20 

6.0 

1005 

990 

Singer 

-30.4 

26  -  7% 

g 

16.6 

133 

-5.38 

def 

none 

0.0 

1006 

865 

Armstrong  Cork 

-30.7 

32%-14% 

16'/s 

25.7 

415 

2.56 

6 

1.10 

6.8 

1007 

943 

Pabst  Brewing 

-31.1 

34  vi-lO  %i 

11% 

8.6 

97 

1.27 

9 

0.40 

3.5 

1008 

967 

A  H  Robins 

-31.1 

15  Vi-  8% 

9V» 

26.1 

238 

1.06 

9 

0.40 

4.4 

1009 

955 

Kennecott  Copper 

-31.8 

41  -1878 

24% 

33.2 

817 

2.54 

10 

1.40 

5.7 

1010 

953 

Moore  Corp 

-31.9 

51'/4-23l/2 

27Vi 

28.0 

778 

3.63 

g 

1.44 

5.2 

1011 

653 

General  Public  Utils 

-32.1 

21%-  7'/e 

7>/» 

61.3 

437 

1.90 

4 

1.00 

14.0 

1012 

545 

Yellow  Freight  System 

-32.9 

46  -14% 

14'/4 

14.3 

204 

1.85 

8 

0.76 

5.3 

1013 

696 

Kerr  Glass  M.fg 

-33.01 

22    -  8% 

8% 

4.0 

35 

1.76 

5 

0.44 

5.0 

1014 

853 

White  Motor 

-33.3 

15%-  3% 

5 

9.3 

47 

2.28 

2 

none 

0.0 

1015 

712 

Skyline 

-34.4 

26   -  9 'A 

10  Vi 

11.2 

121 

1.04 

10 

0.48 

4.5 

1016 

951 

Massey-Ferguson 

-36.1 

32%-  8 

8% 

18.3 

157 

-8.35 

def 

none 

0.0 

1017 

731 

Firestone 

-38.3 

26   -  8'/s 

8Vi 

57.7 

476 

-0.86 

del 

0.60 

7.3 

1018 

889 

Uniroyal 

-40.0 

11%-  3Vi 

3% 

26.6 

100 

-0.25 

def 

none 

0.0 

1019 

781 

Keystone  Consolidated 

-40.2 

22 '/a-  9 

9'/8 

1.9 

17 

-0.19 

def 

none 

0.0 

1020 

918 

McLouth  Steel 

-40.2 

23  Vi-  7yg 

g 

5.5 

44 

2.95 

3 

none 

0.0 

1021 

996 

Fidelcor 

^»0.7 

27    -  914 

11'k 

4.9 

55 

-1.15 

def 

0.24 

2.2 

1022 

1002 

Jos  Schlitz  Brewing 

—41.7 

30'/8-  77s 

8% 

29.1 

254 

-0.24 

def 

none 

0.0 

1023 

883 

Colgate-Palmolive 

-42.5 

34%-13Vi 

13  % 

81.9 

1,136 

2.24 

6 

1.08 

7.8 

1024 

986 

Schering-Plough 

^*4.8 

67% -26% 

29 

53.6 

1,554 

A:  03 

7 

1.44 

5.0 

1025 

919 

Champion  Home 

-47.1 

6%-  Vi 

l'/s 

35.4 

40 

-0.03 

def 

none 

0.0 

1026 

1003 

GEICO 

49.5 

28%-  2'/s 

11% 

14.4 

168 

3.50 

3 

0.40 

3.4 

Uli  f 

"01 

Adolph  Coors 

jj/2-1  1  74 

12-78 

Z.  1  1 

£. 
D 

U.Z.i 

1028 

984 

United  Metch  &  Mfrs 

-55.1 

18 '/e-  VA 

5% 

5.9 

33 

1.97 

3 

none 

0.0 

1029 

972 

Franklin  Mint 

-55.1 

35%-  5% 

7!4 

8.4 

60 

1.87 

4 

0.40 

5.6 

1030 

1001 

Allied  Supermarkets 

-61.1 

6   -  !4 

•  % 

5.2 

5 

-6.02 

def 

none 

0.0 

1031 

1000 

Chicago  Rock  Island 

-71.6 

9%-  1% 

2% 

2.9 

8 

-24.69 

def 

none 

0.0 

Cross  &  Trecker 

0.0 

25'/2-14'/4 

25 

8.2 

204 

3.22 

8 

0.80 

3.2 

First  Natl  Supermkts 

0.0 

14    -  4% 

4'/4 

4.1 

18 

0.86 

5 

0.02 

0.5 

Oxford  Industries 

0.0 

12%-  7 

10'/2 

3.0 

31 

2.21 

5 

0.68 

6.5 

Toys  "R"  Us 

0.0 

30%-  8 

28 '/» 

8.9 

251 

2.13 

13 

none 

0.0 

*Not  ranked  last  year  tThree-vear  price  change  tFour-year  price  change 
def  deficit  NA  Not  available 


256 


FORBES,  IANUARY  7,  198G 


^ICOR  IS 
DIL  AND  GAS 
EXPLORATION 

DEVELOPMENT 


NICOR  had  about  $300  million  invested 
|>y  year-end  in  oil  and  gas  operations. 

jrhese  expenditures  place  us  among  the 
larger  independent  oil  and  gas  companies 
[n  the  U.S.  with  interests  in  25  states 
ind  Canada.  Areas  where  our  subsidiaries 
own  interests  in  30,000  leases  and 
barticipated  in  the  drilling  of  approxi- 
mately 450  wells  during  1979. 

Dne  of  our  subsidiaries,  NICOR 
pxploration,  recently  purchased 
70,000  net  acres  of  leases  in  north- 
western Oklahoma,  Kansas  and  Texas. 
Leases  that  contain  a  number  of  good 
bil  and  gas  prospects . . .  including 
;;ome  already  under  development. 

In  addition,  we  have  extensive 
^interests  in  the  deeper  part  of  the 
j  Anadarko  Basin  in  Oklahoma,  the 

Williston  Basin  in  North  Dakota 
land  along  the  Texas  and 
SLouisiana  Gulf  Coast  both 
Jonshore  and  offshore. 


Still  another  subsidiary  is  participating 
in  the  development  of  a  significant  gas- 
condensate  discovery  in  Texas  state 
waters  near  Corpus  Christi. 

And  these  interests  are  beginning  to 
pay  off  as  our  energy  reserves  of  both 
oil  and  gas  continue  to  increase. 

NICOR  continues  expansion  and 
growth  in  other  energy  areas  as  well. 
Like  natural  gas  distribution;  coal 
leasing,  mining  and  gasification; 

contract  drilling  for  oil  and  gas 
operators;  marine  transportation 
and  repair;  and  other  mineral 
exploration.  That's  why  we're 
known  as  "The  Basic  Energy 
Company." 

NICOR 

The  Basic  Energy  Company 


Forbes 
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Arms 
and  the 
Ayatollah 


Even  if  thkre  had  been  no  ongoing 
pleasantness  in  Iran,  chances  were  gc  \ 
for  a  significant  increase  in  U.S.  defei 
spending  in  the  years  ahead.  The  (  ar 
Administration's  politicking  to  win  S 
ate  approval  of  the  SALT  treaty  seen 
to  assure  it.  But  with  the  taking  of  h 
tages  at  the  U.S.  embassy,  the  politics 
the  defense  budget  have  altered 
foundly.  Questions  of  strategic  balan 
and  prospects  of  nuclear  holocaust  stri  r 
many  people  as  remote,  abstract — sorr|:oii 
thing  for  the  experts  to  worry  abo 
however  cosmic  the  stakes.  Questions 
what  to  do  about  U.S.  citizens'  bei 
bound  and  at  the  mercy  of  a  mob  stri 
more  people  quite  another  way.  It  mi 
not  be  cosmic,  but  it  is  something,  poli 
cally,  far  worse — an  insult.  Everyo 
knows  how  to  deal  with  an  insult. 

Thanks  to  Ayatollah  Khomeini's  oi 
rages,  the  size  of  the  increase  in  defer 
spending  now  under  discussion — som 
where  between  $20  billion  and  $40 
lion — is  more  than  "significant."  Cor|ipn 
ing  at  a  time  when  the  economy  remai: 
wracked  by  inflation  even  as  activi 
slows,  an  increase  in  defense  spending 
that  magnitude  could  have  the  most  sei  ires 
ous  consequences. 

Granted,  even  a  decision  tomorrow  jilt 
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Inflation,  recession  and  profits 


Rapid  inflation  wiped  out  much  of  the  gain  in  corporate  profits  as  reported  in  recent 
years.  But  inflation  adjustments  next  year,  when  profits  are  likely  to  be  sharply 
lower,  will  have  a  different  effect.  If  the  recession  should  slow  the  inflation  rate,  as 
seems  likely,  the  drop  in  reported  profits  will  be  less  severe  in  constant  dollars. 


Profits  ($  Billions  — seasonally  adjusted) 


Profits  ($  Billions) 


GNP  |$  Billi 


120 


120 


110 


100 


Profits  before  and 
after  inflation 


no 


100 


Profits  and  GNP 


90 


90 


80 


80 


GNP  (current  dollars)  - 


71         '72        73        74       75        76         77        78        79  "80 


*  Estimated  by  Mellon  Bank  t  Assumes  reinvestment  of  dividends  and  interest  and  allows  for  changes  in  securities  prices. 
Sources:  Profits  and  GNP — Dept.  of  Commerce,  stock  prices  and  total  stock  return— SePP  s  500.  Total  bond  return — Salomon  Brothers 
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ur  new  billions  into  defense  could  not 
ve  a  direct  effect  on  the  economy  in 
i  next  12  months.  It  takes  time  to 
ink  up  programs  of  any  size.  But  there 
11  be  economic  effects,  all  the  same, 
en  before  a  single  added  defense  dollar 
spent.  Businessmen  with  plausible 
pes  of  getting  new  military  orders  will 
!id  to  hold  onto  staff  that  might  other- 
se  have  been  let  go  in  a  recessionary 
□nomy.  They  will  tend  to  follow 
rough  with  capital  spending  programs 
at  might  otherwise  have  been 
atched  or  at  least  deferred.  Thus,  the 
ospect  of  big  increases  in  defense 
ending  must  raise  new  doubts  about 
w  effectively  the  government  can  slow 
wn  the  rate  of  inflation. 
The  Ayatollah's  mischief  had  already 
mpounded  U.S.  inflation  problems,  of 
urse,  in  its  impact  on  energy  supplies, 
ven  the  present  level  of  U.S.  economic 
tivity,  world  demand  would  not  ordi- 
jily  be  brisk  enough  to  enable  the  oil- 
porting  nations  to  make  their  latest 
ice  boosts  quite  so  big  or  quite  so  easy 
make  stick.  But  cutbacks  in  the  flow 
oil  from  Iran  only  added  to  the  already 
vesome  power  of  the  exporters.  The 
gher  cost  of  crude  will  remorselessly 
ork  its  way  into  higher  prices  on  every 


The  Economy 


refined  product  and  derivative. 

All  in  all,  prospects  for  slowing  the 
U.S.  inflation  rate  in  1980  are  clearly 
worse  because  of  the  mindlessness  in 
Iran.  The  day  before  the  U.S.  embassy 
was  seized,  there  were  plausible  hopes 
for  slowing  inflation  from  the  present 
13%  annual  rate  to  perhaps  8% .  There  is 
still  reason  to  think  it  will  slow,  but  with 
defense  spending  certain  to  rise  along 
with  oil  prices,  not  by  much. 

Corporate  earnings  will  be  hurt  in 
1980  in  two  ways.  Decisions  to  maintain 
staff  and  capital  spending  in  a  year  when 
business  in  hand  isn't  all  that  good  will 
obviously  hurt.  Worse  still,  inflation  has 
a  devastating  effect  on  the  value  of  prof- 
its. Reported  earnings  have  a  false  glow 
from  wage  contracts  negotiated  and 
plants  built  in  earlier,  better  days.  Ex- 
press the  same  profits  in  terms  of  how 
much  it  would  cost  to  turn  out  the  same 
product  based  on  today's  charges  and,  as 
the  first  chart  below  shows,  the  pattern 
changes  dramatically.  Profits  adjusted  for 
inflation  have  been  relatively  steady 
since  1975,  even  though  gross  national 


product  and  reported  profits  have  been 
rising.  In  current  dollars,  the  country  has 
been  experiencing  an  unprecedented  eco- 
nomic expansion.  Adjust  for  inflation 
and  we  have  been  going  nowhere. 

The  stock  market  looks  surprisingly 
open-minded  about  inflation.  The  third 
chart  reveals  a  close  correlation  between 
the  market  and  the  trend  of  inflation- 
adjusted  earnings  until  1979,  when  the 
Standard  &  Poor's  index  of  the  price  of 
500  stocks  was  markedly  stronger  than 
profits.  But  the  divergence  is  explainable 
by  investor  expectations.  They  thought 
inflation  would  moderate.  In  fact,  infla- 
tion was  so  high  it  cut  deeply  into  adjust- 
ed profits. 

Investors  are  not  likely  to  be  fooled 
again  quickly.  Early  in  the  year,  most  of 
them  are  likely  to  retain  a  "show  me" 
attitude  toward  anti-inflation  efforts.  But 
as  high  interest  rates  do  their  work  and 
business  does  slacken,  they  may  be  will- 
ing to  accept  the  possibility  of  a  slight 
reduction  in  the  inflation  rate. 

When  that  happens,  the  stock  market 
could  be  off  and  flying.  If  the  market 
could  rise  when  adjusted  profits  were 
skidding,  consider  what  could  happen  to 
share  prices  if  inflation  actually  began  to 
moderate — even  if  only  a  little.  ■ 
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This  is  not  necessarily  a  time  for  gloom,  but 
it  is  a  time  for  protecting  ones  flanks. 

A  YEAR  TO  BE 
CAREFUL 


By  Ben  Weberman 


Chastened  by  the 
misfiring  of  my  pre- 
dictions during  so 
much  of  1979,  I  en- 
ter 1980  with  a  deep 
sense  of  caution. 
From  a  purely  eco- 
nomic point  of 
view,  there  is  every 
reason  to  believe 
that  today's  interest 
rates  are  freakishly  high  and  represent 
a  real  bargain.  But  economics  cannot 
deal  with  Khomeini  and  the  sinister 
forces  behind  him,  nor  does  it  account 
for  the  madness  of  the  environmental 
extremists  who  are  blocking  action 
on  the  energy  front.  This  is  not  neces- 
sarily a  time  for  gloom,  but  it  is  most 
certainly  a  time  for  protecting  one's 
flanks. 

A  new  factor  in  the  increasingly 
complex  interest-rate  equation  is  the 
impending  U.S.  military  buildup, 
which  has  been  accelerated  by  the 
banditry  in  Iran.  "The  actual  higher 
spending  probably  won't  take  place 
until  1981,"  says  Willis  J.  Wynn, 
president  of  the  Cleveland  Federal  Re- 
serve Bank,  "but  the  expectational  ef- 
fects will  be  felt  sooner."  Wynn  points 
out  that  business  is  heading  down  on 
a  modest  slope.  In  the  normal  course 
of  events  this  would  soon  take  inter- 
est rates  down  with  it.  Anticipating 
big  military  orders,  however,  busi- 
nesses may  delay  cutting  back  and 
thus  cushion  the  downturn. 

The  prospects  remain  for  a  moder- 
ate recession,  nevertheless,  and  my 
own  feeling  is  that  short-term  interest 
rates  should  come  drifting  down  mod- 
estly in  the  first  half  of  1980,  perhaps 
down  to  10%  from  the  current  12%- 
plus,  but  that  long-term  rates  will  con- 
tinue to  hover  around  the  highs  that 
have  existed  since  last  November.  In 

Ben  Weberman  is  economics  editor  of  Forbes 
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other  words,  I  expect  the  interest  rate 
curve  to  flatten. 

Here's  how  the  curve  looks  now: 

Three-month,  six-month  and  one- 
year  Treasury  bills  carry  bond  equiv- 
alent returns  of  12.7%,  12.9%  and 
12.1%.  The  one-  to  two-year  Treasury 
maturities  range  downward  from 
12.1%  to  11.5%. 

Beyond  two  years,  the  rates  of  re- 
turn on  Treasuries  are  almost  level, 
regardless  of  maturity.  A  three-year 
note  yields  10.5%  and  a  30-year  bond 
yields  10.2%.  The  curve  is  inverted.  It 
is  the  opposite  of  the  usual  shape, 
which  has  lowest  yields  on  shortest 
maturities  and  highest,  most  gener- 
ous, returns  on  longest  due  dates. 

For  those  of  my  readers  who  are  not 
familiar  with  money  market  jargon, 
I'll  say  a  few  words  about  the  yield 
curve.  It  normally  slopes  upward  sim- 
ply because  it  is  logical  for  long-term 
bonds  to  pay  higher  interest  rates 
than  short-term  bonds;  the  farther 
away  the  maturity  the  greater  the  ex- 
posure to  unforeseeable  risks.  In  1966, 
Standard  Oil  of  Indiana  sold  a  long- 
term  debenture  at  an  unprecedented 
6%  yield.  Investors  thought  they  were 
getting  a  great  bargain,  a  rate  never  to 
be  seen  again.  It  is  now  an  embarrass- 
ment that  portfolio  managers  prefer 
to  push  under  the  rug.  Similar  quality 
corporates  yield  10.8%  today. 

So,  why  is  the  curve  inverted  to- 
day? Why  do  short-term  securities 
now  yield  more  than  long-term 
bonds — even  though  the  long-term 
bonds  carry  the  kind  of  unforeseeable 
risks  that  afflicted  those  old  Standard 
of  Indiana  bonds? 

Here's  why:  The  Federal  Reserve 
has  tightened  credit  to  fight  inflation 
by  making  it  expensive  to  borrow  to 
buy  goods  and  services.  The  Fed 
wants  to  moderate  demands.  Its  poli- 
cy actions  are  limited  to  the  short- 
term  market.  Therefore,  short-term 
interest  rates  have  been  driven  to  un- 
precedentedly  high  levels. 

Because  the  yield  curve  will  begin 


resuming  a  more  normal  shape  this 
year,  the  time  is  approaching  to  ex- 
tend the  maturity  of  investments. 
The  popular  six-month  money  mar- 
ket certificates  are  attractive  now  be- 
cause they  carry  a  return  of  11.77%, 
but  I  don't  think  that  those  who  buy 
these  issues  today  will  be  able  to  roll 
them  over  in  six  months  at  a  compa- 
rable yield.  If  six-month  Treasury  bill 
returns  are  down  to  9%  to  10%  by 
June,  the  long-term  yields  will  start 
looking  attractive  by  comparison. 

So,  as  short-term  rates  start  to  de- 
scend, it  will  be  appropriate  to  make 
two-  to  five-year  investments.  In 
June,  it  would  also  be  worthwhile  to 
examine  the  longer-term  sector  to  de- 
cide if  it  is  better  to  give  greater  em- 
phasis to  longer  issues. 

The  taxable  money  market  funds 
continue  to  attract  a  great  deal  of  at- 
tention and  are  worth  considering  for 
a  short-term  purchase  that  can  be  re- 
deemed at  any  time  without  penalty, 
in  contrast  to  the  difficulty  experi- 
enced turning  in  a  deposit  certificate 
early.  Look  carefully  at  the  portfolio  of 
any  fund  you  may  be  selecting.  Many 
funds  are  invested  in  Eurodollar  de- 
posits, some  are  in  deposits  in  inde- 
pendent affiliates  backed  only  by  the 
parent  holding  company  of  U.S. 
banks,  some  are  in  deposits  in  foreign 
banks  not  examined  by  the  Federal 
Reserve  or  other  agencies  and  some 
are  invested  in  commercial  paper. 
Those  12%  yields  look  good — pro- 
vided none  of  the  portfolio  invest- 
ments run  into  repayment  difficulties. 

Those  who  are  in  a  high  tax  bracket 
can  consider  the  Chancellor  Tax- 
Exempt  Daily  Income  Fund.  Earned 
interest  is  reinvested  daily.  Telephone 
withdrawals  can  be  made,  and  bank 
checks  can  even  be  drawn  against  the 
principal. 

Chancellor  now  yields  6.08%, 
which  is  equivalent  to  a  9% -to- 10% 
taxable  return  for  most  taxpayers.  A 
large  part  of  its  portfolio  consists  of 
tax-free  investments  with  an  unusual 
put  option:  These  may  be  sold  back 
to  the'  issuer  without  penalty  if  the 
fund  runs  into  large  amounts  of  re- 
demptions and  must  raise  money  in  a 
hurry.  So  far  the  fund  doesn't  have  to 
worry  about  redemptions.  If  they  do 
appear,  Chancellor  would  be  in  a 
good  position  to  raise  cash  to  pay  off 
redemptions. 

This  is  a  good  time  to  pay  attention 
to  things  like  Chancellor's  redemp- 
tion feature:  As  I  said  at  the  start  of 
my  column,  1980  is  not  a  good  time 
for  rash  investing.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


4,000,000  Shares 

Consumers  Power  Company 

Common  Stock 

( $10  par  value) 


Price  $20%  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORA  TION      MERRILL  L  YNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS    BEAR,  STEARNS  &  CO.    BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DILLON,  READ  &  CO.  INC.      DONALDSON,  LUFKIN  &  JENRETTE      DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABOD Y  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN  SALOMON  BROTHERS 

SHE  ARSON  HA  YDEN  STONE  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURG  PARIBAS  BECKER  WERTHEIM  &  CO.,  INC. 

Incorporated 

DEA  N  WITTER  RE  YNOLDS  INC.  FIRST  OF  MICHIGAN  CORPORA  TION 

December  5, 1979 


WHICH 

NO  LOADS 

(no  broker  fee! 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  a  service  that  tells 
you  what  it  thinks  and  why.  No  doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 

Our  current  issue  Reg.  $4.75 

4*  Bonus  report  No  Load  vs.  Load  Reg.  $3.50 

Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Growth  Fund  Research  Bldg. 
Yreka,  Calif.  96097 


GROWTH 


THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


DIAMOND 
INTERNATIONAL 
CORPORATION 


98th  CONSECUTIVE 
YEAR  OF  DIVIDENDS' 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Dec.  6,  1979,  declared  a 
quarterly  dividend  of  55c  per  share  on  the  Com- 
mon Stock,  and  30c  per  share  on  the  Series  A 
Preferred  Stock,  both  payable  Feb.  1,  1980,  to 
shareholders  of  record  Jan.  2, 1980. 


'Common  Stock 


GEORGE  PASCALE 
Wee  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
NYC.753-8450-1 
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/  just  wonder  how  much  longer  our  gov- 
ernments and  corporations  will  be  able  to 
sell  long-term  bonds  to  investors. 

AND  NOW  THE 
EIGHTIES 


By  Heinz  EL  Biel 


Good  riddance  to 
the  Seventies.  This 
was  a  decade  most 
of  us  are  glad  to  see 
end.  The  Vietnam 
war  came  to  an  in- 
glorious conclusion. 
There  was  Water- 
gate and  a  couple  of 
pretty  bad  bear  mar- 
kets and  business 
recessions.  Inflation  got  out  of  control 
and  the  dollar  went  to  hell  in  a  hand- 
basket.  Oil  imports  became  an  eco- 
nomic as  well  as  a  political  problem, 
and  we  end  this  decade  looking  like 
the  helpless  giant  in  Gulliver's  Travels. 
In  Wall  Street  itself  the  mortality  rate 
was  unbelievably  high,  including  even 
what  used  to  be  some  of  the  most 
prestigious  firms. 

The  Eighties,  we  hope,  can't  possi- 
bly be  that  bad.  With  so  much  experi- 
ence behind  us,  we  should  be  able  to 
do  a  few  things  right — or  at  least  bet- 
ter. Or  is  that  too  much  to  expect? 

The  beginning  of  this  decade  cer- 
tainly does  not  look  auspicious.  The 
omens  are  just  about  as  bad  as  they 
were  at  the  end  of  1969,  if  not  worse. 
This  is  no  longer  the  season  to  be 
jolly.  It  is  damn  serious. and  we  better 
have  no  illusions  about  it. 

Yet,  does  it  really  make  sense  trying 
to  visualize  what  the  Eighties  will  be 
like?  Except  that  it  would  be  helpful  to 
read  next  week's  Wall  Street  Journal 
today,  I  think  we  may  be  better  off 
not  knowing  what  the  future  will 
bring.  Besides,  looking  at  the  yearly 
forecasting  record  of  those  who  are 
being  quoted  as  experts,  what  makes 
us  think  that  they  are  any  better  at 
predicting  the  coming  events  of  an 
entire  decade? 

Abdicating  the  job  of  forecaster 
does  not  mean,  of  course,  that  we 

Heinz  H.  Biel  is  a  rice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


should  not  give  some  thought  to 
how  to  plan  our  affairs  in  the  years 
ahead.  There  are  certain  trends  that 
are  unlikely  to  change  suddenly  or 
end  abruptly.  You  can  put  inflation 
into  that  category. 

There  is  a  contingent  of  us  who 
believe  that  debasing  the  nation's  cur- 
rency is  a  crime  for  which  everyone 
will  have  to  pay  sooner  or  later.  While 
we  who  believe  this  are  wishing  Fed- 
eral Reserve  Chairman  Paul  Volcker 
success  in  his  efforts  to  get  inflation 
under  control  solely  by  monetary 
means,  we  are  keeping  our  fingers 
crossed.  If  we  are  realists  and  are  hon- 
est with  ourselves,  we  know  that  his 
task  is  almost  hopeless. 

So,  let  us  begin  with  the  assump- 
tion that  money  will  continue  gradu- 
ally to  lose  more  and  more  of  its  buying 
power.  It  may  not  always  be  at  two- 
digit  annual  rates,  but  even  if  it  is  just 
7%  or  8%  a  year,  the  value  of  the  dollar 
will  keep  eroding  inexorably.  This  is 
the  key  problem  for  everyone  who 
wants  to  protect  whatever  "wealth" 
he  is  able  to  accumulate  during  his 
working  years.  The  solution  has  not 
been  easy  in  the  past.  It  is  likely  to  be 
even  more  difficult  in  the  future. 

Why?  Because  in  their  eagerness 
to  get  rid  of  their  steadily  depreciat- 
ing money,  people  have  been  buying 
all  sorts  of  things,  driving  up  their 
prices  at  a  far  more  rapid  pace  than 
the  rate  of  inflation.  That  goes  for 
just  about  everything  from  gold  to 
farmland,  from  one-family  houses  to 
big-city  condominiums,  and  for  ev- 
erything that  is  "collectible":  art,  an- 
tiques, vintage  cars,  stamps,  coins — 
you  name  it.  By  any  realistic  stan- 
dard all  these  things  are  grossly  over- 
priced, because  already  included  in 
the  price  is  the  premium  you  pay  for 
the  expectation  of  continuing  infla- 
tion. This  is  the  handicap  you  start 
with  when  buying  what  the  infla- 
tion-wise Germans  call  Sachwerte 
(tangible  assets). 

I  have  written  so  much  and  so  nega- 
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tively  on  bonds  that  I'll  spare  the  read- 
er another  discourse  on  the  subject.  I 
just  wonder  how  much  longer  our 
states,  municipalities  and  corpora- 
tions, as  well  as  the  federal  govern- 
ment, will  be  able  to  sell  long-term 
bonds  to  investors,  mostly  institu- 
tions. Who  would  want  to  buy  them 
at  rates  that  are  lower  than  the  pace  of 
inflation?  And  that  goes  for  home  and 
other  30-year  mortgages,  too.  One  of 
these  days  the  managers  of  pension 
and  insurance  funds  and  of  savings 
institutions  must  wise  up  to  the  sim- 
ple fact  that  this  way  of  investing 
other  people's  money  is  just  plain  bad. 
Maybe  the  jolt  (in  the  bond  market) 
they  got  last  October  has  helped  them 
to  wake  up  and  face  realities. 

You  know,  of  course,  what  I  am 
driving  at:  common  stocks.  I  con- 
cede that  they  have  serious  disad- 
vantages and  many  of  the  most 
widely  held  stocks  have  been  per- 
fectly miserable  inflation  hedges.  But 
at  least  common  stocks  give  the  in- 
vestor a  chance.  Furthermore,  most 
stocks  are  not  overpriced  at  this 
time.  And  finally,  the  liquidity  factor 
of  stocks  is  unmatched  by  any  other 
investment. 

A  maior  reason  why  so  many  of  the 
more  prominent  investment  stocks, 
including  even  IBM,  performed  so  un- 
satisfactorily in  the  market  of  the. 
Seventies  is  that  they  had  been  selling 
at  excessive  premium  prices,  lust  as 
the  "tangible  assets"  mentioned 
above  are  now  anticipating  continued 
inflation,  these  stocks  were  discount- 
ing infinite  growth  with  earnings 
multiples  of  40  or  more.  It  was  inevi- 
table that  the  adjustment  to  more  re- 
alistic P/Es,  which  by  now  seems  pret- 
ty much  completed,  would  have  a 
price-depressing  effect. 

This  issue  of  Forbes  is  the  32nd 
Annual  Report  on  American  Industry. 
Every  year  it  is  an  eye-opener,  a  nec- 
essary and  most  welcome  reminder  of 
the  incredible  diversity  of  the  various 
businesses  that  keep  this  country 
growing  and  prospering — at  least 
most  of  the  time. 

You  can't  just  read  this  issue  like  a 
magazine.  You  have  to  study  it.  That 
takes  time,  but  it's  worth  it.  Look  for 
the  companies  whose  shares  you  own. 
Do  they  come  up  to  your  expectations 
or  don't  they  compare  well  with  their 
peers?  Look  at  the  growth  rate,  the 
profitability,  the  shares'  valuation  in 
the  stock  market.  Keep  it  on  your 
desk,  use  it  for  future  reference.  You 
will  find  it  indispensible,  especially 
for  judging  relative  values.  I  do.  ■ 


TWO 
OF  THE  BEST  WAYS 
TO  GET  TODAY'S 
HIGH  MONEY  MARKET 
YIELDS. 


Call  today  for  a  current  yield  quote  and  application 
or  return  our  coupon  below. 


Fidelity  Daily  ^- 
Income  Trust  v — ^ 
for  larger 
accounts. 


1.  $10,000  minimum 
initial  investment. 

2.  $500  or  more 
additional  invest- 
ment . 

3.  Checkwriting  ($500  minimum). 

4.  Fixed  monthly  service  charge 
( lowers  cost  for  accounts  of 
$10,000  or  more). 


Fidelity  Cash  Reserves 
for  as  little  as  $1,000. 


1.  $1,000  mini- 
mum initial 
investment. 

2.  $250  or  more 
additional 
investment. 

3.  Checkwriting 
($500  minimum). 

4.  No  monthly  service  charge 
(favors  smaller  accounts). 


Call  Free(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 
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FIDELITY  DAILY  INCOME  TRUST 

P.O.  Box  832,  Dept.  J B0 1 0780 
82  Devonshire  St.,  Boston, 
Mass.  02103 

For  more  complete  information, 
including  managemen  t  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


NAME. 


ADDRESS. 
CITY  


JiTATE. 


ZD' 


■    Fidelity  Group 

Over  $S  billion  of  assets  under  management 


"—FIDELITY 
CASH  RESERVES 
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P.O.  Box  832,  Dept.  JB010780 
82  Devonshire  St.,  Boston, 
Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

NAME  


ADDRESS. 
CITY  


^TATE. 


JZIP- 


■    Fidelity  Group 

Over  $5  billion  of  assets  under  management 


FORBES,  JANUARY  7,  1980 


263 


Market  trends 


"Are  you  free  for 
lunch  on  Friday?" 

Check  your  business  appointments  in 
Forbes  1980  Executive  Diary.  You  can  fill 
every  half  hour  from  8  a.m.  until  5:30  p.m. 
and  stay  completely  organized.  Ivory  pages, 
dark  tan  and  gold  binding  make  it  a  hand- 
some ornament  for  your  desk.  Generous 
space,  numerous  reference  and  personal  rec- 
ord tables  make  it  a  practical  tool. 

-  2  pages  to  each  week 

-  record  of  securities  bought  and  sold 

-  interest  tables 

-  statistics  on  top  U.S.  corporations 

-  toll  free  800  phone  directory  and  more 

Price:  1-5  diaries,  $15  each;  6-20  diaries,  $12 
each,-  21  or  more,  $10  each. 

Initials  $1.50  per  diary 

Forbes  Diary 

(att:  Mr.  Ted  York)  60  Fifth  Ave., 
New  York,  NY  10011 

Send  me  1980  Forbes  Diary(ies). 

My  check  for  $  including  appli- 
cable sales  tax*  payable  to  Forbes  Inc.  is 
enclosed. 


D32 


Name 


Address 


City 


State 


Zip 


'Please  add  8%  in  New  York  City,  sales  tax 
elsewhere  in  New  York  State  prescribed  by  law. 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2.000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  for  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)  463-4841 

or  write:  Computer  Capital  Corp. 
Dept  5,  6922  Hollywood  Blvd. 
Los  Angeles,  CA  90028 


American 
Diabetes 
Association 


1L-  M0REM8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


/  want  the  economists  to  be  wrong  some- 
where else,  I  no  longer  welcome  them. 

WHAT'S  AHEAD  IS 
WHAT'S  BEHIND 


By  Martin  T.  Sosnoff 


Looking  back,  1979 
was  the  year  that 
the  economists 
tried  valiantly  to 
bankrupt  me.  The 
consumer  was  all 
loaned  up  and  ready 
to  end  his  buying 
rampage  by  spring- 
time, they  said. 
With  the  economy 
lapsing  into  recession,  interest  rates 
by  autumn  would  take  a  dive  along 
with  the  rate  of  inflation.  Commodity 
prices  were  bound  to  collapse  as  the 
Western  World  coasted  into  reces- 
sion. All  the  oil  stockpiled  here  and 
there  would  overflow  the  storage 
tanks  and  Rotterdam  spot  prices 
would  plunge. 

I  want  the  economists  to  be  wrong 
somewhere  else,  they  are  no  longer 
welcome  at  my  door.  Listening  to 
them,  I  would  have  stocked  long-term 
bonds  before  the  October  crash,  sold 
my  energy  stocks  and  concentrated 
on  interest-sensitive  goods  like 
banks,  utilities  and  construction-re- 
lated paper.  Gold  and  silver  futures 
would  have  been  shorted,  and  I  would 
have  received  my  first  margin  call 
within  24  hours. 

Nobody  tells  you  that  the  things 
that  are  most  difficult  and  outrageous 
to  do  work  out  best,  or  that  what 
appears  to  be  prudent  investment 
practice  can  lose  you  tons  of  money. 
Try  buying  growth  stocks  and  triple-A 
bonds  at  their  highs,  then  hold  them 
for  ten  years,  adjust  for  inflation  and 
you  have  enough  capital  left  to  buy 
yourself  a  nice  watch  for  Christmas. 
The  only  problem  is  that  the  $250 
timepiece  you  coveted  at  Tiffany's  is 
tagged  at  $1,750. 

My  forecasts  of  things  that  are 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


bound  to  happen  this  year  are  trend 
and  direction  stuff,  and  should  not  be 
taken  seriously: 

•  All  the  Iranian  students  in  this 
country  will  be  interned  in  rolling 
boxcars  for  their  physical  safety  and 
be  shuttled  back  and  forth  across  the 
country  until  our  hostages  are  re- 
leased. The  upcoming  defense  budget 
will  rise  sharply  in  the  sector  of  tacti- 
cal weaponry  and  dog-faced  soldiery. 
By  1985  we  will  find  a  reason  to  land 
troops  in  the  Middle  East,  and  the 
Russians  will  cooperate  and  share  in 
the  oil  takedown. 

•  By  the  winter  of  1981,  half  of 
New  England  will  be  polluted  by  the 
smoke  from  woodbuming  stoves. 
Gasoline  will  be  pegged  at  $1.75  a 
gallon  and  nobody  will  care.  Con- 
sumption will  decline  3% .  Oil  will  go 
for  $35  a  barrel  and  as  much  as  we 
conserve,  the  Arabs  will  cut  back  pro- 
duction. So  much  for  conservation! 

•  The  country  yearns  for  a  young, 
appetizing  President.  We  are  tired  of 
being  manipulated  by  sagging  faces. 
There  are  no  answers  to  the  big  ques- 
tions. U.S.  hegemony  in  the  world 
ebbs  for  another  20  years  or  so.  How 
many  Vietnams  can  we  afford?  Don't 
worry,  each  generation  gets  its  own.  If 
the  Republicans  are  smart,  they  will 
nominate  a  Green  Beret  captain  to 
face-off  with  Teddy. 

•  Commodity  markets  bubble  and 
bubble  and  bubble.  After  sugar  goes  to 
a  buck  a  pound,  the  commodity  ex- 
changes will  open  new  contracts  in 
salt  to  be  followed  by  horse  manure 
and  then  dust,  traded  in  100-pound 
bags.  The  open  interest  on  dust  will  be 
low.  Somebody  named  Hunt  will  be 
declared  the  winner  in  silver,  having 
taken  delivery  on  everything  in  sight 
through  1982.  Silver  will  sell  at  $25  an 
ounce,  and  some  analyst  will  note 
that  it's  bearish  for  Eastman  Kodak.  I 
refuse  to  discuss  gold. 

•  A  major  financial  institution  will 
buckle,  a  victim  of  excessive  specula- 
tion in  government  bonds,  Freddie 
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Mac  mortgage  commitments  and  re- 
pudiated loans  in  its  African 
branches.  The  Federal  Reserve  Board 
will  protect  corporate  holders  of  the 
bank's  CDs,  but  shareholders  will  lose 
95%  of  their  capital.  Auditors  will 
find  that  a  dozen  Gates  Lear  jets  were 
used  for  private  parties  by  top  man- 
agement. Nobody  will  care. 

•  The  Posners  and  Saul  Steinberg 
will  form  a  joint  venture  to  take  over  a 
major  natural  resource  giant.  Maybe 
it's  Shell  Oil,  Crown  Zellerbach  or 
Exxon.  First  Boston  and  Goldman, 
Sachs  will  raise  jointly  ten  billion  for 
the  buyout.  Congress  will  reconvene 
and  pass  a  law  limiting  buyouts.  For- 
tune magazine  will  compare  both  men 
with  either  John  D.  Rockefeller  or  Jay 
Gould.  Both  men  will  take  their  com- 
panies private  despite  lengthy  litiga- 
tion. Saul  will  tender  for  the  Chemical 
Bank  on  a  friendly  basis,  but  will  be 
outbid  by  someone  in  Texas  nobody 
has  heard  of. 

•  There  will  be  several  100-million- 
share  days  on  the  Big  Board  and  the 
market  will  fluctuate  more  than  100 
points  over  3  trading  days.  It  will  be 
impossible  to  get  out  or  get  in.  Money 
managers  will  tear  their  hair  out  and 
stay  50%  invested  or  disinvested  for- 
ever. Several  major  banks  will  fire 
their  senior  fixed-income  strategists 
and  reconstitute  their  investment 
committees.  Performance  will  lag  the 
market  indices.  A  major  corporation 
will  take  all  of  its  pension  fund  money 
away  from  the  banks  and  buy  real 
estate,  bonds  and  an  option  on  the 
stock  market  averages  sold  on  the 
New  York  Commodity  Exchange. 

•  A  multibillion  dollar  corporation 
will  issue  bonds  denominated  in  gold 
or  silver  certificates.  Everyone  will 
copy  this  gambit.  There  will  be  a  mor- 
atorium on  precious-metals  trading 
for  two  months  and  200  traders  will 
disappear  in  private  aircraft  that  crash 
in  the  Andes.  Inflation  in  South 
America  will  soar  while  adultery  in 
Beverly  Hills  will  decline  20% . 

•  Of  the  stocks  I  own  (Reliance 
Group,  De  Beers,  Mesa  Petroleum, 
Leasco  and  Sunshine  Mining),  two 
will  advance  50%  or  more,  one  will 
rise  25%  and  two  will  be  even  to 
down.  My  Hungarian  countess  will 
complain  that  I  don't  make  her 
enough  money  in  the  market  to  do 
her  Christmas  shopping  properly.  The 
dogs  will  run  away  with  my  glasses 
and  my  chestnut  gelding  will  remain 
convinced  he  is  much  more  intelli- 
gent than  I  am.  I  shall  have  a  good 
year  and  so  shall  you.  ■ 
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Value  Line  looks  at . . 

Major  Stocks  With 
P/E's  Under  5  And 
Yields  Over  7% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 


The  Value  Line  Investment 


compared  with 


Among  1700  major  stocks  under  its  continuing  review, 
Survey  finds  . . . 

•  259  stocks  are  selling  at  less  than  5  times  estimated  current  earnings 
past  P/E  ratios  up  to  20  times  or  higher.{Value  Line  11/23/79). 

•  144of  these  low-P/E  stocks  also  offer  Appreciation  Potentials  in  the  next  3  to  5  years  of 
more  than  150%  . . .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  (77  offer  long-term  Appreciation  Potentials  of  more  than  200%.) 

•  In  addition,  a  significant  minority  of  these  "combination"  stocks  currently  yield  from  7% 
to  10%,  based  on  our  estimate  of  dividends  in  the  12  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly— Safety.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  . . . 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target" 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago. 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months — including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  15  years  and  estimated  3  to  5  years  ahead.  About  130  new  full-page 
Reports  like  this  are  issued  each  week  .  . .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10 weeks  for  only  $33— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus.  Value  Line's  2400  page 
Investors  Reference  Service  incuding  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bound  for  your  quick  and  easy 
reference. .  and  systematically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  (It  takes  only  30 
seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And — as  an  extra  bonus — you  will  also  receive  Evaluating  Common  Stocks, 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other 
material  under  your  money-back  guarantee. 
This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation— and  to  pinpoint  the  current  list  of  low-P/E  "combination"  stocks 
referred  to  above— mail  the  coupon  today. 


ITh«i  Pagm  Ara  R«du< 


Evaluating 
Common 
Slocks 


The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avnue,  •  New  York,  N.Y.  10017 

□  Begin  my  10  week  trial  to  The  Value  Line  Investment 
Survey  (limited  once  to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above.  Check  for  $33  is 
enclosed.  (Trial  subscriptions  must  be  accompanied  by 
payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size 
ELECTRONIC  CALCULATOR  (with  full 
memory)  given  to  you  when  you  order 
The  Value  Line  Investment  Survey  for 
one  year— and  send  payment  now 


□  1  year  for  $330.  My  payment  is  enclosed— 
send  me  the  CALCULATOR  as  my  extra  special  bonus. 
(There  are  no  restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for  $330. 
(Does  not  include  the  calculator.) 

Subscription  tax-deductible  and  non-assignable  Foreign  rales  on 
requesi  (NY  residents  add  sales  tax  )  ^^^^^^^ 


SIGNATURE 

NAME  (please  print) 

ADDRESS 

APT.  NO. 

CITY 

STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may 
return  material  within  30  days  for  full  refund  of  the  fee 
I  have  paid.  316J07 
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Unrealistic  investor  expectations  have  two 
bases:  how  well  a  friend  and  a  group  ' of 
stocks  are  doing.  Both  spell  trouble. 

SMALL  LIES, 
BIG  LOSSES 


By  S rally  Blotnick 


There  is  one  New 
Year's  resolution 
that  investors  would 
do  well  to  remember 
throughout  the 
coming  year:  Don't 
take  seriously  any- 
thing your  friends 
tell  you  about  their 
profits  (and  losses) 
in  the  market. 
What  it  is  wisest  to  do  both  in  busi- 
ness and  in  investing  is  to  set  goals  for 
ourselves  and  try  to  stick  with  them. 
But  for  the  most  part,  we  don't.  We 
look  around  us  to  see  how  other  peo- 
ple are  doing,  and  we  worry  if  we 
think  they  are  doing  better  than  we 
are.  Particularly  in  money  matters,  we 
try  to  keep  up  with  the  Joneses — who- 
ever they  may  be.  If  we  make  a  mil- 
lion but  Jones  makes  two  million,  we 
fret.  Envy  is  the  root  of  a  good  many 
of  our  investing  problems. 

If  a  friend  tells  us  that  he  has  dou- 
bled his  money  in  the  market,  we  are 
strongly  inclined  to  accept  that  as  a 
standard  of  performance  we,  too, 
should  match.  After  all,  if  he  can  do  it, 
why  can't  we? 

I'm  not  saying  that  your  friends  are 
deliberately  trying  to  deceive  you. 
They  probably  aren't.  In  most  in- 
stances, they  genuinely  believe  what 
they're  saying.  Still,  the  mere  fact  that 
they  said  they  made  a  killing  doesn't 
mean  it  really  happened.  Sure,  in  one 
transaction  they  may  have  managed 
to  make  100%  or  more  on  their  mon- 
ey. But  what  they've  neatly  neglected 
to  mention  is  how  the  rest  of  their 
holdings  are  doing.  It's  not  that 
they're  intentionally  distorting  the 
facts.  They've  just  forgotten,  that's 
all.  They're  so  happy  about  the  good 
news,  they  don't  remember  the  bad. 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


On  balance,  though,  it  often  turns  out 
that  they  were  losing  their  shirts. 
That's  why  they  were  so  overjoyed  at 
having  turned  one  profit.  To  them,  it 
seemed  like  a  minor  miracle. 

The  key  point  here  is  that  if  you  try 
matching  them  (and  if  you  are  at  all 
typical,  you  will),  you  are  surprisingly 
likely  to  end  up  shirtless,  too. 

I'd  like  to  have  a  penny  for  every 
time  an  investor  tells  me  about  a  wild- 
ly unrealistic  level  of  performance  in 
the  market  that  he  or  she  considers  an 
appropriate  target.  Their  judgment  of 
what's  sensible  always  turns  out  to  be 
based  on  two  things:  how  well  a 
friend  did,  and  second,  how  well  a 
particular  group  of  stocks  is  doing. 

If  the  gambling  or  gold  issues  are 
soaring,  a  majority  of  investors  quick- 
ly become  convinced  that  their  own 
stocks  should  be  doing  equally  well. 
Even  if  they  don't  personally  know 
anyone  whose  portfolio  has  increased 
in  value  as  much  as  the  hot  stocks 
they  see  leaping  skyward,  it  is  a  level 
of  performance  they  suddenly  expect 
to  match.  And  make  no  mistake 
about  it,  they  are  going  to  get  de- 
pressed if  they  feel  they're  falling  be- 
hind. Keeping  up  with  the  Joneses — 
and  the  stocks  the  Joneses  supposedly 
own — is  obsessive  with  most  of  us. 

Keeping  up  with  others  is  a  relative- 
ly simple  matter  when  it  comes  to 
comparing  the  way  they  live  with  the 
way  you  live,  the  trips  they  take  and 
the  trips  you  take,  the  cars  they  drive 
and  the  cars  you  drive.  You  can  mea- 
sure such  things  fairly  accurately,  see 
them  with  your  own  eyes.  In  the  mar- 
ket, though,  Jones  may  be  presenting 
a  financial  fiction  no  one  could 
match — not  even  Jones.  Jones'  house, 
at  least,  exists,  and  he  is  only  too 
happy  to  show  it  to  you.  But  have  you 
asked  to  see  a  complete  record  of  the 
financial  transactions  he's  crowing  so 
loudly  about?  Don't  be  surprised  if  he 
suddenly  wants  to  discuss  who's  go- 
ing to  win  this  year's  Superbowl  or 
World  Series. 


Competition  at  times  may  help  mo- 
tivate you,  but  competing  with  a  stan- 
dard of  financial  performance  that  is 
99  and  44/ioo  percent  pure  hot  air  has 
cost  many  an  investor  a  bundle. 

Why?  Because  it  makes  you  dissat- 
isfied with  what  may  be  a  perfectly 
good  portfolio  and  encourages  you  to 
make  a  variety  of  hasty  shifts — often 
into  stocks  that  are  already  topping 
out  after  a  spectacular  performance.  It 
encourages  you  to  dump  stocks  that 
previously  may  have  been  lagging  but 
are  ready  to  move.  It  makes  you  itchy, 
trigger-happy. 

And  then  what  happens?  You  sell 
some  of  your  own  stocks  at  the  bot- 
tom and  buy  some  other  stocks  at  or 
close  to  the  top.  You  buy  into  stocks 
that  have  already  discounted  their 
good  news  and  get  out  of  stocks  where 
the  good  news  is  not  yet  out. 

What  the  vast  majority  of  investors 
easily  forget  is  that  market  leadership 
rotates — first  one  group  is  in  favor, 
then  another.  The  oil  and  gas  stocks 
monopolized  the  spotlight  during 
1979.  But  now  notice  what's  been  qui- 
etly happening  to  the  defense  and 
drug  stocks.  Not  Vnuch  fanfare,  but 
solid  gains.  Be  that  as  it  may,  while  a 
particular  group  is  hot  it  catches  ev- 
eryone's attention  and  mesmerizes 
them.  Better  jump  aboard. 

What  most  investors  clearly  do  is 
measure  the  performance  of  their  en- 
tire portfolio  against  the  action  of  the 
single  hottest  group  in  the  market  at 
that  time.  It's  all  very  well  to  try 
matching  the  best  and  seeing  if  you 
can  do  equally  well,  but  as  an  investor, - 
you  often  have  assets  that  aren't  re- 
ceiving the  spotlight  just  then,  yet 
soon  will.  It's  not  easy  to  be  patient. 
It's  even  harder  to  value  something 
you  own  that,  for  the  moment  any- 
way, no  one  else  wants.  Although  the 
majority  of  investors  are  well  aware  of 
the  fickle  nature  of  the  world  of  in- 
vesting, they  find  it  hard  to  believe 
that  their  own  holdings — momentari- 
ly being  overlooked  by  the  crowd — 
•wiWever  be  the  center  of  attention. 

The  end  result  is  that,  in  an  appall- 
ing number  of  instances  this  year,  in- 
vestors dumped  stocks  that  were  just 
beginning  to  make  a  decisive  move 
upward.  Tired  of  waiting,  annoyed  at 
being  financially  outdone  by  their 
friends,  they  ran  to  catch  up — just  in 
time  to  have  the  hot  group  turn  cool 
and  the  dead  stocks  they'd  once 
owned  come  alive.  What  makes  the 
outcome  particularly  ironic  is  that  the 
pack  they  were  trying  to  keep  up  with 
was  a  pack  of  lies.  ■ 
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Keene  has  a  way  to 
beat  inflation:  We  increase 
our  stockholders' equity 
by  increasing  productivity. 
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Compensation  as  a  Percentage  of 
Sales  is  one  of  the  best  measurements 
of  a  firm's  productivity.  Unlike  Dollar 
Sales  per  Employee  figures,  you  can't 
get  misled  by  inflated  dollars. 

The  chart  not  only  traces  Keene's 
ability  to  bring  down  that  percentage, 
it  shows  the  resulting  rewards  to  our 
stockholders.  Increased  productivity 
translates  into  greater  profitability,  so 
our  stockholders  have  seen  excellent 
growth  in  the  value  of  their  holdings. 
They're  staying  ahead  of  inflation. 

Our  emphasis  on  productivity  is 
the  reason  we  concentrate  on  those 
product  areas  we  know  best  —  bear- 
ings, lighting,  laminates  and  filtration. 
We  find  that  our  productivity  is  also 
increased  by  hiring  the  best  people, 
offering  them  extra  financial  rewards 
for  outstanding  performance,  and  by 


Proof:  Keene  cut  Compensation  as 
25  5  Percentage  of  Sales  from  32.0%  to 
25.5%  in  5  years... 

And  the  Return  on  Stockholders' 
Equity  doubled. 


providing  them  with 
modern  production 
facilities.  Those  policies 
enable  us  to  produce 
quality  products  at  com- 
petitive prices. 

In  the  past  four  years, 
Keene's  sales  have  gone  up  47%  to 
$204  million,  and  we  have  had  . 
160%  increase  in  net  income  to  $ 
million.  If  you'd  like  to  learn  more 
about  how  we've  done  it,  write  us.  You 
will  receive  the  1 979  Annual  Report  as 
soon  as  it's  available. 


KEENE 

CORPORATION 
200  Park  Avenue,  New  York,  N.Y  1001 7 


Commodities 


The  1979  U.S.S.R.  grain  crop  is  expected  to 
fall  by  62.2  million  tons,  or  26%  below  last 
season's,  to  an  estimated  175.  million  tons. 

GRAIN  BEARS 
BEWARE 


By  Stanley  W.  Angrist 


Although  the  U.S. 
has  brought  in  a  rec- 
ord grain  harvest, 
the  grain  markets 
have  not  shown 
much  in  the  way  of 
weakness  in  recent 
weeks.  Why?  I  am 
glad  you  asked.  The 
answer  may  be 
found — at  least  par- 


tially— by  examining  this  year's  har- 
vest in  the  Soviet  Union. 

In  a  comprehensive  report  prepared 
by  the  Leslie  Analytical  Organization 
for  Thomson  McKirmon  Securities  on 
agriculture  in  Russia,  the  problems  of 
the  U.S.S.R.  are  outlined  in  some  de- 
tail. The  1979  U.S.S.R.  grain  crop  is 
expected  to  fall  by  62.2  million  tons, 
or  26%  below  last  season's  crop,  to  an 
estimated  175  million  tons. 

The  U.S.  Department  of  Agriculture 
estimates  the  total  Soviet  wheat  and 
coarse  grain  (barley,  oats,  rye,  corn 
and  millet)  production  at  165  million 
tons,  with  a  miscellaneous  grain  pro- 
duction of  10  million  tons.  This  total 
is  well  below  last  year's  crop  of  237 
million  tons  and  this  year's  official 
objective  of  226  million  tons.  The  di- 
sastrous harvest  of  1975,  which  yield- 
ed only  140  million  tons,  forced  large- 
scale  slaughtering  of  livestock.  This 
produced  a  contraction  in  meat  pro- 
duction that  has  still  not  been  over- 
come. Another  poor  harvest  this  year 
will  not  help  the  government's  goal  of 
trying  to  meet  increased  consumer 
expectation  of  more  meat. 

So  far,  concern  over  a  possible  live- 
stock feed  shortage  this  winter  has 
not  caused  any  larger-than-normal 
slaughter.  Cattle  and  poultry  numbers 
are  at  record  levels,  with  hog  numbers 
comparable  to  last  year's.  The  Soviets 


Stanley  W  Angris!  is  a  professor  at  Carnegie- 
Mellon  University  and  tlx'  author  of  Sensible 
Speculating  in  Commodities. 


have  been  stressing  livestock  expan- 
sion and  are  making  an  allout  effort  to 
avoid  liquidating  inventories. 

In  order  to  maintain  this  livestock 
inventory,  the  U.S.S.R.  has  no  choice 
but  to  increase  imports.  The  USDA 
estimates  that  total  U.S.S.R.  grain 
imports  for  1979-80  will  be  at  a  rec- 
ord 32.5  million  tons,  which  will  in- 
clude 11  million  tons  of  wheat  and 
21.5  million  tons  of  coarse  grain. 
This  will  even  surpass  the  previous 
record  25.6  million  tons  of  imported 
grain  that  followed  the  disastrous 
1975-76  crop  year.  The  U.S.  is  ex- 
pected to  increase  its  exports  by  15.5 
million  tons,  of  which  the  U.S.S.R. 
will  get  more  than  half. 

Recently,  the  USDA  announced 
that  the  Russians  would  be  allowed  to 
buy  up  to  25  million  tons  of  U.S.  grain 
without  further  consultation  during 
the  fourth  year  of  the  U.S.-U.S.S.R. 
Grain  Trade  Agreement;  the  fourth 
year  began  in  October.  During  the 
first  three  years  of  the  agreement,  So- 
viet grain  purchases  amounted  to  6 
million,  14.6  million  and  15.7  million 
tons,  respectively.  Because  the  Rus- 
sians are  interested  in  maintaining 
their  meat  production,  it  is  widely 
believed  that  corn  will  make  up  the 
bulk  of  their  purchases  from  the  U.S. 
The  Leslie  Organization  projects  12- 
month  (October  1979  through  Sep- 
tember 1980)  grain  shipments  to  the 
U.S.S.R.  at  20  million  tons  (787  mil- 
lion bushels)  of  corn  and  5  million 
tons  (184  million  bushels)  of  wheat. 

The  USDA's  weekly  Export  Sales 
Report  indicates  that  the  U.S.S.R. 
may  have  already  purchased  nearly  all 
of  the  wheat  and  over  half  of  the  corn 
that  it  intends  to  purchase  from  the 
U.S.  Known  corn  sales  beginning 
Oct.  1  amount  to  3.96  million  tons. 
However,  sales  to  unknown  destina- 
tions, most  of  which  might  wind  up  in 
the  U.S.S.R.,  total  7.55  million  tons. 

Even  with  these  huge  grain  pur- 
chases, both  total  Soviet  grain  con- 
sumption and  ending  stocks  are  ex- 
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pected  to  decline.  In  1980  coarse  grain 
stocks  are  projected  to  decline  by  5 
million  tons,  while  wheat  stocks 
should  be  reduced  by  16  million  tons. 
This  suggests  that  the  U.S.S.R.  grain 
supply  and  demand  could  be  very  pre- 
carious in  1980.  If  another  bad  harvest 
should  occur  this  year,  even  record 
volumes  of  grain  imports  could  not 
stop  livestock  liquidation. 

The  cost  of  all  this  grain  for  the 
Soviet  Union  is  going  to  be  substan- 
tial; com  is  expected  to  cost  them 
about  $2  billion  and  wheat  about  $800 
million.  However,  the  Russians  have 
an  ace  up  their  sleeve  and  it  happens  to 
be  made  of  pure  gold.  In  1975,  when 
gold  was  at  $143,  an  ounce  of  gold 
would  buy  49  bushels  of  com  or  35 
bushels  of  wheat.  In  1979,  using  mid- 
October  prices,  an  ounce  of  gold  would 
have  purchased  132  bushels  of  com  or 
84  bushels  of  wheat.  Who  says  you 
can't  eat  gold? 

What  with  the  daily  events  in  Iran 
and  all  the  uncertainties  they  produce, 
the  commodities  markets  have  been 
unusually  vicious  in  recent  weeks. 
Traders  have  been  whipsawed  first 
one  way  and  then  the  other.  Particular- 
ly hard  hit  have  been  those  traders 
who  try  to  use  trend-following  meth- 
ods such  as  moving  averages.  For 
many  commodities  there  simply  has 
been  no  trend  that  lasted  long  enough 
to  produce  a  profit.  Intellectually, 
trend  followers  expect  periods  like 
this,  but  emotionally  these  periods  are 
hard  to  take. 

For  fundamentalists,  there  are  at 
least  a  couple  of  ways  to  play  the 
Russian  shortages.  One  is  simply  to  go 
long  May  com  somewhere  around  $3 
per  bushel.  I  would  place  a  stop  on  such 
a  trade  at  around  $2.85  per  bushel, 
which  appears  to  be  a  major  support 
area.  I  feel  that  com  could  rally  as 
much  as  30  cents  per  bushel  ($1,500 
per  contract)  in  the  coming  months. 
The  margin  on  such  a  trade  is  around 
$600  per  contract,  while  the  round- 
turn  commission  is  about  $65. 

The  second  alternative  is  to  buy 
May  and  sell  July  corn  with  July  carry- 
ing an  8-cent  premium  to  May.  Full 
carrying  charges  should  be  around  1 1 
cents  per  bushel.  The  spread  could  go 
to  even  money.  Margin  on  a  com 
spread  is  around  $200  per  bushel,  with 
a  round-turn  commission  of  around 
$84  per  spread.  I  would  risk  no  more 
than  3  cents  ($150  per  contract)  on  this 
spread  on  a  close-only  basis.  That  is, 
only  if  the  spread  were  to  close  at  a  loss 
to  you  of  more  than  3  cents  per  bushel 
would  I  exit  the  position.  ■ 
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The  sayings  of 
Chairman  Malcolm 


has  to  be 
somebody 
tqsomebooy 
tote  anybody:' 

*  3fl* 
It  should  be 
a  lice, 
not  a 


The  ultimate 
wortimism.- 
wnndence 
that  there  is 
no  next  world." 

"Never  say  die 
until  you've 
doner 

"People  who 
never  get 
earned  away 
should  be 

"Souls  are 
not  for 
walking  on" 


Priceless  sayings 
for  only  s7.95 


Here's  a  capital  gift  suggestion  for 
you  or  your  company's  business  list. 
Give  a  millionaire's  sayings  for  only 
$7.95.  It's  the  ideal  gift  for  the  capital- 
ists of  your  choice— the  new  book  by 
magazine  Editor-in-Chief  Malcolm 
Forbes:  "The  Sayings  of  Chairman 
Malcolm." 

An  answer  to  Chairman  Mao's 
Little  Red  Book,  this  volume  is  bound 
in  rich,  lucre-green  vinyl. 

It's  a  collection  of  funny,  provoca- 
tive, and  often  outrageously  punny  one- 
liners.  Quotable,  even  applicable,  glints 
of  14-karat  wisdom.  Over  a  half  a  thou- 
sand of  them— all  negotiable  at  any 
soiree,  tete-a-tete  or  business  luncheon. 
Presented  in  this  very  gift-givable  book 
subtitled:  "The  Capitalist's  Handbook;' 

You  can  order  these  priceless  say- 
ings individually  or  in  bulk  through 
your  nearest  Capitalist  bookstore  or  by 
completing  the  coupon. 


Here's  what  they're 
saying  about  "The  Say 
of  Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was  delicious. 
I  ate  it!' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick  up  the  tele- 
phone. Now,  start  calling  every  bookstore  in 
town  until  you  find  one  that  has  a  copy  of 
Chairman  Malcolm's  Sayings,  How  have  we 
done  so  well  for  so  long  without  it?" 

"This  little  book  is  witty,  wise,  serene,  some- 
times sober  and  at  other  times  tipsy ;  but  always 
great,  terrific,  and  in  all  ways,  well  worth 
its  price!' 

Barry  Gray,  Radio  Station  WMCA,  New  York 

"I've  read  it,  and  I  recommend  it  to  you  un- 
conditionally. It  is  a  terrific  book,  with  a  thou- 
sand things  that  you'll  want  to  repeat,  and 
memorize. . !' 

John  Weisman,  Los  Angeles  Times 

"It  is  unlikely,  though  possible,  that  students 
at  the  Wharton  or  Harvard  Business  Schools 
will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes'  capital- 
istic pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
"The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capital- 
ist bookstore  (because  the 
diligent  chaps  have  already 
sold  out),  then  use  this  coupon 
to  order  one  or  more  for  yourself  or 
others.  Send  $7.95  in  check  or  money 
order,  plus  750  for  postage  and  handling 
for  each  copy  you  order  to  Harper  & 
Row,  Mail  Order  Dept.,  No.  1235BB,  10 
East  53rd  St.,  New  York,  N.Y.  10022. 
Please  add  applicable  sales  tax. 

Enclosed  is  my  check  or  money  order  for 

$  covering  copies  of  "The 

Sayings  of  Chairman  Malcolm:' 

Name  

Address 


City 


State 


Zip 


Forbes: 
Capital  istTboS 


Market  '1  fends 
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THE  DINES  LETTER 

Special  V*  Price 
Trie!  Offer!! 


Written  .  Jines,  "The  Original 

Goidbug  '  t;a~ed  on  his  being  the 
first  Wall  Street  Security  Analyst  to 
consistently  recommend  gold  at  $35. 

In  late  1968  THE  DINES  LETTER  predicted  a 
long  and  bitter  bear  market  (concealed  by  the 
bloating  effect  of  inflation)  together  with  gold 
soaring  from  $35  to  the  $250-$400  area.  THE 
DINES  LETTER  has  never  stopped  recommend- 
ing gold  and  silver.  At  this  critical  juncture,  we 
simply  want  you  to  see  THE  DINES  LETTER  and 
we  will  not  let  price  be  an  obstacle!  So,  we've 
cut  our  regular  "trial  package"  price  of  $10  in 
half  to  $5!  What  harm  could  be  done  by  merely 
examining  a  pro-gold  point  of  view  not  found  in 
Forbes?  THE  DINES  LETTER  specializes  in  gold  and 
silver.  No  math  or  special  knowledge  required. 

If  your  present  sources  of  advice  are  nega- 
tive on  precious  metals,  maybe  it's  time  to  get 
a  different  point  of  view.  Let  THE  DINES  LETTER 
explain  "The  Coming  Gold  Crisis  and  The  In- 
visible Crash." 

Your  subscription  will  include  a  copy  of  both 
Dines  Model  Long-Term  Precious  Metals  Port- 
folios recommended  very  strongly  for  immediate 
purchase.  Send  no  messages.  Merely  forward 
this  ad  with  your  name,  address  and  $5  in  U.S. 
funds  for  a  2-issue  trial  to  Dept.  J10M2.  Do  it 
now— we  don't  advertise  in  Forbes  very  often 
and  you  might  not  catch  our  next  ad.  Offer 
expires  in  one  month. 

THE  DINES  LETTER 

P.O.  Box  22,  Belvedere,  CA  94920 
(Not  assignable  without  your  consent) 
(NY  residents,  please  add  applicable  sales  tax) 
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The  way  to  stabilize  the  world  economy  is 
through  a  sharp  drop  in  U.S.  petroleum 
imports  over  the  next  half-decade. 

VASSALS  OF  OPEC 


By  Richard  B.  Hoey 


The  U.S.  lost  the 
war  in  Vietnam  be- 
cause we  lacked  the 
will  to  win.  We've 
been  losing  the  war 
against  inflation  and 
the  war  for  energy 
independence  for 
very  much  the  same 
reason. 

The  key  to  the 
outlook  for  the  stock  market  in  the 
1980s  is  our  national  will.  We  have 
the  capability  to  solve  nearly  all  of  our 
economic  problems,  but  only  if  we  are 
willing  to  adopt  effective  policies. 

Control  over  the  economy  of  the 
Western  World  is  swinging  away  from 
the  U.S.  and  its  allies  to  OPEC.  By  its 
decisions  about  oil  prices,  OPEC  de- 
cides when  to  bring  world  economic 
growth  to  a  halt  and  when  to  let  it 
resume. 

OPEC  oil  revenues  should  total 
nearly  $300  billion  in  1980,  up  horn 
$126  billion  in  1978.  The  debt  of  the 
rest  of  the  world  to  OPEC  should  rise 
by  nearly  $100  billion  next  year. 

It  is  contrary  to  the  self-interest  of 
the  U.S.  to  permit  ourselves  and  our 
allies  to  become  economic  vassals  of 
the  oil-exporting  countries.  All  our  do- 
mestic controversies  about  energy 
policy  merely  disguise  this  fundamen- 
tal truth.  I  cannot  see  any  way  to 
stabilize  the  world  economy  other 
than  through  a  sharp  drop  in  U.S.  oil 
imports  over  the  next  half-decade. 

The  U.S.  simply  cannot  afford  to 
import  8  million  barrels  of  oil  a  day  at 
a  cost  of  roughly  $90  billion  in  1980.  It 
undermines  the  dollar,  increases 
world  inflation  and  makes  us  vulner- 
able to  anti-American  oil  exporters. 

U.S.  energy  policy  tends  to  stimu- 
late oil  imports,  not  reduce  them.  We 

Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Bache  Halsey 
Stuart  Shields 


impose  price  controls  and  heavy  taxes 
on  domestic  oil  production  but  not  on 
imported  oil.  We  should  decontrol  do- 
mestic oil  and  impose  heavy  tariffs 
against  imported  oil. 

The  greatest  potential  for  reducing 
oil  consumption  is  to  lower  gasoline 
use  by  sharply  increasing  its  price. 
The  Europeans  impose  very  heavy 
taxes  on  gasoline  and,  as  a  result,  con- 
sume less.  Americans  would  quickly 
begin  buying  the  highest-mileage  cars 
and  riding  in  buses  and  trains  if  Con- 
gress passed  a  law  to  increase  the  fed- 
eral gasoline  tax  by  3  cents  a  month 
for  the  next  five  to  seven  years. 

Some  people  oppose  such  policies 
because  they  would  be  inflationary. 
But  if  we  don't  drive  the  price  of  oil 
products  high  enough  to  discourage 
consumption,  OPEC  will  keep  raising 
its  oil  price.  The  key  difference  is 
whether  the  proceeds  stay  within  our 
economic  system  or  flow  to  OPEC.  In 
addition,  it's  only  bad  accounting  to 
say  that  increased  gasoline  taxes, 
matched  dollar  for  dollar  by  lower  So- 
cial Security  taxes,  would  be  an  infla- 
tionary drain  on  the  real  income  of 
American  workers. 

We  can  also  win  the  war  against 
inflation  if  we  have  a  will  to.  We  need 
to  halt  the  growth  in  federal  govern- 
ment spending  and  loan  guarantees. 
We  should  finance  all  government 
spending  out  of  taxes  so  that  the  Fed- 
eral Reserve  is  not  under  pressure  to 
print  money  to  finance  excessive  defi- 
cits. The  Federal  Reserve  must  re- 
strain the  rate  of  growth  of  money 
and  credit.  Congress  must  grant  the 
Federal  Reserve  the  right  to  impose 
reserve  requirements  on  all  banks  and 
other  institutions  that  offer  checking 
accounts.  We  must  permit  interest 
rates  to  be  high  enough  to  represent  a 
real  burden  on  borrowers  and  provide 
a  real  return  to  savers. 

If  you  want  to  start  a  catfight 
among  a  group  of  economists,  just  ask 
whether  the  Eurodollar  market  cre- 
ates money  and  credit  and  fuels  world 
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inflation.  It's  a  complex  issue,  but  I'm 
convinced  that  the  Eurodollar  market 
is  an  engine  of  worldwide  inflation. 
The  central  banks  currently  have 
minimal  control  over  the  Eurodollar 
market,  and  that  had  better  change  if 
we  want  to  control  inflation. 

We  expect  a  major  decline  in  inter- 
est rates  over  the  next  18  months. 
The  decline  from  peak  levels  to  trough 
levels  we  expect  in  early  1981  should 
be  6%  for  short-term  interest  rates 
and  2%  for  long-term  interest  rates. 
Unfortunately,  this  decline  will  be  ac- 
companied by  an  economic  slowdown 
throughout  the  world,  led  by  a  reces- 
sion in  the  U.S. 

Bonds  have  been  in  a  long-term 
bear  market  for  the  last  40  years,  but 
every  four  or  five  years  there's  an  op- 
portunity to  buy  them  cheaply  near 
the  cyclical  peak  in  interest  rates.  My 
advice  is  to  buy  high-grade  bonds  now 
and  plan  to  sell  them  sometime  dur- 
ing the  first  half  of  1981. 

Except  for  the  bear  market  of  1968- 
74,  common  stocks  have  been  good 
investments  since  the  Depression. 
Stock  prices  are  still  depressed,  which 
is  a  major  reason  why  they  should  be 
able  to  outperform  inflation  in  the 
coming  decade.  The  prices  of  real  as- 
sets, such  as  real  estate  and  precious 
metals,  exploded  in  the  last  decade. 
We  would  expect  a  catch-up  in  the 
next  decade  in  the  prices  of  common 
stocks,  which  usually  represents 
claims  on  real  estate. 

I  fully  expect  to  see  the  Dow  Jones 
industrial  average  at  2000  sometime 
in  the  1980s.  But  we  won't  know  until 
New  Year's  Eve  of  1989,  so  don't  hold 
your  breath. 

Because  interest  rates  are  high, 
many  convertible  securities  are  de- 
pressed. I  currently  favor  Chase  Man- 
hattan 6.50%  1996  (75),  which  has  a 
yield  to  maturity  of  over  9%  and  sev- 
eral of  the  convertible  preferred 
stocks  of  International  Telephone  & 
Telegraph.  The  $450  preferred  (45) 
yields  9.9%  and  the  Series  K  preferred 
(42)  yields  about  9.5%. 

I  continue  to  favor  the  drug  stocks 
as  less  sensitive  to  a  cyclical  decline 
in  profits  than  many  other  groups. 
One  lesser-known  company  that  has 
excellent  long-term  prospects  is  Mor- 
ton-Norwich (32).  Its  pharmaceutical 
division  appears  to  be  in  the  middle  of 
a  turnaround.  The  company  earned 
$2.85  in  1978  and  should  earn  $3.40  in 
1979  and  $4  in  1980.  Its  brand  names 
(Morton  salt,  Pepto-Bismol,  Chlora- 
septic  mouthwash,  Fantastik  spray 
cleaner)  should  be  familiar.  ■ 


Heart  disease 
is  the  leading 
cause  of  death  in: 


Binnirigharn 

Louisville 

Cleveland 

Anchorage 

Los  Angeles 

Columbus 

Phoenix 

New  Orleans 

Oklahoma  City 

Little  Rock 

Augusta 

Portland 

San  Francisco 

Baltimore 

Harrisburg 

Chicago 

Boston 

Santurce 

Denver 

Southfield 

Pawtucket 

Hartford 

Minneapolis 

Watertown 

Bismarck 

Jackson 

Nashville 

Wilmington 

Columbia 

Austin 

St.  Petersburg 

Great  Falls 

Salt  Lake  City 

Atlanta 

Omaha 

Rutland 

Honolulu 

Reno 

Richmond 

Boise 

Concord 

Washington,  D.  C. 

Springfield 

Union 

Seattle 

Indianapolis 

Albuquerque 

Charleston 

Des  Moines 

New  York 

Milwaukee 

Topeka 

Chapel  Hill 

Cheyenne 

In  fact  heart  disease  is  the  leading 
cause  of  death  in  the  United  States. 

Give  to  the  American  Heart  Association  f. 


One  Grand  opportunity. 


High  yield  with  just 
$1000  or  more.  (Call  toll-free 
for  current  yield.)* 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
checkwriting. 

Low-cost 
management. 

Good  stability 
through  quality 
bonds. 


*Call  free  1-800-638-5660. 
If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price  A6 
New  Income  Rind,  Inc. 

100  East  Pratt  Street.  Baltimore,  Md.  21202 


Name  

Address 
[City  


Zip_ 


For  more  complete  information,  including  the  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it  carefully 
before  you  investor  send  money. 
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Financially  difficult  moments  for  a  widow: 
when  her  children  are  finishing  their  edu- 
cation and  when  they  have  children. 

THE  TRUSTEES' 
DILEMMA 


By  John  Train 

In  an  earlier  col- 
2  JL      umn,  I  described  a 
"Wjk    situation  that  is  all 

jrJPt     t0°  fam'Uar  111  trust 

r*f^p  practice:  a  widow 
*Jp  .Jmp  gets  used  to  living 
"  T*  on  the  illusory  "in- 

come"  (really  more 
;>t  a  taxable  return  of 

■  y  ^fl  I  capital)  from  a  high- 
^™  — income  trust  portfo- 
lio of  which  she  is  the  lifetime  benefi- 
ciary. Then  inflation  strips  her  of  her 
buying  power,  and  she's  in  trouble. 
She  has  to  move  out  of  her  house  and 
cut  way  back  on  her  living  expenses 
because  the  trustees  postponed  too 
long  facing  up  to  reality  and  didn't  put 
her  in  stocks  whose  dividends  would 
rise  as  fast  as  inflation. 

A  point  I  would  like  to  bring  out  is 
that  two  of  the  financially  difficult 
moments  for  a  widow  are  when  her 
children  are  finishing  their  education 
and  when  they  get  married  and  start 
having  children  of  their  own.  She  gets 
all  the  income,  and  she  has  to  pay  it 
over  to  her  children  or  grandchildren, 
after  tax,  to  pay  tuition  costs.  If  the 
sympathetic  trustees  go  into  higher- 
yielding  securities,  taxes  go  up  too, 
and  the  coupon  starts  losing  ground  in 
real  terms  as  inflation  erodes  its  value. 

There  is  no  better  investment  for  a 
family  than  a  good  education,  and  a 
testator  should  certainly  consider  au- 
thorizing his  trustees  to  invade  cap- 
ital, if  necessary,  to  finance  children's 
education,  rather  than  deforming  the 
investment  policy  to  give  more  in- 
come to  his  widow  to  pay  school  bills. 
If  the  income  is  from  stocks  or  corpo- 
rate bonds,  the  tax  bite  jumps.  If  it 
comes  from  municipals,  there  is  no 
tax,  but  the  total  return  is  little  over 
half  the  inflation  rate. 


John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


Many  readers  have  written  to  com- 
ment on  this  problem.  Perhaps  the 
last  word  should  go  to  Los  Angeles 
trust  and  estate  attorney  Jon  J.  Gallo, 
who  teaches  at  UCLA  and  elsewhere. 
He  writes: 

"The  comments  by  Messrs.  Fox  and 
Winthrop  quoted  in  your  article  'The 
Trustees'  Dilemma  II'  [Forbes,  Sept. 
17,  1979]  go  to  the  heart  of  the  mat- 
ter: Proper  estate  planning  requires 
the  testator  to  determine  whether  the 
trust  is  to  be  administered  primarily 
for  the  income  beneficiaries  or  pri- 
marily for  the  remaindermen. 

"Unfortunately,  too  many  estate 
planners  fail  to  discuss  the  options 
with  the  client,  either  through  a  fail- 
ure to  recognize  the  alternatives  or  in 
a  belief  that  the  issues  are  too  com- 
plex for  the  client  to  understand. 

"The  problem  historically  has  been 
aggravated  by  two  problems:  1)  a  feel- 
ing by  both  lawyers  and  clients  that 
anyone  can  draw  a  will  and  2)  client 
resistance  to  reasonable  fees  for  estate 
planning  services. 

"Estate  planning  requires  a  sophis- 
ticated knowledge  of  several  areas,  in- 
cluding state  and  federal  death  tax- 
ation, income  taxation  of  estates  and 
trusts,  probate  and  trust  administra- 
tion and  drafting.  A  lack  of  such  so- 
phistication often  results  in  the  prep- 
aration of  wills  and  trusts  copied  vir- 
tually verbatim  from  form  books, 
without  analysis  of  whether  the  forms 
actually  suit  the  circumstances.  Often 
the  estate  planner  does  not  know  how 
to  ask  the  relevant  questions.  Unfor- 
tunately, it  is  possible  to  ask  a  ques- 
tion only  after  you  already  recognize 
the  problems,  and  problem  recogni- 
tion in  estate  planning  requires  both 
experience  and  knowledge  of  techni- 
cal areas. 

"In  addition,  many  individuals 
quail  at  the  thought  of  paying  fees  for 
estate  planning  services  even  though 
they  have  no  hesitation  at  incurring 
such  fees  in  a  business  context.  Exac- 
erbating the  problem  is  a  natural  re- 


MONEY  &  INVESTMENTS 


luctance  to  dwell  at  length  on  one's 
own  death  and  its  consequences. 

"The  trustee  who  has  been  placed 
in  the  'dilemma'  of  balancing  the 
competing  interests  of  income  and  re- 
maindermen beneficiaries  has  fre- 
quently been  placed  there  by  the  fail- 
ure of  the  trust  instrument,  the  estate 
planner  and  the  testator  to  spend  the 
necessary  time  to  establish  guidelines 
for  the  trust  administration. 

"For  example,  should  the  trustee  be 
required  to  establish  reserves  for  de- 
preciation? A  form  book's  simple  ref- 
erence to  the  Income  and  Principal 
Act  of  the  jurisdiction  is  often  of  little 
help,  since  such  an  act  may  simply 
grant  the  trustee  the  discretion  to  es- 
tablish such  reserves  without  identi- 
fying situations  in  which  a  reserve  is 
required.  Similar  problems  exist  for 
amortization,  depletion,  premiums 
and  discounts  with  respect  to  bonds, 
reserves  for  capital  improvements, 
etc.,  all  of  which  affect  the  rights  of 
income  versus  remaindermen. 

"In  most  cases  the  'trustee's  dilem- 
ma' can  and  should  be  solved  at  the 
drafting  level  through  an  analysis  of 
the  types  of  assets  the  trust  is  likely  to 
own  and  the  priorities  of  the  client. 

"The  mere  statement  that  the 
rights  of  the  remaindermen  beneficia- 
ries are  to  be  subordinate  to  the  life 
income  beneficiaries  may  not  be  suffi- 
cient. For  example,  in  the  traditional 
marital  trust-residual  trust  format,  the 
surviving  spouse  and  children  are  fre- 
quently joint  beneficiaries  of  a  discre- 
tionary power  held  by  the  trustee  to 
'sprinkle'  both  income  and  principal 
of  the  residual  trust.  Under  these  cir- 
cumstances, the  trustee  may  be  deal- 
ing with  three  classes  of  current  in- 
come beneficiaries — a  surviving 
spouse,  minor  children  and  adult  chil- 
dren, with  the  children  also  being  re- 
maindermen beneficiaries.  Are  the  in- 
terests of  the  children  as  income 
beneficiaries  subordinate  to  those  of 
the  surviving  spouse,  and  are  the  in- 
terests of  adult  children  subordinate 
to  those  of  minor  children?  These  is- 
sues must  be  addressed  by  the  client 
and  a  properly  drafted  instrument  can 
resolve  the  trustee's  dilemma  by  es- 
tablishing guidelines  superseding 
common  law  concepts. 

"Much  of  the  trustee's  dilemma 
will  be  resolved  when  clients  recog- 
nize that  it  is  necessary  to  bring  to 
estate  planning  the  same  degree  of 
expertise  and  time  which  is  routinely 
demanded  in  business  transactions, 
and  expect  to  pay  a  reasonable  fee  for 
such  services."  ■ 
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Dance  has  a  new  partner. 


Business.  160  major  corporations  know  that  dance  is  important  to  the  people  important  to  them.  That's  why 
they  are  investing  in  nine  of  America's  greatest  dance  companies  through  The  National  Corporate  Fund  for 
Dance.  Don't  let  your  company  sit  this  one  out.  Contact  William  S.  Woodside,  President,  American  Can 
Company  c/o  The  National  Corporate  Fund  for  Dance,  Inc.,  130  West  56th  Street,  New  York,  N.Y.  10019. 

THE  NATIONAL  CORPORATE  FUND  FOR  DANCE 


Forbes 


MERCHANDISE 


FOOT 


ELECTRIC  HEAT  MAT 

Keep  legs  comfortably  warm  in 
cold  work  areas! 

Just  plug-in.  Ends  complaints  against 
cold  floors  and  chill  in  offices,  assembly 
lines,  shipping  rooms,  guard  stations, 
throughout  the  plant!  Now  there's  no  need 
to  use  high-wattage  space  heaters  to 
warm  isolated  cold  spots.  Foot-Warmer 
draws  only  75  watts,  costs  pennies  to  use. 
Heavy  duty  rubber  construction  with 
sealed,  insulated  circuit.  Size  16"  x  20". 
1  to  3  unltt:  only  $32.90 
4  or  more:  only  $29.90  each 

SAVE...  ORDER  FROM  THIS  AD. 
PHONE  (312)  642-6871 
I        INDUS-TOOL  325  W.  Huron 
|         Dept. FOB,  Chicago,  IL  60610 

|  Ship  FOOTWARMERS 

[Enclosed  is  $   

|  Nan 


j  Company 

Address  - 
I  City  ■ 


|  Stif  .Zip 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 178  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


SHARING 


IS  CARING 


Classified/ 


January  7,  1980 


REAL  ESTATE 


LOTS  &  ACREAGE 

in  340±  occupied  home,  planned  resi- 
dential community.  Lots  and  homes 
border  18-holc  golf  course  with"  con- 
dominiums in  master  plan.  Private 
utilities,  including  sewer,  paved  lighted 
streets,  drainage  and  two  private 
lakes.  450±  acres  left  for  building. 
Included  is  18-hole  golf  course  with 
modern  equipment.  Club  house,  ten- 
nis, swimming,  practice  range  and 
private  residence  for  golf  pro.  Com- 
mercial area  ready  for  building. 

Write  BOX  AI79  Forbes 

60  Fifth  Ave.,  New  York,  NY  10011 


FLORIDA  LAND 

30,000  acres  undeveloped  land  on  St. 
Johns  River,  18  miles  east  of  Orlando 
between  State  Roads  46  &  50. 
Near  Ocala,  1100  acres  irrigated  soy 
beans,  corn,  vegetable  farmland  with 
2V4  miles  paved  frontage;  also  58 
acres  farmland;  310  acres  pasture 
land  with  lime  deposits,  186  acres  of 
farmland.  Contact  owner 

NORRIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


HILTON  HEAD  ISLAND,  S.C. 
OCEANFRONT  VILLA 

$6000  DOWN 
$59,900  FULL  PRICE 
Fully  furnished 
OCEANFRONT  condominium 
on  Hilton  Head  Island. 
90%  Financing. 
CALL  COLLECT 
803-785-8666 

FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation  invited.  $13,000,000 

Contact:  Justice  Land  Association 
Box  501,  Dalhart,  Texas,  U.S.A.  79022 

Phone:  (806)  249-4000  or  249-2122 

FREE  CATALOG 

Big  .  .  .  Free  SPRING  1980  Catalog 
describes  and  pictures  more  than  2,700 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  43  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 


EXEC.  EDUCATION/BOOKS 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  67686 
Oakland,  California  94612 


UNIVERSITY  DEGREES 
BY  MAIL! 

Get  fully-accredited  Bachelors,  Mas- 
ters, Ph.D.s  from  prestigious,  re- 
nowned colleges  .  .  .  without  attend- 
ing any  classes  at  all!  Free  revealing 
details. 

CAREER  COUNSELING 
Box  389-FOl 
Tustin,  CA  92680 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A.  23573  Prospect  Avenue 
Farmington,  Michigan  48024 

PRINCIPALS  &  REPS. 

Bi-weekly  Bulletin  of  lines  available 
for  representation  in  all  fields,  plus 
Newsletter  and  many  other  services. 
Established  23  years.  Details:  Dept.  9. 
UNITED  ASSOCIATION 
MANUFACTURERS  REPS. 
808  Broadway,  Kansas  City,  MO  64105 
(816)  842-8130 


AUTOMOBILES 


SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight 
too!  Full  factory  warranty.  Specializ- 
ing in  Cadillac,  Pontiac  &  Olds,  in- 
cluding Diesel  models.  For  quote, 
mail  make  &  model  to: 

BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
Phone  (313)  565-5577 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Binders:  $6.50;  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 


CAPITAL  TO  INVEST 

CREATIVE  FINANCING 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standbys-Takeout-Permanent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 


FAST  FACTS  ABOUT 
FORBES  SUBSCRIBERS 

*  Total  paid  circulation: 
680,000 

*  313,000  are  in  top 
management  positions 

*  1 90,000  serve  on  their 
companies'  board  of 
directors 

*  150,000  serve  on 
boards  of  companies 
other  than  their  own 

*  632,400  own  stock. 
Average  holdings: 
$232,000 

*  Average  household 
income  $52,700 

*  Average  net  worth: 
$553,600 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$20.75.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $290.50.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$20.35.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $569.80.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 
SARAH  MADISON/FORBES  CLASSIFIED 
60  FIFTH  AVENUE/NEW  YORK,  NY  1001 1 
(212)  620-2371 


BUSINESS  OPPORTUNITIES 


ONE  OF  THE  HOTTEST  NEW 
BUSINESSES  THIS  YEAR 

EXCLUSIVE  AREAS  STILL  AVAILABLE 
BRAND  NEW  CONCEPT 
IN  REAL  ESTATE 

DISTRIBUTORS  NEEDED  NOW 

Until  now  .  .  .  Real  Estate  Brokers 
have  had  inflation  on  their  side.  Now 
you  can  make  BIG  MONEY  and  save 
home  owners  THOUSANDS  OF  DOL- 
LARS .  .  .  WHERE  ELSE  CAN  YOU 
FIND  THESE  FEATURES?  NO  Ll- 
CENSEI  ...  NO  COMPETITION!  .  .  . 
ALL  CASH  BUSINESS!  .  .  .  PERPET- 
UAL INCOME!  .  .  .  STEP-BY-STEP- 
INSTRUCTION!  .  .  .  YOU  SAVE  PEO- 
PLE MONEY!  ...  NO  EXPERIENCE 
NEEDED!  .  .  .  LEGAL  IN  ALL  50 
STATES!...  EXCEPTIONAL  INCOME! 
Only  one  distributor  per  area  will  be 
appointed  .  .  .  complete  training  .  .  . 

Call  Mr.  Hanson 
toll  free  800-821-3555  or  write 
International  "2001" 
1820  West  91st  Place  ^WOME^ 
Kansas  City,  MO 
64114 


r 


13,000,000  MEN 
WILL  RENT  A 
TUXEDO  IN  1980 


Our  youth-oriented  business  is 
growing.  We  have  modernized 
the  formalwear  rental  industry! 
Proms/weddings  are  more  pop- 
ular today  than  ever.  High  ticket 
($35-$45),  high  %  gross/net  prof- 
it business.  Continuous  in-store 
training/support/national  adver- 
tising. 141  Franchisees  are  con- 
vinced! Can  we  convince  YOU? 

(312)  236-2333,  Mr.  Heiser 
GENGISS  INTERNATIONAL 
180  N.  La  Salle  St.,  Dept.  A107 
Chicago,  IL  60601 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


ARBITRAGE  POTENTIAL 

For  your  personal  investment 
choices,  be  aware  of  stock 
acquisition  in  public  companies. 
Weekly  publication  of  SEC  filings 
$66  per  annum 
SKINNER  &  CO. 
110  Sutter  St.  (Suite  1003) 
San  Francisco,  CA  94104 


YACHTS  &  BOATS 
CHARTERS 

VIRGIN  ISLANDS 
SAILING  VACATIONS 

Representing  50  select  yachts  with 
crew.  From  $95  day/person  includes 
all  meals,  bar,  watersports.  Send 
dates,  number  people,  ages,  to: 

BLUE  WATER  CRUISES 

P.O.  Box  758-F,  St.  Thomas 
Virgin  Islands  00801,  809-774-0650 


Classified/ 
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BUSINESS  OPPORTUNITIES 


'Special  Offer 
One  filing  per  family 

To  introduce  you  to  this 
great  U  S  program 

The  U  S.  Government  each 
month  sponsors  a  little- 
known  Oil  Lease  Drawing  If 
you  are  21  and  a  citizen  you 
can  compete  with  the  Oil 
Companies  for  this  Federal 
land  A  $10.00  (Tax  Deduct- 
ible) fee  could  bring  you  as 
much  as  $100,000  immedi- 
ately plus  future  payments. 
Fill  out  the  coupon  for  free 
brochure  or  call  — 
Mrs  Wilson  (303)861-7117 
person-to-person,  collect 
OIL  &  GAS  CORP.  OF  COLORADO 
Dept  F-2,  1600  Broadway.  Suite  1685 
Denver.  Colorado  80202 


Address 
City   


State   

Phone  (_ 


Zip  . 


Phone  numbers  are  necessary 
___  to  verity  address.  _ 


$100,000  +  ANNUAL  NET* 
OUTSTANDING  FRANCHISE 
OPPORTUNITY 

Become  financially  independent 
by  owning  and  operating  your 
own  very  profitable  business. 
We  are  seeking  a  qualified  in- 
dividual to  manage  their  own 
business  in  a  protected  exclu- 
sive territory.  Our  Company  has 
a  21-year  track  record  providing 
a  unique  and  much  sought-after 
home  improvement  service  that 
is  protected  by  a  U.S.  Govern- 
ment Patent. 

Investigate  this  outstanding 
opportunity  now,  talk  to  those 
Franchisees  in  the  business. 
Your  most  rigorous  investigation 
welcome.  Cash  requirement 
$25,000.  Total  investment 
$45,000.  Qualified  Principals 
only  need  apply.  Financial  state- 
ment required. 

'Based  on  actual  figures  of  ex- 
isting Franchisees. 

Call  (502)  585-1192  or  write: 

Wakefield  &  Associates 
National  Franchise  Director 
B-DRY  SYSTEM,  INC. 
P.O.  Box  91107 
Louisville,  Ky.  40291 


A  MUST  for  every  business  person. 
GIANT  CATALOG  of  "HOW  TO" 
BUSINESS  BOOKS  covering  every  as- 
pect of  business  operations  and  mak- 
ing money.  Largest  collection  in  the 
world  from  publishers  nationwide  at 
low  discount  prices.  Most  are  not 
found  in  regular  bookstores  and  li- 
braries. Order  this  giant  catalog  to- 
day. Send  $1  to  cover  postage  and 
handling  to: 

BUSINESS  BOOK  STORE 
2311  Pontius  Avenue,  Suite  B394 
Los  Angeles,  CA  90064 


WIN  BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


ach  month  sponsor! 
drawing.  If  you  are 
iu  can  compete  with 
the  oil  companies  for  this  federal  land. 

A  S25.  (Tax  Deductible)  fee  could 
bring  you  bs  much  as  £75,000  immed- 
iately plus  future  payments.  Write 
Dttpt. FF or  call  1  (800)  &28-6050, 
321. 

f  MILLIGAN,  INC.  Drawer  3408,  Boulder,  CO  80307 


BUSINESS  OPPORTUNITIES 


The 
OPEC 

...  oil  cartel  is  well-known  to 
all  Americans.  There  is  con- 
siderable discussion  currently  on 
the  formation  of  a  Metal  Cartel 
worldwide.  We  offer  a  very  ex- 
citing metal  recycling/reclama- 
tion and  manufacturing  license 
involving  carbide  metals  &  re- 
lated items.  We  now  have  na- 
tion-wide exposure  in  major 
trade  publications  in  the  industry 
with  CONSIDERABLE  FIELD 
SUPPORT.  Virtually  competi- 
tion-free business.  We  now  have 
over  30  Licensees  in  operation. 

Investment  of  $137,500  is  se- 
cured mostly  by  machinery  and 
a  30-year  support  program. 

We    desire   only  reasonable 
business  men  as  Licensees.  Our 
evaluation  of  your  background 
is  thorough  and  complete. 
Areas  remaining  throughout  U.S.: 
Alabama  Arkansas 
Alaska  Delaware 
New  Jersey  N.  Cent.  Calif. 

Idaho  Montana 
Illinois  Indiana 
Iowa  Kentucky 
Louisiana  Maine 
New  Hampshire  Vermont 
W.  Mass.  Mississippi 
Nebraska  New  Mexico 

West  Texas  New  York  City 

Northwest  Ohio      Rhode  Island 
Tennessee  N.  and  E.  Texas 

Virginia  West  Virginia 

Wisconsin 
Call  or  write  Mr.  Faircloth 
North  American  Carbide  Corp. 
4800  Nome,  Denver,  CO.  80239 
1-800-525-0282  or  (303)  373-1912 


(Advertisement) 

$105,000  Cash  Paid 
Oil  Lease  Winner  in 
U.S  Gov't.  Lottery!  ^ 

Winners  Collect  Millions$$ 

New  York.  N  Y.  (Special)  Robert  E.  Bennett 
of  Rhode  Island  wrote  to  us  for  tree  informa- 
tion and  entry  cards  on  the  U.S.  Gov't.  Lottery 
for  Oil  &  Gas  Lease  Rights,  and  the  third  time 
he  entered  he  won !  Collected  $  I05 .000  cash  for 
rights  to  his  parcel.  PLUS  he  also  will  collect 
royalty  payments  for  all  oil  pumped  from  the 
land  You  too  could  be  a  big  winner  in  this  little- 
known  U.S.  Lottery.  Millions  of  dollars  have 
been  paid  for  leases — hundreds  of  winners  ev- 
ery month.  Any  U.S.  citizen  age  21  or  over  can 
enter  for  a  tax-deductible  $10  government  fee 
For  FREE  REPORT.  Official  Entry  Cards. 
Parcels  to  be  drawn,  write  to:  Energy  Group  of 
America.  3308  Empire  State  Bldg  .  Dept.FOi. 
New  York.  N.Y.  10001. 

FINANCIAL  BROKERS  NEEDED 

Lucrative,  Prestigious  Opportunities 
now  available.  Work  your  own  hours. 
No  experience  necessary.  National 
Company  will  assist.  Also,  financing 
is  available  for  all  worthwhile  projects 
at  competitive  rates.  Free  Details: 

D.F.C.  Corp. 

Dept.  43-G-l,  1145  Reservoir  Avenue 
Cranston,  Rhode  Island  02920 

f"  — HOME  IMPORT-""—) 

MAILORDER  BUSINESS  | 

I  Big  earnings  in  profitable  spare/  t 
I  full  time  project.  Deal  direct  , 
I  with  overseas  suppliers.  Newest  g 
■  products  at  fraction  U.S.  cost.  ■ 

•  Up  to  500%  profit.  No  product  g 
I  Investment.     Famous    world  ( 

•  trader  starts  you. 

•  Write:  Mellinger,  Dept.  C1591  . 
^Woodland  Hills,  CA  91367  mj 


EXECUTIVE  GIFTS 


AO  Alternative  lb 
The  S21  Button  Down 
0urs...$14. 


100%  COMBED 
COTTON  OXFORD 
BUTTON  DOWN 


Finest  traditional  design  and  tailoring 

Seven  button  front,  placket  sleeve,  left 

breast  pocket,  double  reinforced  side 

seams  and  sleeves. 

Your  satisfaction  guaranteed 

Blue  or  White  Sizes  1416-1716/32-35. 


BunttngtnnttiotbtrrB 

2258  E  MAIN  ST  •  COLUMBUS.  OHIO  43209 
Telephone  Orders  (614)  237-5695 
Please  send  me  100%  cotton  shirt(s)  @  $14  00  ea 
Add  $1  75  for  ship  &  Ins  regardless  of  quantity 
Ohio  Res  add  4%  sales  tax 


Size 


□  Pers  Ck,      □  Mstr  Chg      □  Visa     □  Am  Exp 

Card  No  

Exp  Date  Mstr  Chg  Bank  No   

Signature  

Name  


Address  _ 


The  new 
school  of 
thought 
in  old 
school 
ties. 


The  new  school  prefers  its  corporate 
pride  to  be  stated  with  taste  and  sub- 
tlety. That  is  why  Hampton  Hall  de- 
velops a  fashionable,  versatile  dignity 
into  every  custom  design.  Ask  for  our 
free  brochure  showing  such  exclusive 
creations  in  ties  and  scarves. 

Minimum  order  150.     fr~  \ 

Mompion  Moil,  £td. 

corporate  fashion 

51  East  42nd  Slreet.  Department  FB-1 
New  York.  N.Y  10017  •  (212)  687-6810 


TRS-80  COMPUTERS 

As  a  Radio  Shack®  Authorized  Sales 
Center  owned  &  operated  by  Pan  Amer- 
ican Electronics,  Inc.,  we  can  sell  them 
for  less.  No  taxes  collected  on  out-of- 
state  shipments.  We  pay  shipping  &  in 
surance 

TOLL  FREE  800/531 -7466 
Texas  &  Main  No.  512/581-2765 
1117  Conway,  Mission,  Texas  78572 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 


One  out  of  every  13  FORBES 
subscribers  is  a  millionaire 


Video  Cassette  Recorders 

6-Hour,  7-Day  Programmable  Quasar 
VH5150RW,  Reg.  $1400,  Your  Cost 
$919.  We  pay  U  P  S.  shipping  and 
insurance.  No  taxes  collected  on  out-of- 
state  shipments.  TOLL  FREE  800/ 
531-7466  Texas  &  Main  No.  512/ 
581-2765.  Pan  American  Electronics, 
Inc.,  1117  Conway,  Mission,  Tx.  78572. 


Many  new  years  you  may  see, 
but  happy  ones  you  cannot 
see  without  deserving  them. 
These  virtue,  honor  and 
knowledge  alone  can  merit, 
alone  can  produce. 
Lord  Chesterfield 


We  cannot  possibly  feel  for 
others;  it  is  solely  for 
ourselves  that  we  feel. 
Georg  C.  Lichtenherg 


The  ennobling  difference 

between  one  man  and  another — 

between  one  animal 

and  another — is  precisely 

in  this,  that  one  feels 

more  than  another. 

John  Ruskin 


A  Text . . . 

The  Lord  will  perfect 
that  which  concerneth  me. 
Psalm  138:8 


Sent  in  by  Helen  Meade,  Madison,  Wis. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


There  is  no  true  holiness 
without  humility. 
Thomas  Fuller 


The  American  citizen  is 
now  where  he  must  abandon 
his  favorite  expedients — 
especially  the  idea  that 
money  plus  authority  can 
rule  the  world.  He  must  at 
last  realize  that  ideas 
inspired  by  spiritual 
integrity  can  and  will 
make  the  modern  world. 
Frank  Lloyd  Wright 


A  man  who  is  paternal  but 
not  patronizing,  childlike 
but  not  childish,  is  extra 
special  and  usually  ends  up 
owning  the  world. 
Merle  Shain 


Thoughts 

on  the  Business  of  I  Mc 


I  Resolve 

To  strive  to  contribute  something 
to  the  world,  its  work  and  tlx 
people  in  it. 

To  spend  and  be  spent  in  worthy 
service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recalling 
always,  when  things  go  awry, 
"This,  too,  will  pass. " 

To  try  always  to  see  viewpoints 
other  than  my  own. 

To  make  humility  and  simplicity' 
so  much  a  part  of  myself  tlxit 
I  shall  become  as  a  child,  as 
one  of  those  of  whom  the  master 
declared,  "For  of  such  is 
the  kingdom  of  heaven. " 

B.C.  Forbes 


One  of  the  criteria  of  emotional 
maturity  is  having  the  capacity 
to  relate  to  other  people  in 
a  consistent  manner  with  mutual 
satisfaction  and  helpfulness. 
William  C.  Menninger 


Life  is  too  short 
to  be  little. 
Benjamin  Disraeli 


Who  can  sever  love  from  charity? 
Shakespeare 


Virtue  is  never  left  to 
stand  alone.  He  who  has 
it  will  have  neighbors. 
Confucius 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Peacefulness,  self-control, 
austerity,  purity,  tolerance, 
honesty,  wisdom,  knowledge 
and  religiousness,  these  are 
the  qualities  of  the  righteous. 
Bhagavad-Gita 


All  work  is  an 
act  of  philosophy. 
Ayn  Rand 


Let  those  who  would  affect 
singularity  with  success, 
first  determine  to  be  very 
virtuous,  and  they  will 
be  sure  to  be  very  singular. 
Caleb  C.  Colton 


Affected  simplicity 
is  refined  imposture. 
La  Rochefoucauld 


He  loves  humility  in  all  men 
but  himself,  as  if  he  did  wish 
well  to  all  souls  but  his  own. 
Thomas  Adams 


Sense  shines  with  a 
double  luster  when  it  is 
set  in  humility.  An  able 
and  yet  humble  man  is  a 
jewel  worth  a  kingdom. 
William  Penn 


The  happiest  people  aren't 
without  worries.  They  have 
learned  to  cope  with  them. 
Arnold  Glasow 


To  laugh  often  and  much: 
To  win  the  respect  of 
intelligent  people  and  the 
affection  of  children,  to 
earn  the  appreciation  of 
honest  critics  and  endure 
the  betrayal  of  false  friends; 
to  appreciate  beauty,  to  find 
the  best  in  others,  to  leave 
the  world  a  bit  better  whether 
by  a  healthy  child,  a  garden 
patch,  or  a  redeemed  social 
condition;  to  know  even  one 
life  has  breathed  easier 
because  you  have  lived. 
This  is  to  have  succeeded. 
R\lph  Waldo  Emerson 
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HARRIS  technology 
on  the 
job 


In  information 
systems, 

Harris  Corporation 
produces 
data  processing 
terminals, 
general-purpose 
computers, 
word  processing 
systems  and 
supervisory 
control  systems. 

Multi-function 
distributed  data 
processing  systems  from 

Harris  Corporation  provide  remote  access  to  central  computers 
plus  on-site  computing  power,  helping  business  and 
government  handle  growing  data  processing  workloads. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


HARRIS  1680  distributed  data  processing 
system  at  General  Foods 


Citibank.  N.A. 


This  multimillion-dollar  drilling  rig— financed  by  worldwide 
Citibank— is  exploring  Mexico's  multibillion-barrel  oil  reserve 


You  are  looking  at  a  milestone  in 
petroleum  exploration  — a  three- 
legged,  jack-up  drilling  platform 
that  is  the  first  such  rig  to  be  owned 
by  a  Mexican  company. 

"Azteca','  financed  by  a  substantial 
term  loan  made  jointly  by  Citibank  and 
a  Mexican  bank,  is  built  to  be  opera- 
tional even  during  the  Gulf  of  Mexico's 
hurricane  season,  against  50-foot 
waves  and  125-mph  winds.  To  help 
explore  Mexico's  vast  oil  reserves, 
estimated  by  some  experts  to  rival 
Saudi  Arabia's,  the  rig's  drill  string 
can  probe  to  a  depth  of  five  miles 
beneath  the  Gulf's  bottom. 

With  its  heliport,  its  water  distillation 
system,  and  a  generating  plant  that 
could  supply  sufficient  power  for  a 
good-sized  town,'Azteca"adds  up  to  a 
multimillion-dollar  investment.  It  is 
owned  by  Perforaciones  Man'timas 
Mexicanas,  S.A.,  a  subsidiary  of  the 


Protexa  group,  which  operates  the  rig 
under  contract  with  Pemex,  Mexico's 
state-owned  oil  company. 

"Citibank  met  both  requirements:' 

Says  P.M.M.'s  Finance  Director, 
Fernando  Ordaz:  "Even  beyond  the 
financing  resources  we  required,  we 

Fernando  Ordaz  (right*,  P.M.M.  s  Finance 
Director,  discusses  future  financing  plans  with 
Citibank  Resident  Vice  President, Patricio  TreviHo. 


wanted  the  advantage  of  wor' 
'oil  bankers'— specialists  in  pe 
financing.  Our  choice  of  Citit 
both  requirements'.' 

"Our  responsibility  as  Citibz 

Adds  Citibanker  Patricio  Tre 
"Today,  as  throughout  Citiban 
century  in  Mexico,  our  respotf 
Citibankers  is  to  contribute  ir 
way  possible  to  the  country's1'; 
development." 

The  responsibility  Citiban 
to  the  customers  and  commui. 
serve  is  something  you  don't 
look  beneath  the  surface  for. 
and  recognizable  wherever  tl 
international  bank  does  bus 
through  branches,  subsidia 
affiliates  around  the  world.' 


CITIBAN 

A  subsidiary  of  Cit 
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F  DEERE  &  CO. 


HOW  DEERE 
OUTCLASSED  THE 
COMPETITION 
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©1979  Toyota  Motor  Sales.  USA.  Inc 


WHAT 
FEELING 


TOYOTA 


With  the  Celica  Supra,  you  can 
enjoy  sporty  performance  in  richly 
deserved  comfort. 

As  prominent  automotive  critic 
Wade  Hoyt  wrote,  "The  Toyota  Celica 
Supra  is  proof  that  a  sports  car  need 
not  look  or  ride  like  a  packing  box  on 
roller  skates." 

He  praised  the  2.6  liter  6-cylin- 
der  engine  and  Supra's  Bosch- 
designed  fuel  injection  system  "that 
provides  easy  start-ups  and 
stumble-free  acceleration  through  all 
kinds  of  weather." 


Power  assisted  disc  brakes  on 
all  four  wheels,  and  manual  5-speed 
ovefdrive  transmission  (all  standard) 
contribute  to  Supra's  responsiveness. 

Hoyt  added, "The  piece  de  resist- 
ance is  the  optional  automatic  trans- 
mission With  four  forward  speeds, 
rather  than  the  usual  three.  It  is  the 
latest  and  the  best  in  a  new  genera- 
tion of  'smart'  automatics  that  no  car 
enthusiast  need  be  ashamed  of." 

With  pleasurable  power  comes 
powerful  pleasures.  And  the  list  of 
standards  is  incredible.  Like  power 


steering,  air-conditioning,  tilt  steer- 
ing wheel,  AM/FM/MPX  four  speaker 
stereo,  a  six  way  adjustable  driver's 
seat  and  an  extendable  map  light. 
While  everything  from  quartz  halo- 
gen high  beam  headlamps  to  a  time 
delay  illuminated  entry  are  standard, 
you  may  wish  to  indulge  in  cruise 
control,  even  glove  leather  seats! 

The  Toyota  Celica  Supra.  It's  a 
powerful  pleasure  that  has  grown 
up  for  the  likes  of  you. 


THE  CELICA  SUPRA. 
THE  SPORTS  CAR  HAS  GROWN  UP 


Today  in  business, 
you  not  only  have  to  know  who  does  what. 
You  have  to  know  who  owns  whom. 


To  meet  this  need,  the  Directory  of 
Corporate  Affiliations  is  published 
annually. 

The  leading  research  tool  for 
corporate  linkage.  Here  is  \heBook  on 
Who  Owns  Whom. 

Your  1400-pkis  page  guide  to  the 
corporate  structure  of  every  major 
U.S.  multi-company. 

According  to  a  recent  study,  more 
professionals  turn  to  it  for  this  type  of 
research  than  any  other  publication. 

It  is  used  in  combination — and  not  in 
competition — with  Dun  &  Bradstreet 
and  Standard  &  Poor's. 

The  multi-purpose  guide  to 
multi-companies.  The  Directory 
provides  managers  with  a  continuing 
report  on  the  structures  of  major  U.S. 
corporations. 
It  shows  financial  officers  the  scope 


of  customer  organizations,  to  simplify 
approval  of  new  accounts,  credit  limit 
increases  and  corporate  discounts. 

And — by  listing  companies  that  are 
associated  with  current  customers — 
it  provides  sales  professionals  with  a 
prospect  list  that  may  be  contacted  on  a 
"referral"  basis.- 

How  to  find  out  Who  Owns  Whom. 

Section  1  lists  4,000  U.S.  parent 
companies,  each  with  its  divisions, 
subsidiaries,  and  affiliates.  Included  are 
all  on  the  NYSE  and  Fortune  500,  most 
on  the  AMEX,  and  many  traded  O-T-C. 

Section  2  cross-references  the 
46,000  associated  organizations  with 
their  parent  companies. 

A  complete  service.  Your  subscription 
includes  a  separate  Geographical 
Index.  And,  5  Corporate  Action 
Bulletins  are  issued  over  the  year. 


All  for  only  $117.  Contact  us  today  for 
the  brand  new,  expanded  1980  edition. 

New  Foreign  Ownership  Index. 

This  booklet  lists  U.S.  and 
foreign  companies  with  corporate 
relationships.  $30  each,  plus  shipping. 


Directory  of  Corporate  Affiliations. 


□  Enter  our  order  for . 
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subscriptions  to  the  1980  Directory. 

Each  $117  +  shipping.  Plus  (qty) 

1980  Foreign  Ownership  Index(es) 
at  $30  each,  +  shipping.  No  charge  if 
returned  within  15  days. 

□  For  now,  pieasejust  send  information. 

Name  Title  

Company  

Address  


(No.  P.O.  boxes,  please— we  ship  U.P.S.) 
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State. 
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□  Bill  us.  □  Check  enclosed.  Subject  to 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


'The  way  I  see  it, 
clients,  agents  and  insurance  companies 
like  CNA  all  have  the  same  goal.  And  that's 

to  come  up  with  the  best  coverage  at  the  most  reasonable  cost 
over  the  long  haul.  Together,  we're  doing  it.  CNA  people  work 
closely  with  us  on  risk  management.  Identifying  risks  and 
suggesting  improvements,  like  putting  safety  treads  on  a  stair- 
way. A  small  thing,  maybe,  but  it  shows  how  this  three-way 
partnership  can  work.  And  how  clients  can  have  an  important 
effect  on  their  own  insurance  costs.  Because,  I  think  what  we 
have  to  be  is  together/'  ^  „  ^ 


INSURANCE  FROM 

CNA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


How  Johnson  Controls  gives  Helmut  Herbrech 


What  did  you  need  to  get  control  of? 

A  lot.  A  26-story  tower  with  1015  rooms  and  suites.  A 
dinner-theater  seating  1800  with  the  world's  largest  stage. 
A  jai  alai  fronton.  50  bowling  lanes.  An  arcade  with  over 
40  shops.  Two  movie  theaters.  Seven  restaurants.  And  a 
gaming  casino  big  as  two  football  fields.  It  all  adds  up 
to  1.6  million  square  feet.  There  are  buildings  within 
buildings  here.  It  takes  a  lot  of  control.- 


How  did  you  get  total  control? 

With  a  Johnson  Controls  JC/80  computer.  Johnson 
Controls  worked  with  us  from  the  beginning.  They 
designed,  built,  installed,  and  tested.  They  ran  IV2 
million  feet  of  wire.  HVAC  has  106  zones  plus  about 
350  thermostats.  Firesafety  has  116  manual  pull  stations, 
50  water  flow  sensors,  235  smoke  zones,  and  a  detector  in 
every  hotel  room.  We  have  52  paging  zones,  plus  a 
lifesafety  speaker  in  every  room — 2050  speakers  in  all. 
And  our  JC/80  monitors  and  controls  everything. 


Sounds  expensive. 

Not  when  you  look  into  it.  Of  course,  lifesafety  comes  first,  and  this 
building  has  got  to  be  as  safe  as  you  can  get.  Comfort,  too,  is  important. 
And  we  don't  stint  on  that.  But  we  can  count  up  real  savings,  too.  For 
the  first  three  months  we  ran  many  of  our  public  rooms  without  using  the 
JC/80.  But  with  the  computer,  we  found  we  saved  two  or  three  thousand 
dollars  a  month.  Another  thing,  we  have  44  full-time  maintenance 
engineers.  Without  the  JC/80,  we  would  need  56.  That  saves  us  about 
a  quarter  of  a  million  dollars  a  year.  Extensive  as  it  is,  this  system 
is  going  to  pay  for  itself  in  less  than  three  years. 


Helmut  Herbrechtsmeier 
Administrative 
Director-Engineer!  ng 
MGM  Grand  Hotel-Reno 


Were  there  any  special  problems? 

One  big  problem.  The  building  was  fast-tracked. 
Ordinarily  it  would  take  2%  years  to  build.  We  built 
it  in  just  16  months.  And  we  had  to.  We  had  advance 
commitments,  a  hotel-full  of  people  coming.  The  Reno  Fire 
Department  came  in  here,  pulled  the  plug  on  the  building, 
and  tested  the  entire  fire  system  using  just  the  emergency 
generators.  We  had  our  fingers  crossed,  but  it  worked  like 
a  charm.  We  really  thank  Johnson  Controls  for  that 


Would  you  call  on  Johnson  Controls  again? 

You  bet.  You  can't  run  a  building  like  this  out 
of  your  hip  pocket.  The  computer  is  here  to 
stay.  And  with  all  the  things  that  could  go 
wrong  here,  nothing  has.  Johnson  Controls  did 
a  great  job  for  us,  under  hurried  circumstances. 
They  did  the  whole  job  right 


JQHNSON 
CONTROLS 

The  total  control  company 


Your  single  source  for  design,  manufacture,  installation,  and  service  of  automated  building  controls.  Proprietary  or  time-shared 
Energy  management,  heating,  air  conditioning,  fire  management,  security,  and  communications.  c1979  Johnson  Controls,  Inc 
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NINE  GREAT  INVESTORS, 
THEIR  WINNING  STRATEGIES 
AND  HOW  YOU  CAN  APPLY  THEM 
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'This  Book  Is  Destined  To  Become  a  Stock  Market 
Classic. ..Dreman  Convincingly  Shows  How 
the  Individual  Investor  Can  Achieve  Superior 
Results  by  Playing  Against  The  Experts!' 
—JAMES  W.  MICHAELS 
EDITOR,  FORBES  MAGAZINE 


JohnTrain 


Two  new  answers  to  an  often-asked  question 


THE  PSYCHOLOGY  OF 
STOCK-MARKET  SUCCESS 


"Thai  Rarity  - 
An  Extremely  Readable  and  Useful  Book 
That  Will  Be  of  Great  Value  Both  to 
the  Layman  and  the  Professional." 
—WARREN  BUFFETT 


I 
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In  one  minor  respect  at  least,  1980  is  off 
to  a  great  start.  For  a  long  time  now 
we've  been  at  something  of  a  loss  when 
friends  or  colleagues  ask:  "Can  you  rec- 
ommend a  few  good  books  on  invest- 
ing?" It  wasn't  easy.  There  was  Ben  Gra- 
ham's classic,  of  course,  The  Intelligent 
Investor,  but  it's  more  than  40  years  old 
and  somewhat  heavy  going.  Charles 
Mackay's  Extraordinary  Popular  Delu- 
sions and  the  Madness  of  Crowds  is  more 
than  a  century  old.  Burton  Malkiel's  A 
Random  Walk  Down  Wall  Street  in  1973 
and  Adam  Smith's  Tfie  Money  Game  were 
good  but  limited.  More  recent  books?  All 
in  all,  a  limited  choice. 

Lo!  The  new  year  has  hardly  begun  and 
Harper  &  Row  publishes  John  Train's  Tlx 
Money  Masters  (224  pages,  $11.95).  Then 
next  month  Random  House  is  putting 
David  Dreman's  Contrarian  Investment 
Strategy  into  the  bookshops.  Two  out- 
standing books  in  a  field  where  there  are 
few  such.  Neither  is  for  rank  amateurs, 
but  you  needn't  be  a  CPA  or  a  Ph.D. 
economist  to  enjoy  them. 

Train  devotes  a  chapter  in  his  book  to 
each  of  nine  individuals  he  considers  the 
outstandingly  interesting  investment 
people  of  our  time.  He  doesn't  just  tell 
you  what  Rowe  Price  and  Warren  Buffett 
and  Philip  Fisher  think  and  what  they 
buy  and  sell.  He  tells  what  kind  of  people 
they  are  and  how  their  individual  psy- 
chologies bear  upon  their  success.  He 
tells  it  all  with  clarity  and  a  touch  of 
irony.  Read  this  book  carefully  and  in  a 
couple  of  pleasant  weekends  you  can  get 
as  good  a  perspective  on  investing  as  you 


could  get  at  Harvard  or  Stanford  in  a  fi 
school  year  for  $10,000. 

David  Dreman  doesn't  write  wi 
John  Train's  grace,  but  his  insights  are 
sharp  and  his  data  so  strong  that  a  caref 
reading  of  Dreman's  new  book  is  bou: 
to  make  almost  anyone  a  better  invest 
Dreman's  essential  theme:  Like  gen< 
als,  political  pundits  and  shrinks,  mc 
stock  market  experts  are  wrong  at  mc 
crucial  junctures.  He  delves  into  psycho 
ogy  as  well  as  into  statistics  to  show  wl 
this  is  so.  And  he  lays  out  a  beat-th 
experts  strategy  that  even  Aunt  San 
can  use  if  she  has  the  nerve  for  it. 

Do  these  two  books  and  their  authc 
sound  familiar?  Of  course.  Substanti 
excerpts  from  both  appeared  in  Forb 
last  year — and  Train,  of  course,  is  a  reg 
lar  Forbes  columnist.  We'll  be  doing  mo 
of  the  same  this  year — poring  throu| 
promising  manuscripts  for  books  v 
think  should  be  brought  to  Forbes  reai 
ers'  attention.  The  Train  and  Drem, 
books  bid  to  become  minor  classics 
their  field  and  we  are  equally  proud  of  tw 
other  book  excerpts  we  published  last  fa] 
one  from  Ashby  Bladen's  lucid  and  sligh 
ly  scary  How  to  Cope  with  the  Developir 
Financial  Crisis  and  the  iconoclastic  chai 
ter  on  John  Kenneth  Galbraith  froi 
George  Gilder's  Wealth  and  Poverty. 

In  1980  we'll  be  looking  for  muc 
such — not  just  anything  interesting  bi 
excerpts  from  books  that  have  som 
thing  new  and  fresh  to  say  that  the  pei 
pie  who  own  and  run  American  busine.' 
should  listen  to. 
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When  you  buy  your  new  GM  car  or  truck... 

LOOK 

The  General  Motors  Continuous  Protection  Plan  offers  comprehensive 
protection  against  major  repair  bills.  But  look  carefully  for  our  name. There 
are  other  repair  plans  available  which  may  not  offer  the  same  protection. 

COMWVRE 

Check  out  any  other  plan  you  may  see.  Compare  it  point-by-point 
to  the  GM  Plan  using  the  checklist  below. 

TEAR  OUT 

Take  this  page  to  your  dealer  to  be  absolutely  sure  you  get  the  comprehensive  repair 
protection  of  the  genuine  GM  Continuous  Protection  Plan. 


For  3  years  or  36,000  miles  -  whichever  comes  first, 
the  General  Motors  Continuous  Protection  Plan  pays 
major  repair  Pills  for  78  components  of  nine  major 
assemPlies.  And  GM  provides  a  car  rental  allowance 
if  your  car  becomes  inoperative  requiring  overnight 
repair  for  any  condition  covered  under  the  GM  new 
vehicle  limited  warranty  —  and  after  the  warranty  for 


failure  of  any  components  covered  by  the  Plan.  And 
there  are  other  important  features.  Compare  it  with 
other  plans  and  we're  sure  you'll  choose  GM  peace  of 
mind.  Take  any  other  plan  you  may  be  considering, 
read  it  carefully  and  fill  in  its  coverage  in  the  blanks 
on  the  checklist  below.  We  don't  think  you'll  find 
another  repair  plan  that  even  comes  close. 


COMPARE  THE  GM  CONTINUOUS  PROTECTION  PLAN  WITH  ANY  OTHER  REPAIR  PLAN 


Use  this  chart  to  check  the  coverage  of  any  other  repair  plan 
you  may  be  considering 


GM  Continuous  Protection  Plan 
Coverage 


Other  Plans  Coverage 
(Enter  YES  or  NO) 


Covers  up  to  78  components 
Maior  assemblies  covered 
Engine 
Transmission 
Front  Wheel  Drive 
Rear  Wheel  Drive 
Steering 

Front  Suspension 
Brakes 

Electrical  System 
Air  Conditioner 
Additional  Coverage 

Honored  at  over  15.000  dealers  in  the  U.S.A.  and  Canada 
Rental  car  allowance  for  any  warranty  condition 
requiring  overnight  repair  due  to  vehicle  disablement 
325  towing  allowance  for  any  reason  during  warranly 
60-Day  money-back  trial  offer 


YES 

YES 
YES 
YES 
YES 
YES 
YES 
YES 
YES 
YES 

YES 

YES 
YES 
YES 


Don't  settle  for  less 


Continuous 
Protection 
Plan 


Takes  care  of  you  as  well  as  your  car,  light  duty  truck  or  van 
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Edited  By  John  A.  Conway 


Nuts  to  you,  Ayatollah 

President  Carter  delivered  one  and  per- 
haps the  only  telling  blow  against  Iran's 
economy  when  he  banned  the  Ayatol- 
lah's  oil  from  the  U.S.,  but  other  Ameri- 
cans are  venting  their  feelings  with  boy- 
cotts of  their  own — with  mixed  results. 
Some  tony  caterers  have  stopped  selling 
Iranian  caviar  and  pistachio  nuts;  some 
sellers  of  Persian  rugs  are  drawing  brick- 
bats instead  of  bids  at  their  auctions,- 
some  travel  agents  are  writing  nasty  let- 
ters to  Washington,  protesting  that  the 
Treasury  Department  still  lets  them  do 
business  with  Iran  Air  and  others  are 
refusing  to  sell  tickets  on  the  airline. 
Actually,  these  miniboycotts  are  more 
fuss  than  force.  The  anti-Iran  spirit 
manifested  at  the  Persian  rug  auctions  is 
probably  sparked  by  the  fact  that  many 
of  the  rug  merchants  are  Iranians.  New 
York's  big  stores  have  felt  no  such  pres- 
sure and  Lee  Beshar,  a  major  rug  retailer, 
thinks  the  dealers  are  resented  more  for 
their  aggressive  bazaar-style  sales 
pitches  than  for  their  ethnic  origin.  And 
nature  has  dealt  the  real  blow  to  Iran's 
pistachio-nut  market  and  delivered  it  to 
California's  growers.  During  the  past  ten 
years,  imports  of  Iranian  pistachios  have 
averaged  more  than  20  million  pounds 
annually  and  even  in  1979  reached  15 
million.  In  December  the  Tehran  Times 
announced  that  Iran  would  ship  no  more 
nuts  to  the  U.S.  It  didn't  say  that  bad 
weather  had  wiped  out  80%  to  90%  of 
the  country's  current  crop. 


A  New  York  caterer  does  his  bit 

A  helping  hand  for  the  President. 

The  elusive  recession 

Nancy  Teeters,  the  Federal  Reserve 
Board's  first  and  only  woman  member,  is 
one  more  expert  who  can't  understand 
where  the  recession  is.  "I'm  deeply  puz- 
zled," says  the  former  chief  economist 
for  the  House  Budget  Committee.  De- 
spite tight  money  (which  she  and  the 


rest  of  the  Fed  tightened),  inflation  and 
massive  layoffs  in  the  sputtering  auto 
industry,  she  admits  the  economy  "is  a 
lot  more  buoyant  than  I  thought  it  would 
be."  Governor  Teeters  is  not  alone  in  her 
puzzlement,  although  most  forecasters 
still  expect  a  recession  in  1980.  Econo- 
mists for  20  corporations  told  the  Busi- 
ness Council  they  expect  a  slide  lasting 
into  the  summer  and  an  unusually  slow 
comeback,  also  that  the  drop  would  be 
milder  than  that  of  1974-75,  with  unem- 
ployment well  below  8%.  Mrs.  Teeters  is 
sure  of  one  thing,  that  consumer  spend- 
ing cannot  continue  at  its  present  clip:  "I 
don't  know  where  people  are  going  to  get 
the  money  to  buy  anything."  And,  as  a 
resident  of  an  oil-heated  house  in  Wash- 
ington, she  is  painfully  aware  of  infla- 
tion. "Have  you  seen  your  heating  bill 
lately?"  she  asks. 

Italy  looks  East 

The  sons  of  imperial  Rome  are  borrow- 
ing from  the  grandsons  of  Japan's  Meiji 
emperors.  One  more  attempt  is  being 
made  to  aid  the  Mezzogiorno,  Italy's 
chronically  impoverished  south,  where 
inflation,  labor  strife,  terrorism  and  ban- 
ditry, although  not  as  rampant  as  in  the 
industrialized  north,  are  still  prevalent. 
Taking  his  cue  from  the  sogo  shosha,  the 
trading  companies  that  are  the  main- 
spring of  fapan's  economy,  Dr.  Gaetano 
Liccardo  has  set  up  FIME  Trading  Co.,  a 
subsidiary  of  FIME  (Finanziaria  Meri- 
dionale),  a  public  combine  of  banks,  cred- 
it institutions  and  the  state-owned  oil 
company.  Liccardo  designed  FIME  Trad- 
ing on  the  Japanese  model  to  boost  the 
south's  exports,  which  up  to  now  have 
been  mainly  idle  workers — during  one 
period  as  much  as  20%  of  the  population. 
With  25,000  member  firms,  he  hopes  to 
weld  the  Mezzogiorno's  fragmented  cot- 
tage industries  into  combines  that  can 
compete  with  the  established  giants  in 
the  north  and  outside  Italy.  The  trading 
company  will  supply  administrative  and 
managerial  help,  financing,  liaison  with 
government  and  the  big  banks,  guaran- 
tees of  service  to  buyers  and  internation- 
al marketing  services.  Liccardo,  vice 
chairman  of  the  parent  Finanziaria  Meri- 
dionale,  hopes  that  by  doing  this,  his 
member  firms  will  be  able  to  devote  their 
full  energies  to  manufacturing  and  fulfill- 
ing large-scale  orders. 

From  Russia  with  love 

The  Russians,  of  all  people,  may  help 
ease  our  energy  crunch  by  selling  back  to 
the  U.S.  an  electricity-generating  process 
that  Americans  developed  in  the  first 
place.  This  is  the  magnetohydrodynamic 


(MHD)  generator,  which  eliminates  th 
mechanically  driven  turbines  used  j 
conventional  power  plants.  Instead,  ga: 
es  from  burning  fuel  are  superheated  ui 
til  they  become  electrically  charge* 
these  ionized  gases  are  put  through 
magnetic  field  and  the  current  induce 
drawn  off  into  power  lines.  The  MH1 
process,  promising  55%  to  60%  more  ej 
ficiency  than  the  best  steam  or  gas  tu: 
bine  power  plants,  was  pioneered  by  com 
panies  like  Avco,  Westinghouse  and  Ger, 
eral  Electric  20  years  ago  but  shelved  ij 
that  era  of  cheap  fuel  and  burgeonin 
nuclear  energy.  The  Russians  took  th 
basic  process  and  developed  it  until  MH1 
electricity  is  now  helping  feed  the  powe 
grid  of  Moscow.  The  Soviet  foreign  trac 
ing  organization,  Licensintorg,  has  give 
Worldtech,  a  subsidiary  of  Control  Dat 
Corp.,  exclusive  rights  to  sell  30  techno^ 
ogies,  including  MHD,  here.  Meanwhih 
Boeing,  Westinghouse,  Avco,  TRW,  Ger 
eral  Electric  and  others  are  scrambling  t 
develop  all-American  MHD. 


jtLu 


mo 
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Saving  on  seniors 

Taxpayers  will  save  about  $455  millioi 
over  the  next  half-decade  if  Congresi 
buys  President  Carter's  proposal  to  elirn 
inate  Social  Security's  so-called  mini 
mum  benefits,  $122-a-month  payment 
designed  to  help  low-income  worker 
whose  earned  benefits  are  barely  abov 
the  survival  level.  The  General  Account 
ing  Office,  Congress'  investigative  arm 
agrees  with  the  President  that  the  mini 
mums  could  be  dropped  safely  becaus 
most  of  those  who  deserve  them  qualif 
for  aid  under  the  Supplemental  Secunt 
Income  program,  which  is  based  on  fi 
nancial  need.  Many  of  those  now  qualify 
ing  for  the  minimum  benefits,  the  GAC 
adds,  are  moonlighting  federal  worker; 
who  build  up  just  enough  credit  througl 
outside  jobs  to  give  them  a  little  Social 
Security  as  a  topper  on  their  regular  gov 
ernment  pensions.  (Federal  salaries 
not  come  under  Social  Security.)  To  tak< 
care  of  those  few  senior  citizens  whc 
might  lose  out  if  the  $122  minimum 
were  dropped,  the  GAO  recommend 
limited  federal  payments  to  replace  thei 
lost  Social  Security  checks. 


What  price  treason? 

Benedict  Arnold  was  born  too  soon 
Twentieth  Century-Fox  has  arrangec 
that  two  modern-day  spies  be  paid  lavish 
ly  for  the  rights  to  their  story  of  selling 
U.S.  secrets  to  the  Soviet  Union.  Lee  wa: 
a  dope  peddler;  Boyce  worked  on  secrel 
military  projects  for  TRW.  For  $77,000.1 
they  delivered  data  on  American  spy-in- 
the-sky  satellites  to  the  Russians,  were 


3! 
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aught  and  convicted  of  espionage.  Rob- 

rt  Lindsey,  a  West  Coast  reporter  for  Tfje 
mew  York  Times,  made  a  best-selling  book 
tut  of  their  exploits,  The  Falcon  and  the 
Ytowman.  To  keep  itself  out  of  the  posi- 
,;  ion  of  paying  spies,  20th  Century  added 
1 50,000  to  what  it  is  paying  Lindsey  for 

is  book.  He  is  supposed  to  pass  this  on  to 
,  ee  and  Boyce,  adding  another  $50,000  of 

is  own.  And  Benedict  Arnold?  For  hand- 
ng  over  the  secrets  of  West  Point's  de- 
fenses in  the  Hudson  River  Valley  in 
1 780,  the  British  paid  America's  most 
.imous  traitor  a  handsome  6,000  pounds, 
i tie  equivalent  of  $30,000. 


'enedict  Arnold 


I  .'vert  spying  comes  higher  these  days. 


Gasohol  versus  oil 

Clifton  C.  Garvin  Jr.,  Exxon's  chairman 
nd  a  man  who  should  know,  sees  a 
juture  for  gasohol  (gasoline  stretched  out 
\rith  added  alcohol)  as  a  viable  fuel — but 
nth  large  reservations.  "Let's  do  it,"  he 
ays,  "but  let's  look  at  the  parameters." 
liasohol's  champions  urge  growing  more 
[om  and  fermenting  it  to  produce  alco- 
lol,  for  instance,  saying  they  would  bring 
more  acreage  out  of  government- sup- 
ported land  banks,  use  diesel  fuel  to  till 
(he  soil,  fertilize  it  and  then  ferment  the 
rain.  The  fuel  for  plowing,  reaping, 
naking  the  fertilizers  and  powering  the 
srmentation  process,  Garvin  points  out, 
drives  from  oil.  "When  you  get  through 
vith  this  process,"  he  says,  "it  takes  IV2 
»imes  as  much  energy  to  make  that  gal- 
on  of  alcohol  as  you  get  out  of  it.  If  you 
ive  in  Nebraska  or  Iowa  or  some  place 
like  that,"  he  adds,  "it  seems  to  make 
jense."  To  Garvin  it  does  not  make 
ense — unless  it  can  be  done  without  us- 
ng  petroleum.  "If  you  can  make  that 
ame  alcohol  by  using  coal,  okay,  you  get 
•art  gain,"  he  says.  "Or  if  you  go  to 
liomass — waste  material — but  do  not 
ise  petroleum,  then  you  can  do  it." 
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Micromite,  a  full-featured  portable  that 
lets  you  capture  every  idea  instantly— 
any  place,  any  time.  Micromite  uses 
small,  easy-to-use  micro  cassettes.  It 
has  our  exclusive  Q-Alert,  so  you  can 
"flag"  special  instructions  for  your 
secretary.  And  it's  compatible  with  our 
new  Micro  Master,  the  first  desktop 
system  with  microprocessor  technology. 

©Dictaphone 

Instruments  of  Leadership 
^For  more  information,  fill  in  the  coupon  or  call  toll-free:^ 

800-431-1708 

(In  New  York,  call  914-967-2249) 


Name  

Telephone. 

Address  

City  


Title. 


.State. 


.Zip. 


Mail  to:  Dictaphone  Corp.  TF-10 
105  Oak  Street  Norwood,  New  Jersey  07648 

Dictaphone,  Micromite,  Micro  Master,  Microdictation,  and 
Q-Alert  are  trademarks  of  Dictaphone  Corporation,  Rye,  N.Y. 


8,000  ACRES  IN  NEIGHBORHOOD  OF  WHITE  HOUSE. 


When  you  choose  to  locate 
your  company  in  Fairfax  County, 
Virginia,  you  can  select  a  site 
from  over  8,000  acres  just  30 
minutes  from  Capitol  Hill.  That 
kind  of  access  is  what  brought 
over  1,200  major  corporations 
and  associations  here,  including 


Honeywell,  Mobil  Oil  and  TRW. 
And  not  only  will  your  move  to 
Fairfax  County  put  you  in  close 
proximity  to  the  legislative  and 
regulatory  bodies  of  government,  Name/Title — 
it'll  also  remove  you  from  many 

big-City  problems.  Company/ Phone. 

Of  course,  the  social,  cultural 

Address  


and  aesthetic  advantages  of  life  in 
Fai  rfax  County  are  another  story. 
That's  not  for  sale,  it's  free.  F- 1 4 


FAIRFAX  COUNTY,  VIRGINIA. 

THIS  MAY  BE  1HE  BEST  PUKE  IN  AMERICA  FOR  BUSINESS  TO  WORK. 


City- 


State/Zip_ 


Inquire  in  confidence  to:  Mr  David  Edwards,  Executive  Director,  Fairfax  County  Economic  Development 
Authority.83300ldCourthouseRoad,Suite800,  Tysons  Corner,  Vienna,  Virginia 22180 Phone (703)  790-0600 


Over  30  years  ago,  C.  E.  Shannon,  a  Bell  scientist,  formulated 
information  theory,  a  way  to  predict  how  much  information  can  be 
transmitted  in  electronic  communications.  It  was  a  landmark  in  the 
knowledge  business. 

Since  then,  Bell  scientists  have  led  the  way  in  electronic 


communications,  developing  new  information  management  systems,  new 
applications  of  knowledge. 

Recently  sociologists  such  as  Daniel  Bell  began  discussing  the 
emergence  of  knowledge  workers  and  the  implications  of  the  knowledge 
business  for  all  of  society.  It  is  only  now  that  the  business  applications  of 
information  management  utilizing  advanced  communications  are  being  fully 
realized,  increasing  efficiency,  lowering  costs,  improving  profits. 

Theoretical  knowledge,  codified  and  turned  to  practical  applications. 
That's  our  business. 

The  time  is  right  for  corporations  to  discuss  with  the  Bell  System 
the  future  as  we  practice  it  now  With  lasers,  satellite  communications, 
magnetic  bubble  memories,  fiber  optics,  microelectronics.  With  thousands  of 
experienced  information  management  scientists,  engineers  and  marketing 
experts,  backed  by  a  service  staff  that  is  superb. 

We  are  insight.  We  are  change.  We  are  the  future. 

And  we  can  put  it  to  work  for  your  business. 

The  knowledge  business 


Follow-Through 


new  1980  Seed 
Catalog-'FREE 

Featuring  new 
exciting  vegetable 
and  flower 
varieties  for  the 
home  gardener. 

The  new  184-page 
Burpee  Catalog 
is  a  comprehensive 
planting  and 
growing  guide  with 
over  1800  vegetables, 
flowers,  fruits,  shrubs  and  trees.  Plus 
helpful  hints  from  Burpee's  horti- 
culture experts  on  how  to  have  a  more 
productive  garden.  Send  for  your 
free  copy  today. 

If  you  ordered  from  Burpee  last  year, 
you  will  automatically  receive  your  free 
Burpee  catalog  in  1980. 

©  Burpee  Seed  Co.  1979 

BURPEE  SEED  CO. 

1620  Burpee  Bldg. ,  Warminster,  Pa.  18974; 
or  Clinton,  1A  52732;  or  Riverside,  CA  92502 

(Please  mail  to  nearest  address) 
Yes.  Please  send  me  the  1980  Burpee 
Seed  Catalog  FREE. 

Name- 


( Please  pnnr) 


Address 


City 
State- 


Zip 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  NY  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name         (please  prim  i 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 


Forecasts  on  wheels 

"General  Motors  says  it  can  make  this  the 
fourth  tx)t  car  year  in  a  row.  Wall  Street  says 
it  can't.  Wall  Street  may  be  wrong.  Here's 
why. " 

Those  confident  words  were  written 
as  Detroit  headed  into  its  1979  model 
year  (Forbes,  Nov.  13,  1978).  The  1979s 
had  been  unwrapped,  as  tradition  dictat- 
ed, around  Oct.  1,  when  the  model  year 
begins.  Chairman  Thomas  A.  Murphy  of 
General  Motors  had  delivered  his  ritual 
forecast  for  the  new  models  in  August. 
The  auto  industry  would  sell  15.5  million 
1979  vehicles  (including  imports),  Mur- 
phy said,  1 1.5  million  passenger  cars  and 
4  million  trucks.  In  May  1979,  amid 
clouds  of  doubt,  he  repeated  that  cheerful 
prediction  to  the  GM  shareholders. 

Then  the  brakes  went  on.  The  long 
lines  that  had  appeared  and  then  faded  at 
gasoline  stations  in  California  early  in 
the  year,  re-formed  across  the  country. 
By  August,  when  time  rolled  around  for 
Murphy's  annual  look  into  the  crystal 
ball  for  the  1980  models,  even  his  irre- 
pressible optimism  had  been  tempered. 
Looking  backward,  the  GM  chairman 
said  that  the  1979  models  would  total  a 
million  units  fewer  than  his  original  fore- 
cast, or  10.8  million  cars  and  3.7  million 
trucks.  The  1980s,  he  went  on,  would  do 
better,  but  not  much,  with  11  million 
passenger  cars  and  3.75  million  trucks, 
for  a  total  of  14.75  million. 

The  final  tally  for  model-year  1979  is 
now  on  the  books.  The  industry  sold 
almost  14.7  million  cars  and  trucks,  close 
to  1  million  below  Murphy's  glowing 
outlook  in  1978  but  almost  on  the  money 
with  his  corrected  one  of  last  summer. 
And,  despite  the  backtracking  forced  on 
them,  Murphy  and  his  strategists  had 
proven  again  that  Forbes  had  correctly 
assessed  General  Motors  in  that  1978 
report  as  "one  of  the  nation's  really  su- 
perbly managed  corporations."  In  April 
1979,  when  those  lines  at  the  gas  sta- 
tions were  once  again  driving  home  the 
message  that  the  small,  fuel-saving  auto- 
mobile was  here  to  stay,  GM  rolled  out 
its  brand-new  line  of  "X-cars,"  small, 
front-wheel-drive  models  bearing  Chev- 
rolet, Buick,  Oldsmobile  and  Pontiac 
nameplates.  The  1979  model  year  would 
have  looked  much  worse  without 
them — the  X-cars  gave  GM  dealers  extra 
sales  of  more  than  400,000  automobiles. 

And  what  about  the  downbeat  Wall 
Street  judgments  that  Forbes  had  sniffed 
at  in  1978?  In  the  fall  of  that  year,  the 
market's  pessimism  had  stalled  GM's 
stock  in  the  low  60s,  only  a  notch  above 
book  value.  As  1979  wound  down,  GM 
was  selling  in  the  low  50s. 


Missing  the  bus 

More  than  two  years  ago,  Washingtq 
decreed  that  the  bus  of  the  future  wou 
be  the  "Transbus,"  a  low-floored,  rampe 
affair  that  the  government  had  spent  $2 
million  to  design  (Forbes,  Follon 
Through,  Oct  1,  1977).  The  Secretary  « 
Transportation,  Brock  Adams,  even  set 
Sept.  30,  1979  deadline  for  it.  The  dea< 
line  has  passed  into  history  and  a  worl 
able  Transbus  isn't  even  on  a  drawin 
board,  much  less  on  a  city  street.  Adarr 
himself  is  history;  the  Carter  Admini 
tration  replaced  him  in  July  with  Ne 


Buses  battling  New  York  traffic 

The  future,  alas,  is  still  the  future. 
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Goldschmidt,  who  was  mayor  of  Port) 
land,  Ore. 

The  two  surviving  U.S.  transit-bu 
manufacturers,  General  Motors  an< 
Grumman  Flxible  (a  third,  Americai 
Motors,  dropped  out  in  1978),  declineo 
even  to  bid  on  the  Transbus.  Nor  hav< 
foreign  busmakers  displayed  any  inter 
est,  though  John  DeLorean,  the  ex-GA» 
executive  now  cranking  up  to  build  • 
stainless-steel  sports  car  in  Northern  Ire 
land  (with  $100  million  in  British  gov 
ernment  funds),  thinks  he  could  build  i 
German-designed  Transbus — if  someone 
would  put  up  the  money. 

Flxible's  then-president,  Thomas  Ber 
nard,  backed  off  last  spring  because,  ht 
said,  "the  contract  specifications  woulo 
only  interest  somebody  intent  on  goinj 
out  of  business."  Robert  Truxell,  general 
manager  of  the  GMC  Truck  &  Coach 
Division,  blamed  federal  design  and  pro 
curement  policies.  Initial  contracts  had 
to  be  on  a  low-bid  basis  but  Washington 
said  it  might  award  future  ones  based  on 
life-cycle  costs.  That,  said  Truxell,  meanl 
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Why  should  you  care  that 
The  Travelers  pioneered  loss  prevention 
services,  retrospective  rating  and  other 
plans  for  funding  losses,  established  a 
countrywide  network  of  claims  and  loss 
prevention  specialists,  offers  captive 
insurance  management  services,  and  pro- 
vides insurance  and  financial  services  to 
238  of  the  FORTUNE  500  companies? 

Because  with  all  that  going  for  us, 
your  agent  or  broker  can  have  a  lot  going 
for  you. 

If  you  d  like  more  information 
about  our  full-service  capabilities  or  our 
selected  services,  ask  your  agent  or  broker 
to  write  The  Travelers,  Special  Accounts 
Marketing,  One  Tower  Square,  Hartford, 
Connecticut  06115. 

your/ Independent  I 

!r™l^zrJ  THE  TRAVELERS 


Wc  offer  life,  health,  auto  and  homeowners  insurance  and  mutual  funds  and  variable  annuities  for  individuals, 
and  virtually  all  forms  of  insurance  for  businesses.  The  Travelers  Insurance  Company,  The  Travelers  Indemnity  Company, 
Travelers  Equities  Sales  Inc.,  and  other  Affiliated  Companies  of  The  Travelers  Corporation,  Hartford,  Connecticut  06115. 


Good  news 

for 

Wwd  People. 


In  business,  there  are  basically  two  kinds 
of  people. 

Word  People.  And  Numbers  People. 
If  you're  a  Word  Person,  this  ad  is  for 

you. 

And  so  is  this  new  machine:  The  Xerox 
860  Information  Processing  System. 

It  can  rearrange  paragraphs,  change 
margins,  correct  misspellings  and  type  out  a 
virtually  endless  series  of  text  revisions  at  the 
speed  of  hundreds  of  words  a  minute. 

And  it  remembers  everything  it's  done 
for  future  reference.  Or  additional  changes. 

But  it  also  does  something  you  might 
not  expect  from  a  word  processing  system. 

It  processes  numbers. 

Because  in  business  today,  Word  People 
have  to  manage  numbers.  And  Numbers 
People  have  to  manage  words. 

And  everyone,  but  everyone,  has  to 
manage  information. 


XEROX 


"/  think  it's  terrific." 


XEROX®  and  860  art  trademarks  of  XEROX  CORPORATION. 


Good  news 

*  for 
Numbers  People 


"I give  it  a  10." 


In  business,  there  are  basically  two  kinds 
of  people. 

Word  People.  And  Numbers  People. 

If  you're  a  Numbers  Person,  this  ad  is 
for  you. 

And  so  is  this  new  machine:  The  Xerox 
860  Information  Processing  System. 

It  can  compute,  do  statistics  and  per- 
form the  routine  work  that's  essential  in 
managing  records,  measuring  work  per- 
formance and  so  on. 

And  it  remembers  everything  for  future 
reference.  Or  additional  changes. 

But  it  also  does  something  you  might 
not  expect  from  a  numbers  processing 
system. 

It  processes  words. 

Because  in  business  today,  Numbers 
People  have  to  manage  words.  And  Word 
People  have  to  manage  numbers. 

And  everyone,  but  everyone,  has  to 
manage  information. 


XEROX 


The  Dunhill  search. 

A  telephone  handshake 
is  your  start-up  cost. 


There  is  a  major  advantage  to 
Dunhill  Contingency  Search.  It  costs 
you  nothing  more  than  a  conversation 
until  after  we  complete  a  search  that 
results  in  a  new  hire.  Just  as  Dunhill 
recruits  professionals,  so  are  Dunhill 
recruiters  themselves  professionals. 
They're  trained  in  the  demands  of  a 
broad  range  of  industries  and 

Dunhill 

The  National  Personnel  System. 

See  your  telephone  directory  for  the  nearest  Dunhill  office. 


occupations. 

Thus  you  are  assured  the  Dunhill 
associate  assigned  to  assist  your 
company  is  sufficiently  conversant  with 
your  industry. 

Put  the  Dunhill  search  team  to 
work  for  you  today.  We'll  find  the  hard- 
to-find  person  you  need  in  the  $15- 
50,000  range.  With  no  start-up  cost. 


Don't  Expect  A  State 
That  Can't  Balance 
Its  Own  Budget  To  Be 
Good  Jbr  Business. 

Many  of  the  states  making  a  hue 
and  cry  for  new  business  would  do 
well  to  pay  more  attention  to  their  own. 

Certainly,  our  experience  here  in 
Virginia  over  the  past  200  years  would 
suggest  that  a  balanced  state  budget 
creates  the  best  climate  for  business. 

It  encourages  lower  corporate  taxes, 
so  that  industry  does  not  have  to  pay 
for  the  financial  sins  of  government. 

And  second,  businessmen  know 
that  they  can  expect  support  from  a 
government  that  plays  by  the  same 
rules  and  faces  the  same  bottom  line. 

If  you  want  the  best  location  for 
your  company,  look  at  the  business 
climate  in  Virginia.  And  remember  that 
probably  no  other  state  has  balanced 
its  budget  for  as  long  as  we  have.  Just 
contact  the  Division  of  Industrial 
Development,  Richmond, Va.  23219. 


Robert  C.  Watti.Jr.  State  Treasurer 


Virginia 


FollowThrough 


designing  two  buses,  one  for  the  initi 
low  bid  and  a  second  to  compete  on  lif: 
cycle  standards. 

Two  forces  sparked  the  Transbus  id 
The  Rehabilitation  Act  of  1973  implie 
that  mass  transit  should  be  adapted  U 
the  handicapped;  the  succeeding  gas* 
line  crises  made  getting  Americans  on 
of  their  cars  more  and  more  urgerl 
About  4,500  new  buses  are  needed  eac 
year  as  replacements  by  the  52,000-vehi 
cle  urban  fleet,  and  that  is  about  th 
number  produced.  Both  GMC  and  Flxifr 
make  a  standard  "advanced"  40-foot  bu 
complete  with  a  "kneeling"  front  en 
and  a  hydraulic  wheelchair  lift.  (The  la 
ter  accounts  for  up  to  $19,000  of  the 
$120,000-to-$  130,000  cost.)  Mass  trans 
advocates  talk  10,000  buses  a  year  by  th 
mid-80s;  Congress  sees  the  fleet  increa 
ing  to  at  least  55,000  by  1994. 

While  both  manufacturers  report  ont 
year  order  backlogs  of  around  2,000  buse 
each,  GMC  says  it  could  produce  5,00 
buses  a  year  but  that  it  would  take  si 
months  to  line  up  suppliers  for  any  sue 
increase.  Its  competitor's  problems  starl 
ing  up  a  new  plant  brought  a  sharp  earn 
ings  drop  in  last  year's  first  quarter;  Flxi 
ble  also  got  a  new  president,  Robert  Lan 
don.  He  reports  buses  are  now  rolling  ou 
at  their  target  rate  of  eight  per  day,  an 
he  too  is  thinking  of  expansion. 

With  Transbus  sidelined,  cities  ar 
buying  again.  Los  Angeles  is  orderin 
940  coaches  this  month;  New  York  Cit 
expects  837  new  Flxibles  beginning  late 
in  the  year.  Chicago,  with  a  reasonabl 
new  fleet,  has  bought  20  German  articu 
lated  buses  (which  bend  around  corners 
and  likes  them.  It  has  no  buses  on  ordei 
however,  and  will  buy  no  American 
made  ones  this  year.  Greyhound  has 
31 -foot  heavy-duty  bus  for  smaller  citie 
and  says  it  has  orders  for  230. 

What  about  Transbus?  It  may  not 
dead  but  it  doesn't  seem  likely  to  get  ou' 
of  the  barn.  A  special  study  made  fo: 
Congress,  in  fact,  concluded  that  provid 
ing  free  taxi  service  for  the  handicappec 
would  be  cheaper  than  lift-equipped  bus 
es,  thus  weakening  one  basic  argumen 
for  the  Transbus  project.  A  related  stud) 
figured  the  Transbus  would  cost  frorr. 
$138,000  to  $150,000— well  above  the 
buses  now  in  use — and  the  manufactur- 
ers think  $180,000  is  a  more  realistic 
estimate,  hardly  prices  to  attract  budget 
strapped  urban  transit  managers.  Soon 
after  he  took  over  Brock  Adams'  desk  at 
the  Department  of  Transportation  last 
summer,  Secretary  Goldschmidt  prom 
ised  a  quick  decision  on  the  Transbus 
Today  he  has  the  same  answer:  "I'm 
going  to  decide  quickly."  Meanwhile  the 
bus  of  the  future  is  still  just  that. 


16 


FORBES,  JANUARY  21,  1980 


Tax  shelters  are  neither  de- 
vious nor  limited  to  the  very 
rich.  If  you're  in  a  50  percent  tax 
bracket,  you  should  consider 
investing  in  some  of  these. 

The  phrase  "tax  shelter"  con- 
jures up  images  of  Byzantine  legal 
arrangements  and  obscure  foreign 
companies.  It's  a  wrong  impression. 
In  fact,  the  phrase  itself  is  mis- 
leading. 

At  Merrill  Lynch,  we  prefer  to 


talk  about  tax  investments. 

We  mean,  simply,  investments 
that  can  provide  both  a  return  on 
your  capital  and  certain  meaningful 
tax  benefits.  If  the  investment  itself 
doesn't  seem  sound,  we  won't  have 
anything  to  do  with  it. 

Merrill  Lynch  specializes  in 
three  kinds  of  tax  invest- 
ments with  particularly 
favorable  risk/ reward  ratios: 
oil  and  gas  exploration,  real 


estate  equities,  and  the  leasing  of 
barges  and  railroad  rolling  stock. 

Tax  investments  are  complex, 
generally  risky  and  certainly  not 
recommended  for  everyone.  Before 
plunging  in,  talk  with  a  Merrill 
Lynch  Account  Executive. 

Find  out  what  it  means  to  deal 
with  a  breed  apart. 

Merrill  Lynch 

A  breed  apart. 


Readers  Say 


Right  kind  of  car 

Sir:  I  couldn't  agree  with  you  more  when 
you  say,  "Who'd  begrudge  Chrysler  a  fed- 
eral loan  guarantee  if  CEO  Lee  Iacocca 
announced  a  wartimelike  crash  program 
to  bring  swiftly  on  stream  the  100-mile 
commuter  urban-suburban  electric  car?" 
(Fact  and  Comment,  Dec.  10,  1979). 

In  our  quarterly  report,  we  describe  an 
electric  vehicle  that  is  a  joint  venture 
between  Chrysler,  General  Electric  and 
Johnson  Controls.  I  think  that  Mr.  Ia- 
cocca could  have  been  granted  all  kinds 
of  money  if  he  had  proposed  building  this 
vehicle. 

— Fred  I.  Brengel 
President, 

Johnson  Controls.  Inc 
Milwaukee,  Wis. 


More  gas  on  gas  tax 

Sir:  Good  Lord!  MSF  has  joined  the 
fringe  with  Representative  John  Ander- 
son (R— 111.)  and  Marvin  Stone,  editor  of 
U.S.  News  &  World  Report,  in  pushing  for  a 
sin  tax  to  conserve  oil  (Fact  and  Com- 
ment, Dec  10,  1979). 


Let  us  deregulate  oil  and  natural  gas 
and  in  six  months  we  will  be  swimming 
in  the  stuff  and  be  back  to  gas  wars. 

Time  for  MSF  to  retire. 

— Lionel  J.  Goulet 
Arlington  Heights.  Ill 


The  Bush  endorsement 

Sir:  Great  editorial  ("If  I  Could  Select 
The  Next  President," /v^c/  and  Comment. 
Jan.  7).  ...  I  am  fired  up.  The  campaign 
is  moving  on  all  fronts. 

— George  Bush 
Houston,  Tex. 

Sir:  We  are  all  uplifted  by  your  endorse- 
ment of  George  Bush.  George  is  still  rela- 
tively low  in  the  national  public  opinion 
polls,  but  he  is  coming  up  every  day.  The 
number  of  people  signing  on  is  a  definite 
indication  that  he  is  attracting  an  enthu- 
siastic, large  and  dedicated  base  of  sup- 
porters. This  type  of  supporter  will  influ- 
ence many,  many  more. 
—Jonathan  Bush 
Cochairman, 

George  Bush  for  /'resident 
New  York,  NY. 


Sir:  As  I  see  it,  the  only  person  wh 
going  to  derail  Reagan  is  Reagan  hi 
self — and  this  is  a  possibility  even  wi 
his  protective  scheduling. 

As  I  talk  around  New  Jersey,  Bush 
pears  to  be  the  only  hope,  and  I  gu 
hope  is  about  the  best  description  of  t 
situation. 

Kennedy  has  made  mistakes,  bu 
don't  count  him  down  or  out. 
— Raymond  H.  Bafcman 
President, 

Public  Affairs  Consultants 
Whitehonse,  N.J. 

Former  State  Senator  Bateman  iras 
GOP  candidate  in  tlx  1977  New  Jersey  f 
bernatorial  election  — Ed. 


Merv 

Sir:  Re  "Merv,  TV's  Host  With  T 
Most"  (Fact  and  Comment,  Dec  10,  797! 
It's  nice  to  be  well  thought  of  in  hi 
places. 

— Merv  Griffin 
Hollywood.  Calif 


Man  the  villain 

Sir:  I  was  dismayed  to  read  that  you  fe 
"Nature's  a  far  more  raw  and  relative 
useless  destroyer"  ("Bewildering  Wildt. 


:■: 

UK 


r  5S  Wildness,"  Fact  and  Comment,  Nov. 
H  1979).  To  the  contrary,  man  is  the 
i  Iprit.  We  have  unbalanced  nature  with 
rcessive  tampering.  Until  we  learn  to 
n  pect  this  earth — what  she  offers  and 
t|r  limitations — -we  are  on  a  self-destruc- 
a  e  course. 
-  'ally  Lee 
i Hills,  N.J. 


Cheap  energy  source 

[  v.  You  state  that  Teddy's  conservation 
i  )gram  "would  not  produce  a  single  ex- 
it barrel  of  oil"  ("Teddy  &  Energy,"  Dec. 
,  1979)  Energy  saved  through  conser- 

tion  of  whatever  sort  is  the  least  ex- 
>nsive  energy  available  to  us.  "Attic 
is"  in  homes  is  far  less  costly  to  pro- 
|  ce  than,  say,  deep  gas  in  the  Rockies. 

oduction  can  begin  immediately  and  is 
i'tually  perpetual. 

The  basic  flaw  in  Kennedy's  program 
its  denial  of  the  market  forces  that 
xild  encourage  the  desired  outcome. 

vlarold  W.Janeway 
[ncord,  N.H. 


Still  the  best 

r:  What  a  pleasurable  surprise  was  ours 
(ien  I  read  to  my  wife  your  elevation  of 
is  coach  to  sainthood  ("Epitome  of  the 


Best  in  Army's  Tradition, "Fact  and  Com- 
ment, Dec.  24,  1979).  This  fall  I  have  re- 
coiled from  the  groaning  which  I  have 
read  about  why  the  Army  football  team 
cannot  compete.  It  hardly  befits  soldiers 
to  moan. 
— Earl  (Red)  Blaik 
Las  Vegas,  Nev. 


Heresy 

Sir:  Just  a  line  to  thank  you  for  admitting 
that  piece  of  heresy  ("Bankrupt  Ortho- 
doxy," Otfjer  Comments,  Nov.  26,  1979) 
into  the  magazine. 

— Arthur  Schlesinger  Jr. 

The  Graduate  Sclx>ol  and  University  Center, 

City  University  of  New  York 

New  York,  NY. 


Well  keep  our  wool 

Sir:  M.S.  Forbes  Jr.  comments,  "Prob- 
ably not  until  after  equities  have  signif- 
icantly appreciated  will  these  sheeplike 
moneymen  be  tempted  to  go  back  to 
stocks"  (Fact  and  Comment,  Nov.  26, 
1979).  I  made  up  a  poem:  The  herders  are 
enduring/in  their  luring/But  the  sheep  are 
not  appearing/for  their  shearing. 

It  is  not  just  the  institutional  money 
managers  who  are  watching  with  careful 
interest  but  millions  of  sheep  like  me. 


The  inside  dope  is  that  we  will  be  wear- 
ing our  own  hides  this  winter. 

—John  F  Matherly 
Creve  Coeur,  Mo. 


Costly  rubles 

Sir:  In  your  article  on  gold  mining  in  the 
Soviet  Union  ("The  Treasure  of  the  Stan- 
ovoys,"  Nov.  26,  1979),  you  said  10,000 
rubles  was  worth  $7,000  at  the  official 
exchange  rates.  We  of  the  foreign  and 
diplomatic  community  here  would  be 
most  happy  to  buy  rubles  at  that  rate  but 
unfortunately  we  pay  $1.52  per  ruble. 

By  the  way,  even  a  wage  of  $7,000  per 
year  is  well  above  the  average  salary  of  a 
worker  in  the  Soviet  Union. 
—John  J.  Bodson 
Deputy  Director, 
U.S.  Commercial  Office 
Moscow,  US  SR. 


How  it  stacks  up 

Sir:  Re  "Stacking"  (Fact  and  Comment, 
Dec.  24,  1979).  As  an  engineer,  I  noted 
that  this  appeared  to  be  a  more  efficient 
way  to  eat.  However,  it  requires  a  lot  of 
experience  and  gravy. 
— Elmer  N.  Pagels 
Rochester,  NY. 


vVisdom. 

t's  essential  in  an  Insurance  Broker. 

Today,  your  best  insurance  is  a  wise  broker.  Frank  B.  Hall  &  Co.,  the  world's  most  inven- 
tive corporate  insurance  broker  is  also  its  wisest.  Client-wise,  we  protect  an  impressive 
roster  of  thousands.  People- wise,  we  have  5000  talented  professionals  in  150  global  of- 
fices. Service-wise,  we're  energetic,  dedicated  and  detailed.  Contact  a  convenient  Hall  of- 
fice, or  for  more  information,  write  to  our  chairman  and  CEO,  Albert  J.  Tahmoush,  549 
Pleasantville  Road,  Briarcliff  Manor,  NY  10510.  You'll  be  making  a  wise  move. 


When  creative  protection  is  essential 


Chevrolet  Monte  Carlo  for  1980. 

Even  standing  still 

it  knows  how  to  move  you. 


To  help  keep  your  new 
Monte  Carlo  looking  good, 
look  into  the  double-panel 
construction  of  its  doors, 
hood  and  deck  lid. 
Fenders  inside  fenders 
provide  extra  protection 
against  corrosion. 


If  that  impressive  new  front-end 
styling  flowing  into  the  unmistakable 
mark  of  Monte  Carlo's  sculptured 
fenderline  moves  you,  read  on. 

For  as  commanding  as  the  1980 
Monte  Carlo  is  to  the  eye,  its  true  beauty 
comes  when  you  turn  the  key. 
You'll  be  moved  by  what  you  see. 
And  by  what  you  don't. 

Prepare  to  feel  special  behind  the 
wheel. 

Dials  and  gages  with  international 
markings  cluster  in  front  of  you.  A  rich 
new  look  of  vinyl  wood-grain  sweeps 
across  the  instrument  panel,  integrating 
with  elegant  new  interiors  for  1980. 

As  you  drive,  a  highly  tuned  sport 
suspension  imparts  a  solid  feel  of  the 
road. 

Up  front,  a  standard  3.8  Liter 
V6  engine  moves  you  with  a  smooth 
rush  of  power,  a  sensation  you  can 
amplify  in  1980  with  a  new  available 
turbocharged  V6. 


New  available  3.8  Liter 
turbocharged  V6  with  up  to 
47%  extra  power  on  demand 
for  passing  or  merging. 

Remove  the  available 
glass  roof  panels  and 
invite  the  sun  into 
Monte  Carlo's  rich 
new  interior. 


All  in  a  Monte  Carlo  with  these 
impressive  1980  EPA  estimates. 


CHEVROLET 
MONTE  CARLO 

EPA  HIGH- 
EST. WAY 
MPG  EST. 

Standard  3.8  Liter 
V6  ' 

26 

Available  3.8  Liter 
V6  Turbo 

@  25 

REMEMBER:  Compare  the  "estimated 
MPG"  to  the  "estimated  MPG"  of  other 
cars.  You  may  get  different  mileage 
depending  on  how  fast  you  drive, 
weather  conditions,  and  trip  length. 
Actual  highway  mileage  will  probably  be 
less  than  the  estimated  highway  fuel 
economy.  Monte  Carlo  is  equipped  with 
GM-built  engines  produced  by  various 
divisions.  See  your  dealer  for  details. 
Its  Chevrolet  price 
will  move  you,  too. 

If  by  now  you  think  there's  never 
been  a  Monte  Carlo  quite  like  our 
1980,  you're  quite  right. 

A  refined  new  Monte  Carlo.  With 
automatic  transmission,  power  front 
disc  brakes  and  power  steering. 

All  standard.  All  at  a  Chevrolet 
price. 

See  your  Chevy  dealer  about 
buying  or  leasing  Monte  Carlo  today. 
And  be  moved. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


LOSERS  ARE  THOSE  WHO  ARE  SELLING 

common  stocks,  the  ownership  of  America's  real  wealth.  Most 
holders  and  buyers  of  most  common  stocks  will  be  future 
winners  in  any  conceivable  circumstance — short  of  apocalypse. 


WHAT  COULD  WE  DO  MILITARILY  IN  IRAN 

cillors  play  Pentagon  Games  with,  he  would  awaken  to  the 
fact  that  most  of  what's  supposed  to  be  even  near-ready,  isn't 
nearly. 


f  they  killed  American  captives?  Either  very  little — or  atomize 
•eople  by  the  millions. 

Why,  at  every  crisis,  it  comes  as  a  surprise  to  Defense 
Secretary  Brown  that  we  have  so  little  ready  and  deliverable 
:onventional  military  capability  is  beyond  me.  As  Forbes  has 
ailed  about  here  on  numerous  occasions  in  recent  years,  we 
lave  neither  the  ready  forces  nor  enough  planes  and  ships  to 
;et  them  and  sustain  'em  anywhere  for  any  length  of  time 
see  p.  34). 

So  now  Secretary  Brown  asks  for  more  troop-carrying  capac- 
ty;  now  he  asks  for  quantities  instead  of  prototypes  that  never 
;et  into  production. 

If  only  the  Secretary  could  visit  incognito  some  of  the 
nilitary  divisions  and  units  that  he  and  his  be-Starred  coun- 


Equally  confounding  is  Washington's  seeming  consternation 
that  the  Soviets  are  propping  up  their  Afghan  puppet  with 
whatever  military  means  required.  Maybe  the  State  Depart- 
ment missed  reading  the  first  two  sentences  in  Fact  and 
Comment  three  months  ago — "If  you  think  the  Afghan  revolt 
will  force  Russia  to  abandon  its  Afghanistan  communist  pup- 
pet regime,  you  are  a  dreamer.  Another  cupful  or  two  from  the 
Soviets'  enormous  bucket  of  conventional  military  might  will 
put  out  that  neighboring  freedom  flame,  no  matter  the  heroic 
determination  of  90%  of  that  country's  people." 


IF  ISLAM  HAD  SAINTS,  SADAT  WOULD  BE  FOREMOST 


When  a  great  man  is  in  the  right  place  at  a  time 
n  history  when  only  extraordinary  greatness  can 
[vert  cataclysm,  it  is  a  rarest  rarity.  Egypt's  Anwar 
iadat  is  one  of  history's  few. 

Almost  singlehandedly  his  courage,  vision  and 
eadership  of  his  countrymen  have  changed  entire- 
y  the  equations  in  a  Mideast  whose  wars  and  oil 
ensions  and  turmoil  have  raged  for  three  decades, 
-ie  alone  in  the  Islamic  world  instantly  branded  Khomeini's 
lemonic  insanity  at  the  American  Embassy  as  being  just 
hat — and  on  worldwide  television,  not  merely  by  off-the- 
ecord  confidential  comments  discreetly  conveyed  to  Washi- 
ngton. "I  am  really  infuriated,  because  this  is  not  Islam,"  said 


the  tense  Sadat,  who  himself  is  as  staunch  a  Mos- 
lem as  any  ayatollah.  Perspiring  freely  under  televi- 
sion's klieg  lights,  he  concluded,  "Islam  teaches 
love,  brotherhood." 

If  Sadat's  heart  fails  under  the  strain  or  from  an 
assassin's  act  before  the  Mideast's  fierce  ferment 
evaporates,  his  place  in  the  Arab  pantheon  would 
be  problematical  for  a  very  long  time.  As  one  Saudi 
is  quoted  as  saying,  "If  he  is  successful,  then  we  all  succeed.  If 
he  fails,  then  he  fails  alone."  Death  too  soon  might  delay 
history's  recognition,  but  in  Egyptian  history  and  world  aware- 
ness the  mettle  of  this  man  will  outshine  and  outlast  that  of 
the  stuff  from  Tutankhamen's  tomb. 
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ONE  OF  THE  MORE  BITTER  KHOMEINI  IRONIES 


is  the  fact  that  this  vengeful  hater,  in  the  name  of  one  of  the 
world's  great  religious  founders,  the  Prophet  Mohammed,  at- 
tempts to  inflame  a  religious  war  of  "extermination,"  not  only 
against  infidels  but  also  against  any  Moslem  government  that 
doesn't  toe  his  line. 

As  the  aforementioned  Anwar  Sadat  (p.  21)  pointed  out  on 
Christmas  Day,  Ayatollah  Khomeini's  actions  are  "a  crime 
against  Islam,  an  insult  to  humanity,  an  insult  to  man's  hon- 
or," and  the  Egyptian  president  upbraided  fellow  Moslem  lead- 


ers for  their  silence  while  "the  ugliest  crimes  are  being  com 
mi t ted  in  the  name  of  Islam." 

And  while. blood-lusting  Khomeini  fulminates  against  th 
decadence  of  the  West,  Iranian  heroin  is  being  produced  from 
record  600  tons  of  poppy-field  opium  and  is  flooding  Europ 
and  the  United  States  at  record  profits. 

The  crimes  this  man  commits  in  Mohammed's  name  mor 
than  match  the  many  that  other  tyrants  have  committed  ir 
Christ's. 


Ill 

'J- 


SCHMOOZY  ACTION  BY  MOBIL'S  SCHMERTZ 

The  tacky  opportunism  demonstrated  by  Mobil's  much  tout-  fifth  column-y  thing.  And,  judging  by  Senator  Kennedy' 

ed  "tough"  Defender  of  the  oil  industry  in  defecting  to  head  current  poll  debacle,  the  results  are  more  akin  to  a  fifth  whee 

the  ad  campaign  of  its  would-be  assassin,  Senator  Kennedy,  is  on  the  careening  bandwagon.  There's  a  growing  possibility 

too  tawdry  to  do  much  damage.  that  Herbert  may  have  heaved  one  set  of  convictions  fo: 

It's  hard  to  think  that  Mobil's  astute  CEO,  Rawleigh  another  too  soon. 

Warner  Jr.,  would  see  PR  Vice  President  Schmertz'  switch  as  a  An  oily  boid,  eh? 

THE  JOKES  ALONE  MIGHT  DROWN  TEDDY 

if  the  foot  he  keeps  putting  in  his  mouth  doesn't  choke  him.    Saturday  Night's  Teddy  replies,  "I  was  parking  the  car." 
Like  the  one  on  Saturday  Night  Live,  when  Teddy  appears       When  everybody's  laughing  at  and  not  with,  it's  tough  or|| 
covered  with  seaweed,  and  his  mother  asks,  "What  happened?"    Presidential  Image. 


RICHARD  ROVERE  IS  DEAD 


I! 


and  our  political  perspective  and  perspicacity  will  be  less. 

His  articles  on  Washington's  ever-changing  parade  of  power 
wielders  and  power  seekers  kept  them  in  an  unyielding  focus 
that  no  one  else  came  close  to  matching. 

As  William  Shawn,  The  New  Yorker's  extraordinary  editor, 
observed,  "Richard  Rovere  was  among  the  fairest,  most  nearly 


objective,  most  brilliant  writers  on  American  politics. 
wrote  with  tremendous  skill,  with  care,  with  humor,  with 
style.  He  was  a  great  clarifier.  He  brought  an  extraordinary 
clarity  of  mind  to  bear  on  complex  and  confused  politica 
situations  and  made  them  comprehensible.  The  New  Yorkei 
has  suffered  a  great  loss."  So  have  we  all. 


.  .  .  SPEAKING  OP  WILLIAM  SHAWN 

surely  someone  or  several  of  genuine  talent  should  pay  some  during  the  past  three  decades  than  William  Shawn, 

printed  tribute  to  the  uniquely  able,  most  influential  literature  He  writes  moving  obits,  too,  on  New  Yorkers.  He  should  be 

editor  extant  in  America.  done  proper  justice  now — while  he  matters,  a  long  while  before 

No  one  has  uncovered,  nurtured  more  good  and  great  writers  he's  Matter. 

VITUPERATING  MUSEUMS  FOR  DEACCESSIONING 


is  mostly  a  case  of  misdirected,  empty-headed  righteous  rhet- 
oric. Just  keeping  museums  alive,  never  mind  lively  and  rel- 
evant, has  become  costly  beyond  any  bygone  founder-donor 
conceptions.  Protecting  content  against  theft  by  burglars, 
scholars,  students  and  vandals  as  well  as  destructive  public 
pawing  involves  guards  at  ever-higher  wages,  plus  more  and 
more  complex  safeguards. 

Widening  public  interest  and  attendance,  while  mostly  good, 
hasn't  been  accompanied  by  revenues  and  contributions  re- 
motely commensurate  with  climbing  costs. 

To  stay  open,  to  get  relevant  new  treasures  and  to  preserve 
old  ones,  museums  in  recent  years  have  taken  to  disposing  of 
artifact-filled  attics  and  basements,  of  duplicates  and  of  junk, 
of  the  wrongly  attributed,  the  unattributed  as  well  as  attributed 
trivia.  When  the  howlers  have  hustled  up  the  bread  to  meet  the 


need  and  prevent  some  deaccessions,  they've  done  some 
good — to  the  extent  of  the  dollars  raised. 

But  as  death  taxes  have  encouraged  inflated  values  for  gifts  of 
real  art  and  stuff  dubiously  so  dubbed,  a  lot  of  museums  are 
bulging  with  the  eminently'deaccessionable.  Putting  the  good 
and  bad  out  to  auction  to  raise  essential  funds  is  nor  not  in  the 
public  interest.  Quite  the  reverse. 

Other  institutions  get  a  crack  at  buying  what  they  might 
want,  as  does  the  public.  The  new  owners  will  preserve,  care 
for,  tend  to  what  the  seller  institutions  couldn't  or  no  longer 
wanted  to.  The  stuff  that  merits  selling  and  buying  will  be  back 
in  circulation  and  maintained,  whereas  neither  was  often  the 
case  before. 

With  rare  exception,  sensible  deaccession  should  be  encour 
aged,  nay,  insisted  upon,  by  responsible,  clearheaded  trustees. 
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HENRY  G  OUTWITS  HENRY  K 


Time  Inc.,  publisher  and  prepublication  serializer 
i  Henry  Kissinger's  important,  voluminous  Vol- 
'ne  (White  House  Years),  formally  launched  it  at 
1  impressive  black-tie  dinner.  With  a  wit  that 
atches  his  seasoned  wisdom,  Time  editor-in- 
lief  Henry  Grunwald  introduced  The  Author  in 
irases  so  sparklingly  droll  that  I  asked  if  I  could 
:t  a  copy  to  quote  here. 
Replied  Henry  G:  "Would  you  mind  if  I  beg  off?  Put  it 
>wn  to  misguided  modesty,  or  something."  So  I  have  to 
/ll  back  on  my  sparse  notes  to  share  one  comment  on  the 
ibject  of  Time  Inc.'s  enormous  advance  to  Mr.  Kissinger 


(reportedly  $2  million).  Groaned  Mr.  Grunwald: 
"Never  have  so  many  paid  so  much  for  so 
much.  .  .  .  Our  former  Secretary  of  State  doesn't 
overrate  the  virtue  of  brevity." 

Henry  K  began  his  remarks  with  the  observation 
about  the  book  and  its  size:  "It's  only  the  simple 
story  of  how  I  saved  the  world." 
And  when  one  listener  intently  thanked  Mr. 
Kissinger  for  saving  the  world,  the  story  goes  that  he  replied, 
"You're  welcome." 

Wit  may  not  save  the  world,  but  it  sure  can  help  to 
brighten  it. 


A  FINAL- YEAR  MEDICAL  STUDENT 

who  was  one  of  our  son's  prep  school  classmates,  recently  wrote,  "I  just  finished  a  tough 
semester  terminating  with  five  weeks  of  exams.  My  motto  got  me  through:  'Be  like  a 
duck.  Above  the  surface  look  calm  and  unruffled — below  the  surface,  paddle  like  hell.'  " 


BEING  THE  LAST  TO  LEAVE 

inevitably  spoils  what  you  overstayed  for. 


DEPARTURE  IS  SUCH  SWEET 

news  for  those  a-waiting. 


INCENTIVE  FOR  SAVINGS 


By  M.S.  Forbes  Jr. 


Congress  is  seriously  considering  a 
proposal  to  exempt  the  first  $200  of 
interest  and  dividends  from  individ- 
ual income  taxes  ($400  for  a  couple). 
The  goal  is  to  stimulate  savings  and 
investment. 

This  is  not  the  way  to  do  it.  The 
exemptions  would  be  largely  a  give- 
away. Some  92%  of  the  individual 
saving  in  the  U.S.  is  done  by  people 
who  earn  more  than  $500  a  year  in 
interest. 

A  far  more  effective  way  to  pro- 
mote additional  saving  would  be  par- 
tial tax  exemptions  on  all  interest  and 
dividends. 

We  do  that  now  with  capital  gains. 
You  pay  a  levy  on  only  40%  of  a  gain; 
60%  is  free  from  federal  taxes.  Why 
not  apply  the  same  principal  to  in- 
vestment income? 

Because  of  the  enormous  costs  in- 
volved, such  exemptions  could  be 
phased  in  over  a  number  of  years.  Five 
percent  of  interest  and  dividend  in- 
come would  be  exempt  in  1980,  10% 
in  1981,  15%  in  1982,  etc.,  up  to  40% 
or  50% .  People  would  have  a  growing 
incentive  to  salt  away,  more  money 
into  savings  accounts,  stocks  and  cor- 
porate bonds.  Many  of  the  billions  of 
dollars  put  each  year  into  municipal 
bonds,  tax  shelters  and  shoe  boxes 
would  be  channeled  into  more  produc- 
tive investments. 


And  while  we  are  at  it,  we  should 
again  reduce  the  capital  gains  tax.  De- 
spite 1978's  cut,  ours  is  still  the  highest 
in  the  West  except  for  Great  Britain. 

MISGUIDED  SBC 

The  Securities  &  Exchange  Com- 
mission wants  to  implement  new  ac- 
counting rules  for  the  oil  and  gas  in- 
dustry that  demonstrate  once  again 
how  out  of  touch  Washington  bureau- 
crats so  often  are  with  the  real  world. 

Simply  put,  the  SEC  would  like 
earnings  to  be  based  not  on  what  was 
actually  produced  and  sold  within  a 
fiscal  year,  but  rather  on  additions  to, 
or  changes  in,  a  company's  proven 
reserves  of  oil  and  gas.  As  the  SEC's 
chief  accountant  puts  it:  "One  of  the 
most  significant  events  for  a  company 
becomes  the  discovery  of  new  re- 
serves, not  the  timing  of  production 
or  money  spent  on  exploration." 

The  shortcomings  of  so-called  Re- 
served Recognition  Accounting  are 
obvious.  RRA  "earnings"  would  bear 
no  relationship  to  actual  cash  earned. 
RRA  would  be  based  on  assumptions 
that  could  prove  to  be  grossly  inaccu- 
rate. It  takes  years  of  production,  for 
instance,  to  determine  how  much  oil 
and  gas  are  actually  in  a  proven  field. 
And  who  knows  what  a  barrel  of  oil 
will  be  selling  for  next  month,  much 
less  in  1990? 

A  far  more  sensible  approach  would 
be  to  require  energy  companies  to  pro- 


vide estimates  of  the  value  of  their 
reserves  as  supplemental  information 
rather  than  trying  to  incorporate 
them  into  financial  statements. 

HE'S  NO  BETTER 
IN  FOREIGN  AFFAIRS 

Senator  Kennedy's  record  on  for- 
eign policy  is  about  as  comforting  as 
are  his  views  on  economics.  His  Iran- 
ian statement  was  no  fluke.  The  De- 
cember issue  of  Commentary  carried 
a  long,  careful  article,  "Kennedy's  For- 
eign Policy:  What  the  Record  Shows." 
The  author,  Joshua  Muravchik,  con- 
cludes, "Kennedy's  views  on  foreign 
policy  seem  to  convey  ...  an  unreal- 
istic sense  of  the  balance  of  power  in 
the  world." 

On  human  rights,  Teddy  is  outspo- 
ken on  Korea,  Chile,  South  Africa, 
soft-spoken  on  Cuba  and  the  Soviet 
Union.  Concerning  defense,  the  arti- 
cle notes  that  "Kennedy  is  a  sharp 
critic.  ..."  When  it  comes  to  dealing 
with  the  Soviets,  the  senator  believes 
that  "exhibitions  of  toughness  by  the 
U.S.  will  serve  to  strengthen  the  re- 
pressive hawks  in  the  Kremlin,  while 
gestures  of  goodwill  will  strengthen 
the  permissive  doves."  Thus  Teddy 
closes  his  eyes  to  the  Soviets'  enor- 
mous arms  buildup  and  criticizes  at- 
tempts to  beef  up  U.S.  spending  on 
weapons. 

Is  this  the  kind  of  thinking  we  need 
in  the  Eighties? 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Cuba,  California  and  Iran 

It's  not  for  love  of  the  U.S.  that  Fidel 
Castro  is  said  to  be  quietly  trying  to 
persuade  Iranian  revolutionaries  to  free 
the  Tehran  hostages.  What  worries  Cas- 
tro, according  to  American  officials,  is 
creation  of  a  precedent  that  could  endan- 
ger Cuban  diplomatic  missions — usually 
top-heavy  with  intelligence  operatives. 
*    *  * 

One  of  the  strangest  quirks  yet  in  the 
Tehran  crisis:  Iran's  ambassador  to  the 
U.N.  is  being  subsidized  by  California 
taxpayers.  Not  only  is  Mansur  Farhang, 
43,  on  paid  sabbatical  leave  from  Califor- 
nia State  University  at  Sacramento,  but 
he  has  been  a  U.S.  citizen  since  1969. 

— U.S.  News  &)  World  Report 


Handicapping  GOP  Race 

Reagan  is  understandably  sensitive 
about  his  age.  In  one  TV  interview,  in 
which  he  talked  about  his  firm  grasp  of 
foreign  affairs,  he  said  that  if  elected  he 
would  be  one  of  the  youngest  world  lead- 
ers. The  interviewer  looked  surprised. 
"But  what  about  Giscard  d'Estaing?" 
"Who?"  asked  Reagan. 

*    *  * 

In  1974  John  Connally  was  indicted  for 
taking  bribes  from  the  milk  producers 
while  he  was  Treasury  Secretary.  He  was 
found  not  guilty.  When  the  subject  is 
aired,  Connally  says:  "I  am  the  only  cer- 
tified not-guilty  candidate."  To  which 
his  opponents  reply:  "You're  the  only 
one  that  had  to  be." 

— The  London  Sunday  Times 

With  his  strong  showing  in  Florida 
after  victories  in  earlier  Iowa  and  Maine 
straw  polls,  George  Bush  quite  clearly 
becomes  straw-poll  king.  I  heard  several 
of  the  more  prominent  national  political 
columnists  making  ominous  Bush 
noises.  Reagan  will  be  done  in  more  by 
intellectual  rigor  mortis  than  physical 
decrepitude,  leaving  Bush  as  the  candi- 
date with  the  best  shot  at  the  nomina- 
tion. So  be  warned:  George  Bush  is  in  the 
process  of  quietly  being  anointed. 

— Joe  Klein,  New  York 

Pro-Semitism 

"Paulie,  let  me  tell  you  something  you 
shouldn't  forget.  You  want  to  eat  good, 
hang  out  with  Italians.  For  doctors,  go  to 
Jews.  For  surgeons  especially.  They  don't 
really  believe  in  God.  Not  the  same  way 
we  do.  Somebody's  going  to  stretch  you 
out  on  a  table  and  slice  you  like  a  leg  of 
veal,  you  don't  want  some  oldtime  grease- 


ball  who  believes  it's  really  in  God's 
hands.  You  die,  they'll  say  it  was  God's 
will.  The  nuns  are  worse.  They'll  say  a 
rosary  over  you  instead  of  running  for  a 
tank  of  oxygen.  The  Jews  keep  working." 
— The  Pope  of  Greenwich  Village, 
by  Vincent  Patrick 

Swiftly  Aid  Morocco 

To  reassure  friends  of  the  United 
States  in  the  Mideast,  we  should  prompt- 
ly and  decisively  increase  our  military 
aid  to  the  King  of  Morocco  in  his  fight 
against  Algerian-sponsored  radicals. 

— William  Safire 

Looking  Back — Not  Far 

If  the  world  after  1974  had  voluntarily 
reduced  its  consumption  to  the  level  to 
which  it  will  fall  next  year  and  had 
achieved  that  voluntary  reduction  by, 
say,  last  year  (in  other  words,  two  years 
before  the  event),  the  price  of  oil  would 
not  have  risen  or  at  least  by  nothing  like 
the  amount  it  has.  The  money  now  being 
transferred  to  the  OPEC  and  other  pro- 
ducing countries  could  have  gone  into 
financing  a  massive  move  to  alternative 
fuels  instead. 

— R.A.W.  Rudd, 
Rowe  Rudd  &  Co.,  Ltd. 

Chaste  vs.  Chasing 

Eugenia  to  Julia:  "I  suppose  I  never 
considered  virginity  an  enviable  condi- 
tion; and  innocence  seems  no  more 
blissful  than  admitting  you  can't  read.  I 
don't  want  to  be  one  of  the  sweet,  blank, 
coddled  girls  whose  highest  ambition  is 
their  impregnable  chastity." 


'Have  you  seen  that  new  aluminum 
siding  that  looks  just  like  wood?" 


Julia:  "I  suppose  you  want  excitement, 
don't  you?  You're  one  of  those  women 
who  can't  stand  to  be  bored,  who  wisW 
life  could  be  more  interesting.  I'm  frank- 
ly sick  of  things  happening  every  second.i 
Why  does  everyone  have  to  be  famous? 
Why  do  they  want  their  names  in  the 
papers?  What's  so  wonderful  about  being 
fascinating?  I  think  I'd  rather  be  sweetj 
and  blank  and  coddled  and  not  fuss  so( 
much  about  recognition." 

— From  Desperadoes, 
by  Ron  Hansen) 


Laughter  is  a  form  of  internal 
jogging.  It  moves  your  inter' 
nal  organs  around.  It  en- 
hances respiration.  It  is  an  ig- 
niter of  great  expectations. 

— Norman  Cousins 


Out  of  Service 

Though  the  U.S.  boasts  it  has  7,0001 
nuclear  warheads  in  Europe,  many 
couldn't  be  used  in  a  war.  One  example 
cited  by  Pentagon  experts:  Hundreds  ol 
the  warheads  are  useless  because  weap- 
ons used  to  fire  them  have  been  out  of 
service  for  years. 

— U.S.  News  &)  World  Repo 

Red  Time  Bomb  Ticks 

The  Muslims  of  the  U.S.S.R.  consti- 
tute a  demographic  time  bomb  for  Mos- 
cow,- by  the  year  2000  there  will  be  10C 
million  of  them,  compared  with  an  esti- 
mated 150  million  Russians.  Already  pan 
ty  leaders  in  the  Muslim  republics  ol 
Central  Asia  are  displaying  political  mus4 
cle  by  pressing  for  high-priority  develop^ 
ment  projects.  .  .  .  The  mosques  are  full 
on  Fridays  and  holy  day's. 

— Time 

People  in  a  Museum 

In  talking  of  his  former  boss,  [curatoi 
Jiri]  Frel  says,  "Getty  liked  larger  rather 
than  smaller,  and  he  didn't  want  battered 
pieces.  'The  public  wouldn't  understand,' 
he  said,  and  he  was  right.  Every  once  in  a 
while  I  hear  a  visitor  mumble,  'With  all 
Getty's  money,  you  would  think  he  could 
have  afforded  statues  with  noses.  .  .  .'  " 

[Curator  Gillian]  Wilson  realizes  that 
many  of  the  people  who  come  to  the 
Getty  Museum  have  never  seen  anything 
more  than  100  years  old.  She  talks  of  a 
visitor  who  stood  transfixed  before  3 
monumental  ormolu  clock  and,  when  it 
struck  the  hour,  turned  to  his  friend  and 
said,  "You  see,  it  really  works!"  The  othi 
er  man  looked  troubled.  "I  can't  ste 
where  it's  plugged  in,"  was  his  reply. 

— Suzanne  Wilding,  Town  &)  Country 


24 


FORBES,  JANUARY  21..  198C 


Worthington  Pump,  Div.  of  McGraw  Edison,  a  major  manufacturer  of  industrial  pumps,  utilizes  MDS  SERIES  21  Systems. 


The 

Information 
Pump 


MDS  SERIES  21  Distributed  Data 
Processing  System 


lilD 


MOHAWK 

DATA 

SCIENCES 


More  Effective  Information 
Management.  Progressive  companies 
realize  this  growing  need.  As  a  mat- 
ter of  fact,  the  ability  of  a  company  to 
pump  informcrtion-at  the  right  time-to 
the  right  place,  frequently  determines 
the  company's  competitive  position. 

Many  companies  like  WORTH- 
INGTON PUMP,  Div.  of  McGRAW 
EDISON,  realize  this  fact  of  business. 
And,  many  use  MDS  SERIES  21  Dis- 
tributed Data  Processing  Systems  to 
accomplish  it.  With  these  easy-to- 
operate  systems,  dispersed  locations 
can  use  today's  information  without 
waiting  for  tomorrow-or  next  week. 
And  to  make  these  dispersed  opera- 
tions even  more  efficient,  MDS 
SERIES  21  Systems  provide  local  pro- 
gramming capabilities.  This  means 
the  System  can  be  customized  to  ac- 
commodate the  special  needs  of  a 
particular  location,  and  are  easily  op- 
erated by  field  personnel. 

Worthington  Is  Using  SERIES  21  Sys- 
tems. This  major  manufacturer  of 

r 


industrial  pumps  manages  its  infor- 
mation more  effectively  through  the 
System's  unique  abilities.  SERIES  21 
Systems  are  the  primary  element 
in  its  computerized  pump  selection 
program.  A  program  that  ensures 
their  customers  of  prompt  response  to 
requests  for  product  and  pricing 
information. 

Its  MDS  Systems  give  the  field  of- 
fices the  flexibility  of  servicing 
customer  requirements  from  local 
files,  or  the  central  data  base.  As  a 
result,  pump  selection  that  would 
have  taken  days  now  takes  min- 
utes-projects that  would  have  taken 
weeks  now  take  a  few  hours. 

No  Matter  What  Your  Business . . .  your 
information  management  needs  will 
continue  to  grow.  The  modular,  ex- 
pandable design  of  MDS  SERIES  21 
Systems  provides  a  cost-effective 
means  of  growing  with  them . . .  Let 
MDS  show  you  how. 


1599  Littleton  Road,  Parsippany,  N  I  07054 
(201)  540-9080 


□  Please  send 

additional  information 

□  Please  have                    □  Please  call  our  Information 
an  MDS  representative         Services  Manager, 
call  for  an  appointment. 

Name 

Title 

Company 

No.  &  Street 

City/State/Zip 

FI2I80 

SERIES  21  Reg  U.S.Pat  &  Tm  Oil 

What  does  a  racquet  bail  court  share  with  a  printed  circuit  board? 
. .  .Westinghouse  Micarta. 

We  invented  Micarta"  plastic  laminate  in  1908  to  be  an  economical  electrical  insulating  replacement 
tor  natural  mica.  Our  plastic  laminate  turned  out  to  be  more  than  just  a  replacement  for  natural  mica. 
It  was  a  better  insulating  material,  stronger  and  more  durable. 

In  the  1930s,  AO's  and  50's,  the  advantages  of  Micarta  were  discovered  by  people  who  made  other 
things  besides  electrical  equipment.  They  used  Micarta  to  cover  countertops,  walls,  and  furniture. 

Because  it's  resistant  to  heat,  abrasions  and  stains,  easy  to  clean,  and  can  be  made  in  so  many 
colors  and  patterns,  more  and  more  decorative  uses  are  still  being  found  for  versatile  Westinghouse 
Micarta.  Not  just  traditional  decorative,  but  some  uncommonly  tough  uses,  like  racquetball  courts. 

In  the  late  50's,  60's  and  70's,  Micarta  technology  moved  into  the  electronics  industry  right  along  with 
transistors,  integrated  circuits  and  microprocessors.  Micarta  plastic  laminate  became  the  base  material 
for  printed  circuit  boards.  New  tabletop  computers  using  Micarta  circuit  boards  can  store  and  process  as 
much  information  as  earlier  room-size  models  once  did. 

And  Micarta  is  used  in  automobile  ignition  systems,  television  sets,  telecommunications,  satellites, 
pocket  calculators,  and  smoke  detectors. 

And  the  list  will  go  on  in  the  80's  and  beyond. 

Westinghouse  ^ 

A  powerful  part  of  your  life.  ^ 


Some  of  the  best  things 
are  measured  by  the  ounce. 


Seagram  sYO. 
The  symbol  of  imported  luxury  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

Canadian  whiskv.  A  hiend  ot  Canada's  finest  whiskies.  6  years  old.  86.8  Proof.  Seagram  Distillers  Co..  N.YC 
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yude  oil  last  year  topped  $40  a  barrel  on  the 
pot  market,  the  spot  market?  It's  an  interna- 
ional  network  of  telephone  lines  where  for- 
tunes are  made  and  lost  almost  weekly. 


On  the  spot 


By  Lawrence  Minard 


»  merging  from  OPEC's  semian- 
^  nual  price-setting  meeting  in  Ca- 
wm  racas  last  month,  Saudi  Arabia's 
il  minister  Sheikh  Ahmed  Zaki  Yama- 
i,  supported  by  Kuwait's  Sheikh  Ali 
Jialifa  al-Sabah,  predicted  that  OPEC's 
ew  prices  would  lead  to  a 
urplus  of  crude  oil  and  re- 
ned  products.  "Prices," 
lid  Yamani,  "will  drop  in 
le  open  [i.e.,  spot]  market 
Dward  official  selling 
rices."  What  Yamani 
leant,  of  course,  was  that 
le  average  price  would 
rop  toward  the  lower 
audi  price  of  $24  a  barrel 
id  that  the  bubbling  spot 
larket  would  quiet  down. 

As  an  increasingly  bra- 
in group  within  OPEC 
as  confronted  an  increas- 
igly  frightened  and  dis- 
nited  industrial  society, 
le  so-called  Rotterdam 
)ot  market  has  profited  handsomely, 
his  market  is  not  really  in  Rotterdam — 
lough  it  once  mostly  was — but  is  actu- 
Uy  an  international  tangle  of  telephone 
"aders,  big  and  small,  willing  and  able  to 
lake  multimillion-dollar  decisions. 

Not  content  with  their  already  mas- 
ve  revenues,  the  extremists  in  OPEC 
ave  been  playing  a  cynical  game  and 
sing  the  spot  market  as  their  instru- 
lent.  By  holding  down  production  they 
ut  upward  pressure  on  prices  last  year, 


then  made  matters  worse  by  reneging  on 
long-term  fixed-price  contracts.  The  re- 
sult was  spot  shortages  throughout  the 
world  and  desperate  oil  users  willing  to 
pay  well  above  the  official  prices  to  get 
the  crude  oil  and  refined  products  they 
need.  The  spot  traders  find  out  where  the 
shortages  are  and  they  find  out  where 


Bustling  Rotterdam,  the  world's  busiest  oil  port 
Its  spot  market  is  a  worldwide  tangle  of  telephone  traders 

uncommitted  oil  is  available.  By  bringing    who  find  themselves  in  a  pinch 


ing  down  demand.  But  lower  prices  don't 
necessarily  spell  the  end  of  the  spot  mar- 
ket and  all  it  implies. 

Andrew  Botterill  is  head  of  cargo  trad- 
ing at  Mabanaft,  the  huge  (annual  trading 
volume,  15  million  tons)  Hamburg-based 
trading  and  refining  company.  "The  new 
OPEC  prices,"  he  says,  "will  do  nothing 
to  the  spot  market.  The  spot  market 
does  not  depend  on  prices.  It  depends  on 
volumes,  and  nothing  is  going  to  reverse 
the  volumes  of  crude  and  refined  prod- 
ucts now  finding  their  way  onto  the  spot 
market.  I  see  all  the  product  being  offered 
by  Iran,  Libya,  Syria.  We're  being  offered 
much,  much  more  than  ever." 

The  countries  he  mentioned  are  the 
extremists  within  OPEC,  countries  who 
want  not  only  to  wring  every  last  penny 
out  of  the  world's  dependence  upon  them 
but,  in  some  cases,  also  to  use  the  oil 
price  as  a  political  weapon  to  punish 
what  they  regard  as  a  greedy  and  infidel 
capitalist  world. 

Peter  von  der  Ohe,  president  of  Lagon 
Trading  B.V.,  a  smallish,  Rotterdam- 
based  oil-trading  and  gasoline-blending 
outfit,  agrees  that  oil  will  continue  to 
pour  into  the  spot  market:  "Traders 
flexible  and  clever  enough 
to  change  with  the  way 
the  oil  trading  game  is 
changing,  will  enjoy  very, 
very  good  business  in  the 
years  ahead." 

Two  years  back,  only 
about  5%  of  OPEC's  oil 
went  into  the  spot  mar- 
ket— last  year  the  figure 
was  at  least  twice,  possi- 
bly three  times  that  high. 
Even  if  it  drops  this  year, 
it  won't  drop  back  to  any- 
thing like  the  old  level. 
The  spot  market  is  just 
too  useful  to  oil  producers 
who  want  to  cheat  a  bit 
on  prices  or  to  consumers 


the  two  together — at  a  price — they 
sometimes  earn  handsome  profits.  And 
take  horrendous  risks. 

If  the  Kuwaitis  and  the  Saudis  are  cor- 
rect, however,  and  demand  drops  further 
this  year  than  supply  does,  prices  should 
settle  down  on  the  spot  market.  The 
OPEC  moderates  are  betting  that  reces- 
sion, conservation  and  reduced  stockpil- 
ing coupled  with  a  continued  high  level 
of  Saudi  pumping  will  do  the  job  of  cool- 


The  hope  is  that  there  won't  soon  be  a 
repeat  of  what  happened  last  year  after 
Iran  dissolved  into  chaos.  Spot  prices 
soared:  crude  up  100%,  to  over  $45  a 
barrel;  refined  gasoil  [i.e.,  diesel  fuel  oil) 
up  over  100%,  to  nearly  $400  per  ton. 
The  majors  made  embarrassing  profits 
on  their  stocks.  So  did  a  number  of 
shrewd  (or  just  plain  lucky)  traders.  But 
there  was  also  a  rash  of  bankruptcies,  at 
least  two  of  which,  for  an  aggregate  $100 
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Plotting  prices  with  Piatt's 


Among  the  few  visible  threads  string- 
ing together  the  myriad  sellers,  buy- 
ers, brokers  and  traders  comprising 
the  international  spot  oil  market  is 
Piatt's  Oilgram,  a  group  of  specialist 
newsletters  published  by  McGraw- 
Hill  Inc.  Founded  in  1923  by  Warren 
C.  Piatt  and  acquired  by  McGraw-Hill 
in  1953  when  the  spot  market  con- 
sisted mainly  of  trading  barge-lots  of 
refined  products  and  balancing  out 
major  oil  companies'  temporary  im- 
balances, the  publication  is  the  closest 
thing  the  now-booming  spot  market 
has  to  a  Dow  Jones-type  daily  recap  of 
stock  prices  and  volumes. 

Every  trading  day,  Piatt's  reporters 
and  stringers  around  the  world  ask 
trusted  traders  and  brokers  what  they 
have  bought  and  sold  and  for  how 
much.  The  replies  are  processed  in 
Piatt's  London,  Paris  and  New  York 
offices,  then  relayed  overnight  to  sub- 
scribers via  telex  and  mail  in  Piatt's 
flagship  publication,  the  daily,  six- 
page  Piatt's  Oilgram  Price  Report,  and 
its  other  main  newsletter,  the  more 
general  Piatt's  Oilgram  News. 

The  price  is  high — a  subscriber  pay- 
ing $3,000  plus  telex  costs,  which  can 
double  that  sum,  gets  only  the  Oilgram 
Price  Report  and  the  morning  telex  Eu- 
ropean Marketscan.  Rotterdam's  300- 
odd  traders— plus  hundreds  of  oil, 
chemical  and  government  executives 
worldwide — gladly  pay  it.  With  most 
spot  trades  now  linked  directly  or  in- 
directly to  Piatt's  "price  assess- 
ments," they  have  little  choice. 


million  or  so,  may  have  been  fraudulent. 
During  the  chaotic  spring,  gasoil  would 
climb  by  $5,  $10,  even  $20  a  ton— then 
drop  by  $15  or  $20  a  ton  the  following 
day  before  climbing  again.  With  100,000- 
ton  spot  cargoes  now  worth  close  to  $5 
million,  vs.  less  than  half  that  18  months 
ago,  and  with  finance  costs  on  those 
cargoes  running  18%  and  more,  the  trad- 
ers buy  and  sell  in  terms  of  hours  and 
days.  Even  ignoring  the  unscrupulous 
traders  who  refuse  to  honor  their  con- 
tracts— and  the  outright  frauds — daily 
price  jumps  of  $10  and  $15  on  the  ton 
can — and  did — wipe  out  traders  selling 
cargoes  short.  Daily  price  drops  of  even 
greater  magnitude  also  wiped  out  traders 
going  long  without  the  nerve  or  where- 
withal to  hold  out  for  the  higher  prices 
that  did,  last  year,  usually  arrive. 

"So  you  think  that  being  a  trader  in 
this  market  is  a  license  to  print  money?" 
snaps  Robert  Mos,  the  courtly  president 
of  Rotterdam  trading  firm  European  Oil 
Partners  B.V.  "Then  how  do  you  explain 
this?"  Mos  holds  a  list  he  keeps  of  recent 
trading-company   bankruptcies.   It  in- 

30 


Traders  are  not  altogether  happy 
with  Piatt's  price  quotations.  "The 
problem  with  Piatt's,"  says  Clive  Oat- 
ley,  managing  director  of  London's 
big  trading  and  refining  firm,  Tampi- 
raex  Oil  Ltd.,  "is  that  they  don't  elim- 
inate enough  of  the  (unrepresentative) 
high  and  low  prices  and  arrive  at  an 
appropriate  common  denominator.  If 
a  barge  sells  in  Rotterdam  at  a  very 
high  price,  Piatt's  prices  go  up  to  re- 
flect that,  with  the  result  that  we 
sometimes  see  Piatt's  prices  bearing 
no  relation  to  the  market  as  we  know 
it  to  be." 

Oatley  grabs  his  morning  European 
Marketscan  telex:  "Here,  for  example, 
Piatt's  reports  gasoil  cargoes  at  $360 
to  $370  CIF  [the  cost,  insurance  and 
freight  prices  per  ton]  Northwest  Eu- 
rope, and  gasoil  barges  at  $358  to  $363 
FOB  Rotterdam.  They've  got  cargo 
prices  higher  than  barge  prices,  and 
normally  you'd  expect  exactly  the  re- 
verse to  be  true." 

Many  European  governments  are 
also  uneasy  about  Piatt's  numbers, 
though  they  base  their  domestic  price 
control  formulas  on  them.  But  the  Eu- 
ropean Economic  Commission  is 
right  now  trying  to  generate  its  own 
price  assessments. 

Such  a  move  could  well  backfire. 
Says  Tampimex'  Oatley:  "The  way 
things  are  now,  people  in  the  market 
are  happy  to  talk  with  Piatt's  report- 
ers. We  wouldn't  be  if  there  were  a 
lot  more  bureaucracy  built  into  the 
process." — LM. 


eludes  close  to  75  casualties. 

"The  penalty  of  failure  is  now  very 
high,"  nods  Mabanaft's  Botterill.  "If  you 
bet  wrong  two  or  three  times,  you're  out 
of  business  pretty  fast." 

There  is  scattered  evidence  that  Ya- 
mani  is  correct  and  that  a  softening  of 
prices  is  already  under  way.  Around  1 
million  barrels  of  oil  have  been  stock- 
piled around  the  world.  The  giant  Rotter- 
dam storage  tanks — in  part  responsible 
for  the  spot  market's  name — hold  nearly 
twice  the  normal  hoard;  if  Europe's  un- 
usually warm  winter  and  high  interest 
rates  continue,  traders  and  majors  could 
soon  begin  dumping  their  stocks. 

Andrew  Botterill  tells  of  one  large  car- 
go of  Saudi  Arabian  light  that  recently 
sold  for  under  $38  a  barrel,  against  the 
going  rate  of  $40  in  early  December.  He 
was  able  recently  to  pick  up  most  of  a 
230,000-ton  cargo  of  Nigerian  crude  at  $1 
a  barrel  off  its  price  two  weeks  earlier. 

But  the  spot  market  is  here  to  stay.  Its 
existence  helps  to  reduce  the  power  of 
the  international  oil  companies.  Spot- 
marketer  Botterill  argues,  moreover,  that 


the  so-called  OPEC  moderates  aren't  a) 
ways  as  price-moderate  as  they  pretend 

"Saudi  Arabia,  Algeria  and  Abu  Dhat 
have  official  policies  not  to  sell  thei 
crude  on  the  open  cargo  market,"  hi 
says.  "So  what  they're  doing  now  is  re 
fining  their  crude  for  their  own  accoun 
in  third-party  Mediterranean  refineries 
and  then  selling  the  refined  products  oi 
the  open  market.  They  say  they're  doin, 
it  because  they're  building  their  own  r0 
fineries  and  want  to  develop  expenenc 
with  [refined]  products.  Long  tern 
there's  probably  some  truth  to  that.  Bu 
short  term,  they're  doing  it  because  ii 
gives  them  a  way  of  getting  the  equiv 
alent  of  spot  prices  for  increasing  pot 
tions  of  their  crude."  Botterill  says  h 
knows  of  deals  signed  for  the  com  in 
year  by  Saudi  Arabia,  Abu  Dhabi  am 
Algeria  covering  up  to  5  million  ton 
(over  100,000  barrels  a  day)  of  crude  des 
tined  for  such  third-party  refineries 
"And  that's  just  what  I  personally  knov 
about.  Double  that,  and  you're  probabl; 
closer  to  the  truth." 

"To  be  successful  in  today's  ver 
strange  market,  you  have  to  look  ver 
hard  for  oil  and  for  new  things  to  do  witl 
it  once  you  find  it,"  says  Peter  von  de 
Ohe.  "There  are  new  channels  for  oi 
opening  up  daily — you  never  used  to  sel 
gasoline  from  Sweden  to  the  Mediterra 
nean,  but  I  did  just  that  a  few  weeks  ago." 

For  their  part,  the  larger  outfits  an 
buying  ships,  refineries,  storage  facili 
ties.  "We're  building  a  semi-integrateo 
oil  company  based  on  substantial  fixed! 
asset  ownership,"  says  Clive  Oatley,  th< 
Cambridge-educated  managing  directo 
of  old-line  trading  house  Tampimex  Oi 
Ltd.,  the  trading  arm  of  Fritz  and  Bron 
son  Ingram's  Ingram  Corp.  (Forbes,  Not 
1,  1976).  "We  have  to.  OPEC  wants  tc 
sell  its  oil  to  people  who  will  refine  it,  no 
someone  who  is  just  going  to  sell  it  at  a 
fat  trading  profit."  Tampimex  already 
has  access,  through  Ingram  Corp.,  tc 
50%  of  a  Louisiana  refinery;  Oatley  say 
he's  looking  to  buy  more  refining  capac- 
ity in  the  U.S.  and  Europe. 

Botterill's  Mabanaft  bought  a  4.5  mil 
lion-ton-capacity  Antwerp  refinery  ir 
October  1979  from  BASF.  Coastal  States 
Gas,  now  very  big  in  trading,  recentlj 
bought  a  big  Antwerp  refinery  from  Oc- 
cidental Petroleum. 

Traders  generally  do  agree  that  it 
won't  be  as  easy  to  make  money  in  this 
market  as  it  was  in  1979.  Says  Peter  von 
der  Ohe:  "The  future  is  very  bright  foi 
the  traders  willing  to  be  clever  and 
change  with  the  markets.  But  I  am  very 
pessimistic  for  the  traders  accustomed  tc 
the  old  ways  of  buying  a  barge  here, 
selling  a  barge  there,  making  a  little  prof- 
it on  the  way  and  living  off  the  surpluses 
of  the  majors  all  the  time.  Those  days  are 
gone  forever,  and  the  traders  who  don  't 
see  that  will  quickly  die  out."  He  puffs 
his  cheeks:  "Poof!"  ■ 

FORBES,  JANUARY  21,  1980 


Tax  shelter: 
major  charitable  donation  of  the 
Holy  Bible — 3-to-l  writeoff. . . 

—Advertisement  in 
The  Wall  Street  Journal 

Tax  shelters — 
King  James 
version 


By  Howard  Rudnitsky 


Parker  Dale,  a  tanned,  silvery-tem- 
pled Californian  who  placed  the 
above  ad  in  various  newspapers, 
as  come  up  with  a  unique  tax  shelter, 
y  the  end  of  1980,  Dale  will  have  helped 
ill  well  over  400,000  Bibles  to  folk  who 
re  hoping  to  get  up  to  $3  in  tax  deduc- 
ons  for  every  $1  they  invest.  Next  year 
•ale  expects  to  have  a  million  Bibles 
:quired  that  way. 

Dale,  50,  spent  25  years  in  the  securi- 
es  business  with  such  firms  as  Paine, 
febber,  Jackson  &  Curtis  and  oth- 
rs.  In  1979  he  founded  his  own 
lvestment  firm  and  also  Parker 
•ale  &  Sons  to  peddle  Bibles  as  tax 
lelters.  "This  is  a  profitable  proj- 
:t,"  he  says  solemnly.  "But  we  do  it 
ir  a  worthwhile  and  moral  reason." 
Clearly  worthwhile:   Dale  ar- 
inges  Bibles  to  be  bought  in 
aantity  from  various  Bible  pub- 
shers,  frequently  for,  say,  $9 
ich  and  may  resell  them  for  a 
ollar  or  more.  On  450,000  Bi- 
es,   that  could  come  to 
ound  half  a  million  dollars 
gross  profit.  Dale  and  his 
mily  make  out  well  because 
is  customers  are  expecting 
»  make  even  more  by  do- 
tting the  Bibles  to,  say, 
lurches  or  missionaries 
id  deducting  as  much  as 
ie  IRS  will  bear  of  the  dif- 
rence  between  the  cost  j 
id    the    current  price, 
hich  may  be  as  much  as 
iree  times  the  cost.  Why 
)t?  After  all,  the  law  per- 
its  people  to  donate  all 
nds    of  things — stocks, 
>nds,  buildings,  art,  presi- 
:ntial  papers.  Why  not  Bi- 
es?  Under  current  tax  law, 
e  buyer  must  hold  the 


to  libraries,  universities,  hospitals  and 
the  like  and  take  whatever  deduction  his 
tax  adviser  suggests. 

And  not  only  Bibles.  Also  involved  are 
academic  texts  or  works  with  a  limited 
market.  The  Westchester  County,  N.Y. 
publishing  house  of  Stein  &  Day  doesn't 
itself  offer  tax-shelter  deals,  but  its  presi- 
dent, Sol  Stein,  concedes  that  some  bulk 
buyers  of  books  like  A  Dictionary  of  Catch 
Phrases  by  Eric  Partridge  may  use  the 
book  for  a  tax-shelter  donation.  "We'll 
let  people  buy  a  book  that  is  $10  at  re- 
tail," Stein  says,  "for,  say, 
$3  in  lots  of  1,000  or 
more." 

What  if  the  IRS 
doesn't  agree 
with  your 


)oks  for  at  least  a  year, 
hen  he  can  donate  them 


tax  adviser's  "fair  market  value"  on  the 
Bible  or  other  books?  Replies  Stein: 
"Well,  that  hassle  usually  happens  three 
years  later.  Meanwhile,  you've  had  the 
deduction;  and  since  it  costs  an  individ- 
ual 16%  to  borrow  money  these  days,  it's 
a  cheap  loan.  You've  got  some  kind  of  a 
deduction,  even  if  the  IRS  holds  it  to  the 
price  you  paid  plus  costs." 

Costs?  Only  for  such  things  as  trans- 
portation, storage  and  insurance.  Some 
costs  may  not  be  deductible.  According 
to  William  G.  Brennan,  publisher  of  the 
tax-shelter  newsletter  Brennan  Reports, 
up-front  takes  for  promoters,  lawyers 
and  accountants  in  the  charitable  dona- 
tion business  can  run  to  30%  or  40%  of  the 
donation;  that  is,  these  middlemen  tack 
on  their  own  fees  and  profits.  Dale,  for 
example,  aims  his  advertisements  heavily 
at  broker-dealers  who  see  that  a  commis- 
sion of  10%  is  available  should  they  per- 
suade their  clients  to  purchase  the  Bibles. 
Dale  makes  no  secret  of  all  this.  Says  he:  "I 
am  one  of  the  very  few  who  disclose  this 
fact  clearly  in  writing  in  advance.  It's 
unusual  for  nonsecurities  products." 

However,  a  recent  IRS  ruling  has  nar- 
rowed things.  Says  Brennan:  "The  IRS  is 
now  claiming  that  if  you're  donating 
thousands  of  books  to  a  number  of  orga- 
nizations, you're  really  in  the  business  of 
making  charitable  contributions  and  you 
can  deduct  only  your  costs."  In  response, 
Parker  Dale  cites  a  general  opinion  by 
Price  Waterhouse  on  charitable  gifts  and 
more  specifically  his  own  lawyers,  Me- 
serve,  Mumper  and  Hughes  of  Los  Ange- 
les, that  Bibles  bought  at  wholesale  may 
qualify  for  tax  purposes  at  retail.  The 
Price  Waterhouse  opinion  didn't  concern 
Bibles,  he  concedes,  "but  the  same  con- 
cept applies."  He  also  advises  clients  to 
donate  to  only  one  organization. 

So  he  is  pressing  on.  "We've  figured 
a  way  to  get  a  deduction  without 
waiting  12  months,"  he  says.  "We've 
also  got  a  way  you  can  buy  econom- 
ics textbooks  and  get  a  deduction 
for  donating  them  to  college 
and  university  economics 
departments." 
What  if  the  IRS  really 
clamps     down?  Says 
Dale:   "By  that  time 
there  are  four  other 
games  I  can  be  in."  He 
thinks  that  over  for  a 
moment.  "Well,  I  better 
not  say  games.  .  .  ." 

Digging  in  the  ruins  of 
our  civilization  a  millen- 
nium hence  and  finding 
all  those  Bibles,  an  archae- 
ologist might  conclude  we 
were  a  very  religious  peo- 
ple. How  could  he  under- 
stand that  it  wasn't  oui 
souls  we  were  trying  to 
preserve  but  our  overtaxed 
pocketbooks.  ■ 
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The  Administration  is  about  to  present  a  bud- 
get with  a  relatively  narrow  deficit.  But  don't 
take  it  too  literally,  because ... 

Spending  will  rise 

$54  billion 
this  year— at  least 


By  Jerry  Flint 

Newspaper  readers  will  be  hear- 
ing a  great  deal  this  month  about 
the  "tight"  federal  budget  for  fis- 
cal 1981,  with  a  promised  deficit  of 
"only"  $15  billion,  down  from  this  fiscal 
year's  $30  billion.  Don't  take  that  deficit 
figure  too  literally.  First,  there  aren't 
many  who  believe  this  year's  deficit  will 
be  just  $30  billion,  and  even  fewer  be- 
lieve next  year's  will  be  cut  in  half.  Even 
if  the  federal  deficit  sinks  that  low  it 
won't  be  because  Congress  and  the  Ad- 
ministration are  exercising  fiscal  re- 
straint. It  will  be  because  inflation  and 
the  progressive  income  tax — and  yes, 
even  new  taxes — will  combine  to  keep 
federal  revenues  rising  as  fast  as,  or  a  bit 
faster  than,  federal  spending.  Restraint? 
Federal  spending  will  pass  $600  billion  at 
a  gallop  for  the  fiscal  year  that  starts  Oct. 
1,  up  from  $326  billion  in  1975  and  $197 
billion  ten  years  ago.  In  the  current  fiscal 
year  alone,  the  spending  rise  will  be  at 
least  $54  billion.  Between  fiscal  1980  and 
1981  the  rise  will  be  at  least  $70  billion, 
maybe  closer  to  $100  billion;  federal 
spending  is  having  no  trouble  keeping  up 
with  inflation.  If  the  federal  government 
were  a  business,  it  would  be  one  of  the 
fastest-growing  big  businesses  around. 

"We  all  want  restraint,"  says  Repre- 
sentative Richard  Gephardt  (D-Mo.)  sar- 
castically, "so  long  as  the  program  I  want 
gets  funded."  Despite  the  talk  of  a  van- 
ishing deficit,  he  sees  a  growing  sea  of 
red  ink.  "With  this  tremendous  political 
pressure  [to  spend]  it's  not  difficult  to  see 
$70  to  $80  to  $90  billion  deficits."  All  it 
would  take,  he  suggests,  is  a  good  healthy 
recession,  which  would  put  a  crimp  in 
tax  revenues  and  cause  an  uncontrollable 
rise  in  welfare  spending. 

"It  could  be  very  bad,  it  will  be,  if  we 
don't  apply  some  discipline,"  says  Repre- 
sentative James  Jones  (D-Okla.).  Says 
Michigan  Republican  Representative 
David  Stockman:  "There  is  just  over- 
whelming pressure  on  the  Congress  for 


more  spending — by  the  groups  who  want 
it  spent." 

For  the  past  five  years  the  Congress 
has  been  testing  a  new  budget  process — a 
series  of  targets  and  goals  aimed  at  bring- 
ing spending  under  control.  "Without  it 
we  probably  would  have  spent  an  addi- 
tional $150  billion  over  the  past  five 
years,"  says  Representative  Jones,  a  key 
member  of  the  Budget  and  Ways  &. 
Means  committees. 

But  that  effectiveness  is  wearing  thin. 
Last  year  Congress  fought  for  months 
over  the  1980  budget  and  couldn't  come 
up  with  a  final  total  until  late  November, 
two  months  into  this  fiscal  year.  The 
figures — $548  billion  slotted  for  spend- 
ing, $29.8  billion  in  the  red — were  called 
an  example  of  restraint,  but  not  by  every- 
one. "A  $30  billion  deficit  in  the  peak 
year  of  a  business  cycle  is  wild  folly.  Even 
John  Maynard  Keynes  would  turn  over  in 
his  grave,"  was  how  Representative 
Stockman  put  it.  What's  more,  that  $30 
billion  deficit  figure  is  just  an  estimate, 
and  the  Congress  is  expected  to  increase 
spending  beyond  the  $548  billion  target, 
adding  billions  of  dollars  in  red  ink. 

The  question  this  year  is  how  Con- 
gress will  be  able  to  come  up  with  any 
solution  to  the  budget  for  fiscal  1981, 
because: 

•  The  President,  and  indeed  the  Con- 
gress, too,  want  to  hold  that  deficit  down 
to  less  than  $15  billion.  They  really  want 
to.  But  .  .  . 

•  They  also  want  to  hike  defense 
spending  in  multibillion-dollar  leaps. 

•  Inflation  will  push  the  cost  of  pres- 
ent programs  up — and  the  Congress  has 
shown  it  doesn't  have  the  stomach  to 
make  up  for  this  by  ending  ineffective 
programs. 

•  The  recession  will  lead  to  the  usual 
demands  to  boost  spending  to  hype  the 
economy. 

Caught  between  demands  for  both 
economy  and  spending,  Congress  is  turn- 
ing to  mechanical  gimmicks.  There  is 
the  proposal  for  a  constitutional  amend- 


ment to  mandate  a  balanced  budget;  an- 
other is  to  limit  spending  and  taxes  to  a 
percentage  of  the  gross  national  product; 
others  call  for  so-called  sunset  devices 
that  would  automatically  end  spending) 
programs;  and  there  are  proposals  to  curb 
"entitlements,"  that  is,  open-ended 
spending  programs  such  as  Medicare. 

Each  plan  would  work — but  each  hasi 
its  objections.  Forcing  a  balanced  budget 
would  mean  the  nation  couldn't  run  a 
deficit  to  spur  the  economy  in  reces- 
sions, say  critics.  Limits  to  spending  or 
taxing  tied  to  GNP  (federal  outlays  have 
risen  to  about  22%  of  GNP  from  20.5% 
in  1970)  could  be  circumvented  by  jug-< 
gling  GNP  figures. 

Entitlements  account  for  about  half 
the  spending  programs.  Controlling 
them  is  a  popular  idea  but  hard  to  get 
enough  votes  for.  Representative  Stock- 
man, for  example,  made  an  issue  of  try- 
ing to  keep  a  new  program  to  finance 
medical,  dental  and  psychiatric  services 
for  children  from  joining  the  entitlement 
list.  He  failed  decisively  226  to  152  in  the 
House  last  month.  "This  is  not  a  wise 
place  to  start  a  reform  movement,"  he 
was  told  by  the  chairman  of  the  House 
Budget  Committee,  Robert  Giaimo 
(D-Conn.).  "Let's  not  start  with  one  ofi 
the  highest  priority  items  in  the  federal 
budget — health."  Said  Stockman,  "The 
debate  was  the  old  one,  you're  going  to 
take  services  away  from  the  poor."  Also, 
the  Congress  that  creates  a  gimmick  can 
find  a  way  to  undo  it. 

"You're  not  going  to  get  any  Congress 
to  lock  the  door  without  keeping  the 
key,"  says  Representative  Jamie  Whitten 
(D-Miss.),  chairman  of  the  House  Appro- 
priations Committee.  "And  if  you've  got 
the  key,  and  it  gets  tight,  it's  hard  not  to 
use  it." 

Despite  all  the  talk  of  cutting  taxes 
this  year,  the  only  certainty  is  that  taxes 
will  climb: 

•  The  increase  in  Social  Security  taxes 
is  $184  a  year  for  a  $500-a-week  worker, 
and  double  that  if  he's  got  a  $500-a-week 
wife,  too. 

•  Inflation  is  pushing  most  workers 
into  higher  income  tax  brackets,  which 
means  the  tax  takes  a  greater  proportion 
of  the  wage. 

•  The  effort  to  raise  extra  billions  of 
dollars  from  some  sort  of  oil  or  gasoline 
tax  is  continuing. 

There's  no  denying  that  congressmen 
will  respond  to  the  demand  for  deficit 
reduction  from  an  inflation-weary  elec- 
torate. Whether  they  will  do  more  than 
come  up  with  easily  circumvented  gim- 
micks remains  in  doubt.  Deficit  for  fiscal 
1981?  Don't  ask  Congress,-  ask  the  econ- 
omy. The  only  thing  that  would  keep  the 
deficit  down  would  be  a  combination  of  a 
continued  high  rate  of  economic  activity 
and  a  continued  high  rate  of  inflation.  At 
the  moment,  the  second  is  a  safer  bt  t 
than  the  first.  ■ 
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How  much  does  the  U.S.  spend  on  arma- 
ments? Would  you  believe  1.4%  of  the  GNP? 


So, 
where  does 
all  the  money  go? 


By  Fern  Schumer 

People  who  complain  about  U.S.  mili- 
tary spending  don't  understand  this:  Ac- 
:ual  spending  on  new  U.S.  military  hard- 
ware in  fiscal  year  1979  came  to  only 
53 1.5  billion,  or  1 .4%  of  the  gross  nation- 
il  product — about  three  times  what  we 
spend  on  cosmetics,  toiletries  and  scent. 

Isn't  the  military  budget — $136  billion 
n  the  1980  fiscal  year— 6%  of  the  GNP? 
Yes,  but  a  big  chunk  of  this  money  is 
simply  payment  for  pensions — no  differ- 
;nt  from  Social  Security.  The  biggest 
sart  of  the  money  goes  to  pay  present 
ind  past  military  personnel  so  that  they 
:an  live  in  a  style  to  which  Americans 
lave  become  accustomed. 

Take  military  pay.  There  aren't  any 
540-a- month  buck  privates  any  longer; 
:he  starting  pay  is  now  $690.60.  Today  a 


sergeant,  or  E-5  (there  are  321,000  of 
them,  with  six  years  of  service),  with  a 
wife  and  two  kids  gets  $1,019.10  a 
month.  That  includes  tax-free  housing 
and  food  allowances.  A  two-star  admiral 
with  26  years'  service,  a  wife  and  two 
kids  gets  $4,492.51  a  month  (including 
housing  and  food  allowances  and  exclud- 
ing perks  such  as  chauffeurs).  That's 
comparable  to  what  a  middle-level  corpo- 
rate executive  makes.  There  are  1,100 
active  generals  and  admirals  in  the  U.S. 

Then,  there  are  the  670,000  bonuses 
for  divers,  submariners,  demolition  ex- 
perts, sea  duty  personnel  and  other  mili- 
tary employees.  For  example,  a  boiler 
technician  enlisting  in  the  Navy  would 
get  up  to  $3,000  for  joining.  A  doctor  gets 
$12,000  on  average  for  extending  his 
tour,  a  nuclear  submarine  officer  about 
$15,000  for  reenlisting.  In  all,  the  active 


How  much  is  left  for  hardware? 


duty  personnel  bill  is  $30  billion. 

Add  about  $12  billion  in  pensions  this 
year  for  the  1.3  million  people  on  the 
retired  rolls.  Retirement  costs — 9%  of 
the  entire  defense  budget — have  more 
than  doubled  since  1974  and  are  up  over 
ten  times  since  1964.  Anyone  serving  20 
years  can  retire  at  half  pay. 

What  else?  Well,  there  are  about  1  mil- 
lion civilians  on  the  Pentagon  payroll,  or 
one  for  every  two  in  uniform.  They  range 
from  janitors  earning  about  $8,000  to  the 
Secretary  of  Defense's  $69,630.  The  av- 
erage civilian  salary  is  $19,000.  Total 
cost:  about  $19  billion. 

Don't  forget  operation  and  mainte- 
nance, which  includes  the  $4.5  billion  in 
fuel  (averaging  58  cents  a  gallon)  and  $2 
billion  for  electricity  and  communica- 
tions bills.  The  Pentagon  contracts  out 
much  of  its  maintenance  work — every- 
thing from  overhauling  ships  to  cooking 
in  mess  halls.  (These  workers  are  dis- 
tinct from  the  civilian  payroll.)  The  food 
cost  is  $3.21  per  person  a  day,  excluding 
cooking  and  clean-up.  They  still  serve 
chipped  beef  on  toast  for  breakfast.  "It 
wouldn't  be  a  mess  hall  if  we  didn't  serve 
it,"  says  one  officer.  But  they  also  serve 
ham  and  eggs.  The  total  bill  for  oper- 
ations and  maintenance  is  $42  billion. 

There's  another  $13.5  billion  for  re- 
search, development,  test  and  evaluation 
(RDT&E).  Finding  what  that  includes 
can  be  a  little  difficult,  as  Congressman 
Jack  Edwards  (R-Ala.)  found  during  the 
1980  defense  appropriation  hearings.  He 
asked  Admiral  David  F.  Emerson,  Direc- 
tor of  RDT&E  for  the  Navy,  about  the 
Navy's  experiments  with  Vertical  Short 
Take  Off  and  Landing  (V/STOL)  aircraft. 
"As  I  look  at  your  program  for  the  next 


Retired  pay 

$11.5  billion 


Procurement 

$35.5  billion 


Military  personnel 

$30  billion 


Reserve  component 
$2  billion 


Active  duty 
$28  billion 


Operations  and  maintenance 

$41.7  billion 


Travel  and  transportation 
$2  billion 


Military  construction 

$3.8  billion 


Research  and  development 

$13.5  billion 


Supplies  and  equipment  - 
$8  billion 

Contracts  and 
other  purchases  - 
$16.7  billion 


Civilian  pay- 
$15  billion 


Of  the  total  of  $136  billion,  just  $35.5  billion — 26  cents  of  each  dollar — was  spent  on  weapons  and  hardware. 
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five  years,  1  sense  a  continuing  hick  of 
direction  as  to  where  the  Navy  is  really 
going  with  V/STOL.  It  seems  there  will 
he  .1  lot  more  studies  and  little  or  no 
hardware  coming  out  of  this  $400  mil- 
lion. Is  that  right?"  The  Admiral:  "Basi- 
cally, yes,  Mr.  Edwards." 

Among  the  leftovers,  $35  billion  goes 
to  buy  hardware.  It  doesn't  go  very  far. 
The  price  tags  are  intimidating,  A  5-ton 
truck  costs  $67,160.50.  A  45-caliber  bul- 
let is  $1.30.  An  Air  Force  F-15  goes  for 
$16  million.  An  M-60  tank  costs 
$864,541.83.  A  50-caliber  machine  gun  is 
$575.64,  A  pair  of  Army  leather  combat 
hoots  about  $30.10,  The  fiscal  year  1980 
budget  contains  authority  to  buy  15 
ships,  7.V2  planes,  1,469  tanks  and 
tracked  vehicles,  over  20,000  missiles 
and  some  10,000  other  weapons 

Still,  the  Soviet  Union  has  made  sub 
Stantial  gains  over  the  last  decade.  Anil 
now  the  U.S.S.R.  leads  the  U.S.  in  man- 
power by  3,658,000  to  2,022,000,  tanks 
by  50,000  to  10,500,  artillery  by  40,700 
to  18,000  ami  tactical  warplanes  by  4,350 
to  4,164.  In  the  last  decade,  MOSCOW  has 
OUtspent  the  U.S.  by  $  100  billion. 

Much  of  this  new  equipment  is  for 
replacement.  When  a  bit  of  ordnance  is 
replaced,  the  cost  has  probably  increased 
severalfold.  For  example,  an  Ohio-class 
submarine  (the  new  Trident)  is  five 
times  as  expensive  as  its  Polaris  prede 
cessor.  An  F-14  is  eight  times  as  expen- 
sive as  the  F-4.  The  XM  I  tank  will  cost 
three  times  as  much  as  the  M-60. 

Unquestionably,  inflation  is  a  problem 
in  replacement  but  a  good  deal  of  the 
rise  in  c  osts  is  due  to  the  ever-i ncreasu ig 
complexity  of  the  equipment  Frequently 
the  equipment  is  designed  out  on  the  far 
edge  of  technology —like  the  V/STOL. 
I'ut  it  this  way:  The  military  is  trying  to 
do  things  that  haven't  been  done  before 
and  can  never  be  sure  whether  they  are 
going  to  work  or  what  the  cost  will  be. 
Foi  example,  in  1970  the  Air  Force  esti 
mated  F  I  >  tighter  jets  would  cost  $9.8 
million  each.  They  actually  cost  $17.8 
million  In  1975  the  Roland  air  defense 
missile  program  was  projected  at  $1.12 
billion.  It's  now  at  $2.39  billion. 

Congressmen  suspect  that  the  Pent.) 
gon  sometimes  underestimates  costs  in 
order  to  get  a  weapons  system  past  econ- 
omy-minded  legislators.  The  Pentagon 
also  has  a  tendency  to  blame  inflation  fo] 
the  military's  own  shortcomings.  Says 
Jerome  Stolarow,  director  of  the  Procure 
ment  &  System  Acquisition  Division  for 
the  General  Accounting  Office:  "It's  to 
their  advantage  to  attribute  as  much  as 
possible  to  inflation  so  they  can  say  they 
have  no  control  over  the  cost  growth." 

The  forthcoming  arms  buildup  is  going 
to  be  costly.  But  the  ruins  of  the  U.S. 
embassy  in  Islamabad  and  the  hostages 
of  Tehran  are  reminders  that  the  world 
pays  scant  respect  to  those  who  cannot 
or  will  imi  defend  diems<  Ives.  ■ 


The  U.S.  could  obliterate  the  Soviet  Union,  but 
cari  I  deal  with  a  handful  of  bandits  in  Teh- 
ran. Its  a  problem  and,  as  usual,  the  Ameri- 
cans will  throw  money  at  the  problem. 


The  Pentagon's 
new  shopping  list 


The  U.S.  has  ihi.  world's  most  power- 
ful military  forces,  hut  they  are  designed 
to  win  World  War  III.  When  the  situation 
calls  for  a  quick,  decisive  stroke  to  over- 
throw a  tyrant,  block  a  revolt  or  protect 
American  lives,  the  missiles  and  Trident 
submarines  and  B-52s  seem  useless. 

That  is  why  the  next  word  you  will  he 
hearing  from  the  military  will  be  "mobil- 
ity"— what  that  old  confederate  general 
called  "git   thar  fustest."  The  French 


what  will  become  the  Rapid  Deployment 
Force  is  still  to  be  written,  but  the  tab  is 
$10  billion  for  starters.  That  will  pay  for 
new  planes  and  ships  to  move  men  and 
supplies  into  action  and  eliminate  a 
planned  cutback  in  the  Marines.  Next 
will  probably  come  increased  funding 
and  contract  specdups  for  weaponry  al- 
ready in  production  and  likely  to  be 
needed  in  lightning  strikes.  Next  will 
come  the  push  for  new  lightweight  as- 


Marines practice  a  landing  <n  Guantanamo  Hay 

They'll  want  new  assault  boats  and  helicopters. 


proved  they  could  do  it  in  Chad;  the 
Israelis,  at  Entebbe;  the  Russians,  at  Ka- 
bul Realistically  speaking,  getting  there 
first  with  the  most  may  be  mine  a  mat 
tei  ;>l  will  tb. in  ol  weaponry,  but  this  is 
the  U.S.A.  Americans  are  prone  to  think 
you  can  do  anything  with  money.  Some- 
tunes  Mm  can.  At  any  rate,  the  military 
will  propose  buying  mobility  with  mon- 
ey. I  be  lull  Pentagon  shopping  list  foi 


sault  weapons.  That  will  be  just  a  begin- 
ning. The  Navy  will  want  a  new  carrier 
battle  group  permanently  on  duty  in  the 
Indian  Ocean  and  Arabian  Sea.  The  Air 
Force  will  want  a  ground  base  in  the 
Middle  East  or  along  the  coast  of  Africa 
as  a  staging  and  refueling  point. 

On  paper,  the  U.S.  is  supposed  to  have 
fast-hitting  forces  available  to  protect  its 
interests  around  the  world.  The  82nd 
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Airborne  Division,  always  on  alert,  is  the 
key  unit  in  such  a  force.  But  preparations 
for  the  "big  war"  always  dominated  mili- 
tary thinking.  Men  and  supplies  are  allo- 
cated first  to  Europe,  then  to  a  "half  war" 
possibility,  such  as  in  Korea.  The  MX 
rocket,  cruise  missiles,  supertanks  such 
as  the  XM-1,  and  the  billion-dollar  Tri- 
dent submarine  are  the  glamour  weap- 
ons. The  last  Pentagon  annual  report, 
324  pages  plus  appendixes,  devoted  16 
pages  to  "mobility  forces,"  and  part  of 
that  dealt  with  sending  quick  reinforce- 
ments to  Europe. 

Early  last  year,  with  the  weakness  be- 
ginning to  show,  President  Carter  or- 
dered the  military  again  to  build  up  a 
mobile  strike  force,  rechristened  the 
"unilateral  corps,"  because  it  would  sup- 
port itelf.  It  was  to  be  100,000  to  150,000 
strong.  But  there  was  no  talk  of  any 
special  spending  for  this  force — since 
rechristened  the  Rapid  Deployment 
Force — and,  indeed,  it  appeared  to  be  an- 
other paper  army. 

"When  I  heard  the  military  announce 
plans  for  a  'unilateral  corps'  last  summer, 
1 1  just  laughed,"  says  Joseph  Churba,  mili- 
tary analyst  at  the  Center  for  Interna- 
tional Security,  an  organization  of  for- 
mer diplomats,  military  officers  and  po- 
litical scientists.  "General  Haig  said  it 
would  take  45  days  to  move  a  division 
i into  the  Persian  Gulf  region,"  he  says. 
|The  world's  oil  supply  could  be  cut  in 
| days.  What's  more,  Churba  complains, 
leven  our  most  mobile  forces — the  82nd 
j Airborne,  101  Air  Mobile  and  2nd  Ma- 
rine divisions — lacked  the  tanks  or  artil- 
ilery  to  hold  off  enemy  armor. 

The  new  shopping  list,  however,  is 
evidence  that  the  military  and  the  Presi- 
dent are  serious  about  the  use  of  force  to 
protect  U.S.  interests.  Already  approved 
iare  two  projects  that  were  almost  dead: 

•  A  new  cargo  transport,  dubbed  the 
CX,  costing  perhaps  $120  million  each, 
able  to  carry  troops  up  to  6,000  miles. 
Lockheed,  McDonnell  Douglas  or  Boeing 
are  likely  competitors  for  the  contract. 

•  A  fleet  of  16  roll-on,  roll-off  ships, 
loaded  with  supplies  and  equipment,  pre- 
positioned  in  potential  trouble  spots. 
Two,  at  $100  million  each,  have  already 
been  approved.  Litton  Industries  is  a  po- 
tential contractor.  This  idea  was  rejected 
ten  years  ago  for  fear  it  would  turn  the 
U.S.  into  "the  world's  policeman." 

The  types  of  projects  likely  to  be 
speeded  up  include: 

•  The  KC-10,  a  tanker-freighter  ver- 
sion of  the  Douglas  DC- 10.  The  first  of 
six  on  order  is  to  roll  out  in  April.  Before 
Iran,  the  Air  Force  was  talking  about 
wanting  20;  the  order  may  be  trebled. 

•  The  "stretch"  of  the  Lockheed 
C-141.  Some  271  of  these  key  transports 
will  be  cut  apart  and  get  a  24-foot  insert, 
raising  cargo  capacity  30%  and  upping 
range.  Estimated  cost:  $458  million. 

New  helicopters  are  already  on  the 


way  to  the  Army  and  Marines,  but  the 
delivery  schedule  is  a  long  one.  It  is  likely 
that  more  choppers  will  be  delivered 
sooner.  Among  them: 

•  The  Sikorski  CH  53E,  which  carries 
38  troopers,  made  by  a  division  of  United 
Technologies,  goes  into  production  this 
year  for  the  Marines,  with  33  on  order  at 
$13  million  each.  The  Sikorski  Black- 
hawk,  which  carries  an  11-man  squad, 
went  into  production  last  year  with  the 
first  35  delivered,  part  of  a  ten-year, 
1,100-plane  contract.  Experimental  craft 
will  draw  more  interest,  too.  Bell,  for 
example,  has  the  XV- 15,  of  interest  to 
the  Army  and  Marines.  It's  an  airplane, 
but  each  wing  tip  has  a  helicopter  rotor, 
allowing  vertical  takeoff  and  landing. 
Range — 2,000  miles,  says  Bell,  but  this 
type  of  transport  may  be  ten  years  away. 

When  the  new  Rapid  Deployment 
Force  looks  for  new  weapons,  it  will 
probably  want  some  type  of  lightweight 
armored  vehicle.  In  the  past,  Congress 
turned  a  cold  shoulder  to  any  special 
fighting-troop  carrier  for  mobility  forces. 
However,  FMC  Corp.  is  readying  an  "In- 
fantry Fighting  Vehicle"  that  runs  down 
roads  at  45  miles  an  hour,  swims  rivers, 
has  a  300-mile  range  and  carries  a  25mm 
automatic  cannon,  antitank  missiles, 
machine  guns,  and  six  soldiers  besides 
crew.  That  might  be  just  the  light  tank  to 
clear  a  street  or  ridge.  Price:  $500,000. 


The  Marines  weren't  winning  much 
support  when  they  asked  for  new  landing 
craft  to  replace  their  aging  force  of  am- 
phibious boats.  That,  too,  could  change 
with  an  emphasis  on  mobility.  Bell  Aero- 
space, for  example,  has  an  air-cushion 
landing  boat  that  runs  at  50-knots  tops  at 
sea  and  can  cany  60  tons.  Other  contro- 
versial Marine  projects,  such  as  the  vcrti- 
cal-takeoff  Harrier  bomber — the  Navy 
never  liked  it — could  win  new  support. 

These  are  the  types  of  weapons  that 
might  tip  the  balance  in  miniwars,  and 
many  of  the  key  wars  in  the  past  three 
decades  have  been  fought  by  small 
forces — in  Cuba,  Angola,  Jordan,  Nicara- 
gua, Iran,  Ethiopia  and  Sudan  and  Eritrea, 
in  Zaire  and  the  Central  African  Empire, 
Afghanistan  and  Lebanon.  Years  ago  the 
U.S.  was  willing  to  intervene  quickly  and 
decisively:  The  landing  in  Lebanon  dur- 
ing the  Eisenhower  Administration  and 
in  the  Dominican  Republic  during  John- 
son's are  examples. 

The  Vietnam  War  spoiled  American 
taste  for  such  police  actions.  The  shop- 
ping list  is  the  traditional  American  an- 
swer to  a  problem:  Throw  money  at  it. 
But  without  the  willingness  to  use  the 
weapons  and  to  take  the  risks  involved 
in  using  them,  they  are  simply  an  empty 
shell — no  more  a  shield  to  their  owners 
than  was  the  Maginot  Line  or  the  Shah's 
air  force.  ■ 


The  U.S.  created  the  space  industry,  but  now 
France  wants  a  piece  of  it.  By  hook  or  crook. 


Apres  V Airbus 9 
le  rocket 


By  Barbara  Ellis 


If  the  story  is  to  be  believed,  France's 
late  President  Georges  Pompidou  him- 
self supplied  the  name:  Ariane,  French  for 
Ariadne,  the  Cretan  maiden  who  led 
Theseus  out  of  the  labyrinth.  In  this  case, 
the  labyrinth  was  where  France,  indeed 
Europe,  found  itself  vis-a-vis  the  U.S.  in 
space  technology  about  a  decade  ago. 
Thanks  to  the  U.S.'  pioneering  space 
program  and  the  National  Aeronautics  & 
Space  Administration,  Europe  was  a 
mere  follower  in  this  edge-of-technology 


industry.  Ariane,  an  entirely  European 
rocket-and-launching  system,  was  to 
lead  Europe  out  of  the  dark  places. 

The  space  satellite  is  key  to  one  of  the 
great  business  opportunities  of  the  next 
two  decades.  By  bouncing  signals  off  sat- 
ellites, all  kinds  of  far-out  communica- 
tion are  possible  at  relatively  low  cost — 
including  cable  TV.  Europe  had  no  prob- 
lem manufacturing  satellites,  but  you've 
got  to  get  those  satellites  up  there.  That 
requires  rockets  and  rocket  launchers. 
Ariane's  sponsors  hope  to  emulate  the 
European  Airbus  in  biting  off  a  major 
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piece  of  what  had  previously  been  virtu- 
ally an  all-U.S.  market. 

Thanks  largely  to  the  U.S.'  massive 
space  spending  programs  in  the  1960s, 
our  Thor  Delta  and  Atlas  Centaur  rock- 
ets have  all  but  monopolized  the  launch 
business.  But  this  year  the  French, 
through  the  European  Space  Agency,  will 
begin  making  their  big  play  for  a  piece  of 
that  market.  ESA's  first  entry  is  on  the 
pad:  the  symbolically  named  Ariane,  a 
155-foot-tall  snub-nosed  rocket. 

Ariane  is  aimed  at  what  would  appear 
to  be  unbeatable  competition:  NASA's 
long-awaited  Space  Shuttle.  At  first 
glance,  Ariane  isn't  much  competition. 
It  is  capable  of  carrying  a  mere  3,750- 
pound  payload.  By  contrast,  NASA's 
Shuttle  boasts  the  shiniest  technology 
that  billions  of  dollars  in  U.S. 
space  spending  has  produced.  It 
is  manned,  reusable  and  can  car- 
ry 65,000  pounds  spaceward. 

Yet,  already  the  French  can 
claim  some  initial  success  for  le 
rocket.  Last  year  Intelsat  (acro- 
nym for  International  Telecom- 
munications Satellite  Organiza- 
tion) picked  ESA's  Ariane  for  a 
probable  1981  launch  of  one  of 
the  Intelsat  series  V  satellites. 
Intelsat  also  took  options  on 
two  more  Ariane  flights. 

Why  did  Intelsat  pick  the 
Ariane  over  NASA's  Shuttle? 

"We  were  cheaper  than  the 
Shuttle,"  claims  Ariane  project 
director,  Fre'de'ric  d'Allest.  "Our 
bid  was  $20  million.  NASA's 
was  $22  million." 

No  doubt,  and  under  the  1968 
Bad  Godesberg  agreement,  Eu- 
ropean member  countries  of 
ESA  are  committed  to  using  the 
Europeans'  Ariane,  unless  they 
have  a  good  reason  not  to.  In 
Intelsat,  though,  the  odds  are  at 
first  stacked  in  favor  of  the  U.S. 
It  was  one  of  the  11  founder 
members  15  years  ago.  Since  then,  mem- 
bership has  grown  to  102  countries.  Vot- 
ing power  within  Intelsat  is  determined 
by  a  given  country's  telecommunica- 
tions traffic  in  a  given  year.  With  Europe- 
ans and  OPECers  hell-bent  on  securing 
space-related  material  rewards,  those 
telecommunications  traffic  patterns  are 
changing — and  with  them  Intelsat's  cru- 
cial voting  patterns. 

"We  got  good  political  support  [for 
Ariane]  from  all  the  European  governors 
of  Intelsat,"  says  Allest.  "Quite  a  few  of 
the  non-Europeans  were  in  our  favor, 
too."  Allest  says,  in  addition,  that  ESA 
has  also  banked  $100,000  earnest  money 
from  Arabsat,  the  Arab  regional  commu- 
nications project,  to  reserve  a  launch;  he 
also  says  that  they  hope  soon  to  get  the 
same  from  Indonesia  to  send  up  renewals 
of  their  Palapa  domestic  communica- 
tions satellites. 


Ariane  is  being  billed  as  a  European 
project,  but  it  is  the  French  who  are 
firmly  in  command.  They  provided  the 
launch  site  at  Kourou,  French  Guiana, 
and  put  up  two-thirds  of  the  $820  million 
budget.  Germany,  the  next  largest  con- 
tributor, supplied  only  20%  of  the  bud- 
get. Says  ESA's  Brian  Stockwell,  the  En- 
glish deputy  director  of  the  Ariane  proj- 
ect: "Ariane  was  a  French  initiative."  Do 
France's  European  partners  resent 
French  domination?  Italy  and  Germany 
have  both  been  restive  about  their  mi- 
nority position  in  ESA.  Stockwell, 
though,  manages  to  put  a  good  face  on 
the  lopsided  nature  of  the  partnership.  It 
has,  he  says,  provided  a  more  "monolith- 
ic" approach,  giving  the  project  a  chance 
of  success. 


European  Space  Agency's  Ariane 
Out  to  bust  NASA's  monopoly. 


The  Europeans  know  that  to  secure 
maximum  market  share  for  Ariane, 
they'll  need  to  move  faster  than  a  cum- 
bersome, multigovernment  organization 
like  ESA  can.  Thus,  they  are  spinning  off 
Ariane  into  a  new  company,  Ariane 
Space,  to  produce,  market  and  launch  the 
rocket.  Majority  shareholder  in  the  com- 
pany will  be  the  French  space  agency, 
Centre  National  d'Etudes  Spatiales,  with 
34%;  French  contractors  will  hold  an- 
other 23V2%,  with  the  rest  of  the  shares 
divided  among  European  contractors  and 
a  group  of  ten  European  banks.  CNES' 
Fre'de'ric  d'Allest  will  become  president 
of  Ariane  Space. 

Allest's  salesmen  are  already  out 
thumping  their  product  hard  to  such  ear- 
ly Shuttle  customers  as  AT&T,  RCA, 
Telesat  Canada  and  Western  Union.  Ev- 
ery NASA  Shuttle  delay  is  an  extra  sell- 
ing point  for  ESA. 


Price?  Allest  and  Stockwell  claim  there 
is  doubt  about  what  NASA  will  charge 
after  1983,  when  it  has  to  switch  to  an 
incurred  cost  basis  from  the  "promotion- 
al" prices  quoted  so  far.  NASA's  current 
quote  for  a  Shuttle  ride  in  1981  is  $30.5 
million,  and  it  is  already  warning  of  15% 
to  20%  increases,  quite  aside  from  infla- 
tion, for  1984.  Ariane,  says  Stockwell,  is 
firmly  priced  at  around  $30  million,  and 
there  is  no  reason  for  it  to  change,  apart 
from  inflation,  for  the  next  three  years. 
Government  subsidies?  Oh,  no,  say 
ESA's  men — they're  using  marginal -cost 
pricing,  just  like  NASA.  Neither  agency 
makes  any  attempt  to  recover  develop- 
ment costs  in  its  pricing.  ESA,  says  Al- 
lest, simply  chose  "a  very  conventional, 
simple-as-possible  rocket,  which  will 
leave  on  time  and  at  the  right 
price." 

Will  it?  Last  month  Ariane's 
much-heralded  first  launch 
failed  to  hold  its  schedule  as  a 
media  event.  VIPs,  including 
President  Giscard,  watched 
from  CNES  headquarters  at  Evry 
near  Paris,  as  the  rocket's  en- 
gines were  shut  down  by  com- 
puter only  six  seconds  into  fir- 
ing. French  state  TV  prepared 
taxpayers  for  possible  disaster  by 
running  film  of  the  U.S.'  first- 
ever  launch  (a  fizzle),  and  noting 
that  the  Americans  had  learned 
from  their  mistakes.  Ariane  fi- 
nally made  a  good  launch  nine 
days  late,  Christmas  Eve. 

The  French,  nevertheless,  are 
burning  with  optimism.  Allest 
predicts  that  ESA  rockets  may 
handle  up  to  50  of  the  220  or  so 
commercial  satellite  launchings 
that  are  scheduled  for  the  com- 
ing decade.  If  ESA  builds  a  sec- 
ond launch  pad,  as  Allest  thinks 
it  will  by  1983,  the  Ariane  could 
have  a  shot  at  up  to  40%  of  the 
launch  market  by  1985. 
then  there  are  the  Soviets.  Al- 
though the  Soviets  put  the  first  satellite 
into  orbit  some  23  years  ago — remember 
Sputnik? — Russian  rockets  have  yet  to 
carry  commercial  payloads.  That  may  be 
changing.  "They've  offered  a  launch  for 
one  of  ESA's  maritime  satellites,"  says 
ESA's  Brian  Stockwell.  "They  are  rather 
serious  about  it.  It's  the  first  time 
they've  tried  to  offer  a  commercial 
launch.  We  don't  know  if  it's  the  begin- 
ning of  a  big  story  or  simply  a  single 
event."  The  question  of  price,  says 
Stockwell,  has  not  yet  been  discussed. 
But  then,  has  price  ever  meant  anything 
to  the  Kremlin,  once  it  has  made  up  its 
mind  to  proceed? 

Quite  clearly  the  U.S.  will  have  to  run 
faster  just  to  stand  still.  "NASA,"  says 
Telesat  Canada's  chief  technician,  John 
Almond,  "is  no  longer  the  only  game  in 
town."  He's  right.  ■ 


And 
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Want  to  see  more  water 
for  America's  drought  areas? 


the  way  up  from  the  earth's  subterranean  rivers.  That's  Borg-Warner  today.  And 
there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 


Wnlth 
Borg-Warner 


IS  YOUR  RELOCATION  PROGRAM 
COST  EFFECTIVE  OR  COST  DEFECTIVE? 


In  these  times  of  rapidly  chang- 
ing interest  rates  and  escalating  costs, 
relocation  could  be  costing  you 
more  than  your  best  laid  plans  have 
forecast.  New  times  call  for  new  cost 
efficiencies.  That's  why  The  Equitable 
urges  you  to  look  before  you  leap. 

For  example,  The  Equitable 
Relocation  Service  is  one  of  the 
financial  services  of  The  Equitable 
Life  Assurance  Society  of  The  United 
States,  giving  Equitable  Relocation 
a  background  of  money  management 
resulting  in  cost  controls. 

Then  there's  the  vast  network 
of  experienced  personnel  operating 
from  a  nucleus  of  seven  regional 


offices.  That  means  that  throughout 
the  United  States,  Puerto  Rico  and 
Canada,  The  Equitable  is  right  there 
with  you,  making  your  relocation 
effortless. 

Basic  to  The  Equitable  way  of 
doing  things  is  relocating  your  em- 
ployees so  their  new  surroundings 
match  their  needs.  We  handle  home 
purchase  and  home  search,  maintain- 
ing the  integrity  of  both.  And  because 
we  know  surroundings  are  equally  as 
important  as  the  house  they  live  in, 
we  take  care  in  informing  your  people 
about  schools,  shopping  areas,  rec- 
reational facilities,  churches  and  other 
family  services. 

In  addition  to  cost  effectiveness, 
you  can  count  on  thorough  cost  re- 
porting systems  allowing  you  access 
to  all  phases  of  the  relocation,  giving 
you  cost  breakdowns  from  acquisition 
through  resale.  That  way  you'll  know 
what  you're  paying  for  and  just  how 
efficient  it  is. 

Look  at  the  alternatives.  Look  at 
The  Equitable.  We  think  you'll  never 
look  back. 

For  cost  effective  relocation  call: 
The  Equitable  Relocation  Service: 
(800)  223-1710- In N.Y  State  (800) 
442-8421. 

Sm 
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The  Equitable  Relocation  Service. 


The  Equitable  Life  Assurance  Society 
of  the  United  States.  N  Y.  N  Y 


Long-respected  and  admired  in  its  own  industry?,  Deere  &  Co.  has 
hidden  its  light  under  a  bushel  in  the  outside  world.  Which  is  too  bad. 
Deere  is  one  of  America  s  outstanding  growth  companies. 


The  country 
slicker 


Deere  &  Co.  's  renowned  Eero  Saarinen-designed  headquarters  on  tloe  outskirts  qfMoline,  III 

4  big  step  toward  taking  the  "country"  out  of  Deere  and  making  Deere  a  world  citizen. 


D 


eere  &  Co.'s  is  one  of  the  least 
chronicled  major  success  stories 


By  Bob  Tamarkin 


in  U.S.  business.  Just  a  decade  ago  this  midwestern 
arm  machinery  manufacturer  crept  past  the  $1  billion  mark  in 
evenues.  Since  then  it  has  nothing  less  than  quintupled  its 
iize.  In  the  fiscal  year  that  ended  Oct.  31  its  revenues  were  just 
ihort  of  $5  billion.  If  you  have  become  blase  about  numbers  in 
hese  inflationary  times,  think  of  it  this  way:  Among  big 
xtrporations,  Deere's  revenue  growth  in  the  decade  just  ended 
vas  faster  than  Xerox'  and  nearly  twice  as  fast  as  that  of  either 
BM  or  Texas  Instruments.  Deere's  earnings  more  than  kept 
>ace  with  revenues,  rising  from  $54  million,  92  cents  on  the 
>resent  common  stock,  to  $311  million,  $5.12  a  share.  This 
vas  a  record  that  would  do'  credit  to  any  whiz  kid  of  an 
.'lectronics  or  semiconductor  company. 

Under  the  leadership  of  Chairman  and  CEO  William  A. 
-lewitt,  Deere  has  achieved  most  of  this  in  farm  machinery,  an 
ndustry  that  was  and  still  is  regarded  by  Wall  Street  as  sleepy, 
nature,  cyclical  and  boring — four  of  the  worst  adjectives  in  the 

ORBES,  JANUARY  21,  1980 


security  analysts'  vocabulary. 

  In  the  early  Seventies,  when  lipstick 

and  furniture-peddling  and  fast-food  stocks  sold  at  lofty  multi- 
ples, Deere  almost  consistently  sold  at  a  discount  from  book 
value  and  at  a  below-the-market  earnings  multiple.  Even  today, 
with  so  many  of  the  old  growth  and  glamour  stocks  discredit- 
ed, Deere  sells  at  only  an  average  multiple  (a  shade  over  seven 
times  earnings)  and  at  a  modest  premium  over  its  conserva- 
tively stated  book  value.  For  once  the  institutions  seem  ahead 
of  the  investing  public:  While  Deere  is  little  known  to  the 
ordinary  investor,  investing  institutions  own  a  resounding 
42%  of  its  60  million  common  shares. 

At  any  rate,  Hewitt  and  his  first-rate  management  team 
weren't  paying  much  attention  to  Wall  Street.  They  didn't 
have  to.  Deere  was  able  to  generate — from  profits  and  from 
borrowing  against  its  clean  balance  sheet — all  the  capital  its 
fast-growing  business  required. 

From  Deere's  world-class  Eero  Saarinen-designed  headquar- 
ters in  Moline,  111.  the  company  launched  a  worldwide  market- 
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ing  and  manufacturing  assault  that  has  left  competitors  in  its 
furrow.  Despite  a  United  Auto  Workers  strike  that  shut  down 
its  U.S.  factories  for  three  weeks  last  year,  it  still  managed  hoth 
record  sales  and  earnings.  Going  into  the  first  fiscal  quarter  of 
the  1980s,  Deere's  plants  are  churning  out  big  tractors  and 
combines  at  100%  capacity,  securing  an  awesome  32%  share 
of  the  North  American  tractor  market  and  just  about  guaran- 
teeing another  record  year  for  fiscal  1980. 

What  made  Deere  great  in  an  industry  where  most  were 
merely  mediocre:  Many  things,  but  not  the  least  was  Deere's 
loyal,  capable  and  extremely  well-financed  dealer  organization 
(see  box).  Its  dealers  have  always  been  one  of  Deere's  great 
strengths,  ranking  easily  with  those  of  General  Motors  and 
Caterpillar  Tractor  as  preeminent  in  their  fields.  Bill  Hewitt, 
while  increasingly  turning  Deere's  vision  to  the  outside  world, 
did  not  neglect  the  dealers. 

There  are  2,300  of  them  in  the  U.S.,  5, 100  worldwide.  Some 
dealerships  go  back  three  and  four  generations.  Dealers  consid- 
er Deere  a  square  shooter,  like  the  founder  himself,  the  enter- 
prising Vermont  blacksmith  who  in  1837  pioneered  the  first 
successful  self-cleaning  steel  plow  that  turned  a  clean  furrow 
slice,  making  it  unnecessary  to  stop  to  scrape  off  the  soil. 

For  many  years  Deere's  return  on  equity  was  penalized  by  its 
high  ratio  of  capital  to  sales.  But  this  strength  enabled  Deere  to 
avoid  pushing  product  on  its  dealers  as  a  means  of  leveraging 
capital.  "Deere,"  says  Gary  Holland,  a  dealer  from  Mendota, 
111.,  "never  pushes  inventory  down  your  throat."  Holland  and 
other  dealers  praise  the  company  for  always  being  quick  to 
correct  any  production  snafus  that  turn  up  in  the  field  in  new 
equipment.  Dealers  claim  the  parts  backup  is  the  industry's 
best,  with  parts  available  for  some  tractor  models  40  years  old. 
That's  one  reason  Deere  tractors  and  combines  have  high 
resale  values,  though  new  models  are  priced  $3,000  to  $4,000 
higher  than  International  Harvester's.  Deere,  in  short,  is  a 
master  marketer. 

For  years  Deere  also  benefited  from  the  management  and 
financial  weaknesses  of  its  archrival,  International  Harvester. 
Harvester's  allegiance  was  divided,  with  its  truck  business 
outweighing  farm  machinery  within  the  company.  Deere,  by 
contrast,  knew  what  its  business  was  and  who  its  customers 
were — and  what  they  wanted.  In  its  research  labs  in  Illinois, 
Iowa  and  Wisconsin,  Deere  was  shelling  out  4  cents  of  every 
sales  dollar — compared  with  Harvester's  2Vz  cents — for  new 


products.  Innovation  be- 
came a  key  Deere  strate- 
gy. In  the  1950s  Deere  in- 
troduced the  first  com- 
bine for  dual  harvesting  of 
corn  and  wheat  and 
moved  into  six-  and  eight- 
row  planters.  There  was 
also  a  new  hay  baler  that 
made  it  possible  for  one 
man  to  do  a  two-man  job. 

Its  biggest  push  came  in 
1960  with  a  new  genera- 
tion of  four-  and  six-cylin- 
der tractors  to  replace  its 
dated,  noisy,  two-cylinder 
"Popping  Johnnies."  No 
detail  was  overlooked, 
nothing  spared.  New  hy- 
draulics, power  brakes  and 
even  comfort:  The  tractor 
seat  was  designed  by  Dr. 
Janet  Travell,  the  White 
House  physician  who  cus- 
tomized John  Kennedy's 
rocker.  The  introduction 
was  an  extravaganza, 
complete  with  an  airlift  of  Deere's  5,000  dealers — never  ignore 
the  dealer — to  Dallas,  a  Texas  barbecue,  and  fireworks  in  the 
Cotton  Bowl.  Shortly  thereafter,  the  John  Deere  green  ma- 
chines were  outflanking  the  International  Harvester  red  ones 
from  the  North  Dakota  valleys  to  the  Kansas  wheat  fields. 

Deere  had  recognized  the  farmers'  need  for  bigger  and  more 
powerful  machinery  to  replace  the  vanished  farmhand.  As 
agriculture  moved  into  the  age  of  the  big  farm,  Deere  moved 
with  it — and  sometimes  ahead  of  it.  In  1959  it  prematurely 
introduced  a  huge  200-horsepower,  four-wheel-drive  tractor.  It 
was  a  disaster  but  a  mitigated  disaster  because  Deere  learned 
from  it.  "You  can't  press  sophistication  beyond  what  our 
customers  can  afford  to  live  with,"  muses  Gordon  Millar, 
Deere's  vice  president  of  engineering.  Undaunted,  Deere  tried 
again  in  1970,  launching  a  four-wheel-drive  tractor  for  narrow- 
row  crop  farming.  This  one  made  the  grade.  Harvester  was 
caught  off  guard  without  a  four-wheel-drive  machine.  Deere 
has  dominated  that  market  segment  ever  since.  The  average 


Founder  John  Deere 
Blacksmith  who  made  good. 


The  original  John  Deere  plow 

The  secret  was  a  steel  plow  that  cleaned  itself. 
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horsepower  rating  of  its  tractors,  for  example,  is  125,  much 
higher  than  the  industry's  9 1.1 -horsepower  average,  up  from 
70  horsepower  ten  years  ago. 

Two  years  ago  Deere  rolled  out  its  new  line  of  "Iron  Horse" 
tractors  in  the  80-horsepowcr  to  180-horsepower  range  and 
Harvester's  market  share  in  that  category  initially  dropped  by 
nearly  ten  percentage  points.  Deere's  market  share  of  the  giant 
$60,000  tractors  and  $90,000  combines  is  an  estimated  45%. 
In  the  competitive  European  market  during  the  1970s,  the 
average  tractor  increased  from  50  to  68  horsepower,  while 
Deere's  European  models  rose  from  54  to  79  horsepower. 
Okay,  so  Deere  bet  on  big,  comfortable  tractors,  bet  on 
the  farmer  as  affluent  consumer — and  it  won.  Luck?  If  you 
call  it  luck  you  miss  the  whole  point:  Deere  showed  not  so 
much  good  luck  as  excellent  judgment.  It  had  that  ineffable 
quality  known  as  good  management.  To  give  Chairman  Bill 
Hewitt  all  the  credit  for  Deere's  stunning  success  in  a  seeming- 
ly unpromising  business  would  be  to  oversimplify.  Yet  there  is 
no  doubt  that  he  was  the  leader  of  the  team  that  saw  clearly 
where  the  farm  machinery  business  was  going,  and  it  was  his 
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eadership  that  gave  the  company  the  sense  of  direction  and  of 
rirmness  that  it  needed.  Hewitt,  a  soft-spoken  man  not  given 
:o  boasting,  expresses  it  this  way:  "In  a  business  where  every- 
one has  the  same  customer,  same  financial  markets,  same 
suppliers, people  make  the  difference."  But  the  leader  attracts 
the  most  capable  people  and  keeps  them  pulling  together, 
i  Bill  Hewitt  is  a  worldly  man,  with  a  penchant  for  fine  art, 
/vho  at  65  looks  ten  years  younger.  A  native  San  Franciscan 
vho  attended  Berkeley  and  Harvard  Business  School,  in  1948 
ie  literally  married  the  boss'  daughter — Patricia  Deere  Wiman, 
i  great-great-granddaughter  of  founder  John  Deere. 

Eight  months  later  he  quit  his  job  with  Pacific  Tractor  & 
mplement  Co.,  a  West  Coast  distributor  of  Fcrd-Ferguson 
ractors,  and  joined  Deere's  San  Francisco  branch.  The  groom- 
ng  began  early.  By  1950  he  was  made  a  branch  manager  and  a 
Deere  director  on  a  board  made  up  exclusively  of  insiders. 
Zoached  by  senior  executives  on  the  company's  history  and 
:raditions,  in  1954  he  became  executive  vice  president,  a  then 
lewly  created  post  that  brought  him  to  Moline  to  the  side  of 
lis  father-in-law,  Colonel  Charles  Wiman,  who  was  terminally 
11  with  cancer.  Hewitt  spent  the  next  1 1  months  as  Wiman's 
leputy.  When  Wiman  died,  in  1955,  Hewitt,  at  age  40,  was 
lamed  Deere's  president  and  chief  executive. 

The  Wimans  were  an  urbane  family — Mrs.  Hewitt's  late 
brother  Dwight  Deere  Wiman  was  a  well-known  Manhattan 
:heatrical  producer,  and  Mrs.  Hewitt  is  active  in  horse  breed- 
ing. When  Hewitt  took  over,  Deere  was  already  a  highly 
successful  but  somewhat  parochial  company — famous  on  the 
;arm  but  almost  unknown  off  the  farm. 

"When  I  arrived,"  says  the  tall,  self-assured  Hewitt,  "it 
wasn't  a  question  of  a  turnaround,  but  keeping  a  good  thing 
^oing."  He  eventually  moved  Deere  out  of  its  90-year-old 
musty  headquarters  in  downtown  Moline  to  the  nearby  boon- 
es  and  into  an  award-winning  architectural  complex  of  rusted 
iteel  and  sunscreen  grills,  set  amid  giant  oaks  and  hickories,  a 
vlidwest  version  of  Versailles.  More  than  an  image,  Hewitt 
:reated'a  spirit — a  pride  in  the  company  that  filters  down  to 
die  farmers  who  use  Deere  machines. 

At  first,  old-time  plow-and-tractor  men  in  Moline  didn't 
rake  kindly  to  this  silver-spoon  outsider  who  dared  tamper 


with  Deere  tradition.  But 
Hewitt  rallied  the  skep- 
tics with  his  long-range 
vision  of  what  Deere 
could  become.  He  set  up 
an  in-house  public  rela- 
tions department  aimed 
at  shucking  Deere's  intro- 
verted image.  He  immedi- 
ately named  veteran  Con- 
troller Elwood  F.  Curtis 
executive  vice  president. 
The  two  complemented 
one  another,  Hewitt  al- 
ways looking  at  the  big 
picture,  Curtis  zeroing  in 
on  the  details.  Simulta- 
neously, one  would  fly  off 
to  Europe,  the  other  to 
South  America.  Deere 
was  off  and  running.  Last 
May,  after  40  years  with 
Deere,  Curtis  retired  as 
vice  chairman  and  chief 
operating  officer.  He  was 
succeeded  by  President 
Robert  A.  Hanson,  55,  as 
chief  operating  officer.  Curtis  is  still  a  board  and  executive 
committee  member. 

The  image  change  that  Hewitt  engineered  was  more  than 
just  an  ego  trip.  It  helped  give  Deere  people  the  confidence  they 
needed  in  order  to  begin  thinking  in  world  terms.  If  the 
emphasis  on  horsepower  came  naturally  to  Deere  manage- 
ment, the  awareness  of  the  outside  world  was  largely  imposed 
by  Hewitt.  Deere  didn't  even  introduce  its  first  real  competi- 
tive, light-  to  medium-horse-power  diesel-engine  tractor  in  the 
European  market  until  1964— more  than  a  decade  after  Ford, 
Massey-Ferguson  and  Harvester.  Under  Hewitt's  push  to  begin 
worldwide  manufacturing,  Deere's  first  overseas  plant  was  the 
takeover,  in  1956,  of  Heinrich  Lanz,  a  failing  German  trac- 


Deere  Chairman  William  A  Hewitt 
Style  and  a  sense  of  vision. 


\t  Deere's  demonstration  farm,  a  spread  of  machines  for  foreign  dealers  to  ogle 

Deere's  product  mix  is  the  industry's  richest  in  both  tractors  and  attachments. 


Deere  President  Robert  A.  Hanson 
A  homegrown  heir  apparent. 


tormaker  with  just  three 
factories.  Subsequently 
Deere  built  factories  in 
France,  Argentina  and 
Mexico  and  acquired 
three  small  companies  in 
France  and  one  in  South 
Africa.  But  Deere  wasn't 
stubborn  about  100%  con- 
trol: In  Japan  it  has  struck 
up  a  partnership  with 
Yanmar  Diesel  of  Osaka 
to  build  small  tractors;  in 
Venezuela  it  makes  medi- 
um-size tractors  in  part- 
nership with  the  govern- 
ment; in  Brazil — the  big- 
gest agricultural  market  in 
South  America — Deere 
has  settled  for  a  20%  in- 
terest in  the  country's 
largest  combine  company; 
in  Australia  it  has  linked 
up  with  a  manufacturer  of 
tillage  equipment;  and  in 
China  Deere  uses  a  direct 
sales  approach  to  market 


several  million  dollars  worth  of  tractors  and  hay  tools  for  use 
on  pilot  farms. 

The  overseas  expansion  isn't  over.  Deere's  market  share 
outside  North  America  is  substantially  less  than  half  its  do- 


mestic level — an  estimated  10%  to  12%  compared  with  Har 
vester's  estimated  15%.  Of  the  $1  billion  in  Deere  farm  equip-* 
ment  sold  overseas  last  year,  about  80%  was  built  abroad,  the) 
rest  exported  from  Moline.  But  Deere  plans  to  beef  up  produc 
tion  overseas.  It  plans  a  25%  expansion  of  tractor  output  in 
Mannheim,  Germany.  It  is  building  a  $25  million  parts  depot 
and  components  factory  at  Bruchsal,  Germany.  Tractor  capac- 
ity in  Getafe,  Spain  is  being  expanded  20%  and  engine  capac 
ity  in  Saran,  France  by  15%.  New-parts  depots  also  will  be  built 
or  expanded  in  France,  Italy,  Mexico  and  South  Africa.  Deere 
may  target  new  sites  as  well.  Although  Deere  has  a  sizable 
share  of  the  U.K.  market — 9%  of  tractors  and  15%  of  com 
bines — it  has  no  production  facilities  there.  On  the  strength  of 
its  marketing  organization  alone  it  has  steadily  taken  business 
from  strike-plagued  Ford  and  Massey-Ferguson  over  the  years. 

Europe  has  been  no  breeze  for  Deere.  There  it  is  up  againstj 
tough  competition  in  a  highly  segmented  market.  "In  the  U.S., 
three  major  competitors  have  70%  of  the  farm  equipment 
market,"  says  Neel  Hall,  head  of  Deere's  overseas  operations. 
"In  Europe  the  most  a  competitor  can  hope  for  is  a  20% 
market  share."  For  instance,  in  France — the  biggest  market  for 
farm  equipment  in  Western  Europe — government-owned  Re- 
nault dominates  the  market,  satisfied  to  break  even  and  create 
jobs.  In  France  as  in  the  rest  of  Europe,  all  economics  is  mixed 
with  politics.  This  is  a  headache  for  Deere.  Says  Hall:  "You've 
simply  got  to  be  more  productive  than  the  French." 

Outside  of  Europe,  Deere  is  still  finding  it  difficult  to  clear 
hurdles  of  economic  nationalism.  Argentina's  98%  local-con- 
tent law  is  a  costly  proposition,  without  the  offsetting  econo- 
mies of  scale.  "We  are  making  things  there  we  wouldn't  have 
made  in  the  States,"  complains  Hall.  "That  comes  at  a  high 


The  big  green  money  machine 


A  tractor  is  a  tractor  is  a  tractor.  The 
dealer  makes  the  difference. 

It's  a  fundamental  truth  of  farm  lore 
that  when  a  man  buys  farm  machinery 
he's  buying  the  dealer.  And  for  the  past 
30  years,  Deere  has  worked  at  that  rela- 
tionship better  than  anyone  else.  "You 
can't  hold  a  man  up  during  harvest 
when  his  $80,000  combine  needs  a  $50 
part,"  says  Deere  dealer  Gary  Holland. 
"You'll  never  see  him  again." 

Deere's  service  parts  distribution  de- 
pot is  open  24  hours  a  day,  7  days  a 
week,  shipping  parts  anywhere  in  the 
U.S.  the  same  day  orders  arrive.  Dealer 
Holland  carries  over  15,000  parts  in  his 
warehouse,  which  is  computer-con- 
nected to  Moline  headquarters. 

It  is  a  kind  of  service  that  makes  a 
20-mile  radius  around  Holland's  Men- 
dota,  111.  dealership  unmistakably  Deere 
country.  The  green  machines  speckle 
the  fields.  Farmers  sit  high  in  their 
seats,  the  brims  of  their  Deere  caps 
pulled  low  against  the  midday  sun.  Toy 
Deere  tractors  are  fixed  to  some  mail- 
boxes like  a  coat-of-arms.  The  dealer-customer  bond  is  so 
strong,  some  farmers  say  that  if  their  dealers  sold  under- 
wear, they'd  buy.  They  probably  would.  Deere  last  year  sold 
$400  million  worth  of  consumer  products  ranging  from  T- 
shirts  to  snowsuits,  lawn  mowers  to  snow  throwers. 

Last  year,  with  a  gross  margin  of  13%,  Holland  had  his 
best  year,  selling  $5  million  worth  of  tractors,  combines, 
planters  and  tillage  gear.  Volume  would  have  been  bigger, 
had  more  stock  been  available.  But  like  all  Deere  dealers, 


Mendota,  111.  Deere  dealer  Gary  Holland 


Holland  is  on  allocation. 

"My  biggest  competition  is  other 
Deere  dealers,"  says  Holland,  pointing 
to  the  1980-81  delivery  schedule  on  the 
wall  of  the  wood-paneled  conference 
room  in  his  sleek  two-year-old  dealer- 
ship complex  spread  over  15  acres. 

Holland's  fellow  dealers  did  well  too, 
with  average  annual  sales  over  $2.5  mil- 
lion and  earning  a  20%  return  on  equi- 
ty. Selling  a  higher  proportion  of  big- 
ticket  items,  Deere  dealers  generally 
produce  more  sales  per  dealership  than 
Harvester's.  They  are  usually  better  fi- 
nanced, with  more  modern  facilities 
and  a  broader  range  of  merchandise. 

Harvester  is  trying  to  mend  its  fences 
with  a  special  effort  to  upgrade  its 
2,200-dealer  network,  following  a 
gloves-off  meeting  between  corporate 
executives  and  key  dealers,  who  plead- 
ed for  more  support.  To  lure  farmers 
into  dealerships,  for  example,  Harvest- 
er offered  a  free  computerized  service 
to  help  a  farmer  determine  the  best  use 
of  his  land  and  equipment.  Lately  it  has 
launched  a  number  of  incentive  programs  to  reduce  excess 
inventories.  It  is  sponsoring  field  demonstrations  for  its 
new  tractor  line,  but  the  upgrading  program  has  been  slower 
than  Harvester  hoped,  with  only  1,100  dealers  qualified  as 
"XL"  (for  excellent)  outlets. 

Sitting  on  the  edge  of  his  chair,  Holland,  41,  a  27-year 
veteran  in  the  business,  recalls  his  decision  back  in  1972  to 
leave  another  dealership  for  Deere.  "I  looked  around  and  it 
was  obvious,  Deere  was  coming  up  strong."  It  still  is. — B  T 
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What  is  NCR  up  to  now? 


We're  up  to  more  than 
95,000  financial  terminals. 

If  you've  been  in  your  bank  lobby  lately,  you 
may  have  noticed  NCR  terminals  being  used 
to  record  a  variety  of  transactions.  That's 
because  NCR  has  produced  a  broad 
range  of  terminals  designed  for  bank 
tellers.  And,  so  far  in  1979,  we've 
released  four  new  terminals.  This 
makes  our  present  line  the  most 
up-to-date  in  the  industry. 

Why  are  we  a  leader  in  banking?  Our 
systems  give  complete  management 
control.  Ask  Manufacturers  Hanover 
Trust,  Sumitomo,  Wachovia  Bank  or 
Bank  of  New  Hampshire.  Their 
executives  and  thousands  like  them 
have  chosen  NCR  systems. 

Number  one  in  bank  proof 
machines— Chances  are,  too,  that 
your  checks  were  processed  this 
month  on  NCR  equipment.  Seventy- 
five  percent  of  all  bank 
proof  machines  in  use 
carry  the  NCR  name. 


Providing  business  equipment  since  1884— 

But  helping  banks  serve  you  as  economically  as 
possible  is  nothing  new  to  NCR.  We've  been  in 
the  business  equipment  field  for  95  years, 
a  banking  industry  leader  for  50  years. 

Support  where  needed  and  when— Besides 
experience,  banks  look  for  support  from  their 
suppliers.  And  NCR  gives  it.  Over  16,000  highly 
trained  field  engineers  around  the  world  form  a 
global  network— especially  important  to  banks 
with  expansion  plans. 

The  financial  industry  is  just  one  of 
the  fields  where  NCR  is  the  leader. 
We're  also  up  to  management's 
most  demanding  requirements  in 
retailing,  commercial,  industrial, 
health-care,  education  and 
government  markets. 

Now  you  know  why  NCR  is 
a  world  leader  in  financial 
terminal  systems. 


□HQ 

Complete  Computer  Systems 


Financial  VP  Clifford  L  Peterson 
Forming  capital  by  earning  it. 


premium."  Even  giant 
General  Motors  couldn't 
make  a  go  of  it  in  Argenti- 
na for  this  reason  and  re- 
cently folded  its  auto  oper- 
ations there  (Forbes,  Ajrril 
2,  1979),  but  Deere  isn't 
giving  up. 

What  is  perhaps  most 
remarkable  about  Dcere's 
excellent  showing  last 
year  is  that  it  was 
achieved  despite  the  fact 
that  its  foreign  operations 
were  in  the  red.  On  sales 
of  $1  billion,  they  re- 
turned operating  earnings 
of  just  $5  million — not 
enough  to  cover  interest 
expenses  and  taxes.  This 
was  a  discouraging  come- 
down from  the  $86  mil- 
lion in  operating  profits 
Deere  showed  in  fiscal 
1978.  Nearly  everything 
went  wrong  that  could 
have  gone  wrong.  There 


were  heavy  startup  costs  on  its  new  line  of  German-made 
tractors.  Currency  fluctuations  took  a  big  toll.  So  did  foreign 
price  controls.  There  was  an  $11.6  million  loss  in  Deere's 
Argentine  operations.  These  disappointing  results  were  a 
source  of  deep  concern  to  Hewitt  and  the  top  brass  who  have 
committed  Deere  to  an  ambitious  $350  million  overseas  ex- 
pansion program  over  the  next  five  years.  "We're  not  in  good 
shape  overseas,"  laments  one  Deere  official.  "We  still  have  to 
prove  ourselves." 

Clearly,  Deere  intends  doing  just  that.  Deere  must  challenge 
IH  overseas  in  order  to  maintain  its  dominance  at  home.  The 
farm  tractor  and  machinery  market,  like  the  auto  market,  is  no 
longer  segmented  by  countries  and  continents  but  is  fast 
becoming  a  world  arena.  Deere  is  an  old  company  with  re- 
markable continuity  of  management,  and  it  is  accustomed  to 
taking  the  long  view.  Far  from  cutting  back  overseas,  it  is 
expanding  there.  The  company  spent  close  to  $3  million  last 
September  to  import  all  1,400  of  its  foreign  dealers  and  1,600  of 
their  staff  to  Moline.  In  groups  of  350,  dealers  were  shuttled 
between  the  sprawling  Waterloo  works,  local  farms  and  the 
headquarters  auditorium 
for  presentations  in 
French,  German,  Spanish 
and  English.  They  ogled 
300  pieces  of  machinery 
Deere  stretched  across  an 
open  field  like  a  military 
parade  of  arms.  They  were 
also  wined  and  dined  in 
Chicago  and  Washington, 
D.C.  and  visited  their 
American  counterparts. 

Next,  Deere's  road 
show  hit  Europe  on  two 
fronts.  Trainloads  of  farm 
equipment  sped  through 
the  countryside  introduc- 
ing an  estimated  100,000 
farmers  and  customers  to 
Deere  products,  including 
its  spiffy  new  breed  of 
German-built  tractors.  In 
the  meantime,  Deere's 
top  executives — Hewitt, 


A  top-of -the- line  Deere  combine 

Fewer farmers  mean  bigger  machines  that  lead  to  larger  profits. 


President  Robert  Hanson,  Senior  Financial  Vice  President  Chf 
ford  Peterson  and  Executive  Vice  President  Walter  Vogel — I 
were  busy  spreading  the  corporate  name  in  the  European 
investment  community  with  a  slick  slide  presentation  ta 
major  bankers  and  analysts  in  London,  Paris,  Frankfurt  and 
Zurich. 

Meanwhile,  Deere  has  been  elbowing  its  way  into  construc- 
tion equipment,  where  Caterpillar  has  long  reigned  supreme. 
After  22  years,  Deere  has  built  itself  an  8%  market  position, 
puny  compared  with  Caterpillar's  33%  but  highly  respectable 
all  the  same;  at  just  short  of  $1  billion  last  year,  Deere'g 
construction  products  division  is  a  good-size  corporation  in  its 
own  right  with  operating  profits  of  $98  million. 

Deere  executives  feel  that  this  business  will  continue  to( 
grow  at  a  time  when  farm  machinery  growth  is  starting  to 
slow  down.  With  only  8%  of  the  market,  Deere  can  hope  ta 
grow  even  faster  than  the  overall  market.  Since  1974  it  has 
brought  out  some  20  new  products  in  this  field,  including 
bulldozers,  loaders  and  an  earth-moving  machine.  Deere  exn 
pects  its  industrial  equipment  volume  ($997  million)  to  growl 
twice  as  fast  as  its  farm  equipment  over  the  next  five  years.  It) 
is  doubling  the  size  of  its  Davenport,  Iowa  plant  to  meet  that 
growth.  Financing?  No  problem.  Deere's  overall  cash  flow  wast 
more  than  $350  million  last  year — enough  to  pay  for  its  expan- 
sion at  home  and  abroad  and  finance  its  expanded  turnover. 

A  company  that  can  earn  17%  on  stockholders'  equity  in  a| 
year  when  it  took  a  long  strike  and  serious  losses  overseas 
clearly  has  tremendous  strength.  Deere  is  running  strong  into! 
the  Eighties,  being  careful  not  to  fall  into  the  kind  of  compla- 
cency that  cost  Harvester  its  lead.  Harvester  is  breathing) 
heavily  down  Deere's  neck  once  again,  upgrading  its  second 
rate  dealer  network  and  drastically  cutting  operating  costsJ 
While  keeping  pace  with  Deere's  capital  spending  ($2  billion  in 
the  next  four  years),  Harvester  is  locking  product  horns  withi 
Deere:  Two  years  ago  it  introduced  a  new  rotary  combine,  andl 
last  spring  brought  out  a  new  four-wheel-drive  tractor  to  take 
on  Deere's  high-horsepower,  two-wheel-drive  models. 

However,  Deere  counterattacked  last  year  with  a  new  line  ofl 
combines.  And  before  that  it  brought  out  its  Max-emerge  com 
planter,  which  adjusts  the  depth  that  seeds  are  planted,  ta 
regain  the  inroads  Harvester  had  made  with  its  air  corn  plant- 
er. "Deere's  mix  is  still  the  industry's  richest,  in  tractors  and 
especially  in  attachments,"  says  analyst  Charles  V.  Bromley  of 
Duff  &.  Phelps  Inc.,  "even  though  Harvester's  marketing  is 
improved  and  it's  now  a  stronger  competitor." 

Bill  Hewitt  has  no  plans  to  retire.  He  has  taken  Deere 
against  the  prevailing  corporate  trend,  meaning:  When  sty- 
mied in  your  own  market, 
diversify.  Under  Hewitt, 
Deere's  diversification 
has  been  purely  organic: 
expanding  geographically 
and  broadening  its  prod- 
uct line.  Hewitt's  heir  ap- 
parent, President  Robert 
Hanson,  a  Deere  veteran 
of  30  years,  most  of  it 
in  overseas  operations,  re- 
assures: "We're  sticking 
to  our  strengths."  That 
the  stock  market  has 
hardly  recognized  these 
strengths  is  partly  because 
of  the  market's  faddish 
distrust  of  single-business 
companies.  The  stock 
market — as  it  frequently 
is — is  probably  wrong  in 
Deere's  case.  Its  single- 
mindedness  is  one  of  its 
great  strengths.  ■ 
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Our  work  force  is  the  best  part 
of  the  best  incentive  package  in  the  EEC. 


Compare  incentives  before  you  decide 
to  open  a  plant  in  Europe.  Plant  Location  Inter- 
national found  the  best  overall  package  in 
Northern  Ireland,  and  since  their  study  we've 
added  provisions  for  joint  ventures,  buy-back 
equity,  and  licensing. 

But  how  do  you  assess  the  quality  of  the 
worker  any  country  puts  on  the  job? 

In  Northern  Ireland,  you  can  measure 
the  industrial  performance  of  our  people. 
Look  at  their  long  manufacturing 
tradition.  Chart  the  growth  in 
productivity.  Count  how  few 
working  days  they  lose  in  a  year, 

You  can  look  at  intan- 
gibles, too.  The  depth  of  company 
loyalty.  A  willingness  to  use  new 
production  methods.  The  healthy 
climate  of  labor  relations.  Add  to 
this  excellent  transportation  and 
telecommunications,  and  you'll 
see  why  more  than  30  U.  S. 


companies  manufacture  in  Northern  Ireland. 

Put  our  assistance  programs  and  our 
people  to  work  for  you.  Get  the  facts  from  Reg 
Browne  or  Marcus  Robinson  at  the  Northern 
Ireland  Industrial  Development  Office.  They 
can  quickly  put  together  a  package  of  incen- 
tives to  fit  your  plans.  Call  (212)  593-2258. 
Or  write:  NIIDO,  British  Consulate-General, 

150  E.  58th  St., 
New  York,  NY  10022. 

Ronnie  Stitt  works.  An 
experienced  welder,  he's 
just  as  important  to  his 
company's  soccer  team. 


Northern 
Ireland 
works. 


* 


If  20th  Century-Fox  recent  management 
upheaval  were  filmed,  it  would  he  too  bloody 
for  your  kids  to  see.  Never  mind,  says  Chair- 
man Stanfill,  think  of  the  message. 


Star 
bores 


THE  DIM  LIGHTING  APPARENTLY 
comes  from  nowhere  and  bounces 
off  onental  objects — an  Indian  god 
here,  a  lacquered  screen  there — seeming- 
ly everywhere  in  the  room.  Deeply  cush- 
ioned armchairs  and  soft  sofas  surround 
the  impressive  desk;  that's  where  report- 
ers sit,  sinking  a  foot  or  two.  Next  to  the 
desk  is  a  less  pneumatic  chair;  that's 
where  20th  Century-Fox  Film  Corp.'s 
immaculately  groomed  chairman,  Den- 
nis Stanfill,  sits.  To  speculations  about 
who  did  what  to  whom  in  the  recent, 
highly  visible  executive  bloodletting  at 
Fox,  he  responds  with  a  practiced  chuck- 
le and  honed  phrases:  "Terribly  sort  of 
interesting  but  not  how  one  runs  busi- 
nesses and  how  things  happen."  To  ques- 
tions about  damage  to  the  flow  of  new 
movies  caused  by  the  departure  of  the 
president  of  his  film  division,  Alan  Ladd 
Jr.,  and  a  dozen  more  key  executives  in 
the  past  six  months,  he  answers  calmly, 
adiusting  his  stylish  glasses  with  the  tap 
of  a  finger:  "There  is  going  to  be  an 
interruption,  but  by  hustling  we're  going 
to  make  it  up." 

Stanfill  would  surely  have  had  to  hustle 
to  match  Fox'  recent  earnings  record 
even  if  Ladd  and  the  rest  were  still 
around.  In  the  nearly  three  years  they 
worked  together  as  one  of  the  film  indus- 
try's oddest  couples — Stanfill,  the  money 
man,  Annapolis  graduate,  Rhodes  schol- 
ar, wearing  business  suits  and  walking 
ramrod  tall;  Ladd,  the  hot-script  picker, 
onetime  talent  agent,  prone  to  turtle- 
necks  and  the  laid-back  slouch — they 
produced  an  immensely  profitable  string 
of  hits.  Star  Wars  alone  has  accounted  for 
some  $250  million  in  Fox  revenues  since 
its  release  in  1977.  Thus  revenues 
soared — from  S351  million  in  1976  to 
S501  million  in  1977,  to  S611  million  in 
1978.  Earnings  soared  higher — from 
S10.7  million  in  1976  to  S50.8  million  in 
1977,  to  S58.4  million  in  1978.  Lacking  a 
Star  Wars  in  1979,  film  earnings  would 
have  turned  down,  Laddie  or  no. 

Interestingly,  though,  except  for  an 
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Fox  Oiairman  Dennis  Stanfill 
Never  mind  the  bloodletting. 

initial,  brief  flutter  last  June  after  Fox 
announced  Ladd's  departure,  the  stock 
has  been  just  about  as  steady  as  Stanfill's 
voice.  Late  last  month  it  was  trading 
near  its  high  for  the  year.  Delicious  gos- 
sip could  still  be  heard  around  the  Polo 
Lounge  of  the  Beverly  Hills  Hotel  about 
how  frustrated  Laddie  was  about  not  be- 
ing able,  under  Stanfill,  that  martinet,  to 
give  raises  or  bonuses  to  his  staff  and 
how  he  bristled  under  Stanfill's  rigid 
management  techniques — management 
by  objective,  can  you  imagine — and  all 
that.  To  all  of  which  Stanfill  himself  re- 
sponds with  another  practiced  chuckle 
barely  masking  boredom.  "Investors 
have  to  look  and  weigh  what  these  peo- 
ple are  doing  and  what  there  is  in  the 
way  of  production  coming,"  he  says.  "I 
think  in  my  ten  years  at  Fox  we  have 
made  a  number  of  rapid  and  constructive 
moves,  so  we  know  what  to  do." 

One  of  Stanfill's  moves  led  to  more 
blood  on  the  floor.  Last  October  he  hired 
Alan  Hirschfield,  who  had  been  presi- 
dent of  Columbia  Pictures  before  being 
bounced  in  1978,  to  head  all  of  Fox'  en- 
tertainment divisions  as  vice  chairman, 


including,  of  course,  the  movie  operation 
still  staffed  largely  with  Ladd  loyalists. 
Six  of  them  left  within  weeks,  with  the 
Hollywood  trade  press  faithfully  chroni- 
cling every  gory  detail. 

If  the  headlines  concentrated  on  the 
people  leaving,  others  were  more  inter- 
ested in  who  was  coming  in.  Hirschfieldl 
had  his  own  credentials,  having  had  a 
hand  in  the  production  of  some  of  Co- 
lumbia's biggest  hits,  among  them  The 
Deep  and  Close  Encounters.  "I  think  Stan 
fill  needed  the  expertise  that  Hirschfield) 
has,"  says  Ernest  Levenstein,  an  enter- 
tainment stock  analyst  at  E.F.  Hutton. 
True,  Ladd  had  assembled  an  undeniably 
gifted  team.  But  Hirschfield  had  also  led! 
a  successful  movie  team  at  Columbia  and 
had  promised  to  fill  key  positions  with 
Columbia  "alums."  On  New  Year's  Eve, 
for  example,  he  named  Sherry  Lansing,  35, 
who  was  Columbia's  senior  production! 
executive  on  the  smash  hit  Kramer  vs.\ 
Kramer  as  president  of  the  movie  division. 

Stanfill  has  made  ties  with  indepen- 
dent production  companies  to  fill  in 
some  holes.  In  a  classic  Hollywood  boo- 
merang, Fox  stole  the  highly  successful 
Zanuck  Brown  team  (The  Sting,  Jaus  1  and 
II)  from  MCA  last  April,  just  eight  yearsi 
after  the  two  men  had  been  bouncedl 
from  the  top  posts  at  Fox.  Fox  will  get 
Mel  (Young  Frankenstein )  Brooks'  and  Pe- 
ter (Breaking  Away)  Yates'  as  well  as  all 
those  produced  by  shopping-center-king- 
turned-mogul,  Melvin  Simon.  And  it  can 
always  fall  back  on  Star  Wars.  The  origi- 
nal film  is  good  for  several  more  reissues, 
Stanfill  says,  and  Fox  will  release  a  sequel 
in  May.  With  movie  companies  increas- 
ingly being  judged  by  their  associations 
with  independent  production  compa- 
nies— that's  the  setup  Alan  Ladd  now 
has  with  Warner  Bros. — Fox  has  been 
working  at  it. 

Of  more  immediate  help  have  been 
some  diversification  moves  Stanfill  has 
made.  Flush  with  Star  Wars  cash,  he 
picked  up  a  Coca-Cola  bottling  com- 
pany, golf  courses  and  ski  resorts  in  the 
past  three  years.  None  of  these,  nor 
Fox'  three  VHF  stations  in  the  U.S.  nor 
the  100-plus  theater  chain  in  Australia 
and  New  Zealand  could  have  made  up 
for  the  fact  that  Fox  simply  could  not 
come  up  with  another  Star  Wars  this 
past  year.  But  their  presence  helped.  All 
told,  Fox  revenues  last  year  were  an 
estimated  S640  million,  up  5%  from 
record  1978,  and  earnings,  though  down 
9%  to  an  estimated  S53  million,  were 
the  second-best  in  Fox  history. 

Stanfill  thinks  there  is  a  message  in  all 
this,  especially  for  investors,  that  tends 
to  be  obscured  by  occasional  blood  on  the 
floor.  "I  think  the  way  to  look  at  the 
company  is  this,"  he  says.  "We  have 
built  the  leisure  side  of  the  business  for 
stability  On  a  year-to-year  basis,  the 
swings  in  profitability  will  largely  come 
out  of  the  entertainment  side."  ■ 
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1979  Ashland 
Annual  Report 

Write  for  your  copy. 


Ashland  Oil,  Inc.  Annual  Report  1979 


Our  new  Annual  Report  to  stockholders 
is  now  available.  It  describes  and  illus- 
trates why  the  fiscal  year  ended  Sept. 
30,  1979  was  a  historic  one  for  Ashland. 
This  represents  a  period  of  rapid 
change  and  growth — both  in 


terms  of  the  company's  operations  and 
financial  strengths. 

Write  for  a  copy  of  the  Report  to:  Fi- 
nancial Communications  Department, 
Ashland  Oil,  Inc.,  P.O.  Box  391, 


Ashland. 


Ashland,  Kentucky  41101. 


Big  drilling  fund  operators  have  discovered 
how  to  make  mountains  out  of  molehills. 


Born  again 
companies 


By  John  Merwin 

OUT  FRONT  OF  THE  ABILENE,  TEX. 
mission-style  building  there's  a 
sign  that  clearly  reads  "Harken 
Oil  &  Gas."  Never  mind  the  sign.  The 
place  used  to  be  a  funeral  home  and  still 
looks  like  one.  That's  why  florists  occa- 
sionally come  by  with  funeral  wreaths 
and  mourners  drop  into  Harken's  lobby 
and  ask  to  view  the  body. 

Sound  a  little  crazy?  Yep,  but  so  is  the 
oil  and  gas  business  these  days,  and 
Harken  a  pretty  good  example  of  the 
frenzy.  Harken  was  growing  so  fast  it 
had  to  buy  the  foreclosed  funeral  home 
just  to  get  enough  office  space  in  oil 
boom  town  Abilene.  Inside,  Harken's  ac- 
counting and  land  departments  work  fe- 
verishly in  the  chapel,  stained-glass  win- 
dows and  all,  while  other  employees  sip 
coffee  in  the  snack  bar,  once  the  em- 
balming room. 

Sitting  in  a  modest  office  at  the  back 
of  the  funeral  home  is  Harken  Oil  Presi- 
dent Phil  S.  Kendrick  Jr.,  53.  Off  to  his 
left  is  a  corner  filled  with  the  oilman's 
ever-present  rolled-up  maps.  Straight 
ahead  is  a  wind-up  musical  derrick  that 
plays  Tlx  Impossible  Dream. 

Talk  about  impossible  dreams.  Just 
seven  years  ago  Kendrick  and  Harken 
Vice  President  Harry  L.  Mulligan  were 
plodding  along  as  White  Weld  &  Co. 
stockbrokers.  In  1973  Mulligan  and  Ken- 
drick, who  had  once  dabbled  in  oil  ven- 
tures, quit  peddling  stock  and  began  pro- 
moting oil  and  gas  deals,  believing  oil 
prices  were  bound  to  rise  within  a  few 
years.  Nice  guess.  By  1976  oil  prices  were 
shooting  up  and  Merrill  Lynch  was  sell- 
ing Harken's  drilling  programs.  Then  in 
late  1979  Harken  went  public,  raising 
Kendrick's  status  from  a  not-so-widcly- 
known  Abilene  oil  promoter  to  president 
of  a  fair-size  independent  oil  and  gas 
exploration  company. 

The  point  isn't  that  Phil  Kendrick  is 
the  next  H.L.  Hunt  or  even  that  Harken 
is  a  budding  Occidental  Petroleum.  It's 


that  Harken  proved  just  how  easy  it  is 
today  to  leap  from  the  Class  B  minor 
leagues  of  the  oil  business  to,  say,  Class 
AA,  if  not  the  major  leagues,  powered  by 
the  current  oil  and  gas  stock  market 
craze.  Like  a  handful  of  other  drilling 
companies,  Harken  is  vaulting  into  a 
much  stronger  position  and  at  the  same 
time  making  its  investors — thus  far,  at 
least- — happy. 

There  are  dozens  of  these  oil-drilling- 
fund  promoters,  some  privately  held  as 
Harken  was  until  a  few  weeks  ago,  and 
some  publicly  traded.  They  raise  hun- 
dreds of  millions  of  investor  dollars  each 
year  by  selling  interest  in  limited  part- 
nerships, generally  through  major  bro- 
kerage houses. 

Harken  alone  raised  more  than  $24 
million  in  the  last  two  years.  Typically 
an  investor  plunks  down  $5,000  or 
$10,000  in  search  of  a  fat  tax  deduction 
and,  he  hopes,  some  oil  and  gas  too. 
Here's  how  Harken  stepped  up  in  class, 
using  a  stock  swap. 

Investors  poured  more  than  $12  mil- 
lion into  Harken  oil  deals  formed  be- 
tween 1973  and  1977,  with  results  simi- 
lar to  other  drilling  projects — some  pro- 
grams turned  out  well,  others  bombed. 
Whether  the  programs  found  dry  holes, 
gushers  or  both,  investors  were  able  to 
deduct  from  their  income  at  least  60%  of 
their  investment,  and  sometimes  more, 
the  year  they  made  it. 

When  Harken  came  with  a  swap  offer, 
investors  had  a  choice — remain  a  limited 
partner  and  share  in  whatever  oil  rev- 
enues flowed,  or  swap  their  partnership 
interests  for  stock  in  Harken,  which  was 
going  public.  As  a  partner  in  an  oil  deal, 
an  investor  might  wait  years  for  a  payoff. 
But  as  shareholder,  he  could  get  stock 
that  could  be  sold  and  taxed  at  low  cap- 
ital gains  tax  rates  instead  of  the  ordi- 
nary tax  rates  applied  to  oil  income. 

For  one  investor  who  had  put  $100,000 
into  a  series  of  Harken  deals  formed  in 
1973-74,  and  who  had  received  only 
$36,000  in  cash  distributions  since  then, 


the  swap  meant  instant  paper  profits 
This  investor  received  $132,000  in  Hark- 
en stock,  which,  added  to  his  $36,000  in 
cash  payments,  worked  out  to  be  a 
$68,000  profit  on  his  original  $100,00C 
investment,  not  to  mention  income  tax 
savings  from  the  earlier  tax  writeoffs. 

These  swaps,  which  offer  amounts  oi 
stock  based  upon  how  much  oil  the  par-1 
ticular  partnership  has  found,  won't  im- 
mediately help  investors  in  doggy  drill- 
ing programs.  But  at  least  they  offer  hope 
of  recouping  some  dollars  through  any 
later  stock  appreciation.  They  do,  how- 
ever, offer  tempting  paper  profits  for  the 
most  successful  drilling  programs,  and 
sometimes  even  for  mediocre  ones. 

Good  as  it  may  be  for  one  individual 
investor  or  another,  no  one  comes  oul 
better  than  Harken.  Because  of  the  swap, 
the  company  now  owns  more  than  90%. 
of  most  of  the  partnerships,  instead  ol 
the  25%  to  35%  it  previously  owned. 
That  means  Harken's  equity  instantly 
rose  more  than  200%,  while  gas  reserves 
leaped  about  250%  and  oil  reserves  more 
than  150%.  The  company  paid  off  all  its 
bank  debt  with  proceeds  from  800,00Q 
shares  sold  to  new,  outside  investors, 
Nobody  could  be  happier  than  Phil  Kem 
drick  himself,  who  holds  options  to  buy 
more  than  41,000  shares  at  a  $3.75  aver< 
age  price.  Although  Harken  will  continue 
selling  limited  partnerships,  there's  nd 
assurance  that  the  company  will  do  any 
stock  swaps. 

This  particular  deal  was  dreamed  up  by 
Bateman  Eichler,  Hill  Richards,  a  Losj 
Angeles-based  securities  firm.  However, 
at  least  one  other  large  private  company 
is  currently  making  a  similar  offer.  Den- 
ver-based Energy  Management  Corp.,) 
the  nation's  fifth-largest  drilling  fund  op- 
erator, is  currently  offering  a  deal  engi- 
neered by  E.F.  Hutton. 

Several  public  companies  recently 
made  similar  offers,  Patrick  Petroleum 
and  Howell  Corp.  among  them,  while 
the  largest  drilling  fund  operator,  Ameri- 
can Quasar,  is  thinking  about  doing  the 
same  with  its  drilling  subsidiary,  Can- 
Am,  but  is  waiting  out  the  windfall-prof- 
its bill. 

Is  this  the  beginning  of  something  big? 
As  long  as  the  market  has  an  insatiable 
appetite  for  oil  and  gas,  few  drilling  fund 
operators  are  likely  to  keep  sitting  on  the 
sidelines,  passive,  watching  opportunity 
parade  by. 

But  what  about  investors?  It's  probably 
a  good  deal  for  the  limited  partners,  par- 
ticularly those  caught  in  marginal  drill- 
ing programs  with  little  chance  of  pay- 
back. But  outsiders  had  better  beware.  If 
the  craze  continues,  some  shabby  drillers 
are  likely  to  come  out  from  under  the 
carpet,  investment  bankers  willing,  and 
try  to  float  deals  based  more  upon  thd 
inflated  hopes  of  suckers  caught  in  thej 
oil  and  gas  craze  than  upon  their  own 
shaky  drilling  records.  ■ 
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Knowing  what  it's  worth 
can  be  worth  a  lot. 


We  weren't  at  Promontory,  Utah  to  help 
East  meet  West.  But  we  did  help  Pet 
Incorporated  and  I.C.  Industries,  Inc. 
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get  together.  The  world's  largest 
appraisal  firm  can  help  you,  too,  with 
mergers  and  much  more. 


WE  KNOW  VALUES. 
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Bob  Palmer  likes  to  take  chances.  With  a 
mixture  of  good  luck  and  brilliant  timing  he's 
taken  Rowan  Cos.,  Inc.  from  $22  million  to 
$144  million  in  less  than  a  decade. 


A  canny 
high  roller 


You  wouldn't  know  it  from  his 
relaxed  manner,  but  C.R.  (Bob) 
Palmer  is  a  high  roller.  In  the  eight 
years  he  has  headed  Houston's  Rowan 
Cos.,  Inc.,  the  contract  driller  has  grown 
from  just  $22  million  in  revenues  to  $144 
million.  Palmer  got  where  he  is  by  taking 
chances.  Now  he's  taking  one  of  the  big- 
gest gambles  of  his  life. 

His  first  gamble  was  back  in  1969 
when  the  faltering  Rowan  moved  from 
onshore  domestic  drilling  into  the  com- 
plexities of  offshore  and  international 
drilling.  Companies  like  Rowan  are  paid 
to  do  the  drilling  for  oil  and  gas  compa- 
nies. In  addition  to  owning  32  rigs,  Row- 
an operates  a  fleet  of  70  airplanes  and 
helicopters  to  service  offshore  rigs,  chief- 
ly in  Alaska.  In  contract  drilling  the  usual 
practice  was  to  get  a  drilling  contract, 
then  buy  a  rig  to  service  it.  It  was  rela- 
tively riskless  work  but  low  in  profit. 
Palmer  persuaded  Rowan's  board  to  go 
out  and  build  the  rigs  first,  then  solicit 
business,  under  short-term  contracts,  if 
necessary.  There  was  risk  in  it  but  also 
good  profits.  "The  ultimate  speculative 
risk"  is  what  Palmer  now  calls  it.  But 
when  drilling  started  to  boom,  other  rigs 
were  tied  up  under  long-term  contracts. 
Rowan  had  equipment  available  and  was 
able  to  demand  top  dollar  for  its  work. 
Rowan  Cos.,  previously  stagnant,  began 
growing  again. 

A  smart  gambler  knows  when  to  sit  out 
the  game  as  well  as  when  to  roll.  In  1973 
Palmer  sensed  that  rig  construction  was 
outstripping  demand,  and  he  stopped  or- 
dering new  rigs.  While  Rowan  Cos.'  earn- 
ings went  flat  when  others'  new  rigs  came 
onto  the  market  a  few  years  later,  they  did 
not  decline  as  Zapata  Corp.'s  did.  But,  in 
1975,  when  rig  builders  like  Marathon 
Manufacturing  Co.  were  hard-pressed  for 
orders,  Palmer  began  buying  again,  plac- 
ing orders  for  two  rigs  at  prices  advanta- 
geous to  Rowan. 

Right  now  Palmer  is  off  on  what  may 
be  the  biggest  gamble  of  all.  In  mid- 1978 
he  placed  orders  for  a  new  kind  of  rig. 


Known  in  the  trade  as  cantilever  jack-up 
rigs,  they  can  hover  over  an  existing 
well's  platform  for  further  drilling,  which 
ordinary  rigs  cannot.  They  are  ideal  for 
drilling  along  the  continental  shelf, 
where  Palmer  thinks  drilling  will  be  es- 
pecially strong  in  the  years  just  ahead. 
These  rigs  do  not  come  cheap,  costing 
$27.5  million  each,  compared  with  a 


Rowan  Cos.  Chairman  C.R.  (Bob)  Palmer 
Bis  latest  game  is:  Bet  the  company. 

conventional  $25  million  jack-up  rig. 
With  oil  at  $30  a  barrel,  Palmer  thinks 
there  will  be  more  demand  than  he  can 
handle.  "We  are  betting  the  company 
that  the  business  will  be  fantastic,"  he 
says  confidently. 

Now  mark  this:  Palmer  is  paying  $165 
million  for  the  new  cantilever  rigs.  Row- 
an's total  equity  capital  is  only  $133  mil- 
lion. You  can  see  what  he  means  about 
"betting  the  company."  He  plans  to  pay 
for  them  partly  out  of  cash  flow,  partly 


with  short-term  bank  loans — he's  that 
confident  of  Rowan's  profits  over  the 
next  few  years.  With  earnings  showing  a 
return  on  equity  of  19.7%  for  the  latest 
12  months  and  depreciation  flow  rising, 
Palmer  certainly  has  good  reason  to  be 
confident.  He  admits  that  the  company 
could  be  in  deep  trouble  if  the  drilling 
boom  does  not  come  about,  but  he  quick- 
ly dismisses  that  possibility,  pointing 
out  that  all  jack-up  rigs  are  booked  solid 
for  the  next  year. 

Rowan  Cos.'  potential  has  not  escaped 
unnoticed.  Its  10.6  million  shares  of 
stock  have  quintupled  in  value  in  the 
past  few  years  and  now  sell  at  a  premium 
17  times  earnings.  When  the  shares  were 
much  lower,  in  July  1978,  Palmer  beat  off 
a  takeover  attempt  by  Chicago  Bridge  & 
Iron  Co.  He  grabbed  a  plane  and  flew  to 
Paris,  where  he  huddled  with  Jean  Ri- 
boud,  chairman  of  Schlumberger  Ltd., 
the  $2.6  billion  oilfield-service  company. 
After  thinking  it  over,  Schlumberger 
agreed  to  be  Rowan's  protector,  buying 
18%  of  the  shares  on  the  open  market. 
Palmer  says  that  Riboud  agreed  to  re- 
main a  passive  investor,  letting  Palmer 
run  the  show.  "He  didn't  even  ask  for  a 
directorship  for  Schlumberger,"  Palmer 
says.  However,  should  Schlumberger  go 
for  control  it  would  have  competition. 
Standing  in  the  wings  is  Armco  Inc., 
which  owns  an  issue  of  Rowan  convert- 
ible preferred;  should  Armco  convert,  it 
would  own  11.5%  of  the  common.  Be- 
tween them,  Armco  and  Schlumberger 
potentially  control  enough  stock  to  make 
a  takeover  by  a  third  party  a  practical 
impossibility. 

How  did  Armco  get  its  stake?  It's  an 
interesting  story,  one  that  throws  a  good 
deal  of  light  on  how  Palmer  operates. 
Back  in  1969  when  Rowan  became  an 
offshore  driller,  Palmer  wanted  to  build 
more  offshore  rigs  than  he  could  finance 
on  his  own.  So  he  took  Armco  as  a  50-50 
partner  on  a  ten-rig  deal  and  Marathon 
Manufacturing  built  the  rigs.  In  1978 
Palmer  bought  Armco's  share  in  the  rigs 
for  the  issue  of  preferred. 

Right  now,  Palmer  is  sitting  pretty.  He 
says  he's  had  offers  to  sell  the  rigs  he  has 
on  order  at  a  $10  million  profit  each. 
Palmer  turned  the  offers  down  flatly. 
"When  business  is  good,  why  sell?"  he 
says  with  a  wink  of  the  eye. 

While  a  mechanical  engineering  stu- 
dent at  Southern  Methodist  University, 
Palmer  joined  Rowan  in  1953  as  a  $1.63- 
an-hour  roughneck.  He  worked  up  to 
project  manager,  then  returned  to  SMU 
to  earn  a  master's  in  engineering  admin- 
istration. At  34  he  was  Rowan's  presi- 
dent of  international  drilling,  and  when 
chairman  Gilbert  Rowe  died  in  1972, 
Palmer  was  the  logical  choice  to  succeed 
him.  Palmer  was  then  just  37.  He's  now 
all  of  44.  Quite  clearly,  Bob  Palmer  and 
Rowan  Cos.  are  only  beginning  to  get 
into  stride.  ■ 
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AT  BACK  V 


The  1980  W 

InternationafScoutl 

Hallelujah. 

This  is  not  an  ad  for  an 
ordinary  car. 

Ordinary  cars  don't  give 
you  a  100,000-mile  warranty 
on  every  engine.  They  don't 
have  5-year  rust- 
through  warranties. 
Ordinary  cars  don't 
offer  an  optional 
turbo-diesel  engine. 
Nor  do  they  give  you  a  \ 
positive  way  to  handle  \ 
the  miserable  weather 
and  treacherous  roads 
of  winter.  Scout  does  all 
these  things  and  much 
more. 

Scout  for  1980  offers 
an  alternative  to  ordinary 
cars.  Scout  gives  you  a 
feeling  of  freedom,  security 
and  pride  you  probably  never 
thought  you'd  experience 
again.  And  frankly,  we're 
excited  about  bringing  that 
feeling  to  you. 


Introducing 
the  longest  warranty 
package  in  the 
business. 

If  you  are  like 
most  folks,  you 
probably  buy  a 
new  car  every 
two  or  three 
years.  In  some 
cases  you  want  to. 
More  often  than  not,  you 
have  to.  Because  most  car 
warranties  seem  to  run  out 
just  before  the  repair 
bills  begin. 

At  International 
Harvester,  we  build  every  one 
of  our  engines  to  last  well 
beyond  100,000  miles. That's 
why  we  proudly 
and  confidently 
announce  the 


engine  warranty  in 
automotive  history:  100,000 
miles.  Or  5  years.  Clean  and 
simple. 

During  the  first  100,000 
miles,  or  5  years  (whichever 
comes  first),  International 
Scout  will  repair  or  replace 
without  charge  for  parts 


or  labor  any  part  of  the  engin 
block  and  all  internally -lubri 
cated  engine  components 
which  are  defective*  No  car 
company's  warranty  comes 
close;  even  those  extended 
warranties  you  pay  extra  to 
get.  In  fact,  the  Scout  engine 
warranty  protects  you  longei 
than  the  standard  warran- 
ties of  Ford,  Chevy  and 
Chrysler,  combined.  And  all 
4  Scout  engines  are  100,000- 
mile  engines.  From  our 
economical  196-cubic-inch 

4-  cylinder,  to  our  304  and 
345-cubic-inch  V-8's. 

A  long-life  engine  is  just 
one  of  the  reasons  your  1980 
Scout  will  carry  you  well  intc 
the  80's.  Another  is  our  new 

5-  year  rust-through  protectio 
plan.  Quite  simply: 
During  the  first  100,000 

miles,  or  5  years 
(whichever  comes 
first),  International 
Scout  will  repair  or 
replace  any  vehicle 
body  component  which 
suffers  "perforation"  dm 
to  corrosion  without 
charge  for  parts  or  labor? 
How  can  we  make  this 
promise?  Because  we  treat 
'every  1980  Scout  with  an 
extensive  4-step  rust  preven- 
tion process.  We  galvanize 
every  critical  welding  point. 
Dip  Scout  bodies  to  electro- 
statically coat  all  major  body 
parts.  Apply  zinc-rich  primer 
to  hood,  fender  and  windshiel< 
seams.  Then  hand  spray  325° 
"hot  wax"  to  areas  vulnerabli 
to  corrosive  road  salt.  No  car 
company  gives  you  better 
rust  protection. 

•Warranties  are  non-transferable,  and  assume 
customer's  proper  care  and  maintenance. 
See  your  dealer  for  details. 
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TH  SCOUT. 


)ur  new 
\irbo -Diesel  engine. 
i)nly  one  other 
n  America. 

The  new  Scout  Turbo-D 
as  all  the  economy  and 
ependability  of  a  dieselwith 
tartling  acceleration.  Power 
b  pass.  Power  to  get  through 
jrouble.  Extra  power  when  you 
/ant  it— and  need  it  most. 


Scout  Turbo-D  fuel  economy: 


EPA 
EST 
MPG 


24 


EST 

HWY 

MPG 


Remember,  use  estimated  rnpg  for  com- 
parison only.  Mileage  varies  with  speed,  weather, 
trip  length  and  your  use  of  4  WD.  Actual  highway 
mileage  will  probably  be  less. 


Only  one  other  personal 
iHassenger  vehicle  in  America 
jiffers  a  turbocharged  diesel 
imgine.The  Mercedes-Benz 
f  iDOSD.We  certainly  don't 
lind  being  compared  with 
ie  Mercedes.  Especially 
hen  it  comes  to  warranties, 
emember,  ours  is  100,000 
liles.  Theirs  is  only 
0,000  miles. 

>af  ety  that  is 
uilt  in. 

With  all  the  quality 
matures  built  into  every 
cout,  it  can  certainly  take 


care  of  itself.  More  im- 
portant, our  built-in 
quality  helps  take  care 
of  you.  "Protecting" 
you  against  things  that 
push  ordinary  cars  to 
their  limits . . .  and  be- 
yond. Like  1980-size 
potholes,  flooded  roads 
and  hazardous  winter 
driving. 

In  a  Scout  you  and 
your  family  get  a  feeling 
of  security  and  well-being 
you  may  never  experience 
in  an  ordinary  car. 

When  you  sit  in  the  com- 
fort of  a  Scout,  you  are 
surrounded  by  steel.  From 
our  all-welded  steel  box 
frame  to  the  steel  reinforced 
passenger  compartment.  Try 
and  find  a  car  that  puts  more 
steel  between  you  and  trouble 
than  Scout. 

In  a  Scout  you  sit  higher 
above  the  road  than  an 
ordinary  car.  A  vantage  point 
that  lets  you  see  the  road 
ahead  more  clearly.  So  you 
can  anticipate  trouble  and 
easily  avoid  it. 

And  our  higher  ground- 
clearance  helps  you  go  over 
problems  that  ordinary  cars 
have  to  struggle  ^ 
through  or  avoid 
altogether. 


Then  there's  our  selective 
4-wheel  drive.  For  normal 
driving  and  maximum 
economy  Scout  delivers  power 
to  the  two  rear  wheels.  But 
when  the  weather  demands 
more  stability  and  traction, 
you  merely  shift  a  lever  to 
send  power  to  all  four  wheels. 

In  Ft.  Wayne 
we  build  them  the 
hard  way.  But  the 
best  way. 

Every  Scout  is  built  in 
Ft.  Wayne,  Indiana..  By  people 
who  know  how 
to  use  their 
hands  to  make 
a  living.  And  ^fl 
take  pride 


Mike  Berry 

probably  painted  your  Scout. 

in  what  they  do. 

Perhaps  it's  because  so 
much  hand  work  goes  into 
making  a  Scout.  Like  hand 
welding,  hand  painting, 
hand  sanding  and  hand 
hot-waxing  against  rust. 
(Wouldn't  you  take  more 
pride  in  your  work  if  you 
knew  that  you  personally 
painted  almost  every  Scout 
on  the  road?  Mike  Berry  does.) 

Whatever  the  reason, 
you'll  feel  the  difference  as 
soon  as  you  take  the  wheel 
of  a  Scout. 

Continued  on  next  page. 


Selective  4-wheel  drive. 

A  simple  shift  for  4-wheel 
power  when  you  need  it. 


>0% 

ransportation 

Car  companies  don't  call 
sir  big  cars,  "big  cars" 
ymore.They  are"luxury- 
:ed'.'  Small  cars  are 
conomy-sizedl'  Station 
igons  are  "family-sized!' 
ten  what  do  you  call  a 
hicle  that  is  about  as  long 
a  Mustang  (100-in.  wheel- 
se)  for  easy  handling  and 
rking,  yet  comfortably 
rries  as  many  people  and 
3re  things  than  a  station 
igon?  We  call  it  a  Scout. 

Selective  4-wheel  drive, 
mbines  with  our  surpris- 
?ly  small,  yet  surprisingly 
I  size  to  give  you  a  new 
id  of  "go  where  you  want 
go  — when  you  want  to  go" 
iedom.  Scout  feels  just 
comfortable  with  a 
id  of  kids  as  it  does 


with  a  load  of  logs  for  the 
fireplace.  It  handles  a  trip 
through  a  foot  of  snow  as 
easily  as  a  summer  trip  to  the 
country.  Undoubtedly,  a  car 
can  do  some  of  the  things  a 
Scout  can.  But  no  car  comes 
close  to  Scout  as  100% 
transportation. 

How  to 
fight  back. 

Your  International 
Scout  dealer  has  just 
what  you  need  to  fight  back 
against  the  compromise  of 
ordinary  cars. 

Ask  him  for  a  test  drive 
in  our  versatile  Scout  II  or  big- 
ger, roomier  Scout  Traveler.® 

Then  do  some  serious 
thinking.  Think  about 

winter  driving. Think  ^Pl^1 

.     ,       .     &  Toll-Free 
about  engine  warran- 
ties and  rust  warran- 


ties.  Think  about  security, 
comfort  and  concern  for 
lasting  quality.  Think  about 
innovation,  without 
compromise. 

Then  fight  back  with  a 
1980  Scout. 

Before  you  even  consider 
buying  an  ordinary  car,  test 
drive  a  1980  Scout.  It's  as  easy 
as  dialing  800  IH  SCOUT 
for  your  local  Scout  dealer. 


INTERNATIONAL  HARVESTER 


800  IH- SCOUT 

Illinois  Residents  800-322-0821 


i 


OTT  BACK  WITH  SCOUT. 

Anything  less  is  just  a  car. 


Tn  the  frenetic,  sudden-death  world  of  semi- 
conductor producers,  little  Standard  Micro- 
ystems  struggles  to  maintain  its  meteoric 
growth — and  its  independence. 

When  the  chips 
are  down? 


The  Up-And-Comers 


bairman  Morton  Brozinsky  of  Standard  Microsystems 

I've  been  through  recessions  when  you're  sitting  there  with  no  orders. 
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In  most  businesses  Morton  Brozinsky 
would  have  it  made. 

fust  five  years  ago  he  took  over  a  near- 
ly insolvent  $3  million  (sales)  company 
called  Standard  Microsystems  that  was 
losing  $1  million  a  year  and  had  only 
$140,000  in  equity  left,  against  nearly  $1 
million  in  debt.  The  rest  of  the  semicon- 
ductor industry  was  in  the  midst  of  one 
of  its  ruinous  bloodbaths,  and  the  nation- 
al economy  was  in  the  depths  of  the 
severest  recession  since  1932.  Bro- 
zinsky's  wife  thought  he  was  crazy  even 
to  consider  taking  a  job  at  Standard  Mi- 
crosystems when  he  had  a  lucrative  job 
offer  in  the  wholesale  used-car  business. 
But  Brozinsky,  a  veteran  of  22  years  in 
the  semiconductor  business,  took  the 
plunge  anyway.  Why?  Because  he  be- 
lieved in  Standard  Microsystems'  32- 
year-old  research  head,  Paul  Richman. 

Nobody  thinks  Brozinsky  was  crazy 
anymore.  Since  he  took  the  helm  in  De- 
cember 1974,  Standard  Microsystems 
has  turned  in  an  average  return  on  equity 
of  43.5%  and  has  reduced  debt  to  just 
10%  of  capitalization.  Its  revenues,  at 
$11.4  million  last  year,  were  2>lh  times 
higher  than  when  he  took  over.  Compa- 
nies like  Texas  Instruments,  IBM,  Gen- 
eral Motors,  ITT  and  Western  Electric 
have  taken  licenses  from  Standard  Mi- 
crosystems to  use  Paul  Richman's  pat- 
ented COPLAMOS  process  for  forming 
N  (for  Negative)  channel  MOS  (metal  ox- 
ide semiconductor)  chips,  which  are 
smaller  and  faster  than  the  older  P  (for 
Positive)  channel  MOS  chips.  Standard 
Microsystems  common  now  trades  over- 
the-counter  at  a  red-hot  24  times  fiscal 
1979  earnings. 

But  weary-eyed  Morton  Brozinsky  has 
been  around  the  barn  too  many  times  in 
the  wild  and  woolly  semiconductor  in- 
dustry to  kid  himself  for  one  moment. 
Wall  Street  may  be  beguiled  by  that  track 
record,  but  as  a  self-professed  financial 
whiz  ("Numbers  is  really  my  thing,"  he 
says  in  a  voice  that  sounds  remarkably 
like  the  young  Tony  Curtis)  he  knows 
full  well  that  his  company's  growth  and 
profitability  performance  is  exaggerated 
and  that  he  cannot  maintain  the  pace 
much  longer.  To  begin  with,  any  earn- 
ings growth  rate  will  look  spectacular  in 
percentage  terms  for  the  first  few  years  if 
one  is  starting  from  a  loss  position,  as 
Brozinsky  was.  Secondly,  Standard  Mi- 
crosystems' earnings  have  thus  far  been 
completely  sheltered  by  a  tax-loss  carry- 
forward. That  shelter  has  now  been  ex- 
hausted. While  it  is  nonetheless  quite  an 
achievement  to  have  built  up  stockhold- 
er equity  from  a  mere  $140,000  to  $9 
million  in  just  under  five  years,  those 
extremely  low  equity  figures  in  the  first 
several  years  obviously  inflated  the  usual 
profitability  calculations  to  an  enormous 
extent. 

Brozinsky  is  also  aware  of  the  role  that 
luck  plays  in  these  things.  It  was  luck,  he 
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says,  that  enabled  him  to  produce — quite 
by  accident — what  he  thinks  was  the 
world's  first  perfect  single  silicon  crystal 
in  1953  when  he  was  a  young  junior 
engineer  in  the  research  labs  of  the  now- 
defunct  Philco  Corp.  And  it  was  luck  at 
Standard  Microsystems  to  have  taken 
over  just  as  peace  was  breaking  out  in  the 
semiconductor  industry  after  the  espe- 
cially bloody  price  wars  of  the  early 
1970s.  "The  industry  was  a  little  wary 
after  the  debacle  of  1974-75  about  com- 
mitting capital,"  he  comments  with  par- 
donable understatement,  "so  we  haven't 
seen  a  downturn  since.  It's  just  been 
straight  up.  We've  all  been  in  a  catch-up 
mode." 


semiconductor  industry,"  he  says  proud- 
ly. "For  18  years  we  averaged  over  20% 
pretax  on  sales."  But  suddenly,  at  the  age 
of  43,  he  found  himself  out  of  work  after 
a  falling  out  with  General  Instruments 
management. 

For  a  few  months  he  took  a  job  with 
another  little  industry  supplier  called  Ku- 
licke  &  Soffa  Industries,  where  he  was 
asked  to  stem  the  losses  at  a  West  Coast 
photolithographic  operation.  "But  in 
1974  the  world  stopped,"  he  says.  Ku- 
licke  closed  down  the  operation,  and 
Brozinsky  was  once  again  out  of  work. 
Then  came  the  wholesale  used-car  op- 
portunity, which  looked  so  good  to  his 
wife.  Yet  Brozinsky  couldn't  resist  one 


President  Paul  Richman  of  Standard  Microsystems 

Does  COPLAMOS  mean  a  gold,  mine  in  royalties?  Or  will  it  be  outmoded  by  then? 


Could  there  be  another  semiconductor 
debacle?  "There  damn  well  could!"  Bro- 
zinsky replies  with  an  emphatic  puff  of 
cigarette  smoke.  "All  of  the  managers  in 
this  business  say  they're  now  mature, 
and  they're  not  going  to  cut  prices  like 
they  did  before — well,  I  don't  believe  it." 
He  takes  another  long  drag  on  his  ciga- 
rette and  shakes  his  head  grimly.  "I've 
been  through  recessions  in  this  industry 
when  you're  sitting  there  with  no  or- 
ders. .  .  ."  The  memory  of  it  is  obviously 
unpleasant. 

Brozinsky  got  that  earlier  experience 
on  the  raw  materials  side  of  the  industry. 
Feeling  stifled  at  Philco  (he  got  a  token 
$6-a-week  raise  for  his  silicon  crystal),  he 
joined  a  small  transistor  company  called 
General  Transistor  (later  acquired  by 
General  Instruments),  where  he  started 
up  a  subsidiary,  Semi  Metals  Inc.,  that 
produced  silicon,  germanium  and  spe- 
cialized equipment  for  the  emerging 
semiconductor  industry.  "Semi  Metals 
went  on  to  be  probably  one  of  the  most 
profitable  businesses  ever  seen  in  the 
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more  ride  on  the  industry  roller  coaster 
when  the  seemingly  desperate  Standard 
Microsystems  opportunity  surfaced  a 
month  later.  "This  business  gets  in  your 
blood,"  he  says  with  a  wry  smile. 

Brozinsky's  experience  brought  sensi- 
ble small-company  tactics  to  Standard 
Microsystems  that  paid  off  quickly  in  a 
booming  market  recovery.  The  main 
market  for  N  channel  MOS  chips  was  the 
memory  market,  which  meant  that  the 
big  boys  in  the  industry  had  to  go  for  this 
market.  Little  SMC  could  never  get  the 
volume  quickly  enough  to  get  its  costs 
down  to  compete  with  them.  "For  us  to 
have  gone  into  that  market  would  have 
been  like  having  a  death  wish,"  he  says. 
Instead  Brozinsky  tried  to  license  SMC's 
technology  to  the  big  companies  that 
could  afford  to  play  the  volume  game 
(although  this  was  a  difficult  task  at  first 
because  then-marginal  Standard  Micro- 
systems was  easy  to  ignore)  and  concen- 
trate instead  on  smaller  markets  like 
those  for  cathode-ray  tube  terminals  for 
minicomputers. 


Like  the  head  of  any  small  company 
with  far  larger  competitors,  Brozinsky 
stressed  service.  Let  the  big  'boys  stan- 
dardize, he  would  go  after  the  custom 
work  (despite  the  company  name).  Let 
the  big  boys  promise  the  earth  in  terms 
of  delivery  time  to  get  the  volume  they 
need  to  stay  competitive;  Standard  Mi- 
crosystems would  only  make  commit- 
ments it  could  live  up  to. 

Meanwhile  Richman  and  his  growing 
team  of  researchers  were  producing 
enough  innovations  to  stay  one  jump 
ahead — crucial  for  a  small  outfit  in  a 
high-volume,  fiercely  competitive  indus- 
try where  no  company  can  hope  to  have 
an  innovation  all  to  itself  for  more  than  a 
year.  "We  were  first  with  the  CRT  con- 
troller," says  Brozinsky,  "and  first,  with 
a  little  help  from  Digital  Equipment — 
with  whom  we  work  closely — with  a 
synchronous  data  link  controller." 

But  Brozinsky  concedes  that  it  is  unre- 
alistic to  expect  Standard  Microsystems 
to  come  up  with  another  fundamental 
breakthrough  like  the  COPLAMOS  tech- 
nology. "The  likelihood  of  our  coming  up 
with  anything  that  important  is  re- 
mote," he  says.  "There  will  be  refine- 
ments and  improvements." 

Now,  just  to  hold  on  to  market  share  in 
the  face  of  increasing  competition,  Stan- 
dard Microsystems  is  being  forced  to 
step  up  spending  sharply  on  capital 
equipment  and  on  research.  "Last  year 
we  spent  about  10%  of  our  sales  on  cap- 
ital equipment,"  says  Brozinsky,  "and 
another  10%  on  research  and  develop- 
ment. This  year  we'll  spend  15%  on  cap 
ital  equipment.  This  business  has  be 
come  extremely  capital  intensive." 

The  new  capital  equipment  is  designed! 
mainly  to  produce  standard  chips,  nofl 
custom  chips.  So  isn't  Standard  Micro- 
systems being  sucked  into  the  bloody 
arena  of  the  major  commodity  chip  pro- 
ducers? "Yes,  but  we're  going  into  spe- 
cial areas  that  are  more  service  orient- 
ed— peripheral  circuits  that  can  be  modi- 
fied if  a  customer  wishes,"  Brozinsky 
replies  guardedly.  "We're  still  staying 
away  from  the  big  memory  market  and 
the  commodity  type  of  microprocessor.'" 
Of  course,  as  Brozinsky  knows  full  well, 
such  "niches"  can  vanish  overnight  in 
an  industry  crunch. 

There  are  indications  that  Brozinsky 
was  most  reluctant  to  okay  the  spending 
increase  that  Paul  Richman  felt  was  vi 
tal.  About  a  year  ago  the  Standard  Micro 
systems  board,  which  had  promoted  Paul 
Richman  to  president  in  1975,  stripped 
Brozinsky  of  his  chief  executive's  title. 
"Neither  Paul  nor  I  cover  the  complete 
scope  of  the  company,  so  we  created  a 
partnership,"  says  Brozinsky.  He  pulls  a 
new  cigarette  from  the  pack  and  taps  it 
thoughtfully  on  the  desk.  But  .the  newt 
setup  does  reflect  a  major  shift  in  com-i 
pany  policy.  "What's  come  out  of  this  isl 
an  ever-increasing  willingness  to  sacn- 

FORBES,  JANUARY  21,  1980 


fice  short-term  profits  for  long-term  in- 
vestments," he  explains. 

Over  the  past  dozen  years  or  so  there 
have  been  close  to  40  startups  like  Stan- 
dard Microsystems  in  the  semiconductor 
industry.  Today,  as  major  corporations 
have  raced  to  acquire  semiconductor 
knowhow,  only  about  seventeen  remain 
independent — one  of  whom  is  little  SMC. 
How  does  Brozinsky  rate  Standard  Mi- 
crosystems' chances  for  remaining  inde- 
pendent? "I  think  they're  good,"  he  says 
slowly,  "mainly  because  I  believe  the  po- 
tential for  royalties  from  our  patents  is  so 
enormous  that  even  if  we  ran  into  some 
problems  from  time  to  time  in  day-to-day 
manufacturing,  these  could  be  more  than 


compensated  for  by  those  patents." 

The  cold  facts,  however,  are  that  in- 
come from  royalties  and  cross-licensing 
agreements  is  still  listed  as  "not  materi- 
al" in  SMC's  1979  annual  report.  That's 
partly  because  patent  infringement  is 
rife.  "It's  not  difficult  to  prove,"  says 
Brozinsky,  "what  is  difficult  is  to  get 
them  to  own  up  and  pay.  In  several 
cases  it  has  taken  us  three  years  to  get 
suspected  infringers  to  sign  a  cross-li- 
censing agreement  with  us."  Evidence  is 
being  amassed  against  similar  patent 
infringement  in  many  other  companies, 
he  goes  on. 

With  insiders  owning  just  30%  of  the 
stock  (Brozinsky  and  Richman  own  just 


By  the  time  he  took  over  at  Ryder  System,  Les 
Barnes  had  learned  a  thing  or  two  about 
managing  capital.  The  old  pro  came  through. 


A  few  more 
home  runs 


By  James  Cook 


WAS  58  WHEN  I  CAME  HERE,"  Says 

Leslie  O.  Barnes,  62,  who  threw  over 
the  presidency  of  Allegheny  Airlines 
our  years  ago  to  take  over  as  chief  execu- 
ve  of  Miami's  then  financially  troubled 
yder  System,  Inc.  "I  didn't  know  any- 
ing  about  trucking,"  he  says,  "but  I 
as  sort  of  a  Johnny  Mize.  I  wanted  a 
ew  more  home  runs." 

Barnes  has  been  getting  them  regular- 
y,  and  so  has  RSI. 

When  Barnes  swung  aboard,  RSI  was 
n  the  hands  of  its  bankers.  It  had  ex- 
lausted  its  borrowing  power,  it  had  lost 
520  million  the  previous  year,  and  its 
rounder,  James  A.  Ryder,  had  been  shunt- 
ed aside.  But  Ryder  System  was  no  ter- 
minal case.  With  dominant  positions  in 
nost  of  its  principal  businesses,  it  had 
I  he  potential  for  becoming  a  first-rate 
;ompany.  Since  Les  Barnes  took  over,  it 
las  become  so. 

Ryder  is,  to  begin  with,  far  and  away 
:he  U.S.'  largest  truck  leasing  and  rental 
organization  (with  over  $900  million  in 
iales).  It  operates  the  U.S.'  largest  fleet  of 
lew  automobile  carriers  ($225  million), 
ts  largest  chain  of  full-service  owned- 
ind-operated  truckstops  ($220  million) 


R\'der  System 's  Les  Barnes 

Learning  to  make  beautiful  music. 

and  it  is  rapidly  emerging  as  one  of  the 
U.S.'  largest  contract  carriers  as  well  ($30 
million).  As  against  $562  million  in  sales 
back  in  deficit  1974,  Ryder  probably 
earned  over  $60  million  last  year  on 
roughly  $1.4  billion  in  sales.  That  is  a 
low-powered  4%  margin  on  sales;  but  a 
turbo-charged  24%  return  on  equity — no 
small  achievement  in  a  year  in  which 
Ryder  was  confronted  with  strikes,  fuel 
shortages,  inflation,  high  interest  rates 
and  an  increasingly  disappointing  year 
for  new-car  sales.  What  is  more,  with  a 
recession  under  way  or  upcoming,  RSI's 
prospects  are  even  better  than  ever. 
Ryder's  explosive  growth  over  the  past 


about  2%,  or  $1.5  million  worth  apiece), 
takeover  is  certainly  not  out  of  the  ques- 
tion— especially  if  SMC's  multiple  cools 
down,  reducing  an  acquirer's  goodwill 
costs.  No,  Morton  Brozinsky  does  not 
have  it  made.  Not  yet.  However  bright 
the  prospects  of  its  technology,  Standard 
Microsystems  faces  stiff er  competition 
and  more  risks  than  most  Up-And- 
Comers.  Had  Brozinsky  applied  his  con- 
siderable talents  to  a  more  settled  field — 
finance,  maybe,  or  the  wholesale  used- 
car  business — he  would  by  now  probably 
be  a  good  deal  richer  and  a  good  deal 
more  secure.  But  then  security  is  not 
what  people  like  Mort  Brozinsky  are 
after.— Geoffrey  Smith 


five  years — revenues  have  come  close  to 
tripling — coincides  with  Barnes'  success 
in  transforming  Ryder  from  a  haphazard- 
ly managed  operating  company  into  a 
holding  company  with  five  semiautono- 
mous  decentralized  divisions  and,  at  the 
same  time,  reshaping  its  financial  policy 
so  the  company  could  not  only  finance 
its  growth  but  also  withstand  the  period- 
ic cycles  in  its  transportation  markets. 

A  voracious  consumer  of  capital,  Ryder 
had  a  worrisomely  casual,  freewheeling 
way  of  making  spending  commitments 
when  Barnes  joined  the  company.  "It  was 
like  your  having  a  bank  account  with  your 
wife,  mother-in-law  and  kids  all  drawing 
checks  without  regard  to  each  other,"  he 
recalls.  "That  was  really  what  the  prob- 
lem was — people  buying  trucks,  tractors 
and  equipment — buying  businesses, 
even,  without  any  central  coordination. 
One  day  the  money  ran  out." 

Like  Johnny  Mize,  the  St.  Louis  Cardi- 
nal slugger  who  showed  up  toward  the 
end  of  his  career  in  New  York,  Barnes 
had  learned  a  thing  or  two  before  he 
came  to  Ryder.  "In  the  airline  business 
you  become  very  much  concerned  with 
debt-to-equity  ratios  and  the  importance 
of  hewing  to  them,"  he  says.  "But  if  you 
can  learn  to  buy  jets  that  you  depreciate 
over  15  years  with  the  airlines'  limited 
capital  sources,  you  can  learn  to  make 
beautiful  music  with  the  six  years  you 
can  get  here.  We  said  we'd  establish 
debt-to-equity  ratios  we  were  going  to 
live  with  just  as  we  did  in  the  airlines." 

Take  Ryder  Truck  Rental,  which  pro- 
vides 65%  of  RSI's  revenues  and  84%  of 
its  income.  RTR  is  really  two  businesses. 
There  is  truck  leasing,  under  which 
Ryder  provides  its  4,700  corporate  cus- 
tomers with  trucks  and  everything  from 
fuel  to  maintenance  under  three-to-five- 
year  contracts;  and  truck  rental,  under 
which  Ryder  provides  vehicles  (25,000  of 
them)  on  a  daily  or  weekly  basis,  to  indi- 
vidual and  commercial  customers.  Leas- 
ing is  a  stable,  high-utilization  business 
with  a  predictable  income  stream  as  sol- 
id as  the  credit  of  the  customers  under 
long-term  contract,  so  Barnes  figured  a  7- 
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to-1  ratio  of  debt  to  equity  wasn't  out  of 
line.  Truck  rentals  are  another  matter. 
They  are  higher  margined,  but  they  fluc- 
tuate with  the  economy,  and  their  utili- 
zation is  lower.  Says  Barnes:  "We  said  it 
probably  isn't  worth  more  than  1.5  or  2." 
With  RTR  volume  split  roughly  60% -to- 
40%  between  leasing  and  rentals,  that 
brought  the  overall  division  ratio  to 
around  4-to-l,  vs.  the  top-heavy  7-to-l  or 
7.5-to-l  it  had  had  in  the  early  Seventies. 

Ryder's  other  major  business  and  the 
source  of  16%  of  its  sales,  maybe  7%  of 
its  profits,  is  hauling  new  trucks  and 
autos  for  General  Motors,  Chrysler  and 
Volkswagen.  It's  a  cyclical  business, 
however,  so  cyclical  that  Barnes  started 
out  at  2-to-l  and  moved  down  to  0.5-to- 
1.  There  was  nothing  wrong  with  a  cycli- 
cal business,  Barnes  decided,  if  you  tai- 
lored yourself  to  the  cycles.  So  Barnes 
depreciated  the  auto  carrier  fleet  as  rap- 
idly as  possible  and  cut  debt  to  a  mini- 
mum— as  close  to  zero,  in  fact,  as  possi- 
ble. "If  you're  rated  right  [that  is,  pricing 
your  service  right],  when  the  downturn 
comes,  they'll  still  be  manufacturing 
automobiles,  and  you're  still  going  to  be 
carrying  them." 

Barnes'  strategy  has  paid  off.  In  1979's 
auto  slump,  Ryder  auto  carriers  contin- 
ued to  make  money,  and  Barnes  expects 
them  to  do  so  in  1980  as  well. 

Financial  problems  aside,  Ryder's  ba- 
sic businesses  boomed  all  through  the 
late  Seventies,  especially  its  truck-leas- 
ing business.  More  and  more  corpora- 
tions were  choosing  to  do  their  own 


trucking,  and  they  turned  more  and  more 
to  leasing  as  a  means  of  cutting  their 
costs.  A  decade  ago,  Barnes  says,  60%  of 
the  U.S.'  private  truck  fleets  were  wholly 
owned;  today  less  than  38%  are.  Dereg- 
ulation is  stepping  up  the  pace.  By  .ICC 
fiat,  private  carriers  are  now  free  to  solic- 
it outside  traffic  for  back  hauls,  and  this 
is  shifting  the  economic  balance  in  favor 
of  private  carriage.  Some  of  this  shift  to 
private  carriage  will  come  out  of  the 
hides  of  contract  carriers,  so  the  contract 
carrier  business  of  Ryder's  Specialized 
Transportation  division  ought  to  be  vul- 
nerable. But  as  a  result  of  deregulation, 
contract  carriers  are  no  longer  restricted 
to  eight  customers,  so  Barnes  sees  poten- 
tial for  growth  there  as  well. 

Even  so,  there  are  plenty  of  other  haz- 
ards ahead.  Ryder  has  fuel  "pegs"  and 
other  inflation-protection  clauses  in  all 
of  its  leases,  so  it  is  protected  from  some 
of  the  inflationary  pressures  that  afflict- 
ed it  in  the  early  Seventies.  But  the  avail- 
ability of  diesel  fuel  remains  the  lifeblood 
of  its  leasing,  auto-carrier,  contract-carri- 
er and  truckstop  businesses — so  Ryder 
has  worked  hard  to  protect  itself  by  di- 
versifying its  fuel  sources.  Where  in  1974 
it  had  7  or  8  major  suppliers  and  12  or  14 
supplemental  suppliers,  today  it  has  29  or 
30  major  ones  and  over  100  supplemen- 
tals.  Ryder's  Truckstops  division  may 
yield  a  mere  12%  return  on  equity,  vs. 
Ryder's  24%  corporate  average,  but  it 
also  functions  as  a  fuel-gathering  system 
for  the  leasing  and  auto-carrier  oper- 
ations and  for  the  trucking  public. 


Barnes  considers  he  has  finally  got  the 
company  together  again,  and,  in  recogni- 
tion of  that,  last  month  he  appointed  M. 
Anthony  Burns,  37,  Ryder's  blade-thinj 
and  razor-sharp  executive  vice  president, 
as  president  and  chief  operating  officer. 
Barnes  will  now  be  free  to  devote  himself 
to  new  growth  opportunities.  "We're 
comfortable  without  being  complacent," 
he  says.  "We  can  see  a  steady  decline  in 
our  debt-to-equity  ratio,  so  our  borrow- 
ing-base leeway  is  going  to  increase." 
And  with  it  the  opportunity  to  expand. 
The  question  is,  where?  Ryder  has  al-l 
ready  got  itself  a  foothold  in  Europe.  It  is) 
experimenting  with  a  UPS-style  parcell 
service,  Jack  Rabbit  Express,  acquired  ini 
late  1978.  It  has  set  up  a  small  insurance 
operation,  Federal  Assurance  Co.  (prop- 
erty and  casualty  reinsurance).  But  so  farl 
these  are  possibilities,  not  major  com- 
mitments. Barnes  hints  that  one  day! 
Ryder  might  set  up  a  sixth  division,  and| 
that  might  give  him  the  last  home  run 
that  he  wants.  "We've  got  to  move  intoi 
areas  that  are  a  little  less  fuel  dependent, 
a  little  more  service  oriented,  but  still 
transportation  related." 

As  it  is,  Les  Barnes'  batting  average  is 
pretty  sensational.  For  a  company  that 
almost  collapsed  in  the  last  two  major 
recessions,  Ryder  now  looks  as  if  it  will 
drive  through  this  one  with  ease,  meet- 
ing Barnes'  long-term  targets  of  15%  av- 
erage annual  increase  in  earnings  and 
minimum  17%  return  on  equity. 

Barnes  sees  no  reason  at  all  to  hang  up 
his  spikes.  ■ 


Ryder  re  dux 


Late-movie  fans  would  recognize  the 
face  immediately.  At  66,  sitting  be- 
hind a  desk  in  the  Coral  Gables,  Fla. 
offices  of  his  new  company,  Jartran, 
Inc.,  fames  A.  Ryder  is  the  very  image 
of  the  late  Spencer  Tracy — every  ram- 
shackle wildcatter  and  entrepreneur 
Tracy  ever  portrayed  in  those  30-  and 
40-year-old  movies. 

Jim  Ryder's  life  isn't  far  from  one  of 
those  scripts,  either.  In  1934,  as  a 
beefy,  21 -year-old  truck  driver,  he  bor- 
rowed $125,  bought  a  truck  and  start- 
ed what  became  the  first  and  most 
successful  truck  leasing  system,  Ryder 
System,  Inc.  Forty  years  later,  Ryder 
System  was  in  deep  trouble  and  its 
founder's  boisterous  lifestyle  almost 
got  him  killed  when  he  plunged  from 
an  Amsterdam  hotel  balcony  in  1974. 
That  same  year  Ryder  System  lost  $20  million  and 
Ryder  soon  was  out  as  its  chief  executive. 

Recovered  from  his  accident  but  heavily  in  debt — at  $3  a 
share  his  750,000  shares  of  Ryder  stock  left  him,  by  his 
standards,  relatively  broke — Ryder  sold  off  his  $1  million 
Coral  Gables  mansion  and  his  $2.6  million  yacht  and 
stopped  drinking.  Chafing  at  his  ceremonial  role  as  chair- 
man of  the  company  he  founded,  Ryder  gave  up  his 


James  A.  R\  der 


ira 


$100,000-a-year  lifetime  stipend  in 
1978  to  get  out  of  his  noncompetition 
contract  with  Ryder  System.  Says  he: 
"I  was  just  damn  tired  of  waiting 
around.  I  never  have  liked  to  wait." 

Early  in  1978  he  began  sinking 
about  $1  million  of  his  own  money 
into  Jartran,  a  new  truck  rental  and 
"transportation  engineering"  com- 
pany that  concentrates  on  short-term 
rentals  instead  of  longer-term  leasing. 
So  far  Jartran  has  lost  at  least  $4.3 
million  in  its  year  and  a  half  of  exis- 
tence and  is  heavily  in  debt.  But  its 
creditors  include  the  likes  of  Fruehauf 
and  Chrysler,  which  together  have 
committed  to  lend  Jartran  more  than 
$70  million  to  buy  trucks  and  trailers 
for  rental  on  the  strength  of  their  be- 

 lief  that  Jim  Ryder  can  do  it  again. 

Ryder  says  he  has  nearly  500  dealers  in  40  states  renting 
out  his  trucks  and  trailers.  He  confidently  predicts  Jartran's 
mushrooming  revenues — about  $5.5  million  in  1979  but 
coming  in  at  a  $20  million  annual  rate  by  year's  end — will 
increase  to  about  $140  million  in  1980.  The  company  has 
filed  to  raise  $4.5  million  through  a  public  offering  in  the 
spring.  "We're  in  a  hectic  state  now,"  says  Ryder.  "We're 
fighting  to  get  into  the  black. "—James  O'Hanlon 
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Magnetic  Visual 

control  Boaras 

by  Caddyiak  Systems,  inc. 


Gives  you  greater 
control  over 
your  operation. 
Saves  you  time- 
paperwork  and 
headaches,  too! 

The  information  on  your  Magnetic 
Visual  Control  board  acts  as  a 
constant  reminder  to  tell  you  what's 
happening,  where  it's  happening 
.  .  .  and/or  who's  assigned  to  the  job. 
When  you  need  to  know  anything 
relevant  to  your  operation,  all  you 
have  to  do  is  look  at  your  board. 
There's  no  need  to  go  shuffling 
through  papers,  which  sometimes 
get  lost  or  misplaced.  Everything  is 
there  at  your  fingertips.  You  can't 
miss  seeing  your  board.  You  can't 
help  noticing  the  information  it 
contains. 

Make  Changes  In  Seconds. 
Just  Move  A  Magnet 
Or  Insert  A  New  Card. 

Suppose  you  want  to  re-arrange 
part  of  a  schedule.  Just  switch  the 
position  of  the  magnetic  card 
holders. 

Suppose  you  want  to  change  the 
information  on  an  individual  card. 
Just  take  out  the  old  card  and  put  in 
the  new.  It's  that  simple. 
You  never  have  to  redo  entire 
schedules  or  lists  when  changes 
occur.  And  that  can  save  you  time, 
money  and  paperwork. 


Send  for  our  free  booklet 
describing  more  than  50 
different  sizes  and  styles  of 
magnetic  visual  control 
boards  carried  in  stock  for 
immediate  shipment. 

There's  no  cost  or  obligation 
and  no  salesman  will  call. 
Our  catalog  is  our  only 
salesman. 


Magnetic  Visual  Control  Boards  Can  Control: 


Production 

Purchasing 

Inventory 

Personnel 

Shipping 

Sales 

Advertising 


Exports 

Maintenance 

Receiving 

Imports 

Orders 

Dispatching 

Computers 


CADDYLAK 
SYSTEMS 


Caddyiak  Systems  Inc. 

201  Montrose  Rd.  3QG 
Westbury,  New  York  11590  •  (516)333-8221 

Please  send  your  latest  catalog  describing  your  Magnetic  Visual  Control  Boards. 
Name   


Company 
Address  _ 
City   


State, 


Zip. 


IN  NEW  YORK  CITY,  VISIT  OUR  SHOWROOM  AT  62  EAST  55th  ST.,  NEW  YORK,  N.Y.  10022  •  (212)  688-7484 


When  Texasgulf  was  a  cyclical,  one-product 
company,  it  seemed  fated  to  disappear.  But 
Charles  Fogarty  had  other  ideas. 


How  Texasgulf 

kept  its 
independence 


By  James  Cook 


TWENTY-EIGHT  YEARS  AGO,  when 
Charles  F.  Fogarty,  then  an  ambi- 
tious 31 -year-old  geologist,  went 
to  work  for  Texasgulf  Inc.,  he  was  con- 
vinced he  had  a  good  shot  at  the  presi- 
dency of  what  was  then  Texas  Gulf  Sul- 
phur Co.  By  1959  Fogarty  was  vice  presi- 
dent-exploration but  still  several  spots 
from  the  top,  and  then  Tenneco  made  a 
merger  offer.  How  could  management 
fight  it?  After  all,  TG  was  a  one-product 
company  with  a  cyclical  record.  Chuck 
Fogarty  saw  his  chance.  He  went  home 
that  weekend,  sat  down  at  his  kitchen 
table  and  dashed  off  a  plan  that  would 
transform  this  cyclical  one-product  com- 
pany into  a  diversified  natural-resource 
company.  "We  were  convinced,"  he 
says,  "we  could  diversify  on  our  own.'' 

Fogarty's  plan  encouraged  the  board  to 
refuse  Tenneco's  merger  offer.  It  also  led 
Fogarty  to  his  goal.  Today,  at  58,  he  is 
Texasgulf 's  chairman  and  chief  execu- 
tive and  has  been  for  six  years.  TG  has 
not  remained  entirely  independent: 
Through  a  tender  offer,  the  Canadian 
government's  Canadian  Development 
Corp.  picked  up  32%  of  the  stock  back  in 
1973;  but  with  only  four  seats  on  a  12- 
man  board,  the  CDC  lets  Fogarty  and  his 
team  run  their  own  show. 

Fogarty's  paper  plan  has  also  become  a 
reality.  Sulfur  now  produces  less  than 
20%  of  TG's  operating  income.  Metals — 
copper,  zinc  and  silver  primarily — pro- 
duce 51%.  Other  chemicals — phosphate, 
potash  and  soda  ash — less  than  40%. 
Back  in  1959  Texas  Gulf  Sulphur  earned 
a  mere  $13.4  million  on  $63.6  million  in 
sales,  for  a  12%  return  on  equity.  In  1979 
Texasgulf  earned  not  less  than  $115  mil- 
lion on  over  $760  million  in  sales,  for  a 
15%  return  on  equity. 

What  Fogarty  grasped  when  he  charted 
the  company's  future  course  was  that 
many  of  the  ingredients  for  diversifica- 
tion were  already  present.  Sulphur's  big- 
gest market  after  all  was  the  fertilizer 
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TG  Chairman  Charles  Fogarty 

The  future  was  on  the  kitchen  table. 

industry,  which  used  sulfuric  acid  in  pro- 
ducing superphosphoric  acid.  So  phos- 
phates offered  a  logical  channel  for  diver- 
sification. TG  had  been  interested  in  oil 
and  gas  almost  from  the  beginning  be- 
cause there  was  also  oil  in  the  salt  domes 
from  which  Texasgulf  got  its  elemental 
sulfur.  And  with  elemental  sulfur  in  peri- 
odic short  supply,  TG  found  itself  look- 
ing for  sulfide  ores  as  an  alternative,  ores 
that  bore  metals  like  copper  and  zinc  as 
well  as  sulfur.  Best  of  all,  the  company 
had  great  geological  knowhow,  which 
Fogarty  and  his  predecessors,  Fred  Nel- 
son and  Claude  Stephens,  cannily  ex- 
ploited to  the  hilt. 

"We  were  building  one  of  the  finest 
exploration  teams  in  the  world,"  Fogarty 
says.  "The  keys  to  success  were  going  to 
be  exploration,  a  kind  of  audacity  and  the 
ability  to  finance  our  efforts  with  our 
own  capital."  Such  claims  are  easy  to 
make,  but  Fogarty  and  his  exploration 
team  proceeded  to  deliver  on  them — and 


in  spades.  There  was  TG's  fabulous  if 
scandal-ridden  discovery  of  the  giant 
Kidd  Creek  ore  body  at  Timmins,  Ontar 
io,  a  breathtaking  amalgam  of  copper, 
silver,  cadmium  and  zinc,  the  largest  sil 
ver  and  zinc  mine  in  the  world.  TG  pro 
ceeded  to  turn  up  a  series  of  other  impor- 
tant discoveries,  discoveries  that  pro- 
vided the  resource  base  for  most  of  its 
other  major  businesses.  There  was  phos 
phate  in  North  Carolina,  trona  in  Wyo- 
ming, potash  in  Utah. 

A  keynote  of  Fogarty's  diversification 
was  his  emphasis  on  assuring  that  TG 
was  among  the  low-cost  producers.  Thisl 
hasn't  sheltered  TG  from  the  wide  price: 
swings  that  afflict  the  minerals  industry 
but  it  has  helped  moderate  the  swings 
TG's  earnings  soared  to  a  record  $147t 
million,  or  $4.84  a  share,  in  1974  on  high 
mineral  prices,  sank  to  $46  million  id 
1977  and  then  came  back  to  maybe  $  1 1 5i 
million,  or  $3.38  a  share,  last  year.  Wild 
though  those  swings  were,  TG,  unlike 
other  companies,  never  once  had  to  re^ 
duce  its  dividend. 

For  the  last  18  months  or  so,  most  of 
TG's  materials  prices  have  been  on  the 
rise,  and  Fogarty  and  his  new  president 
and  purported  successor,  Gino  Giusti, 
52,  have  every  reason  to  think  they'll 
continue  to  do  so  for  some  time  to  come, 
no  matter  what  happens  to  the  world's 
economy. 

Except  for  zinc,  most  of  the  metals  TG 
produces — copper,  lead,  silver — are  in) 
relatively  short  supply  and  likely  to  re-j 
main  so.  Its  chemical  business,  Giusti 
explains,  follows  an  agricultural  cycle 
quite  independent  of  base  metals.  Farm 
ers  are  making  good  money  these  days 
so  they'll  be  buying  more  fertilizer.  In 
this  scenario,  1980  should  be  significant 
ly  better  than  1979  if  only  because,  b)j 
the  fourth  quarter,  prices  were  already) 
significantly  higher  than  they  were  z 
year  earlier.  "In  fertilizer,"  Giusti  says 
"we'll  have  an  increase  in  P2O5  produc 
tion — 14.7%  more  P2O5  than  a  year  be 
fore,  so  we'll  have  the  double  advantage 
of  higher  prices  and  higher  volume." 

TG  has  a  couple  of  new  projects  undei 
development — a  gold  prospect  at  Kidd 
Creek  in  Ontario  and  a  gold-copper  mine 
in  Oregon.  Neither  of  these  is  likely  to  be 
large.  The  big  potential  lies  in  a  handful 
of  properties,  most  of  which  TG's  explo* 
ration'  team  has  turned  up,  that  are  still 
on  the  shelf  awaiting  the  propitious  mo- 
ment for  development.  Three  iron  ore 
deposits  in  Australia  (Marandoo,  Giles 
Rhodes  Ridge)  await  a  pickup  in  the  in 
temational  steel  market.  A  huge  copper- 
lead-zinc-silver  mine  in  the  Northwesi 
Territory  (Izok  Lake)  awaits  the  develop 
ment  of  adequate  transportation  links  tc 
the  south.  An  enormous  copper  prospeci 
in  Panama  that  will  cost  close  to  $1 
billion  to  develop  awaits  a  $2-a-pouno 
copper  price  to  justify  its  economics. 

Until  these  projects  ripen,  Giusti  ex] 
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plains,  Texasgulf  will  be  concentrating 
[;on  expanding  and  filling  in  the  oper- 
ations it  already  has — which  may  be  why 
Giusti,  a  chemical  engineer  and  former 
^personnel  administrator,  looms  as  TG's 
fnext  chief  executive.  TG  is  spending 
||$130  million  over  the  next  three  years  to 
isexpand  its  North  Carolina  phosphate  op- 
fierations  by  50%.  It's  planning  to  double 
Bits  trona  capacity  by  1983.  It  is  building  a 
a $300  million  copper  smelter  and  refinery 
I  at  Kidd  Creek  for  1981  completion  to 
|  handle  the  increasing  copper  production 
iit  sees  forthcoming.  It's  already  complet- 
jsd  the  mile-deep  shaft  that  will  be  the 
basis  for  a  second  mine  at  Kidd  Creek.  It 
aas  stockpiled  3  million  tons  of  pyrites 
that  may  one  day  provide  the  sulfuric 
acid  base  for  a  local  phosphate  operation 
and  that  may  also  produce  tin,  silver  and 
!zinc.  A  few  years  ago  TG  had  ambitions 


\rG  President  Gino  Giusti 

The  1980  scenario  was  convincing. 

bf  acquiring  Peabody  Coal,  but  it  aban- 
doned that  effort,  and  in  1978  acquired  a 
Umall  coal  mine  in  Colorado  that  may 
:>ne  day  draw  TG  into  the  coal  business 
In  a  substantial  way. 
[  TG  has  also  turned  its  considerable 
geological  skills  to  looking  for  oil  and  gas. 
i  ts  oil  and  gas  operations  lost  almost  half 
i  million  dollars  in  1978  on  $21  million 
n  sales.  However,  gas  production  will  be 
lp  by  a  third  next  year  and,  overall,  its 
operations  have  finally  reached  the  point 
'vhere  they  will  soon  begin  making  no- 
ticeable contributions  to  TG's  net  in- 
come. "We've  put  a  lot  of  capital  into  oil 
ind  gas,"  Gino  Giusti  says.  "It'll  start 
generating  more  and  more  money  for  the 
company." 

Texasgulf  has  come  a  long  way  since 
hat  hectic  weekend  when  Charles  Fo- 
;arty  sat  down  at  his  kitchen  table  and 
iketched  out  the  survival  plan  that  won 
lim  the  chief  executive's  job  and  trans- 
ormed  his  company.  ■ 
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Scotland  has  Drambuie. 
Ireland  has  Irish  Mist.  France 
has  Cointreau  and  B&B. 

Now  America  can  boast  its 
own  great  native  liqueur:  Wild 
Turkey  Liqueur  created  in 
Kentucky  by  the  originators  of 
America's  finest  native  whiskey 
Wild  Turkey. 


Wild  Turkey  Liqueur  is  the 
"sippin'  sweet  cream"  of  liqueurs. 
It's  made  to  be  savored  slowly 
after  dinner.  Or  as  a  mellow 
accompaniment  to  an  evening's 
conversation.  You've  tasted  the 
great  liqueurs  of  Europe. 
Now  taste  America's  great  one— 
Wild  Turkey  Liqueur. 


NOTICE:  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE.  PLEASE  CONTACT  AUSTIN,  NICHOLS  4  CO  .  LAWRENCEBURG,  KY  80  PROOF  ©  1977 


Lockheed  knows  how. 


Working  the  wettest,  deepest  mine.        Putting  the  waves  to  work. 


Seagoing  miners  in  hard  hats  are  starting  to  make  sure  the 
world  doesn't  run  out  of  manganese,  nickel,  copper  and 
cobalt.  Their  lode  is  the  great  mineral  broth  known  as  the 
oceans. 

Densely  peppered  along  the  sea  floor  more  than  14,000 
feet  deep  lie  blackish, 
potato-size  lumps  called 
manganese  nodules,  and 
each  contains  varying 
amounts  of  those  four 
much-used  minerals. 

The  nodules  abound 
in  most  oceans,  but  their 
thickest  concentration 
is  in  the  Pacific  southeast 
of  Hawaii.  And  that  is 

where  Lockheed,  as  prime  A  manganese  nodule  from  the 

,     _  .  ..      deep  ocean  tloor. 

contractor  for  Ocean  Min- 
erals Company,  has  gone  test  mining  with  the  Glomar 
Explorer,  world's  largest  and  most  advanced  mining  ship. 

Using  proved  technology,  the  big  vessel  has  strung  sophis- 
ticated equipment  down  to  depths  of  14,000  to  18,000  feet. 
Like  a  giant  vacuum  cleaner,  the  subsea  apparatus  will  suck 
up  the  valuable  nodules  and  pipe  them  to  the  surface  for 
transport  to  shore  for  process  development. 

Will  the  supply  last?  The  estimated  billions  of  tons  of 
nodules  in  the  Pacific  alone  could  assure  meeting  world 
needs  for  more  than  a  millenium. 


The  mineral-rich  oceans  are  also  a  source  of  enormous 
power. 

The  massive  energy  of  waves  is  awesome,  clean  and  free, 
But  harnessing  this  powerful  force  has  so  far  been  a  tantaliz 
ing,  untouchable  goal. 

That  goal  may,  however,  be  in  reach.  A  recently  patented 
Lockheed  invention  could  turn  the  dream  of  capturing 
energy  from  waves  into  reality. 

In  the  Lockheed  invention,  a  dome-shaped  structure,  250 
feet  in  diameter,  is  anchored  to  ride  just  beneath  the  sea's 
neutral  level.  Its  little  miracle  is  that,  with  only  one  moving 
part,  it  turns  the  ocean's  natural  wave  energy  into  a  whip- 
ping, spiral  force  that  creates  electricity. 


How  artificial  atoll  would  look  anchored  in  place. 


The  world's  largest,  most  advanced  mining  ship  puts  to  sea 


away  view  of  atoll-like  power  plant. 


rhe  concept  is  similar  to  the  action  of  waves  hitting  atolls, 
s  waves  don't  just  sweep  by  those  small  islands.  Instead, 
ty  wrap  themselves  around  them  in  a  spiral  pattern. 
k>,  what  the  Lockheed  scientists  have  done  is  design  a 
jail,  artificial  atoll  that  bends  the  striking  waves  into  a 
lirlpool.  This  vortex  within  the  domed  structure  becomes  a 
iwerful  flywheel  of  water.  It  drives  the  one  moving  part:  a 
bmerged  turbine  wheel.  The  end  result  is  an  outpouring  of 
pctricity,  a  potential  bonanza  of  power. 

iming  ocean  water  into  fuel. 

Can  temperature  differences  in  the  oceans  act  as  fuel? 
finitely. 

Dcean  surface  water  is  warmed  significantly  by  solar  heat 
jile,  not  far  below,  the  deep  water  stays  chillingly  cold, 
cause  of  this  natural  and  constant  state,  a  feasible  concept 
led  Ocean  Thermal  Energy  Conversion  (OTEC)  is  now 
crating  in  the  deep  water  off  the  island  of  Hawaii. 


I  he  barge-mounted  Hawaiian  installation,  for  which 
Lockheed  has  provided  the  power  cycle,  uses  warm  surface 


A  proposed  giant  OTEC  plant. 

water  and  cold  deep  water  in  a  closed  ammonia  cycle  incor- 
porating Alfa-Laval  heat  exchangers.  The  generated  am- 
monia vapor  drives  a  turbine  which,  in  turn,  produces 
surplus  electric  power. 

Before  the  turn  of  the  century,  massive  OTEC  platforms- 
floating  like  1500-foot  vertical  buoys  — may  be  grouped  off- 
shore to  generate  all  the  electrical  needs  for  large  cities, 
using  only  the  free  and  renewable  ocean  water  as  fuel. 

When  it  comes  to  solving  complex  problems  by  using 
advanced  technologies,  Lockheed  knows  how. 

Lockheed 


Use  the  cabinet  that  holds  more  hand  towels 
and  you'll  spend  less  time  refilling  it. 


The  less  time  your  maintenance  crew 
spends  filling  towel  cabinets,  the 
n  i  ore  time  they  have  for  more  produc- 
tive jobs.  That's  why  we  developed 
our  Super  Singlefold  towel  cabinet. 
It's  a  sure  way  to  free  up  valuable 
maintenance  time  because  it  doesn't 
need  <o  to  filled  as  often. 


Most  standard  singlefold  cabinets 
hold  about  450  towels.  Our  Super 
Singlefold  cabinet  holds  up  to  1300. 
So  it  can  serve  almost  three  times 
as  many  people  between  refills.  That 
cuts  the  chances  of  run-outs.  And 
reduces  the  required  maintenance 
time  by  more  than  50%. 


See  for  yourself  how  more  towel 
cabinet  can  mean  less  maintenance 
time.  Call  the  Fort.  Dial  (312) 
T-H-E-F-O-R-T.  We'll  send  one  of  our 
representatives  over  to  show 
you  that  more  really  is  less. 

Fort  Howard  Paper 

Green  Bay.  Wisconsin  54305 


bough 


Call  tho  Fort  is  a  service  mark  of  Fort  Howard  Paper. 


Fort 

Dial  (312)  T-H-E-F-O-R-T 
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the  natural  gas  industry  is  well  along  on  the 
vay  to  decontrol.  But  will  it  ever  get  there? 


Will  the 
free  market 
get  a  chance? 


By  Howard  Rudnitsky 
with  Alyssa  A.  Lappen 


M|  HE    NATION   HAS   ALREADY   had  a 

foretaste  of  what's  in  store  if  it 
&  heeds  the  calls  from  legislators  for 
ore  government  regulation  of  the  oil 
dustry.  And  a  bitter  foretaste  it  is. 
A  quarter  of  a  century  ago,  the  Federal 
ower  Commission  slapped  price  con- 
ols  on  interstate  gas.  That  left  the  well- 
ead  price  at  the  time  at  10  cents  per 

000  cubic  feet.  It  also  kept  supply 
own.  Understandably,  few  producers 
ould  spend  lots  of  money  to  find  more 
atural  gas  when — more  than  a  decade 
ter — they  could  only  hope  to  sell  it  for 
6  cents.  By  the  mid-Seventies  gas  was 

short  supply,  utilities  were  refusing  to 
cept  new  customers  and  many  natural- 
s-burning industries  had  to  shut  down 
uring  the  winter  of  1976-77  so  that 
omeowners  wouldn't  shiver. 
While  total  energy  use  in  the  U.S.  grew 
y  5%  between  1972  and  1978,  natural 
s  consumption  fell  by  15% — the  only 
ajor  fuel  to  decline.  Production  fell 
om  a  peak  of  22.6  trillion  cubic  feet  in 
?72  to  19.3  trillion  in  1978.  Reserves 
ummeted  by  90  trillion  cubic  feet,  or 
1%,  in  the  Seventies  alone.  The  result 
I  as  been  that  we  now  are  forced  to  buy 
is  from  countries  like  Canada  at  more 
lan  $3  per  1,000  cubic  feet. 
By  late  1978  the  mess  was  so  obvious 
lat  Congress  passed  the  landmark  Natu- 
:1  Gas  Policy  Act,  which  did  away  with 
le  two-tier  price  structure  and  allowed 
atural  gas  prices  to  rise  gradually 
irough  1985,  after  which  controls 
tauld  be  completely  lifted. 

1  The  result  will  be  a  revival  for  gas 
roducers  and  utilities  that  seems  likely 

jj  i>  extend  into  the  middle  of  the  decade, 
/en  if  the  oil  industry,  currently  Ameri- 
i's  favorite  scapegoat,  seems  destined 
b  wind  up  under  some  kind  of  utility- 
rpe  regulation. 

[The  signs  of  the  gas  revival  are  abun- 
int:  About  a  quarter  of  a  million  resi- 
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Converting  oil  furnace  to  gas 
Now,  some  reason  to  believe. 

dential  users  converted  from  oil  to  gas  in 

1979,  according  to  the  American  Gas 
Association — an  increase  of  57%  over 
1978  that  overcame  a  14%  drop  in  new 
housing  starts  last  year  and  pushed  total 
residential  gas  usage  up  slightly.  Industri- 
al use  rose  by  more  than  14%.  Earnings 
of  interstate  pipelines  grew  by  10%  to 
12%  and  those  of  distribution  companies 
increased  by  4%  to  5% . 

First  Boston's  natural  gas  analyst,  R. 
Gamble  Baldwin,  believes  the  wholesale 
end  of  the  business — natural  gas  trans- 
mission companies — will  have  overall 
earnings  growth  over  the  next  five  years 
of  close  to  10%  a  year.  The  more  politi- 
cally sensitive  retailers — gas  distribution 
utilities — will  probably  grow  only  about 
half  that  fast. 

The  market  acknowledged  this  last 
year  with  a  35%  increase  in  the  prices  of 
gas  utility  shares.  Analysts  like  Baldwin 
believe  the  runup  is  not  over.  Says  Bald- 
win: "There  may  be  a  mild  down  cycle  in 

1980.  But  you  can  look  across  that  gap 
and  see  the  government  putting  in- 
creased emphasis  on  gas  to  offset  oil  im- 
ports. Over  the  long  term  these  stocks 
are  going  to  be  good." 

For  the  next  few  years,  gas  is  one  of  the 
few  bright  spots  in  the  energy  situation. 
Coal  has  been  slow  to  develop,  nuclear 
energy  virtually  stopped  and  the  U.S.  oil 
supply  hangs  by  an  OPEC  thread.  The 


U.S.  has  been  thoroughly  explored  at  rel- 
atively shallow  levels,  but  at  current 
prices  it  pays  to  delve  deeper  into  the 
earth — below  15,000  feet,  that  is.  At 
those  depths,  there  is  much  more  likely 
to  be  gas  than  oil.  The  prospects  of  find- 
ing large  additional  reservoirs  of  oil  in 
the  U.S.  are  fairly  slim,  but  the  chances 
for  gas  are  excellent. 

The  U.S.  already  produces  about  90% 
of  the  gas  it  uses.  That's  about  25%  of  its 
total  energy  usage.  Proven  U.S.  gas  re- 
serves (excluding  Alaska)  total  about  174 
trillion  cubic  feet — about  nine  years'  sup- 
ply— while  another  200  trillion  cubic  feet 
or  so  lies  in  unproven  but  known  re- 
serves, about  a  fifth  of  it  below  that 
15,000-foot  level,  where  serious  drilling 
has  just  begun.  While  the  decade-long 
decline  in  proven  gas  reserves  continues, 
the  last  two  years'  additions  to  reserves 
were  the  largest  since  the  late  Sixties. 
Some  companies,  moreover,  did  spectac- 
ularly well  in  drilling.  Houston  Natural 
Gas,  for  example,  which  handles  over 
4%  of  the  country's  volume,  found  twice 
as  much  as  it  sold.  Texas  Gas  Transmis- 
sion Corp.  brought  in  new  finds  in  the 
Gulf  of  Mexico  and  boosted  production 
from  33  billion  cubic  feet  in  1978  to  42 
billion.  One  of  the  most  aggressive  pipe- 
line companies,  Houston's  Transco  Cos., 
has  poured  over  $790  million  into  find- 
ing some  372  billion  cubic  feet  of  new 
reserves  during  the  Seventies.  Transco 
spent  $250  million  in  1979  alone,  more 
than  four  times  1979  earnings. 

Has  the  lesson  that  the  market  is  a 
better  provider  than  the  government 
been  learned?  Not  really.  Voices  are  loud 
in  the  land  for  increased  regulation,  even 
nationalization,  of  the  oil  industry.  Even 
in  natural  gas,  the  victory  of  the  free 
market  forces  isn't  complete. 

Drop  back  to  1954,  the  year  price  con- 
trols were  put  on  natural  gas.  From  that 
time  on  the  fuel  was  so  cheap  in  inter- 
state pipelines  that  whole  industries  and 
many  electrical  utilities  switched  to  nat- 
ural gas.  When  the  shortages  came  in 
the  mid-Seventies,  states  like  Ohio  ran 
out  of  gas.  So  in  the  1978  deregulation 
bill,  Congress  declared  its  intent  that 
homeowners  be  given  first  crack  at 
clean-burning,  efficient  natural  gas.  The 
bill  set  an  incremental  pricing  policy 
that,  in  effect,  makes  the  big  industrial 
users  pay  a  higher  price  than  the  small 
individual  users. 

That  seems  reasonable,  but  it  could 
have  unforeseen  results.  For  one  thing, 
this  residential  preference  could  penalize 
gas  companies  that  are  heavy  on  indus- 
trial customers  and  relatively  light  on 
home  residential  customers — for  exam- 
ple, Oklahoma  Natural  Gas,  American 
Natural,  Northwest  Energy,  Houston 
Natural  Gas  or  Columbia  Natural  Gas.  - 

But  even  when  there  is  a  balance  be- 
tween industrial  or  utility  customers  on 
the  one  hand  and  residential  users  on  the 
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Gas  utility  stocks — is  the  rise  over? 


Gas  utility  stocks  in  1979  reflected  brightening  pros- 
pects— a  few  doubled  in  price.  Best  performers:  intrastate 
integrated  companies,  followed  closely  by  the  interstate 
integrated  group-  Distributors  provided  9%  to  10%  yields. 


5-year  Return 
growth  rate  on 


Company  (12-month  revenues,  $  mil) 

revenues 

EPS 

equity 

Intrastate 

Integrated  and  Pipelines 

ENSERCH  (2,035) 

34.7% 

-9.5% 

14.3% 

Houston  Natural  Gas  (1,798) 

21.7 

15.4 

22.0 

NICOR  (1,469) 

25.4 

12.9 

16.4 

Oklahoma  Natural  Gas  (676) 

27.6 

12.3 

16.1 

Pacific  Lighting  (1,979) 

18.5 

10.3 

14.3 

Pioneer  (660) 

24.5 

14.3 

30.8 

Texas  Oil  &  Gas  (900) 

37.8 

24.7 

27.0 

Is  the  rise  over?  In  the  short  run  perhaps.  But  many 
analysts  figure  the  long-run  outlook  is  still  good,  particu- 
larly because  •  undervalued  gas  and  even  oil  reserves  of 
many  gas  companies  are  expected  to  grow  significantly. 

Latest  12      Price/  Indicated 
Book        Recent  52-week  months     earnings  dividend 

value         price  price  range  EPS  ratio  yield 


>  17.62 

29  % 

30%- 17 

$2.51 

12 

5.3% 

16.25 

40'/2 

42  -21% 

3.57 

11 

2.7 

29.49 

31% 

35%-26% 

4.84 

7 

7.9 

19.21 

24% 

26%- 18 

3.10 

8 

7.4 

27.03 

22% 

23%- 19% 

3.87 

6 

10.1 

9.46 

34% 

35%-12'A 

2.91 

12 

3.4 

16.65 

59% 

65% -32 

4.50 

13 

0.8 

Interstate 

Integrated 


American  Natural  Resources  (2,337) 

23.5 

4.2 

10.3 

42.35 

47'/2 

48% 

-36 

4.35 

1 1 

6.7 

Arkansas  Louisiana  (664) 

17.5 

2.7 

18.2 

26.87 

27% 

28% 

-15% 

2.44 

11 

4.5 

Columbia  Gas  (2,643) 

17.7 

4.3 

13.1 

32.25 

38 

40  V* 

-25% 

4.23 

9 

6.4 

Consolidated  Natural  Gas  (1,851) 

16.5 

14.6 

12.4 

45.80 

41% 

45 

-36 

5.68 

7 

7.8 

Entex  (719) 

49.5 

36.6 

26.5 

8.22 

17% 

19% 

-11% 

1.99 

9 

4.6 

Peoples  Gas  (2,442) 

27.1 

7.4 

15.2 

34.88 

43% 

44 

-31% 

5.29 

8 

6.9 

Pipelines 

El  Paso  Co  (2,769) 

12.9 

-19.0 

20.8 

15.52 

2054 

23% 

-15 

3.23 

6 

7.1 

Northern  Natural  Gas  (2,262) 

17.3 

3.7 

18.2 

41.55 

56 

57 

-33% 

7.58 

7 

5.4 

Panhandle  Eastern  (1,829) 

25.5 

10.0 

21.1 

42.27 

61 

66 

-37% 

8.91 

7 

5.1 

Southern  Natural  Resources  (1,367) 

19.1 

15.3 

17.1 

30.86 

54% 

55% 

31% 

5.27 

10 

2.7 

Tenneco  (10,446) 

15.0 

2.6 

16.5 

31.31 

38 

41% 

•29 

5.16 

7 

6.3 

Texas  Eastern  (2,649) 

17.5 

10.3 

19.1 

34.38 

67% 

69% 

-33% 

6.58 

10 

4.0 

Texas  Gas  Transmission  ( 1,532) 

15.2 

6.1 

15.8 

21.30 

26V* 

29 

-17% 

3.37 

8 

5.5 

Transco  Companies  (1,367) 

17.0 

47.5 

14.0 

18.31 

43% 

44% 

-19 

2.57 

17 

2.9 

United  Energy  Resources  (2,692) 

34.5 

59.0 

26.5 

31.53 

64 

67% 

-32% 

8.34 

8 

3.9 

Distributors 

Atlanta  Gas  Light  (547) 

20.5 

0.6 

10.4 

25.18 

14% 

17% 

•13% 

2.61 

6 

10.0 

Brooklyn  Union  Gas  (466) 

14.9 

9.8 

14.5 

23.47 

22% 

25 

-18% 

3.40 

7 

9.9 

Gas  Service  (405) 

18.1 

9.3 

14.1 

18.20 

15 

16% 

-12% 

2.56 

6 

8.5 

Laclede  Gas  (390) 

17.7 

7.8 

15.0 

24.96 

19% 

23% 

-18 

3.75 

5 

9.5 

National  Fuel  Gas  (617) 

15.0 

8.7 

11.7 

38.67 

28% 

31 

-25% 

4.51 

6 

8.9 

Washington  Gas  Light  (345) 

16.3 

-2.0 

5.0 

31.72 

22% 

27% 

-21% 

1.59 

14 

10.8 

Wisconsin  Gas  (360) 

19.0 

7.4 

14.0 

25.71 

21% 

25% 

-19% 

3.60 

6 

9.4 

other,  there  still  can  be  problems.  Hous- 
ton Natural's  CEO,  Robert  R.  Herring, 
puts  it  this  way:  "We're  under  pressure 
from  Washington  right  now  to  supply 
just  as  much  gas  as  we  can  to  reduce  oil 
imports — while  at  the  same  time  the  de- 
regulation act  says  that  by  1990  we  can't 
be  supplying  gas  to  any  major  boiler  [i.e., 
industrial  user].  We're  probably  selling 
25%  of  all  the  gas  sold  in  the  country  to 
that  boiler  market  now.  Without  those 
customers,  we're  going  to  be  a  much 
more  seasonal  market." 

Seasonality  is  the  curse  of  any  utility,- 
it  means  idle  capacity.  Says  Herring: 
"You  also  wind  up  varying  the  take  of  a 
well  and  in  many  cases  you  damage  it  by 
pulling  hard  one  day  and  not  the  next. 
There  are  other  problems.  Take  our  Go- 
mez Field  in  West  Texas.  You've  got  at 
least  two  pipelines  that  stay  inside  the 
state  and  three  that  go  out.  We  have  to 
take  on  an  equitable  basis  from  our  pro- 
ducer leases.  Now  as  you  take  equitably 
from  one  field,  you  may  have  to  take 
even  more  from  him  [the  other  custom- 
er] in  order  to  be  equitable  in  your  take  in 
these  various  joint-type  fields.  It  can  be- 
come incredibly  complicated." 
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Obviously,  when  a  government  inter- 
venes in  the  marketplace,  even  in  a  limit- 
ed way,  that  interference  can  have  unfore- 
seeable consequences.  A  modem  society 
can't  really  go  to  laissez-faire,  but  it  is 
certainly  an  argument  for  holding  regula- 
tion to  a  carefully  thought  out  minimum. 

Deregulation  in  natural  gas,  moreover, 
has  yet  to  meet  what  may  be  its  toughest 
political  test.  As  deregulation  proceeds, 
prices  are  going  to  rise.  That  is  not  going 
to  sit  well  with  residential  gas  users, 
particularly  those  who  recently  convert- 
ed from  other  fuels.  They  will  complain, 
and  rate  commissions  will  listen.  In 
1979,  for  example,  local  rate  commis- 
sions gave  Michigan  Consolidated,  a  dis- 
tribution subsidiary  of  American  Natural 
Resources,  a  hard  time  on  rate  increases 
and  the  subsidiary  barely  broke  even  in 
1979.  In  short,  the  commission  forced 
the  distributor  to  swallow  the  higher 
cost  of  service  and  maintenance.  Moun- 
tain Fuel  Supply,  an  intrastate  gas  utility, 
too,  was  squeezed  for  two  years  by  a 
stingy  Utah  Public  Service  Commission 
and  its  earnings  took  a  nose  dive.  The 
commission,  which  had  held  off  granting 
badly  needed  rate  increases,  finally  eased 


up  somewhat  toward  the  end  of  the  year. 

But,  in  the  same  state,  governmental 
control  is  now  rearing  its  head  again! 
Last  May  the  Utah  Supreme  Court  ruled 
that  Mountain  Fuel,  which  drills  for  gas 
out  of  state,  must  include  its  Wexpro  oil 
and  gas  exploration  subsidiary  in  th< 
overall  parent  operation,  thus  putting  i 
under  the  control  of  the  Utah  Public  Ser 
vice  Commission.  The  company  has  ap 
pealed  to  the  U.S.  Supreme  Court. 

In  view  of  all  this,  chances  grow  thai 
the  heavy  hand  of  government  will 
felt  again  by  the  middle  of  the  decade 
According  to  James  L.  Ketelsen,  chain 
man  of  Tenneco  Inc.,  if  gas  prices  continl 
ue  to  rise,  "what  we  could  find  by  1985  ij 
that  people  will  be  unwilling  to  allov 
deregulation  of  new  gas." 

Again  and  again  the  market  has  prov 
en  itself  to  be  the  most  efficient  allocatoi 
of  resources.  Yet  the  temptation  to  inter 
vene  in  the  marketplace  seems  irresist 
ible.  People  who  would  go  to  the  barri 
cades  to  safeguard  the  snail  darter's  plac< 
in  the  physical  environment  seem  blinc 
to  the  ecological  role  of  profit  in  \h\ 
equally  complex  and  equally  interdepeni 
dent  economic  environment.  ■ 
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What  to  do  if  Business  Week  takes  your  advertising 
to  the  right  kind  of  people,  but  not  enough  of  them. 


Chances  are  that  if  you  think  about  advertising 
to  businessmen  you  think  of  traditional  business 
magazines— and  with  good  reason. 

But  there's  another  way  to  talk  business  to 
business  people.  Possibly  an  even  better  way. 

TIME  B  (for  Business).  It's  the  advertising  edi- 
tion of  TIME  Magazine  directed  exclusively  to 
businessmen. .  .businessmen  qualified  by  both  job 
title  and  industry.  And  TIME  B  circulates  solely  in 
the  United  States. 

It's  the  largest  all-business  circulation  you  can 
buy:  1,550,000.  And  at  the  most  efficient  price: 
almost  five  dollars  per  thousand  less  than  you  get 
through  Business  Week. 


But  is  TIME  B  really  a  business  publication? 
No,  frankly  it's  not  that  limited.  It  satisfies  the  busi- 
nessman's hunger  to  understand  the  world  in  which 
he  Hues  as  well  as  works:  it  lets  him  touch  on  art, 
humanities,  and  science;  books,  politics,  and  law. 

To  you,  they're  businessmen.  But  TIME  talks 
to  them  as  people.  And  interests  them  profoundly. 
Try  TIME  B.  It's  more  than  just  another  business 
publication. 


Circulation:  1,550,000 

Average  Household  Income:  $50,900 

B&W  Page  Rate:  $24,585 

Attended  College:  87.5% 

4-Color  Page  Rate:  $38,350 

Professional/Managerial:  100% 

1979  estimate,  updated  by  Data  Research  Company 


©  1980  Time  Inc  All  rights  reserved 


There's  a  right  TIME  for  every  advertiser. 


THAT  IS  THE  QUESTION  OF  THE  80  S 


HOW  SHOULD 
COMMERCIAL  INSURANCE 

BE  EMPLOYED  IN 
STRUCTURING  A  SOUND 
RISK  MANAGEMENT 
PROGRAM? 

Identifying  and  Evaluating  Risk. 

Accurate  risk  analysis  is  the  first 
and  most  important  step  in  determining 
the  advisability  of  self-insuring. 
James  risk  management  teams  work 
with  corporate  financial  executives 
and  risk  managers  to  identify  and 
evaluate  risks  and  then  to  project  the 
financial  impact  for  years  to  come. 
Depending  on  the  scope  and  com- 
plexity of  the  situation,  accurate 
forecasting  may  be  accomplished 
simply  by  careful  review  of  exposures 
and  loss  history,  or  it  may  require 
sophisticated  computer  analysis— we 
call  it  the  Bottom  Line  Approach, 
which  is  a  James  exclusive.  By  what- 
ever method  is  indicated,  your  com- 
pany's probable  losses  and  costs  are 
accurately  identified  and  evaluated. 

Risk  Retention  vs. 
Risk  Transfer. 

The  next  step  is  that  of  deciding 
how  to  manage  the  risks,  and  James 
plays  a  vital  role  in  these  critical 


decisions  which  can  have  a  profound 
impact  on  a  company's  cash  flow,  P&L 
statement  and  ultimately  the  bottom 
line,  itself.  If  a  Self-Insurance  program 
makes  sense— and  for  some  compa- 
nies with  either  erratic  or  unaccept- 
able loss  patterns,  it  may  not  — 
James  will  work  with  you  to  arrive  at 
acceptable  self-insurance  limits  and 
to  determine  the  level  at  which 
Excess  or  Catastrophe  protection 
should  be  used  in  the  program. 
With  this  type  of  arrangement,  your 
company  will  not  only  have  an  effi- 
cient plan  of  protection,  but  one  which 
contributes  favorably  to  the  corporate 
profit  picture,  through  improved  cash 
flow  and  reduced  cost. 

The  Role  of 
Commereial  Insurance. 

Knowing  the  markets  is  critical  in 
the  selection  of  insurance  carriers 
and  in  structuring  the  best  program 
for  your  operations.  As  a  national 
broker  with  a  very  large  premium 
volume,  we  know  where  the  best 
terms  are  available  for  specific  cover- 
ages and  we  know  those  markets 
that  are  most  responsive  to  your  pro- 
tection needs  at  any  given  time. 

Additionally,  we  have  substantial 
negotiating  leverage  with  many  of 
the  country's  strongest  and  most 
highly  regarded  insurance  compa- 
nies. To  the  extent  that  commercial 


insurance  is  practical  and  desir- 
able, James  employs  a  broad  array 
of  experience  and  knowledge  in  find- 
ing the  best  market  for  each  insured 
portion  of  your  program. 

Administering  a 
Self- Insurance  Program. 

As  every  risk  manager  knows,  the 
administration  of  a  Self-Insurance 
program  is  a  complex,  multi-faceted 
assignment.  James  experts  work 
with  your  staff  to  help  ease  the  han- 
dling and  continue  cost  efficiency. 
From  James  Technical  Service  experts 
who  aid  in  engineering  a  safer 
environment  (thereby  reducing  losses 
and  loss  expenses)  to  the  James 
professionals  who  expedite  claims 
payments  (thereby  improving 
employee  relations)  to  the  James 
statisticians  who  provide  continuing, 
computerized  reports  on  loss  data 
by  location  (thereby  permitting  imme- 
diate expense-reducing,  corrective 
action),  you  have  a  team  that 
understands  all  of  the  problems, 
copes  with  them,  and  provides  serv- 
ices that  fulfill  the  promise  of 
efficient  financial  management 
through  prudent  Self-Insurance. 

The  Matter  of  Captives. 

Sometimes,  instead  of  using  a  large 
deductible,  or  other  forms  of  self- 
insurance,  it  makes  sense  to  set  up  a 


captive  insurance  company.  Before 
the  decision  is  made,  it  takes  a  thor- 
ough investigation,  professional 
assessment  and  mature  consideration. 
If  a  captive  is  utilized,  it  will 
require  constant  surveillance,  con- 
tinuing analysis,  very  specialized 
professional  management  and  a 
corporate  resolve  to  monitor  under- 
writing decisions,  particularly  as 
H!'|  they  apply  to  levels  of  retention, 
scope  of  risk,  structure  of  rein- 
surance, and  consideration  of  risks 
outside  of  the  parent  company.  James 
Captive  Management  and/or  Captive 
Advisory  Services  perform  exception- 
ally well  in  these  areas,  thereby 
functioning  as  a  veritable  extension 
of  your  Corporate  Financial  and 
I  Risk  Management  operations. 
Xj     For  complete  information  about 
James  self-insurance  services,  phone 
your  nearest  James  office,  or  write 
to  our  President,  William  E.  Burch, 
230  West  Monroe,  Chicago,  Illinois 
60606. 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


Risk  management  is  essential  to  sound  financial  management. 


For  all  of  earth's  creatures,  water 
is  the  fountain  of  life. 


Our  planet  has  one  fixed,  limited  supply  of  water.  And  because  we  use  that  supply  over 
and  over  again,  one  of  modern  science's  most  urgent  challenges  is  to  remove  the  pollutants  which 
result  from  everyday  usage. 

FMC  provides  important  elements  of  the  essential  technology.  We  design  and  build 
advanced  equipment  for  incorporation  in  wastewater  treatment  systems  of  municipalities  and 
industries,  or  of  individual  factories,  schools,  hospitals,  and  resorts. 

As  part  of  our  treatment  technology,  we  have  developed  an  oxygenation  process  to  speed 
bacterial  decomposition  of  wastes,  and  a  hydrogen  peroxide  process  to  remove  obnoxious 
odors.  We  also  make  chemicals  to  control  algae. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  environmental  equipment,  food  and 
agricultural  machinery,  industrial  and  agricultural  chemicals,  material  handling,  construction 
and  mining  equipment.  Write  FMC  Corporation,  200  East  Randolph  Drive,  Chicago  60601 . 
Or  call  800-621-4500  (in  Illinois:  312-861-5900) 


-FMC 


unshine  Minings  president  is  putting  all  of 
us  eggs  in  one  basket.  A  silver  basket. 


Michael  Boswell 
and  his  Arab 
friends 


nshine  Mining  President  G  Michael  Boswell 

itting  out  of  distractions  like  manufacturing  to  bet  everything  on  silver. 


By  Michael  Kolbenschlag 

The  Sunshine  Mining  Co.  is  best 
known  for  the  giant  silver  mine  of  the 
same  name  it  operates  in  the  Coeur  d'A- 
1  en  e.  district  of  northern  Idaho.  In  recent 
years,  however,  the  Dallas-based  com- 
pany has  gained  half  of  its  income  and  as 
much  as  75%  of  its  revenues  from  other 
operations  like  fencemaking,  electronics 
and  oil  and  gas. 

All  that  changed  last  year  when  the 
price  of  silver  soared  to  $27  an  ounce, 
more  than  four  times  its  price  in  1978. 
Sunshine's  estimated  earnings  quadru- 
pled with  the  higher  price  of  silver,  rising 
to  $13  million,  or  $2  per  share,  on  rev- 
enues of  $75  million. 

A  one-shot  performance?  If  silver  re- 
mains at  these  lofty  levels  or  soars  above 
them,  it  will  be  breaking  all  precedent, 
but  G.  Michael  Boswell,  Sunshine's  39- 
year-old  president,  insists  that  1979  was 
not  a  fluke.  He  is  liquidating  all  of  Sun- 
shine's nonsilver-related  manufacturing 
operations  and  is  planning  to  expand  fur- 
ther into  silver,  using  Arab  petrodollars 
plus  money  raised  through  the  sale  of 
unique  silver-backed  securities.  The  re- 
sult, says  Boswell,  "will  be  a  vertically 
integrated  metals  firm  devoted  solely  to 
silver." 

Since  1918,  when  the  company  was 
founded,  Sunshine  and  its  partners,  the 
Hecla  Mining  Co.  and  Silver  Dollar  Min- 
ing Co.,  have  extracted  over  300  million 
ounces  of  silver  from  the  Sunshine 
mine — of  which  Sunshine  owns  57%, 
Hecla  33%  and  Silver  Dollar  10%.  Bos- 
well, who  took  over  the  $130,000-a-year 
(plus  bonus)  Sunshine  presidency  in 
1977,  says  that  "management  in  the  past 
just  plain  ignored  the  basic  asset  of  the 
company.  They  didn't  put  the  kind  of 
manpower  or  investment  into  the  mine 
that  was  needed." 

Since  taking  office,  Boswell  has  done 
just  that,  plowing  $12  million  into  cap- 
ital improvements  since  1978,  with  an- 
other $20  million  scheduled  for  invest- 
ment in  the  early  1980s.  This,  he  says,  is 
only  the  beginning.  The  Sunshine  mine 
produced  about  5  million  ounces  of  silver 
last  year.  Boswell  predicts,  "It  will  be 
producing  7  million  ounces  by  1983  and 
in  excess  of  9  million  ounces  by  1985." 
However,  Boswell  says  he  can  see  silver 
rising  substantially  higher  in  the  decade 
that  has  just  started.  Putting  his  money 
where  his  mouth  is,  Boswell  plans  to 
purchase  additional  silver-producing 
properties  while  anticipating  production 
at  a  Nevada  mine  in  which  Sunshine  has 
a  two-thirds  interest.  "If  our  plans  work 
out,  we'll  be  getting  as  much  silver  from 
the  other  properties  as  we'll  be  getting 
from  Sunshine,"  he  says.  If  that  happens, 
that  would  give  Boswell  18  million 
ounces  a  year,  worth  $486  million  at 
current  prices. 

To  get  that  production  he  talks  of  in- 
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vesting  ;i  staggering  $300  million  in  new 
silver  properties.  Where  is  all  that  money 
coming  from:  Boswell  is  selling  Sun- 
shine's manufacturing  subsidiaries — 
fencemaker  Anchor  Post  Produets  Inc. 
and  electronics  firms  Piezo  Crystal  and 
Premier  Metal  Products — to  a  newly 
formed  company  run  by  the  former  man- 
agers of  these  operations.  He  will  raise 
$28  million  from  the  sale.  Beyond  this, 
Boswell  has  some  novel  ideas.  If  his  fi- 
nancial advisers  can  successfully  negoti- 
ate their  way  through  a  morass  of  SEC 
and  IRS  regulations,  he  intends  to  sell 
either  silver-backed  securities  or  silver- 
backed  debt  issues  to  both  U.S.  and  in- 
ternational investors. 

He  got  his  idea  in  part  from  the  Mexi- 
can government,  which  has  issued  1,000- 
peso  bonds  pegged  to  the  price  of  oil,  and 


the  French  government,  which  has  in- 
dexed certain  bonds  to  gold.  (There  are  a 
number  of  U.S.  railroad  bonds  issued  in 
the  1880s  whose  redemption  was  prom- 
ised in  gold,  but  the  promise  was  voided 
when  the  U.S.  made  gold  holding  illegal 
in  the  1930s.)  One  of  Boswell's  securities 
could  be  a  preferred  stock  that  would  pay 
a  cash  dividend  of  5%  or  6%.  Sunshine- 
would  agree  to  redeem  the  stock  at  par 
value  in  terms  of  a  fixed  ratio  of  silver 
weight  to  value. 

The  alternative  would  be  a  bond.  It 
would  be  redeemable — after  five  years, 
say — for  a  fixed  amount  of  silver.  With 
silver  backing,  Boswell  thinks  such  a 
bond  could  carry  an  interest  rate  less 
than  half  the  current  prime  lending  rate. 
What  the  buyers  would  lose  in  interest 
they  would  gain  in  inflation  protection — 
on  the  assumption,  of  course,  that  silver 
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will  continue  to  increase  in  price. 

There  are  risks  in  all  this,  both  for  the 
investor  and  for  Sunshine.  If  silver  drops 
in  price,  the  investor  would  be  left  hold- 
ing a  piece  of  paper  with  a  low  interest 
rate  and  of  relatively  low  quality.  Could 
silver  drop  in  price  if  inflation  continues? 
Of  course,  it  could.  What  goes  up  also 
comes  down,-  and  silver  went  up  last 
year.  Remember  what  happened  to  gold 
back  in  1976.  It  dropped  from  nearly 
$200  an  ounce  to  $100  an  ounce  while 
inflation  raged. 

Yet  another  problem:  Should  runaway 
inflation  develop,  Sunshine's  cost  of  pro- 
duction could  increase  to  the  point 
where  it  would  be  extremely  burden- 
some to  deliver  the  promised  silver.  On 
the  other  hand,  should  the  price  of  silver 
rise  as  handsomely  as  Boswell  thinks  it 


will,  the  promise  to  deliver  silver  at  a 
fixed  price  would  penalize  future  profits. 

Nevertheless,  Sunshine's  lawyers  are 
currently  deciding  which  of  the  two  in- 
struments is  the  more  desirable  and  are 
devising  an  array  of  downside  protec- 
tions for  both  the  company  and  the  in- 
vestor. Boswell  hopes  to  launch  the  first 
$50  million  of  these  instruments  in 
1980,  possibly  offering  them  first  to  his 
own  shareholders  and  later  to  a  wider 
domestic  and  international  audience. 

Boswell's  mind  clearly  runs  to  the  un- 
orthodox deal.  Last  summer  he  horse- 
traded  160,000  shares  or  3%  of  Sun- 
shine's stock  to  Arab  financier  Roger 
Tamraz  of  the  First  Arabian  Corp.  for 
First  Arabian's  London-based  commod- 
ities firm,  J.H.  Rayner  (Holdings)  Ltd.  He 
is  now  restructuring  Rayner  so  it  can 
serve  as  his  international  bullion  dealer. 


Sunshine  Mining  is  precisely  the  kin 
of  investment  that  appeals  to  Arab  o: 
money.  It  bothers  the  Arabs  to  exchang 
oil  for  depreciating  paper  dollars.  By  cor 
trast,  it  makes  sense  to  many  of  them,  ii 
effect,  to  swap  their  oil  for  other  rd 
sources  in  the  ground.  Capitalizing  oi 
this,  Boswell  plans  to  place  control  of  thj 
company  with  an  Arab  group  that  wil 
give  him  a  free  rein  in  running  the  com 
pany.  Here's  the  story: 

Boswell  is  a  tall,  native  Texan,  bor 
near  Dallas,  schooled  in  finance  and  lav 
at  Southern  Methodist  University  am 
fond  of  flamboyant  speech,  Swedish  Ti 
ger-brand  three-piece  suits  and  $300  Luc 
chese  boots.  He  was  originally  put  n 
charge  of  Sunshine  by  Nelson  Bunke 
and  William  Herbert  Hunt,  the  Dallai 
petromagnates  who  took  the  compan 
over  in  a  bloody  1977  tender  offer,  whicl 
left  them  with  28%  of  the  6  millio] 
shares  of  common  stock.  Last  June,  howj 
ever,  Boswell  bought  out  the  Hunt  intet 
ests  with  money  borrowed  from  th 
company  when  the  tender  offer  stallet 
short  of  a  full  takeover.  Now  Boswell  ha. 
sold  the  Hunt  stock  to  the  Luxembourg 
based  Arab  Investor  Group,  which  cori 
sists  of  Saudi  and  Kuwaiti  private  inves 
tors.  Why  Arabs?  "Because,"  he  replies 
"we  were  looking  for  a  very  stable  long 
term  equity  investor  who  would  not  seel 
to  control  Sunshine  but  merely  be  satisj 
fied  to  see  his  investment  appreciate  in 
fashion  that  we've  outlined  to  him  n 
advance."  Looking  pleased  with  himseli 
Boswell  calls  the  Arabs  "silent  partners.'! 

Boswell  has  gotten  some  flak  for  th( 
Arab  deal  from  Andrew  G.  Racz,  presii 
dent  of  Racz  International  division  of  th« 
New  York  securities  firm  Philips,  Appe 
ik  Walden,  Inc.  A  minority  investor  ii 
Sunshine,  a  metals  analyst  and  a  bull  oi 
silver,  Racz  gives  Boswell  high  marks  fo 
putting  Sunshine  Mining  on  the  road  t< 
becoming  the  only  totally  integrated  sil 
ver  company  in  the  U.S.  But  he  flunky 
Boswell  for  concluding  his  deal  with  th« 
Arabs  in  only  two  days  with  little  or  n< 
dickering  while  both  the  price  of  silve 
and  the  price  of  Sunshine  stock  wen 
climbing  dramatically.  He  is  particularly 
miffed  that  Boswell  turned  down  his  of| 
fer  on  behalf  of  U.S.  investors  that  waj 
$1  per  share  higher  than  the  Arabs'  deal 
"For  $33  million  Boswell  is  handing  ovej 
the  American  silver  market  to  thi 
Arabs,"  he  gripes.  Racz  is  appealing  to 
influential  congressmen  to  stop  the  deal 
But  Boswell  considers  the  matter  closed 
"It's  a  little  unfortunate  that  the  gentle 
man  had  to  take  an  adverse  position  lr 
this  transaction,"  he  says  in  an  unusua 
moment  of  understatement. 

Mike  Boswell  clearly  has  giant  ambi 
tions.  Can  he  fulfill  them?  That  questior 
can  only  be  answered  with  another  ques- 
tion: What's  going  to  happen  to  the  price 
of  silver?  We're  not  brash  enough  to  an 
swer  that  one.  ■ 
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Shift  change  at  Sunshine,  the  1 .5. '  largest  silver  mine,  in  Kellogg,  hlalx> 
Will  silver's  quadrupled  price  in  the  last  year  keep  soaring? 
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HOW  GOOD  DO  YOU  WANT 
TO  LOOK  IN  RIO  TONIGHT? 


The  kind  of  impression  a  me- 
dium makes  is  as  important  as 
the  number  of  impressions  it 
delivers. 

Which  is  only  one  reason  we 
suggest  you  consider  the  re- 
gional editions  of  Newsweek  In- 
ternational as  a  better  alternative 
to  local  media. 

The  unique  cachet  of  News- 
week International  is  as  dra- 
matic—and persuasive— as  a 
woman  exquisitely  dressed,  or  a 
jewel  masterfully  set. 

Newsweek  is,  after  all,  a  truly 
international  medium.  Its  global 
view  of  events  and  world-wide 
credibility  tend  to  seek  out— and 
deliver— a  more  sophisticated 
reader. 


Newsweek  International  is 
written  in  English— the  common 
language  of  international  busi- 
nessmen, and  a  natural  selector 
of  highly-educated,  highly- 
placed  readers. 

The  combination  creates  the 
perfect  setting  for  an  important 
multi-national  advertisement.  It 
provides  the  prestige  of  a  re- 
spected medium  and  the  effi- 
ciency of  a  highly  concentrated 
audience.  An  audience  filled  to 
the  brim  with  men  of  position, 
power  and  personal  income. 

In  short,  an  audience  that 
looks  very  good. 

In  Rio. 

In  Stockholm. 
And  so  on. 
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Historical  accounting  for  real  estate  compa- 
nies makes  less  sense  evety  day.  Unfortunate- 
ly, the  alternatives  are  perilously  confusing. 


The  real 
REIT  world 


Numbers  Game 


Last  year  the  Financial  Accounting 
Standards  Board  finally  got  up  the 
nerve  to  deal  with  inflation.  It  did 
so  by  requiring  companies  to  supplement 
their  historical  figures  with  so-called 
"current-cost"  numbers.  The  new  infor- 
mation can  be  calculated  a  number  of 
ways,  such  as  by  multiplying  historical 
figures  by  a  specially  constructed  price 
index.  But  the  FASB  realized  the  same 
methods  would  not  work  for  everybody 
and  decided  to  exempt  some  industries 
temporarily.  One  of  these  was  real  estate 
firms,  notably  real  estate  investment 
trusts  (REITs). 

Now,  the  FASB  is  ready  to  deal  with 
the  REITs. 

Of  course,  when  the  FASB  deferred  a 
decision  on  REITs,  nobody  but  the  REITs 
really  cared.  Only  the  bravest  of  souls 
was  even  considering  them  as  invest- 
ments. After  the  debacle  of  the  mid-Sev- 
enties when  soaring  interest  rates  and  a 
crashing  real  estate  market  virtually  de- 
stroyed many  REITs,  the  acronymical 
companies  seemed  to  spell  only  trouble. 

Now,  however,  there  is  a  resurgence  of 
interest  in  REITs  (Forbes,  Aug.  20,  1979). 
In  fact,  an  index  of  publicly  traded  REITs 
is  up  over  30%  from  last  year.  An  infla- 
tion-wracked stock  market  has  grown 
infatuated  with  real  estate  and  has  been 
expressing  increased  affection  for  these 
once  lowly  companies — many  of  which 
are  now  property  owners,  not  money- 
lenders as  they  were  about  a  decade  ago. 

As  interest  in  REITs  has  grown,  people 
are  scrutinizing  their  accounting.  Next 
month  the  FASB  will  issue  a  preliminary, 
experimental  set  of  rules  for  current- 
cost — not  historical — accounting.  With- 
in 12  to  18  months  REITs  will  be  com- 
pelled to  add  this  information  to  their 
books  on  a  supplementary  basis. 

No  doubt  there  is  a  huge  gap  between 
REIT  historical  values  and  reality.  A 


good  real  estate  market,  high  inflation 
and  the  rules  on  depreciation  have  cre- 
ated that  chasm.  Says  Stanley  H.  Wein- 
stein,  executive  vice  president  of  Wis- 
consin Real  Estate  Investment  Trust: 
"We  bought  one  of  our  assets  for  about 
$6  million.  We've  depreciated  it  down  to 
roughly  $4  million.  And  we've  just  refi- 
nanced property  with  a  $4.4  million 
mortgage.  So  we're  in  a  position  where 
we  could  walk  away  from  the  property  at 
any  time,"  he  says,  the  distaste  clear  in 
his  nasal  voice.  "Yet,  under  standard  ac- 
counting, we  still  have  to  depreciate  it  at 
$200,000  a  year." 

The  point  is  that  a  property  often 
doesn't  really  decline  in  value,  but  under 
conventional  historical  cost  accounting 
it  must  be  shown  as  doing  so. 

Ronald  D.  Utt  of  the  National  Associ- 
ation of  Real  Estate  Investment  Trusts, 
Inc.  thinks  the  solution  is  simple:  "A  real 
estate  company  consists  of  a  number  of 
readily  identifiable  properties.  You  can 
easily  value  30  or  40  apartment  build- 
ings. Appraisers  can  come  up  with  an 
estimate  of  what  that  portfolio  is  worth 
within  about  10%  either  way." 

Unfortunately,  Utt  seems  to  be  the 
only  one  who  finds  the  process  so  sim- 
ple. "It's  very  easy  to  get  excited  about 
fair-value  accounting  when  you  have 
three  downtown,  fully  leased  office  build- 
ings," says  the  head  of  Arthur  Andersen 
&.  Co.'s  real  estate  department,  Henry  J. 
Murphy.  "But  a  lot  of  these  trusts  have  a 
heck  of  a  mixed  bag;  raw  land,  golf 
courses,  warehouses,  etc.  And  that 
makes  it  much  more  difficult." 

The  real  stumbling  block  is  accurate 
evaluation  of  that  mix.  The  SEC,  for  ex- 
ample, has  suggested  that  real  estate 
companies  simply  use  replacement  val- 
ue. The  SEC  is  wrong.  Think  about  it. 
For  an  apartment  house  or  a  shopping 
center,  location  is  crucial.  Many  build- 
ings in  New  York's  South  Bronx  would 
cost  millions  to  replace — but  are  worth 
nothing  to  anyone  but  cockroaches. 

But  what's  wrong  with  Utt's  appraisal 


solution?  Not  only  is  it  expensive,  it  ha 
flaws.  Says  Sylvan  M.  Cohen,  presiden 
of  Pennsylvania  Real  Estate  Investmen 
Trust,  "All  of  us  know  there  is  nothin, 
too  scientific  about  an  appraisal  even  b 
the  most  qualified  of  appraisers.  An  ap 
praiser  may  use  comparables,  but  ther 
are  never  two  pieces  of  property  that  ar 
exactly  alike.  He  may  capitalize  earninj 
power,  but  whether  this  is  a  true  test  i 
highly  questionable." 

Capitalizing  earning  power  (using  ; 
"cap  rate")  is  the  most  commonly  ac 
cepted  method  for  valuing  real  estate 
Figure  out  the  cash  flow  and  multiply  b 
a  fair  rate  of  return.  If  the  cash  flow  is  $ 
million  and  the  going  rate  of  return  i 
10%,  the  value  is  $10  million. 

But  such  calculations  may  be  meanin, 
less,  Cohen  maintains,  if  someone  il 
willing  to  pay  over  "standard"  marke 
price.  An  Arab  potentate  may  settle  fori 
3%  return  (and,  in  fact,  many  real  estat< 
men  say  that  foreign  money  has  brough 
down  the  average  cap  rate),  while  ; 
strapped  businessman  may  need  fou 
times  that  to  service  his  debt. 

Then,  of  course,  there  is  the  volatility 
of  real  estate  markets  themselves.  Sayi 
Arthur  G.  Von  Thaden,  chairman  (j 
BankAmerica  Realty  Investors,  a  larg< 
San  Francisco-based  REIT,  "Cap  rates  il 
the  last  three  or  four  years  have  bouncec 
all  over  the  place.  In  1975  they  were  W°/t 
to  12%,  and  now  we've  gone  to  the  nev 
er-never  land  of  a  low  8% .  The  real  estatt 
hasn't  changed." 

Because  of  the  inconsistency  of  caj 
rates  and  the  fact  that  properties  cai 
change  value  at  the  drop  of  a  neighbor 
hood,  Arthur  Andersen's  Murphy  talki 
about  a  safer  system:  "Just  show  a  five 
year  projection  of  cash  flow  and  let  tho 
investor — existing  or  potential — figur^ 
out  the  value  of  those  cash  flows. 

But  isn't  more  information  always  betj 
ter?  And  if  you  give  all  your  assumptionsj 
why  not  offer  a  suggested  current  valui 
for  properties? 

For  one  thing,  REITs'  officers  may  nai 
want  to  give  full  information  to  investors 
all  the  time.  Murphy:  "There  is  a  down 
side  risk.  If  you  go  to  fair-value  state* 
ments,  it  can  go  down  as  well  as  up.  Ius; 
look  at  what  happened  between  197 
and  1976.  These  guys  who  think  it's  g 
ing  to  go  up  every  year  are  going  to 
surprised  the  first  year  they  get  hit." 

Then  there's  the  risk  of  being  wrong 
You  might  estimate  an  asset's  value  ai 
$  10  million  and  then  sell  it  for  $9  million 
a  week  later.  Even  if  it  brought  in  a  gooc| 
profit,  investors  might  get  angry  enough 
to  sue.  And  they  might  not  just  sue  th 
company;  the  auditors  and  appraise] 
could  also  be  victims. 

That  is  clearly  a  problem.  If  appraise 
are  to  come  up  with  a  fair  evaluation  of 
property,  they  must  be  given  some  pp 
tection  from  shareholder  suits.  Oth 
wise,  there  will  be  a  lot  of  very  conserv, 
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FORBES,  JANUARY  21,  1981 


Announcing  a  new  edition  of 

FORBES 
STOCK  MARKET  COURSE 

Everything  you  need  to  know  about  investing, 
in  one  authoritative  manual. 


There  is  a  well  known  stock  market 
theory  called  "the  greater  fool  theory." 
It  says  iff  an  investor  pays  too  high  a 
price  for  a  stock,  a  greater  fool  will 
always  come  along  and  give  the  first 
buyer  a  profit  by  paying  even  more. 
Needless  to  say,  it  does  not  always 
work.  Yet  some  people  are  prepared  to 
take  their  chances  with  this  theory. 
Still  more  follow  it  unconsciously. 
This  announcement  about  the  new 
edition  of  Forbes  Stock  Market  Course 
isnot  for  either  group.  However,  iff 
you  put  as  much  care  in  investing  in 
stocks  as  you  would  in  investing  in  a 
house,  or  another  substantial 
purchase,  this  is  a  message  for  you. 
Forbes  Stock  Market  Course  could 
minimize  the  risk  off  losing  money  and  maximize  poten- 
tial gains  so  that  both  time  and  the  modest  investment 
would  be  repaid  over  and  over  again. 

Q.  Are  you  missing  opportunities?  Why  hold  on  to  your 
stocks  while  the  market  goes  up  and  down,  when  you 
can  learn  to  sell  near  the  peak  and  huy  in  again  near  the 
bottom.  Learn  to  take  advantage  of  the  swings  and 
harvest  your  capital  gains. 

Q.  Why  pay  more  for  a  stock  than  you  need  to?  Learn  how 
to  give  your  broker  specific  orders  to  buy  at  the  price  you 
want. 

Q.  Are  "options"  too  difficult?  With  a  potential  for  huge 
gains  and  a  limit  on  losses,  options  should  be  a  possible 
choice  in  your  investment  strategy.  Learn  what  they  can 
do  for  you. 

These  are  but  three  of  the  topics  covered  in  Forbes 
Stock  Market  Course.  The  course  was  planned  by 
Forbes  to  fill  a  gap  revealed  by  readers'  letters  to 
Forbes  editors.  While  magazine  articles  dealt  with 
particular  companies  and  various  aspects  of  invest- 
ing, Forbes  readers  complained  of  a  lack  of  a  source  of 
basic  knowledge  and  a  comprehensive  survey. 

The  Forbes  Stock  Market  Course  is  just  this  inves- 
tor's "Bible."  It  is  based  on  the  experience  of  Wall 
Street  professionals.  Its  ideas  are  solid  and  sound. 
Many  investment  books  are  based  on  the  crackpot 
theories  of  their  authors.  This  Course  is  a  distillation 
from  the  successes  and  mistakes  of  experts.  It  comes 
with  the  stamp  of  approval  of  Forbes  editors  and  is 
recommended  by  many  brokers  to  their  customers  as 
the  one  reliable  guide  to  investing. 

15  sections  of  basic  investing  material. 

From  first  to  last,  Forbes  Stock  Market  Course  puts  the 
emphasis  on  tactics  and  knowledge  you  can  use,  not 
"blue-sky"  theory.  Everything  you  need  to  know  is 
explained  in  clear  everyday  language.  Organized  into  15 
sections,  it  moves  step  by  step  from  a  basic  explanation 
of  how  the  market  works  to  more  sophisticated  areas 
familiar  to  professionals,  but  usually  beyond  the  ken  of 
the  average  investor.  A  tab  index  is  provided  to  make  the 


course  convenient  for  easy  and  repeated 
reference. The  332  pages  are  easily  removable 
section  by  section  from  the  ring  binders. 

Examine  the  Course  for  10  days. 
Free. 

Originally  conceived  as  a 
multi-volume  correspondence  course, 
Forbes  Stock  Market  Course  has 
been  refined  into  a  single  manual.  You  are 
invited  to  examine  the  newly  updated 
edition  to  satisfy  yourself  that  it  can  assist 
you  in  your  investment  decisions. 

To  receive  the  Course  for  a  10-day 
inspection  period,  fill  out  and  mail  the 
coupon.  When  you  receive  the 
course,  see  for  yourself  how  it  can  help 
you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a 
standby  reference.  Only  then  need  you  send  a  check 
for  $47.50  plus  postage  and  handling.  If,  for  any 
reason,  you  are  not  satisfied,  return  it  and  owe  noth- 
ing. The  risk  is  ours  and  we  know  from  the  few 
manuals  returned  how  satisfied  most  buyers  are.  Before 
you  invest  another  dollar,  mail  the  coupon  right  away. 


Sturdy  ring  binder  and  tab  index 
Actual  size:  I'M/2"  x  10%" 
332  pages 

41  graphic  charts,  graphs 
and  tabulations 

Self  evaluating"Financial  Inventory  and 
Stock  Analysis  Guide" 
Fully  indexed 

Investors  kit  of  supplementary 
materials:  charting  materials, 
list  of  long-term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business 
and  Securities  Trends,  glossary  of 
investment  terms  etc. 

Fill  out — Clip— Mail  Today 

FORBES  INC. 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me  the  15-lesson  Forbes  Stock  Market  Course 
for  10  days  free  examination.  After  10  days,  I  will  remit 
$47.50  plus  postage  and  handling,  or  return  the  course  and 
owe  nothing. 

Name  


Address. 
City  


.State. 


_Zip. 


I   I Check  here  if  you  enclosed  $47.50  to  save  postage 

and  handling  costs.  Same  10-day  refund  guarantee. 
(N.Y.C.  order  add  8%-and  other  N.Y.S.  4%  to  8%  as 
required  by  law)  2003 


tive  estimates.  However,  it  doesn't  seem 
wise  to  insulate  the  companies  from  suit, 
or  they  will  doubtless  push  the  assessors 
for  high  evaluations. 

Estimating  on  the  conservative  side 
can  even  be  a  danger.  Explains  Murphy, 
"Once  you  get  to  fair-value  accounting, 
you've  really  told  everybody  what  you're 
worth.  If  somebody  comes  in  to  make  a 
tender  for  you,  you're  screwed.  They 
could  offer  you  a  premium  of  10%,  and 
where  do  you  negotiate  from?" 

In  the  real  world,  of  course,  anyone 
interested  in  taking  over  a  REIT  will  use 
his  own  appraisers  anyhow.  And  if,  in 
evaluating  their  properties,  the  REITs 


have  to  make  a  suggested  price,  they're 
no  worse  off  than  any  other  company 
under  the  new  accounting  guidelines. 

There  are  problems  with  every  kind  of 
valuation  process,  and  whatever  the 
FASB  comes  up  with  will  doubtless  result 
in  confusion  and  possibly  lawsuits.  Per- 
haps the  most  logical  solution — and  one 
which  they  have  likely  discussed — will 
involve  multiplying  cash  flow  by  some 
kind  of  appraiser-determined  cap  rate. 
An  appraiser  need  consider  fewer  vari- 
ables (like  rising  rents)  in  arriving  at  the 
cap  rate  since  they  are  taken  into  ac- 
count in  a  projected  cash  flow.  So  the 
process  is  quicker,  cheaper  and  more  dis- 


interested than  other  methods.  And  b 
keeping  the  process  out  of  the  hands  d 
the  REITs  and  in  the  hands  of  appraiser! 
there  is  less  chance  of  cooked  books 

The  jump  from  crystal  clear — thougj 
wrong — historical  accounting  to  complel 
and  confusing  current-cost  accounting  jj 
like  moving  from  arithmetic  to  calculus 
Unfortunately,  no  Isaac  Newton  has  ye 
figured  out  the  calculus  of  current-cosi 
accounting.  But,  like  any  enterprise  i 
inflationary  times,  thereal  estate  industn 
must  come  to  grips  with  the  real  world  d 
risk  atrophying  in  its  own  mythology,  a 
so  many  steel  companies  and  railroad 
have.— Richard  Greene 


How  do  you  diversify  out  of  the  one-product- 
line  dilemma  when  you  get  to  be  around  $1 
billion  in  sales?  Here's  AMP's  surprising — and 
successful— solution:  Don't. 

The  AMP 
connection 


A PORTRAIT  OF  THE  LATE  UncaS  A. 
Whitaker,  founder  of  AMP,  Inc., 
dominates  the  company's  Harris- 
burg,  Pa.  headquarters  lobby  just  as  the 
executive  offices  upstairs  are  still  steeped 
in  his  philosophy.  "Whit  always  said  the 
perfect  recipe  for  a  company  was  the 
'magic  10s,'  "  says  J.D.  Brenner,  presi- 
dent and  chief  executive  officer.  "Real 
growth  of  at  least  10%  a  year,  minimum 
10%  aftertax  margins  and  at  least  twice 
10%  on  equity."  Brenner  leans  back 
cheerfully.  "That's  what  we  try  to  do." 

No  wonder  he's  cheerful;  most  of  the 
time  AMP  does  better  than  the  "magic 
10s."  Last  year  it  earned  over  $120  mil- 
lion aftertax  on  more  than  $1  billion  in 
sales,  for  a  return  on  equity  of  about 
30%.  It  has  been  clicking  off  average 
growth  rates  of  15%  or  more  practically 
forever,  without  a  single  acquisition. 
This  darling  of  the  institutions  (Chemi- 
cal Bank  and  [.P.  Morgan  between  them 
hold  some  4.8  million  of  the  36.2  million 
shares)  traded  recently  at  40,  a  generous 
12  times  earnings. 

AMP  has  achieved  this  impressive  rec- 
ord with  a  most  unprepossessing  product 
line:  electrical  connecting  devices.  Whit- 
aker led  AMP,  which  began  in  1941,  in 
pioneering  a  relatively  simple  "crimp" 
technique  for  connecting  wires  and  ter- 
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minals  and  a  hand  tool  to  do  it  that  often 
replaced  laborious  hand  soldering. 

A  nice  business,  that,  but  too  easy  to 
get  into;  there  are  limitless  ways  to  con- 
nect one  metal  thing  to  another,  many  of 
them  simple.  So  there  were  and  are  hun- 
dreds of  U.S.  competitors,  including  the 
likes  of  ITT,  Amphenol,  3M  and  TRW. 
Overseas,  where  AMP  gets  nearly  half  its 
revenues,  there  are  several  hundred  oth- 
ers. So,  how  to  get  an  edge? 

Fortunately,  Whit  also  invented  an 
enormously  successful  business  formula. 
First,  be  on  the  leading  edge  with  product 
improvements.  This  was  Whitaker's 
forte,  particularly  when  it  came  to  the 
automated  machinery  for  attaching  con- 
nectors that  proliferated  in  the  1950s. 
Second,  broaden  the  line  by  logical  ex- 
tensions from  existing  items — today 
AMP  offers  over  60,000  different  types 
and  sizes  of  connectors,  ranging  from 
three-millimeter  items  to  special  cable 
splices  that  are  six  inches  wide. 

Beyond  that,  AMP's  real  secret  weap- 
on has  been  to  build  the  product  into  a 
customer's  plants  so  thoroughly  he'd 
practically  have  to  tear  them  down  to  get 
it  out.  AMP  engineers  design  automated 
connector-fastening  machines  to  fit  into 
industrial  assembly  lines,  sometimes 
even  while  the  end  product  is  still  being 


designed.  They  install  the  machine^ 
train  the  operators  and  maintenanc 
men  to  service  and  repair  the  machine 
and,  when  technology  advances,  replacl 
the  machines.  So  AMP  not  only  ownj 
the  machines,  it  also  provides  the  onl 
workable  "razor  blades"  for  its  custom 
made  "razors."  About  two-thirds  d 
AMP's  $1  billion  volume  is  in  connec 
tors,  some  at  premium  prices,  some  noj 
that  feed  all  those  cost-cutting  machines 

To  run  this  carefully  planned  compan1 
AMP  likes  to  "overhire,"  as  Brenner  put| 
it — assign  people  initially  to  jobs  tha| 
don't  quite  come  up  to  their  capabilities 
Brenner  himself  has  been  with  AMP  fa 
nearly  33  years,  coming  up  through  thj 
ranks  of  engineering  and  manufacturing 
He  says,  "Whit  didn't  treat  management 
as  a  pure  skill,  like  ITT  does.  Everybodj 
here  has  to  be  steeped  in  the  business 
That's  called  'knowing  the  territory.'  " 

But  the  sayings  of  Chairman  Whil 
didn't  cover  everything.  AMP  was  joltei 
shortly  after  its  founder's  death  in  1975 
Earnings,  which  never  declined  seriousl' 
in  previous  recessions,  collapsed  in  197, 
from  $1.23  a  share  to  73  cents.  "Twi 
things  were  wrong,"  says  Brenner,  stil 
cheerful.  "Primarily,  our  sales  were  ol 
because  customers  were  liquidating  hugi 
inventories,  and  our  managers  oversea) 
were  faced  with  inflexible  labor  cost 
during  a  slowdown." 

So  Brenner  came  up  with  some  solu 
tions  of  his  own.  Diversify  the  product 
Not  at  all.  Rather,  diversify  the  markets 
Now  the  recession-resistant  compute: 
industry  accounts  for  almost  30%  of  do' 
mestic  sales,  while  consumer  products 
take  just  10%.  Overseas  volume  mean 
while  has  more  than  doubled. 

How  long  can  AMP  continue  these 
fugue-like  variations  on  its  central 
theme?  Brenner,  who  soon  must  pass  on 
Whit's  baton  (he  is  62),  is  starting  to  go  £ 
little  farther  afield.  Working  backward; 
from  connectors,  AMP  is  increasing!) 
developing  electromagnetic  filters  impor 
tant  to  computer  makers,  and  specialized 
electrical  cable  among  other  products. 

But  Whit's  formula  still  holds:  Don 
diversify;  elaborate.  ■ 

FORBES,  JANUARY  21,  1981 
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  What  kind  of 

accounting  f  inn  doesn't 
stop  at  the  bottom  line? 

The  bottom  line  isn't  the  only  thing 
.you  have  to  consider  in  your  business. 

And  it  shouldn't  be  the  only  thing  your 
accountant  considers. 

In  our  view,  an  accounting  firm  owes 
/ou  some  innovative  thinking,  too.  About 
/our  business,  and  ways  to  improve  it. 

Which  means  what,  exactly? 

Well,  among  other  things,  it  means 
nelping  you  evaluate  your  internal 
!  accounting  controls— to  satisfy  your  own 
oarticular  needs,  regardless  of  what  the 
SEC  may  ask  for  eventually. 

It  means  having  people  who  under- 
stand your  business— its  accounting 


practices,  its  regulatory  environment,  its 
financial  pressures. 

It  means  having  the  tax  know-how 
(and  sophisticated  computer  programs) 
to  run  through  all  the  tax  alternatives 
available  to  you— and  to  come  up  with 
the  one  that  hurts  least. 

At  Deloitte  Haskins  &  Sells,  it  means 
all  this  and  a  whole  lot  more. 

When  all  is  said  and  done,  nobody 
who's  anybody  in  business  thinks  only 
about  the  bottom  line.  Rnlnitta 
As  accountants,  we  U6IOITI6 

think  our  job  is  to  UQclrinc  Qollo 
go  beyond  it        ndoMlla  '  UCIIO 

Beyond  the  bottom  line™ 


D 1979  Deloitte  Haskins  &  Sells,  1 1 14  Avenue  of  the  Americas  New  York,  N  Y  10036 


If  you  can't  be  like  Merck  &  Co.,  maybe  you 
can  be  like  Bristol-Myers.  Or  maybe  not. 


Is  there 
growth  in 
corn  plasters? 


By  Harold  Seneker 

The  last  two  years  of  Richard  J. 
Bennett's  four-year  stint  as  CEO 
of  Schering-Plough  Corp.  are  going 
to  be  the  most  crucial  in  his  career.  What 
Bennett,  63,  does  about  his  company's 
biggest  problem  will  do  a  lot  to  deter- 
mine the  prospects  of  Schering-Plough 
for  a  long  time  to  come. 

Bennett's  problem  is  Garamycin,  an 
antibiotic  widely  used  by  hospitals  all 
over  the  world  in  the  treatment  of, 
among  other  things,  burn  victims.  His 
main  patents  on  the  drug  are  about  to  run 
out — in  May  in  the  U.S.  and  within  two 
years  in  France,  Germany  and  elsewhere. 
Schering-Plough  sells  a  quarter-billion 
dollars  of  the  stuff  worldwide,  only  1 7% 
of  corporate  sales  of  $1.5  billion,  but  a 
good  40%  of  profits  (which  totaled  some 
$220  million  last  year).  Bennett  has  to 
find  something — or  several  some- 
things— to  replace  it.  It  won't  be  easy, 
and  the  cost  will  be  high.  Here's  how  one 
drug  analyst,  Joseph  Riccardo  at  Bear, 
Steams,  figures  the  scope  of  the  problem: 
"fust  look  at  what  happened  to  older 
antibiotic  drugs  when  they  went  off  pat- 
ent. I  speculate  Garamycin's  price  has  to 
drop  at  least  25%."  Even  on  a  30%  after- 
tax margin,  that  gets  a  little  tough  after  a 
while.  No  wonder  the  stock  sells  at  a 
mere  8  times  earnings  when  Merck  sells 
at  15  and  Bristol-Myers  at  1 1. 

Bennett's  predecessors,  including  the 
previous  CEO,  W.H.  Conzen,  now  chair- 
man of  the  board,  had  it  easy  by  compari- 
son. Thanks  in  large  part  to  Garamycin, 
this  high-quality  drug  company  ran  off  a 
superb  growth  record  and  built  up  an 
equally  superb  balance  sheet:  Profits 
have  compounded  at  18%  over  the  past 
decade,  return  on  equity  is  over  21%, 
there  is  zero  debt  against  $1  billion  in 
stockholders'  equity  and  $250  million  in 
cash  on  hand. 
Okay,  so  what  do  you  do? 
Bennett  sits  with  visitors  at  the  mar- 
ble-topped table  in  his  comer  office  at 
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Schering-Plough  CEO  Richard  J.  Bennett 


What  else  can  his  $250  million  buy? 

the  company's  headquarters  in  Kenil- 
worth,  N.J.,  and  works  hard  at  seeming 
effortlessly  poised.  He  is  voluble,  and  his 
argument  well  organized,  as  befits  the 
former  company  lawyer.  "Our  follow-on 
to  Garamycin,  Netromycin,  is  coming 
along.  Then  there  are  sisomicin  and  ro- 
saramicin.  .  .  .  Looking  five  years  ahead, 
we  see  no  down  years,  just  a  little  slower 
growth  rate  in  1 980  and  1 98 1 .  In  the  long 
run,  it  is  our  intention  to  sustain  our 
12%  growth  rate." 

If  Bennett  sounds  a  bit  guarded — "our 
intention" — well,  he  is.  Netromycin  is 
supposed  to  be  somewhat  more  effective, 
with  fewer  side  effects,  than  Garamycin, 
while  doing  basically  the  same  things — 
and  it's  patentable.  But  doctors  have  long 
since  learned  to  control  Garamycin's 
side  effects  so  well  that  Schering-Plough 
has  no  idea  how  it  will  be  able  to  prove  to 
the  Food  &  Drug  Administration  that 
Netromycin  will  actually  be  safer  in  man, 
not  just  in  laboratory  rats.  Meanwhile, 
the  generic  version  of  Garamycin  will 
have  become  by  far  the  cheaper  drug.  Of 
the  other  antibiotics,  sisomicin  won't  be 
sold  in  the  key  U.S.  market,  and  rosara- 
micin,  which  would  be  one  more  broad- 


spectrum  antibiotic  on  an  already  sizatl 
list  of  them,  is  still  arduous  years  of  te 
ing  and  regulatory  delay  away  from  t 
marketplace.  So  the  first  thing  Benne 
wants  to  do,  find  a  new  big  drug,  isj 
working  out.  The  company  pours  abd 
$75  million  a  year  into  research.  In  i 
turn,  besides  Bennett's  antibiotics,  the 
have  been  asthma  remedies,  dermatolq 
ical  drugs  and  other  products  in  a  fail 
steady  stream — but  no  blockbuster  li 
Garamycin. 

So  then  what?  Maybe  buy  some  md 
drug  action  through  acquisitions?  "Tht 
are  a  couple  of  factors  against  us,"  sia 
Bennett.  "First,  there  aren't  that  mai 
available.  Second,  there  can  be  antitix 
problems.  Third,  you  have  to  negotiata 
price.  We  were  in  the  bidding  for  Alc< 
Labs,  for  example,  but  we  couldn't  pay 
much  as  Nestle';  in  Europe  they  doi 
have  to  set  up  and  then  depreciate  goo 
will  on  their  books  as  we  do."  Bennett! 
hoping  the  right  hi-tech  medical  equj 
ment  company  will  come  along,  but  1 
doesn't  sound  overly  optimistic. 

Poor  fellow,  all  that  cash  and  borroi 
ing  power,  and  nothing  to  buy  with  it. 

But  wait.  He  has  found  somethir; 
namely  Scholl,  Inc.,  the  company  thl 
makes  the  foot  pads  and  com  plastei 
Revenues,  $250  million.  Earnings,  aboi 
$12  million.  Price,  $130  million.  "The! 
is  obvious,"  says  Bennett  happily.  "De: 
nitely  allied  to  our  consumer  produc 
business,  but  no  overlap,  and  they  enji 
a  great  consumer  franchise  both  here  £ 
in  England  and  Germany." 

The  fit  is  with  the  Plough  side 
Schering-Plough — long-established  coi 
sumer  products  like  Di-Gel,  Copperton 
Maybelline,  St.  Joseph  Aspirin — built  i 
by  old  marketing  genius  Abe  Ploug 
"We'll  do  all  the  printing  for  Scholl  at  o] 
own  big  plant  in  Memphis,  and  they 
use  our  in-house  ad  agency,"  says  Bej 
nett,  enumerating  benefits. 

It's  a  convincing  case  on  sever 
counts,  but  less  than  that  on  one  countn 
prospects  for  growth.  Alas,  Scholl  has  tiJ 
classic  symptoms  of  a  mature  businea 
Since  1973,  sales  have  barely  kept  ahej 
of  inflation,  except  for  a  bump  from  ove 
seas  in  1978,  largely  due  to  currency  i| 
valuations.  Total  profits  did  not  exce« 
the  1973  level  until  1978,  when  Schq 
management  was  negotiating  the  acqu 
sition,  and  even  then  margins  still  laggc 
badly  behind  1973. 

Still,  the  terrible  imperative  "Thd 
Shalt  Grow,"  which  drives  all  public 
held  companies,  drives  Bennett  to  bi| 
earnings  in  consumer  products. 

The  trouble  is,  that  game  has  limit 
too.  As  far  as  Wall  Street  is  concemei 
absent  a  new  blockbuster  drug  or  a  reii 
carnation  of  Abe  Plough,  the  limit  c 
Schering-Plough  at  present  seems  to 
eight  times  current  earnings,  no  ma 
how  many  pleasant  but  routine  busine 
es  Bennett  strings  together.  ■ 

FORBES,  JANUAR 


We  studied  world  timber  markets 
before  advising  a  Finnish  client 
on  cash  flow  projections  and 
foreign  currency  debt  structure. 


It  was  a  tough  job. 

In  an  industry  already  beset  with  cost  and  price 
problems,  the  client  also  had  to  contend  with  fluctuating 
foreign  currencies. 

Sometimes,  things  really  jammed  up. 

To  set  it  all  right,  it  took  an  international  network  of 
treasury  management  specialists.  A  network  working  in 


the  world's  major  money  centers  where  an  effective 
hedging  scheme  could  be  devised. 

And  they  had  to  be  backed  up  solidly  Backed  up 
by  a  bank  whose  solid  experience  with  major  clients 
helped  develop  cash  flow  projections.  And  debt 
options  in  alternate  currencies.  And  a  workable  solution. 

Want  the  same?  Tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK 


j  Membei  FDIC 


New  York  City,  Buffalo,  Miami,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  (akarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Riode  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tokyo,  Toronto. 


ONE  OFTHESE  COMPANIES  HAS  LARGER 
ASSETS  THAN  ANY  OF  THE  OTHERS. 

WHICH  ONE? 


McDonalds 


Johnson  &  Johnson 


Kroger 


PepsiCo 


Ralston  Purina 


Continental  Telephone 


All  are  Forbes  500  companies. 

But  only  one  has  2.6  billion  dollars  in  assets.  And  grew  to 
that  size  in  19  short  years. 

The  mystery  company?  Continental  Telephone  Corporation. 

And  if  that  comes  as  a  surprise  to  you,  you  should  learn 
more  about  us. 

Like  the  fact  that  we've  quietly  become  the  third  largest 
non-Bell  telephone  companv  in  America.  Serving  more  than  2,000 
communities  in  the  United  States,  Canada  and  the  Caribbean  with 
over  3  million  telephones.  That  we've  increased  our  net  income 
200%  in  the  last  decade.  And  paid  increased  dividends  each  year 


since  our  first  declaration  in  1964. 

That  1978  revenues  and  sales  rose  17%  over  1977.  Net  in- 
come increased  21%.  And  earnings  per  common  share  climbed  17%. 

But  that's  not  all. 

Figures  for  the  first  six  months  of  1979  are  looking  even 
better.  With  net  income  up  20%  to  $56.3  million.  Revenues  and 
sales  up  18%  to  $544  million.  Earnings  per  share  up  14%  to  $1.09. 

If  you're  ready  for  more  facts  and  figures,  write  to  us  at 
56  Perimeter  Center  East,  Atlanta,  GA  30346. 

Continental  Telephone  Corporation. 

Don't  be  surprised  if  you're  hearing  a  lot  more  about  us. 


E  Continental  Telephone  Corporation 


{ growth  company  in  the  textile  business?  In 
act,  it  would  be  hard  to  beat  little  Guilford 
alls'  record  in  just  about  any  industry. 


Knitting  up 
a  storm 


By  James  O'Hanlon 

VEN  BY  THE  STANDARDS  of  the  pe- 

^  rennially  out-of-favor  textile  in- 
Jm  dustry,  smallish  Guilford  Mills 
■979  revenues,  $196  million)  commands 
I  puny  price/earnings  ratio.  It  sold  re- 
[  •ntly  at  just  three  times  its  1979  earn- 
jgs  of  $7.88. 

[But  its  P/E  and  its  relative  sales  volume 
le  the  only  puny  numbers  that  Guilford 
Isplays.  Since  going  public  in  1971  the 
Rreensboro,  N.C.  company  has  im- 
■oved  its  original  20%  -plus  return  on 
■uity  to  a  rare  42%  in  its  last  fiscal  year; 
m  July  it  will  have  quadrupled  sales,  and 
m  earnings  could  be  as  high  as  $5  a 
Icently  split  share.  Its  secret:  highly 
Hitomated  production  in  the  warp-knit- 
litig  process  in  which  it  specializes.  Guil- 
lird's  2, 100  employees  will  produce  sales 
H  close  to  $100,000  per  employee,  corn- 
Bred  with  perhaps  $36,000  for  a  big 
sit'aver  like  $2.6  billion  (revenues)  Bur- 
Ijigton  Industries. 

if  Warp-knitting  uses  only  the  length- 
wise (warp)  yarns  with  no  crosswise  or 
l|ling  yarns,  and  can  produce,  at  high 
I  feed,  fabrics  up  to  260  inches  wide — far 
i :  der  than  can  other  knitting  or  weaving 
f  i^hniques.  But  warp-knitting  has  its 
f,  awbacks:  The  machines  can't  handle 
i  fe  nubs,  snags  and  other  minute  vari- 
Mions  of  natural  fibers.  Therefore  warp- 
b jutting  has  traditionally  been  used  to 
m  synthetic  yarns  into  cheap  greige 
'onounced  gray,  and  meaning  unfin- 
!  led)  goods  that,  after  dyeing  and  finish- 
|-|g,  go  into  inexpensive  undergarments 
I  id  bedding.  Warp-knitting  cannot  pro- 
!  ee  denim,  corduroy  or  any  of  the  other 
pular  woven  fabrics  that  sustain  the 
\l  textile  companies. 
Iln  giving  warp-knitting  a  wide  berth, 
\z  bigger  textile  producers  left  a  nice 
;he  for  Guilford  in  a  business  with 
plique  cost  efficiencies.  Guilford's  700 
lest  German  warp-knitting  machines 
a,  unlike  other  knitting  equipment, 
iduce  1-ounce-per-square-yard  fabric 


for  women's  blouses  and  20-ounce-per- 
square-yard  industrial  fabric  on  the  same 
machines.  They  can  switch  from  one 
fabric  to  another  within  hours,  as  op- 
posed to  days  for  other  knitting  equip- 
ment. Says  tall,  husky  Charles  A.  Hayes, 
Guilford's  44-year-old  chairman  and 
chief  executive,  "We  patterned  ourselves 
after  the  small,  innovative  warp-knitting 
companies  that  we  came  across  during 


Guilford  Chairman  Charles  A  Hayes 


Rare  profits  doing  one  thing  well. 

our  machine-buying  trips  to  Europe. 
They  had  developed  finishing  techniques 
that  were  unheard-of  over  here." 

Since  1971  Guilford  has  often  spent 
twice  its  depreciation  on  new  equip- 
ment, twice  as  much  as  has  normally 
been  spent  in  the  industry.  Meanwhile 
Hayes  and  his  small  research  and  devel- 
opment team  have  devised  new  ways  of 
dyeing,  printing,  napping  and  embossing 
to  turn  greige  cloth  into  close  copies  of 
satins,  velours  and  velvets  for  the  in- 
creasingly fashion-conscious  low-to- 
middle-income  apparel  markets.  "Fiber 
companies  like  Celanese  develop  certain 
types  of  yarn  for  us,"  says  President  and 
Chief  Operating  Officer  George  Green- 
berg,  a  tall  ex-World  War  II  combat  ma- 


rine. "Then  Chuck  Hayes  and  his  re- 
search team  come  up  with  something 
that  is  wanted  on  the  market  and  can't 
be  gotten  elsewhere." 

Lately  Guilford  has  invaded  the  high- 
er-priced garment  area  with  an  inexpen 
sive  nylon  velvet  called  Voyant,  now  go- 
ing into  garments  with  labels  [ike  Calvin 
Klein  and  Christian  Dior.  Apparel- 
makers  account  for  some  80%  of  Guil- 
ford's sales,  though  no  single  customer 
exceeds  $5  million.  As  sharp  in  market- 
ing as  in  production,  Guilford  presells 
giant  retailers  like  Sears,  Roebuck  and 
J.C.  Penney  who  then  specify  Guilford 
fabrics  to  faithful  suppliers  like  Jonathan 
Logan  and  Kellwood  Co. 

Hayes  left  his  father's  upstate  New 
York  dairy  farm  at  16  to  work  in  a  nearby 
warp-knit  finishing  plant  whose  big  cus- 
tomer was  Guilford.  When  Guilford's 
founder  and  boss,  James  Hornaday,  de- 
cided in  1960  to  integrate  his  then-$4 
million-sales  knitting  operation  forward 
into  producing  finished  cloth,  he  hired 
Hayes  and  Maurice  Fish  man  (currently 
Guilford  vice  chairman  and  senior  vice 
president)  to  build  a  dyeing  and  finishing 
plant  from  scratch.  By  that  time  Hayes 
knew  finishing  inside  out — an  asset, 
along  with  youth  and  natural  leadership 
ability,  not  lost  on  Hornaday.  Says 
Greenberg,  "Today  Chuck  probably 
knows  more  about  warp- knitting  than 
any  man  alive." 

Hayes  today  owns  17%  of  Guilford's 
common,  while  Hornaday-  retired  and 
in  good  health  at  82— has  gradually  liqui- 
dated his  holdings  down  to  9%.  All  told, 
Hornaday  and  Guilford's  officers  own 
60%  of  the  shares.  Tikeovers?  Not  un- 
less Hayes  wants  one. 

A  thoughtful,  reticent  man,  Hayes  ex- 
pects 15%  annual  growth  through  1985. 
He  also  foresees  warp-knitting  methods 
for  natural  fibers.  He  has  already  devel- 
oped two  new  products  with  huge  auto- 
motive potential:  Guilford's  snap-in  in- 
tenor  auto  roof  is  already  widely  used  in 
the  new  lighter  ears,-  and  its  polyester- 
based  upholstery  is  given  a  good  chance 
to  replace  the  vinyl  now  commonly  used 
in  car  interiors. 

Of  course,  Guilford  has  no  magic 
shield  against  recession:  Hayes  says 
automotive  orders  (10%  of  sales)  are  al- 
ready down.  But  he  sees  the  company 
riding  out  any  storm  of  less  than  biblical 
proportions.  Says  he:  "We  are  in  the  for- 
tunate position  of  carrying  no  short-term 
debt,  and  all  of  our  $20  million  in  long- 
term  debt  is  carried  at  8 '/>%." 

His  biggest  concern  is  the  larger  textile 
firms.  "They  are  beginning  to  catch  up 
with  our  innovations,"  he  says.  "If  they 
are  good  technicians  they  can  take  their 
time  and  figure  out  what  we  are  doing." 
He  looks  worried  for  only  a  second  and 
says:  "Warp-knitting  is  a  billion-dollar 
business  now  and  it's  just  beginning  to 
grow.  Westill  give  itall  our  attention."  ■ 
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Faces 

Behind  The  Figures 


Edited  by  Robert  J.  Flaherty 

Leverage  now, 
diversification  later 

For  a  package  of  common  and  preferred 
stock  worth  over  $750  million  (around 
$50  per  Southwestern  share,  or  2.5  times 
book  value),  Houston-based  Tenneco  Inc. 
last  December  agreed  to  buy  Southwest- 
ern Life,  a  well-managed  Dallas  insurer 
with  $10  billion  in  force.  But  make  no 
mistake,  cautions  Chairman  and  CEO 
James  L.  Ketelsen,  Tenneco  still  thinks 
of  itself  as  an  energy  company,  with  50% 
of  its  revenues  ($11  billion  in  1979)  and 
70%  of  its  profits  coming  from  oil,  gas 
and  pipelines.  For  now,  the  stock  swap 
will  allow  Tenneco  to  build  those  busi- 
nesses, he  says,  and  ten  years  from  now, 
when  the  bloom  on  energy  begins  to 
fade,  Southwestern  will  be  growing. 

"This  acquisition  will  allow  Tenneco 
to  put  more  money  into  the  oil  and  gas 
business  than  we  could  have  otherwise," 
explains  Ketelsen,  49,  a  big  (6-foot-3- 
inch),  trim  man.  "We  have  as  much  debt 
as  we  can  afford  without  an  increase  in 
equity.  This  will  give  us  another  $750 
million  [in  equity  with  no  debt  attached). 
We  can  leverage  that  to  borrow  $400 
million  to  $500  million  more,  which  we 
will  invest  in  domestic  oil  and  gas." 

The  $1.2  billion  Ketelsen  has  budgeted 
for  energy  development  (not  including 
offshore  leases)  in  1980  will  go  mostly 
into  conventional  oil  and  gas  but  also 
into  alternative  energy  projects,  includ- 
ing a  20%  partnership  in  the  nation's 


Ketelsen  of  tenneco 

A  $750  million  double  play. 


first  full-scale  coal-gasification  plant  in 
North  Dakota  and  into  tar-sands  in  Al- 
berta. Alternative  energy  schemes  will, 
at  best,  result  in  costly  fuels  even  by 
energy  standards  of  the  mid-1980s.  Ke- 
telsen admits  that,  when  the  gasification 
plant  begins  producing  pipeline-grade 
gas,  around  1986,  the  stuff  will  cost  at 
least  $7  per  thousand  cubic  feet.  Com- 
pare that  with  $2.30  per  mcf  today  for 
"new"  domestic  natural  gas  and  $3.60  to 
$4  for  gas  from  Mexico  and  Canada.  Ke- 
telsen is  betting  those  prices  will  be  al- 
lowed to  rise  fast  enough  and  far  enough 
so  that  his  coal  gas  can  compete. 

Tenneco,  which  has  long  been  diversi- 
fication-minded, has  other  things  going 
for  it  to  cushion  the  risk — farm  and  con- 
struction machinery,  auto  parts,  ship- 
building and  insurance  (two  companies 
with  Southwestern).  That's  why  Ketel- 
sen is  so  high  on  his  latest  acquisition. 
"Right  now  our  energy  area  is  growing 
faster  than  our  other  businesses,"  Ketel- 
sen says,  "but  we're  aware  that  in  the 
1990s  that's  going  to  decline.  We  are 
trying  to  build  our  other  businesses  so 
we'll  continue  to  be  a  growing  and  satis- 
factory investment  for  our  shareholders 
when  that  happens. "—Jane  Cannichael 

Follow  the  leader 

One  of  these  days,  Congress  is  going  to 
get  around  to  enacting  federal  loan  guar- 
antees on  money  at  risk  in  synthetic 
fuels  development,  and  when  that  hap- 
pens Morton  M.  Winston,  49,  the  volubly 
energetic  lawyer  who  heads  up  Los  An- 
geles-based Tosco  Corp.,  expects  almost 
immediately  to  announce  that  Tosco 
will  undertake  the  U.S.'  first  commercial 
oil  shale  project.  Tosco,  which  started 
out  as  The  Oil  Shale  Corp.,  launched  its 
first  oil  shale  pilot  project  back  in  the 
mid-Fifties  and  had  been  all  set  to  scale 
up  to  commercial  levels  back  in  1974 
when  regulatory  uncertainties — most  of 
them  now  resolved — brought  its  plans  to 
a  halt. 

When  that  happened,  Tosco  acquired 
Phillips  Petroleum's  West  Coast  refinery 
and  moved  into  the  big  time.  Now  the 
U.S.'  second-largest  independent  gaso- 
line refiner  (after  Ashland  Oil),  Tosco 
had  a  nine-month  profit  in  1979  of  $55 
million  on  $1.4  billion  in  sales. 

As  Winston  sees  it,  the  history  of  re- 
source development  invariably  involves 
moving  from  higher-  to  lower-grade  raw 
material  and  developing  the  technology 
to  use  it — as  the  U.S.  did  when  its  high- 
grade  iron  and  copper  reserves  were  ex- 
hausted. But  that  hasn't  happened  in  oil. 
Instead  of  exploiting  lower-grade  materi- 
als, oilmen  have  concentrated  on  produc- 
ing conventional  oil  in  increasingly  hos- 
tile and  high-cost  environments — like 
the  North  Sea  and  Alaska's  North  Slope. 
Winston  thinks  that  will  change.  Even 
oil  shale,  he  maintains,  now  has  the  eco- 


Winston  of  Tosco 

Ready  when  you  are.  Uncle  Sam. 


nomic  edge.  Oil  shale,  he  says,  can  b 
developed  for  $25,000  per  daily  barrel  c 
capacity,  vs.  more  than  $27,000  for  cor 
ventional  oil,  and  produced  economical 
at  $25  a  barrel. 

Winston  also  argues  that  the  $1.2  b| 
lion  plant  Tosco  plans  to  build  in  north 
west  Colorado  (in  partnership  with  At] 
lantic  Richfield)  will  have  a  far  greatej 
impact  than  its  modest  47,000  barrel-a 
day  output  might  suggest.  There  is  plenj 
ty  of  oil  shale  all  over  the  world — i 
Brazil,  Sweden,  Morocco,  China  an 
elsewhere — but  the  deposits  have  neve 
been  developed  because  nobody  as  y 
has  been  willing  to  risk  hundreds  of  mi 
lions  on  a  technology  that  has  yet  to  bj 
proved  commercially.  Winston  insisn 
that  Tosco  not  only  has  the  technologj 
but  will  also  bring  its  demonstration 
plant  in  within  the  economic  parameter 
it  has  set  for  itself. 

"Once  we  get  our  plant  on  stream  ii 
1984,"  Winston  says,  "there'll  be  othe 
projects  getting  under  way  all  over  th| 
world.  We're  already  beginning  to  hea| 
from  countries,  oil  companies,  individl 
uals  asking  how  long  it  would  take  tc 
move  if  they  wanted  to  move.  Once  th\ 
first  generation  comes  on  in  the  U.Sj 
you  can  quadruple  or  quintuple  that  numi 
ber  with  ease  all  around  the  world."  Am 
once  .that  happens,  Winston  concludes 
the  world  will  finally  begin  to  mak< 
progress  in  freeing  itself  from  its  ruinoul 
dependence  on  imported  conventional 
oil. — fames  Cook 


Round-the-clock  service 

If  Charles  Schwab  has  his  way,  he'll  dc 
for  the  brokerage  business  what  aut 
mated  tellers  already  have  done  for  ba 
ing.  Schwab,  an  athletic  42-year-old  w 
founded  and  runs  the  nation's  bigges 
discount  brokerage  outfit,  San  Francisc 
based  Charles  Schwab  &  Co.,  expec 
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15  years  of  solid  growth 

have  positioned 
Ako  Standard  for  the  80's. 


Alco  Standard  Corporation  reports  that  its  fiscal 
year  ended  September  30, 1979,  was  the  finest 
ever  for  the  company  with  record  revenues, 
income  and  earnings  per  share.  For  the  twelve 
months  ended  September  30, 1979,  revenues 
rose  to  a  high  of  $1,925,064,000,  up  from  the 
$1,548,532,000  attained  in  fiscal  1978.  Net  income 
and  primary  earnings  per  share  were  also  at 
record  levels  reaching  $50,358,000  and  $5.05 
respectively. 

In  addition,  a  year-end  extra  cash 
payout  of  $.07  per  common  share 


ALCO 


was  declared,  along  with  a  regular  quarterly  cash 
dividend  of  $.35  per  share.  This  is  the  fourth 
consecutive  year  for  the  company  to  declare 
a  year-end,  extra  cash  payout.  For  calendar  year 
1979,  Alco's  total  dividend  payout  increased  to 
$1.47  which  is  20%  ahead  of  the  $1.22  per  share 
paid  in  calendar  1978. 

If  you  would  like  to  know  more  about  Alco 
Standard,  we  invite  you  to  write  for  our  1979 
Annual  Report.  Alco  Standard  Corpo- 
ration, Dept.  Fl,  Box  22479,  Cleveland, 
Ohio  44122. 


The  Corporate  Partnership  „ 

Valley  Forge,  Pennsylvania 

Serving  the  areas  of  Manufacturing,  Distribution,  anil  Resources 


Faces 

Behind  The  Figures 


within  the  next  nine  months  his  cus- 
tomers will  be  able  to  place  orders  round- 
the-clock,  seven  days  a  week. 

To  accomplish  this,  he  is  installing  a 
computerized  on-line  order  entry  system 
linking  up  19  Schwab  &  Co.  offices 
around  the  country  to  terminals  on  the 
floors  of  the  New  York  and  American 
Stock  Exchanges.  With  the  new  system, 
customer  calls  will  be  received  by  a 
broker  who  will  punch  the  orders  on  a 
computer  terminal,  instantaneously 
moving  them  to  the  trading  floor.  The 
firm  already  has  such  a  hookup  with  the 
Pacific  Stock  Exchange. 

A  graduate  of  Stanford  and  its  business 
school,  Schwab  ran  his  own  investment 
advisory  service  from  1963  to  1971, 
when  he  sold  it  to  set  up  a  full-service 
brokerage  firm.  It  wasn't  until  May  1, 
1975,  when  the  Securities  &  Exchange 
Commission  eliminated  fixed-rate  com- 
missions, that  Schwab  got  his  big  break. 
"I  wasn't  sure  what  was  going  to  hap- 
pen," he  recalls.  "I  really  thought  firms 
like  Merrill  Lynch  would  lower  their 
rates."  When  the  big  retail  outfits  hiked 
their  rates  instead,  Schwab  moved 
quickly  to  establish  a  beachhead  in  the 
discount  business.  He  recruited  brokers, 
expanded  his  number  of  offices  and 
launched  an  expensive  advertising  blitz. 

All  of  which  has  since  paid  off  hand- 
somely, making  Schwab  a  millionaire. 
His  firm  today  boasts  70,000  accounts 
and  revenues  of  $  1 7  million,  compared 
with  2,000  accounts  and  $600,000  in  rev- 
enues in  1975.  Charlie  Schwab  reckons 


Schwab  of  Oxides  Sclneab 

Every  hour,  seven  days  a  week. 


that  he  now  has  about  20%  of  the  dis- 
count brokerage  business.  He  also  reck- 
ons that  the  firm  chalked  up  a  30%  re- 
turn on  its  $5  million  capital  base.  And 
that  came  from  doing  business  just  five 
days  a  week.— Nidi  Gallnccio 

"A  dealer  in  voids" 

For  Delia  Femina,  Travisano  &  Partners, 
a  perennially  "hot"  New  York  advertis- 
ing agency,  1979  was  positively  torrid. 
With  a  big  assist  from  an  acquisition — an 
agency  billing  $24  million  a  year  and 
boasting  a  client  roster  that  includes 
Sharp  Electronics  and  Arnold  Bakers — 
Delia  Femina,  Travisano's  total  billings 
last  year  rose  nearly  50%,  to  over  $135 
million. 

"An  ad  agency  can  get  so  set  in  its 
ways  that  it  stops  being  an  agency  and 
becomes  like  a  nice  cushy  law  office  or  a 
bank  instead,"  says  Chairman  Jerry 
Delia  Femina,  43,  who  started  in  the 
agency  business  as  a  copywriter  coming 
up  with  such  immortal  lines  as  "Your  fly 
is  open"  to  plug  Talon  zippers.  "I'm  a 
dealer  in  voids.  I  learned  many  years  ago 
that  when  there's  a  hole  you're  supposed 
to  jump  into  it."  Thirteen  years  of  this 
kind  of  plunging  has  made  his  agency's 
$3  million  in  annual  pretax  income  one 
of  the  trade's  better  profit  performances. 
Delia  Femina's  hilarious  book,  From 
Ttx>se  Wonderful  Folks  W/xj  Gai<e  Yon  Pearl 
Harbor,  also  was  one  of  the  better  reads 
turned  out  by  an  ad  agency  head. 

In  1979  Delia  Femina  nailed  a  gratify- 
ing number  of  new  accounts,  including 
Schlitz  Light  Beer  and  Borden's  dairy 
division.  He  got  others  to  spend  more. 
Three  years  ago  Airwick  was  a  $700,000 
client;  now  it's  an  $18  million  spender. 
"There's  a  style  that  says  don't  make 
phone  calls  to  get  new  business;  wait  for 
clients  to  call  you,"  says  Delia  Femina, 
"or  once  you've  got  a  client,  don't  im- 
prove that  business,-  just  hold  it.  That's 
not  us."  When  Delia  Femina  loses  an 
account,  he  plunges  some  more.  When 
he  lost  Bigelow  Tea  last  year,  billing 
about  $800,000,  he  went  out  and  picked 
up  Lipton  herbal  teas,  billing  an  estimat- 
ed $4  million.  Says  Delia  Femina,  "Now 
we're  committed  to  pinning  Bigelow's 
ears  back." 

A  Brooklyn  native  and  college  dropout 
who  sold  toys  at  Macy's  and  carried  bags 
of  checks  for  Citibank  before  getting 
into  advertising,  Delia  Femina  is  doing 
all  right.  He  now  owns  a  $300,000  ten- 
room  apartment  on  Manhattan's  Beek- 
man  Place.  His  annual  salary,  not  count- 
ing expense  account  perks  and  his  38% 
share  of  the  agency  profits  automatically 
retained  in  the  business,  is  about 
$250,000.  What  did  Delia  Femina,  an  un- 
apologetic  apostle  of  the  good  life,  save  in 
1979?  "Absolute  zippo,"  he  chortles, 
"and  that's  just  what  I'm  going  to  save 
next  year.  People  put  money  into  savings 


Atlman  Delia  Femina 
Lobster  tastes  better  at  43. 


accounts  so  they  can  take  it  out  at  65  an 
spend  it.  I'm  just  doing  that  now.  An 
lobster  tastes  a  helluva  lot  better  at  4 
than  at  65  because  maybe  by  then  you' 
have  a  pain  in  your  right  side  from  gal 
bladder  trouble." — Tlxymas Jaffe 
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Defender  of  the  Right 

Whenever  he  needs  inspiration,  attome 
Daniel  Popeo  glances  at  the  antique  dy 
namite  blaster,  innocent  of  explosivi 
now,  that  sits  next  to  his  desk  at  th 
Washington  Legal  Foundation.  As  execi 
tive  director  of  the  right-leaning,  public 
interest  law  firm,  29-year-old  Popeo  say 
he  has  one  overriding  mission:  blastin 
excessive  government  regulations  whic 
hamper  the  free  enterprise  system.  Pa 
peo  gets  his  ammunition  from  his  dail' 
scrutiny  of  the  Federal  Register  and  fron 
calls  for  help  from  around  the  country 
With  "unbridled,  arbitrary  power  of  goi 
ernment"  his  target,  he's  aiming  at: 

•  The  Federal  Election  Commissioi 
for  any  interference  in  political  contnbu 
tions  from  corporations  and  individuals 

•  The  Department  of  Energy  for,  as  h 
puts  .it,  "bureaucratic  bungling  whic 
holds  down  the  development  of  new  rei 
sources  and  regulates  the  people  whi 
have  the  potential  to  solve  this  energ] 
crisis  while  it  allows  tinhorn  Hitlers  lik« 
Khomeini  to  keep  control  over  the  work 
economy  through  their  crude  oil." 

•  The  federal  government's  refusal  tc 
hie  an  Environmental  Impact  Statement 
on  the  effect  of  its  parking  plans  for  il 
own  employees  in  Washington,  whic 
he  feels  is  giving  the  Administration  bir 
reaucracy  a  taste  of  its  own  medicine. 

His  technique  is  to  file  a  lawsuit,  jusi 
as  activists  on  the  Left  usually  do.  "Foi 
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Popeo  of  Washington  Legal  Foundation 
A  Ralph  Nader  of  the  Right? 

too  long,  the  Ralph  Naders  and  the  fane 
Fondas  of  this  world  have  had  unlimited 
license  to  say  what  the  public  interest  is. 
We  complete  the  spectrum,"  says  Popeo, 
a  burly  alumnus  of  Georgetown  Univer- 
sity (undergraduate  and  law).  So  he  has 
made  a  business,  formally  a  nonprofit 
one,  of  fighting  for  the  Right.  He  claims 
(he  won't  show  the  list)  contributions 
from  75,000  "average  Americans,"  cor- 
porations and  foundations  totaling 
$800,000  annually.  Conservative  fund- 
raiser Richard  Viguerie  helps  keep  the 
cash  coming.  Popeo  has  a  staff  of  five  and 
says  he  pays  himself  a  salary  of  "a  bit 
more  than  $25,000." 

His  firm's  services  are  unique,  he 
claims.  It  came  up  with  the  notion  of 
encouraging  crime  victims  to  sue  their 
assailants.  Right  now  he's  suing  on  be- 
half of  the  parents  of  a  Yale  coed  whose 
boyfriend  beat  her  to  death.  Between  the 
money  Yale  students  raised  for  the  de- 
fense and  the  big  bucks  the  killer  might 
make  on  his  life  story,  Popeo  hopes  to 
collect. 

Popeo  also  argued  in  a  federal  court 
that  the  Administration's  abrogation  of  a 
defense  treaty  with  Taiwan  was  uncon- 
stitutional since  the  Senate  had  not  been 
consulted.  This  was  a  major  policy  issue. 
Popeo  won  in  a  lower  court  but  the  deci- 
sion was  reversed  on  appeal. 

Popeo  says  he  acquired  his  distaste  for 
bureaucrats  through  personal  experience: 
He  used  to  be  one  himself.  As  a  federal 


trial  attorney  for  the  Department  of  the 
Interior,  he  spent  two  years  traveling 
around  the  country  enforcing  health  and 
safety  regulations  for  underground  and 
surface  mines.  He  says  he  got  so  fed  up 
with  unfairly  enforced  regulations  which 
often  closed  down  mom-and-pop  oper- 
ations that  he  quit. 

Popeo  was'  once  called  the  "Ralph 
Nader  of  the  Right"  by  a  trade  publica- 
tion. "One  year  from  now,"  he  says,  "I'd 
much  rather  someone  call  Ralph  Nader 
the  Dan  Popeo  of  the  Left." —  Beth  Brophy 

The  more  things  change.... 

Anyone  who  imagines  a  new  broom  at 
the  Interstate  Commerce  Commission  is 
going  to  sweep  a  cleaner  path  for  the 
beleaguered  railroad  industry  had  better 
think  again.  On  fan.  1  Darius  W.  Gaskins 
fr.  succeeded  A.  Daniel  O'Neal  as  ICC 
chairman,  but  Gaskins,  like  O'Neal,  be- 
lieves the  railroads  brought  their  troubles 
upon  themselves  rather  than  inheriting 
them  from  the  ICC.  So  what  if  their 
truck  competitors  cut  them  to  ribbons? 
The  reason  was  that  the  railroaders  were 
bad  businessmen,  not  just  that  they  were 
hamstrung  by  60  years  of  adverse  ICC 
regulation. 

"How  do  you  make  someone  provide 
good  service?"  Gaskins  asks.  "We  can't 
do  that  in  Washington.  All  we  can  do  is 
encourage  people  to  improve  their  oper- 
ations. Look  at  the  railroads  over  the  last 
two  decades  and  you  see  they've  been 
losing  freight  to  trucking  on  a  steady 
decline.  The  primary  reason  wasn't 
price — their  rates  are  relatively  low — it 
was  quality  of  service.  We  can't  turn 
people  into  successful  businessmen  if 
they  don't  choose  to  do  so  themselves." 

Gaskins,  a  40-year-old  former  econom- 
ics professor  at  the  University  of  Califor- 


nia, Berkeley,  has  solid  credentials  as  a: 
advocate  of  competitive  markets.  Befor 
he  took  over  the  ICC  earlier  this  montl 
he  had  been  chief  economist  for  Alfre 
Kahn  at  the  Civil  Aeronautics  Board  an 
then  a  top  policy  man  for  fames  Schlesir 
ger  during  the  Energy  Department's  pus 
for  decontrol  of  domestic  oil  prices.  H 
also  shares  O'Neal's  conviction  that  th 
railroads  ought  to  base  their  rates  on  coi 
rather  than  value  of  service,  relying  o 
competition  to  force  them  to  do  so.  "Pai 
of  the  common  carrier  obligation  is  thi 
you  hold  yourself  out  as  willing  to  can 
all  freight  that's  tendered.  But  it's  quit) 
another  thing  to  say  you'll  carry  al 
freight  at  an  average  cost — subsidizini 
some  and  overcharging  others.  Basica 
my  thrust  is  that  this  obligation  can  bl 
better  served  by  more  direct  competitio 
than  by  more  regulation." 

What  this  is  likely  to  mean  in  practic 
is  continuing  regulation  for  the  railroadj 
rate  regulation  in  particular,  and  increai 
ing  deregulation  for  the  truckers  despit 
a  divided  Congress.  The  reason  is  thi 
the  railroads'  biggest  single  commodit 
is  coal,  and  coal  is  still  largely  captive  t 
the  railroads.  Without  regulation  fe 
doubt  railroads  would  seize  the  opportij 
nity  to  charge  more  where  they  have 
competitive  advantage,  so  they  cai 
charge  less  where  they  do  not. 

"It's  conceivable  in  some  areas  we' 
rely  almost  entirely  on  the  market,"  Gai 
kins  says,"and  in  others  we  may  stq 
short  because  we  feel  that  competing 
ultimately  cannot  provide  adequate  coi 
trol.  I  don't  really  like  the  term  'deregulj 
tion'  because  it's  not  clear  how  far  wel 
go.  In  any  case,  I  don't  think  you'll  se 
anything  sudden  at  the  ICC  as  happene 
with  the  airlines.  I  plan  to  take  it 
time."— Tlx»nas  Jaffe 


ICC  Chairman  Gaskins 

"I  don't  really  like  the  term  'deregulation. 
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AMERICA'S  GOING 
OUTSIDE 


There's  a  new  generation  of  Americans  going  out- 
side. They've  found  a  new  personal  style.  A  new  way 
of  enjoying  the  wonders  of  nature  while  still  respect- 
ing our  environment.  The  lifestyle  they  have  started 
is  changing  the  nation's  ideas  about  energy,  food, 
dress — virtually  every  kind  of  consumer  product. 

Smart  advertisers  already  understand  this.  That's 
why  you'll  find  famous  names  like  International 
Harvester,  Nikon,  Perrier,  Jack  Daniels,  DuPont, 
Gulf,  Alaska  Tourism,  A.T.&.T.,  J.C.  Penney, 
Molson,  Dannon  and  General  Motors  advertising 
in  OUTSIDE  Magazine. 

OUTSIDE  is  the  guidebook  for  people  discover- 
ing the  new  lifestyle.  The  freedom,  the  beauty,  the 
sport,  the  challenges,  the  self-fulfillment  available 
outside  are  what  it's  all  about. 

With  readership  approaching  a  million,  this 
young  magazine  has  already  established  itself  witb 


the  people  other  people  will  follow.  OUTSIDE  sub- 
scribers (more  than  200,000  of  them,  75%  of  whom 
are  male)  have  an  average  household  income  of  over 
$26,000.  Their  median  age  is  29. 

The  OUTSIDE  influence  is  spreading.  There's 
already  an  OUTSIDE  syndicated  radio  show  in  125 
markers.  And  a  TV  pilot  is  under  development. 

If  you're  an  advertiser  who  wants  to  go  outside 
with  America,  put  your  advertising  where  the  action 
begins.  In  OUTSIDE. 

For  rates  and  more  information,  just  call — Don  Welsh  in 
New  York,  (212)  421-5162;  Linda  Smith  Unland  (East 
C  oasr  Outdoor  Equipment  Manager),  (215)  978-5931; 
Dave  McDonald  in  Detroit, ( 3D)  644-7050;  Pat  Sage, 
Ann  Clemmer  in  Chicago,  (312)  342-7777;  Tony  Hoyt  in 
California,  (213)  475-069  3;  or  Bill  Pursley  (West  Coast 
Outdoor  Equipment  Manager) ,  (415)  326-3006. 


Williams  has  invested  $650  million 
to  expand  its  fertilizer  subsidiary... 
and  its  paying  off. 

Agrico  Chemical  Company,  a  Williams  subsidiary,  is  one  of  the  world's  largest,  most 
efficient  miners,  manufacturers  and  marketers  of  fertilizer.  Since  1974,  Williams  has 
invested  over  $650  million  in  capital  expenditures  to  expand  and  upgrade  Agrico's 
manufacturing  and  mining  facilities,  and  this  commitment  is  paying  off  in  the  form  of 
improved  returns.  Not  only  do  Agrico's  modern  facilities  now  have  50  percent  greater 
production  capacity,  but  they  are  more  cost  effective  and  their  product  mix  better  comple- 
ments Agrico's  marketing  strategy  to  manufacture  and  sell  value-added  fertilizer  products. 

Fertilizer  demand  is  increasing  and  Agrico  is  now  well  prepared  to  meet  growing 
worldwide  demands  for  this  vital  product.  Without  fertilizer  the  United  States  would  achieve 
only  about  two-thirds  of  its  present  crop  yields.  With  fertilizer  we  are  the  world's  best  fed 
people  and  its  largest  exporter  of  food. 

Williams  is  more  than  a  fertilizer  company;  it  is  also  a  leader  in  two  other  basic  and 
essential  industries  —  energy  and  metals.  We've  also  expanded  our  involvement  in  these  two 
businesses  considerably  since  1974  to  achieve  a  more  favorable  corporate  balance.  We 
planned  it  that  way  and  our  strategy  is  paying  off  in  the  form  of  improved  returns. 

To  learn  more  about  our  growing  company  (WMB-NYSE);  our  balanced  diversity  in 
fertilizers,  energy  and  metals;  and  our  strong  earnings  picture  for  the  '80s,  write  Lawrence 
R.  Francisco,  manager-investor  relations,  The  Williams  Companies,  One  Williams  Center, 
Tulsa,  OK  74172. 

Williams  is  worth  watching  in  the  '80s. 

THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 


Agrico  Chemical  Company  ■  Edgcomb  Metals  Company 
Williams  Exploration  Company  ■  Williams  Pipe  Line  Company 
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Unexpected 
dividend 


BEMOANING     MILITARY  SPENDING, 

jny  people  forget  that  some  of  the 
:atest  advances  in  our  standard  of  liv- 
were  the  indirect  consequences  of 
itary  spending.  For  example:  Com- 
bers came  out  of  military  research  in 
1  rid  War  II.  So  did  jet  aircraft  and 
lin's  ability  to  begin  physically  probing 
Ice.  Computers  are  one  of  the  great 
iijor-saving  inventions  in  history  and 
!|  jet  has  shrunk  the  world  for  us.  The 
utructionism  of  the  antinuclear  Lud- 
Ifes  notwithstanding,  nuclear  energy, 


another  World  War  II  product,  will  yet 
prove  to  be  a  mighty  boon  to  mankind. 

A  good  part  of  the  increase  in  military 
spending  slated  for  this  year  and  subse- 
quent years  will  go  to  research  and  devel- 
opment. Who  is  to  say  that  out  of  this 
some  great  new  commercial  develop- 
ments may  not  come?  What  did  the 
computer  do?  It  greatly  enhanced  human 
productivity  and  so  helped  increase  liv- 
ing standards  while  slowing  down  infla- 
tion. In  the  mid-  and  late- 1980s  there  is 
good  reason  to  hope  that  new  productiv- 


ity-enhancing inventions  will  come  out 
of  military  research  and  development. 

"The  behavior  of  productivity  growth 
is  a  principal  determinant  of  the  rate  of 
inflation,"  says  the  Federal  Reserve  Bank 
of  Kansas  City  in  its  recent  Economic 
Review.  The  truth  of  that  statement  is 
obvious.  Even  if  oil  prices  go  up,  the 
inflationary  impact  can  be  blunted  if 
costs  go  down  elsewhere  in  the  economy 
due  to  increased  productivity.  "The  rapid 
inflation  of  the  1970s  is  a  direct  reflec- 
tion of  the  productivity  slowdown,"  the 
Kansas  City  bank  concludes. 

This  is  where  defense  spending  comes 
in:  The  Pentagon's  research  and  develop- 
ment tab  is  $13  billion  in  the  current 
fiscal  year  and  will  go  up  one-third  in  real 
terms  within  five  years. 

Won't  the  stepped-up  military  spend- 
ing itself  be  inflationary?  We  put  this 
question  to  Albert  H.  Cox  Jr.,  the  bril- 
liant boss  of  Merrill  Lynch  Economics 
Inc.  Cox  recently  came  up  with  an  opti- 
mistic economic  forecast  for  the  1980s. 
Would  the  increase  in  military  spending 
derail  his  assumptions  about  inflation? 
No,  said  Cox.  He  elaborated:  "Reduced 
government  regulation,  in  combination 
with  severe  restraints  on  social  welfare 
spending  and  growth-oriented  tax 
changes  will  produce  a  private  sector  that 
is  far  stronger.  With  this  strengthened 
private  sector  and  fewer  new  government 
programs  we  will  be  able  to  shoulder 
accelerated  defense  outlays  without  infla- 
tionary consequences."  Cox  thinks  that 
real  growth  in  the  economy  will  rise  to 
3.5%  in  the  Eighties,  up  from  2.8%  in  the 
Seventies.  Inflation  will  come  down  to  an 
average  of  4.9%  from  the  current  double- 
digit  rate.  He  sees  real  private  investment 
growing  from  2.1%  to  5.4% — a  hefty  in- 
crease. Best  of  all,  productivity  will  in- 
crease, growing  half  again  faster  than  in 
the  Seventies — at  2.3%  annually  on  aver- 
age, vs.  1.5%. 

With  the  stimulus  that  increased  mili- 
tary spending  on  research  and  develop- 
ment may  give  productivity,  the  chances 
are  enhanced  for  this  happy  scenario 
coming  true.  Wouldn't  it  be  ironic  if  the 
U.S.S.R.'s  gross  misbehavior  and  Iran's 
relapse  into  savagery  were  to  have  the 
perverse  consequence  of  strengthening 
the  American  economy?  ■ 


The  defense  burden  will  get  heavier 

Authorizations  for  defense  spending  as  a  percentage  of  the  gross  national 
product  were  lower  last  year  than  at  any  other  time  since  World  War  n. 
The  Pentagon  foresees  their  turning  around  and  heading  up,  modestly,  over 
the  next  five  years.  Their  impact  on  the  economy  could  be  substantial. 


■84  -85 


Mote:  The  1980-85  estimates  for  GNPare  from  Electronics  Industry  Association.  Estimates  for  Military 
iuthorization  are  from  Dept.  of  Defense.  Source:  Dept.  of  Commerce.  Office  of  Management  e)  Budget. 
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Capital  Markets 


Unlike  the  stock  market^  the  bond  market 
has  a  way  of  lumping  the  good  with  the  bad. 

TOLL  ROAD 
BONDS?  YECCH! 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


What's  in  a  name? 
As  far  as  the  bond 
market  is  con- 
cerned, a  great  deal. 
A  bond  with  "New 
York"  anywhere  in 
its  name  gets  a  bad 
rap.  So  does  any- 
thing concerned 
with  toll  roads — 
doesn't  everybody 
know  what  Khomeini  has  done  to 
American  driving  habits?  This  is  a 
peculiarity  of  the  bond  market  that 
the  stock  market  doesn't  share.  In  the 
stock  market  nobody  lumps  Schenec- 
tady's General  Electric  Co.  with  Port- 
land, Ore.'s  Portland  General  Electric 
Co.  But  in  the  bond  market  I  suspect 
people  might. 

Let's- take  turnpike  bonds.  Okay, 
you  feel  nervous  about  them,  even 
though  they  yield  close  to  9%  tax 
free.  So,  you  wouldn't  buy  those 
Turnpike  Authority  of  Kentucky 
7Vz%  tax  frees  due  in  2009.  Or  would 
you?  I  sure  would.  This  particular 
issue  came  to  market  a  few  months 
ago  carrying  a  "Resource  Recovery 
Road  Revenue  Bond"  label.  Here's 
the  story.  These  bonds  are  special 
obligations  of  the  Turnpike  Author- 
ity, and  were  financed  to  build  addi- 
tional roads.  However,  the  roads 
serve  a  coal-mining  area,  and  the 
bonds  have  a  call  on  proceeds  from  a 
"severance  tax"  assessed  on  all  coal 
produced  in  the  state. 

Taking  into  account  the  severance 
tax  at  levels  recently  collected,  cover- 
age would  be  about  3.32  times  the 
annual  interest  and  principal.  Not  bad. 
Most  turnpikes  are  covered  only  1.5 
times  annual  debt  service.  While  driv- 
ing could,  in  theory,  go  out  of  fashion, 
coal  mining  is  unlikely  to  for  the  next 
century  or  so. 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


The  State  of  New  Mexico  also  is- 
sues severance  tax  bonds.  About  $160 
million  of  relatively  short  maturity 
debt  of  this  nature  is  outstanding.  The 
Severance  Tax  Bonding  Fund,  from 
which  payments  are  made  to  inves- 
tors, sets  aside  amounts  necessary  for 
up  to  two  semiannual  payments  and 
then  puts  the  remainder  of  the  sever- 
ance tax  money  in  a  permanent  fund 
for  the  legislature  to  do  with  as  it 
pleases. 

Coverage  of  debt  service  for  the 
New  Mexico  bonds  is  also  very  high. 
Severance  revenues  totaled  $105  mil- 
lion last  year,  of  which  73%  came 
from  oil  and  gas.  The  rest  was  from 
uranium,  coal  and  other  minerals. 

New  Mexico  does  not  issue  long- 
term  bonds  under  this  indenture. 
Most  come  due  in  four  or  five  years. 
As  this  is  written,  the  6%  severance 
tax  bonds  of  New  Mexico  due  in  1983 
are  selling  at  100. 

There  are  many  New  York  issues, 
some  not  widely  known,  which  are  of 
excellent  quality  yet  carry  very  gener- 
ous rates  of  return. 

Roosevelt  &  Cross,  a  firm  specializ- 
ing in  New  York  tax  frees,  as  well  as 
issues  from  New  England  and  else- 
where, has  completed  a  study  of  cer- 
tain revenue  bonds  of  the  New  York 
State  Dormitory  Authority.  These  are 
collateralized  and  have  been  issued 
only  during  the  past  six  years.  About 
$185  million  in  15  separate  issues  is 
currently  outstanding. 

The  collateralization  idea  was  bril- 
liant. These  universities  needed  dor- 
mitory financing.  The  dormitory  au- 
thority was  tainted  by  its  own  prior 
experiences  of  student  delays  in  pay- 
ing monthly  rentals  and  difficulties  in 
meeting  annual  debt  service. 

Many  schools  in  the  state,  however, 
have  sizable  portfolios  of  securities  in 
their  endowment  funds.  The  portfo- 
lios were  earning  money  for  the 
schools.  Why  not  use  the  portfolios  to 
back  the  bonds?  Done.  The  interest 
and  dividends  on  the  portfolios  still 


accrue  to  the  benefit  of  the  education- 
al institutions,  but  in  the  event  of 
default,  the  endowment  securities  are 
pledged  to  the  payment  of  principal. 
The  market  result  is  that  the  schools 
borrow  at  a  lower  interest  cost  than  if 
they  used  only  the  state's  moral  obli- 
gation; the  investors  get  a  security 
that  is  very  high  in  quality  but  which 
pays  a  high  rate  of  return  because  of 
the  New  York  stigma. 

Examples:  New  York  University, 
series  D,  NYS  Dorm  bonds  due  in 
2009.  The  coupon  on  the  issue  is  6% 
and  the  yield,  based  on  the  current 
discount  trading  price,  is  7%  to  matu- 
rity. The  $22.5  million  of  NYU  bonds 
are  collateralized  by  a  portfolio  of  gov- 
ernment bonds  with  a  market  value 
2.1  times  the  size  of  the  NYU  issue. 
The  NYU  issue,  therefore,  is  ranked 
number  one  (of  four  quality  standards) 
by  Jeffrey  Noss,  analyst  with  Roose- 
velt &  Cross. 

The  best  of  the  collateralized  issues 
are  two  offerings  of  Rockefeller  Uni- 
versity that  are  backed  by  common 
stock  having  a  market  value  9.6  times 
the  total  $16  million  of  school  dormi- 
tory debt. 

If  you  are  interested  in  one  of  these 
issues — Colgate,  Columbia,  Jewish 
Guild  for  the  Blind,  New  York  Public 
Library,  among  others — make  certain 
that  the  securities  offered  are  collater- 
alized. Not  all  are.  There  is  a  differ- 
ence in  collateral  that  must  be  taken 
into  account,  too.  Colgate  has  only 
0.33  times  coverage  of  the  $3  million 
principal  amount,  and  is  rated  number 
three  by  Noss.  Columbia  is  a  number 
one  with  6.6  times  coverage.  The  Jew- 
ish Guild  is  number  one  because  it  has 
pledged  that  gross  receipts  of  the  port- 
folio will  be  used  for  debt  service. 

One  last  New  York  issue — this  time 
the  city.  Here's  a  New  York  City  issue 
that  carries  quality  ratings  of  Aa  from 
Moody's  and  AA  from  Standard  & 
Poor's.  It  is  the  NYC  Housing  Devel- 
opment Corp.  multifamily  mortgage 
revenue  bond  issue.  Proceeds  were 
used  to  finance  housing  involving 
FHA  .insured  mortgage  loans.  The 
prospect  for  loss  is  slim. 

Because  of  the  New  York  City 
name,  these  insured  bonds,  which 
mature  in  2023,  have  a  7'/2%  coupon 
and  are  priced  in  this  tough  market  to 
yield  9%.  If  you  are  in  a  50%  tax 
bracket,  your  return  (after  taxes) 
would  have  to  be  over  16%  in  taxable 
interest  to  come  out  the  same. 

My  original  question  was:  What's  in 
a  name?  The  answer  so  far  as  the  bond 
market  is  concerned:  Bargains  ■ 
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Can^bur  Wealth 
Withstand  the  Impact 
of  the  1980s? 


Are  your  financial  resources  properly  organized? 
Will  you  stay  ahead  of  inflation? 
U.S.Trust  offers  a  comprehensive  and  confidential  way  to  find  out. 


One  million  dollars  once  meant 
financial  security.  It  still  does.  But 
defending  that  money  has  emerged 
as  an  overwhelming  necessity 

Many  wealthy  people  have  real- 
ized that  the  conservation  of  wealth 
is  no  longer  a  goal  you  can  approach 
passively.  It  demands  aggressive 
action. 

(1)  Unless  you  take  positive  steps 
to  protect  your  money,  inflation  may 
dissipate  it  faster  this  year. 

(2)  Unless  you  know  exactly  where 
you  stand  financially,  you  won't 
know  what  to  protect,  how  to  pro- 
tect it,  or  where  to  begin  protecting. 

Hence  our  analysis.  It  will  put 
your  affairs  in  perspective,  perhaps 
for  the  first  time.  It  will  show  you  a 
true  picture  of  your  financial  situa- 
tion. It  will  give  you  specific  recom- 
mendations for  the  future. 

A  penetrating  look  into 
every  aspect  of  your  affairs 

The  objective  is  to  eliminate  those 
worries  that  plague  you  —  at  5  a.m. 

How  much  am  I  really  worth? 
Where  are  my  financial  strengths 
and  weaknesses?  Have  I  made  good 
decisions  or  dangerous  ones?  What 
is  costing  me  money?  How  can  I 
make  my  money  earn  more? 

To  answer  these  questions,  we 
have  a  staff  of  financial  experts  who 
will  cover  the  gamut  of  your  affairs 
and  dig  deeper  than  you  have  dug 
before. 

They  pioneered  many  of  the  tech- 
niques used  today  in  financial  plan- 
ning. They  regularly  examine  assets 
and  holdings  worth  millions  of  dol- 
lars. They  are  discreet. 

These  people  will  review  your  in- 
come, fees,  bonuses,  dividends,  and 
projected  earnings.  Inspect  your  in- 


vestment portfolio.  Scrutinize  your 
real  estate  holdings,  partnerships, 
and  business  relationships. 

They  will  study  your  tax  returns. 
Examine  the  conditions  governing 
money  you  have  borrowed.  Look 
into  trusts  you  control  or  benefit 
from,  tax  shelters  in  which  you  par- 
ticipate, and  review  your  strategies 
—  for  tax  selling,  investment  diver- 
sification, short-term  use  of  funds. 

They  will  study  your  cash  flow  and 
seasonal  expenditures.  Check  your 
insurance.  Examine  your  obliga- 
tions to  parents,  children,  former 
spouses  and  other  dependents. 

They  will  take  into  account  your 
present  needs,  your  proximate 
needs,  your  plans  for  retirement  — 
and  your  estate  plans  for  your 
heirs.  And  they  won't  overlook  your 
collections,  paintings,  sculptures 
or  antiques.  Or  your  library  Your 
furniture.  Whatever. 

A  comprehensive  and 
detailed  analysis 

After  the  investigative  work,  our 
planners  discuss  your  situation  and 


prepare  a  report.  This  report  is  com- 
prehensive, detailed  — and  objective. 
It  compares  your  perception  of  your 
problems  with  the  realities.  But  it 
doesn't  create  problems  that  don't 
exist. 

The  report  will  suggest  immedi- 
ate action,  only  if  immediate  action 
is  called  for.  It  may  suggest  preven- 
tive steps  you  should  take  next  year. 
It  could  recommend  active  invest- 
ment diversification  or  consolida- 
tion, further  tax  planning,  major 
real  estate  investment,  and  so  on. 

If  your  net  worth  is  approx- 
imately $1,000,000,  we  would  be 
happy  to  discuss  the  analysis  and  its 
applications. 

For  an  appointment,  please  call 
U.S.  Trust  toll  free,  800-221-3492.  In 
New  York,  call  (212)  425-4500.  Ask 
for  Mr.  Joseph  Verbaro,  Jr.  Or  send 
the  coupon. 


United  States  Trust  Company 
Of  New  York 

45  Wall  Street,  New  York,  NY  10005 
Attn:  Joseph  J.  Verbaro,  Jr. 

□  Please  send  me  your  booklet  on 
"35  Questions  that  Concern  My 
Financial  Future." 

□  Please  call  me. 


I  NAME 

I  ADDRESS  I 
I  CITY 

I  STATE  ZIP  I 
I  PHONE:  HOME 

I  BUSINESS  FI2I  I 

I  1 

-y     ijmi  S^Wf^L  Member  FDIC 

US/Irust 


Stock  Comment 


Executives/Professionals 


BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800  525  1344  or  mail  coupon. 


W.  L  Martin 

Dept.  1078 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


POSTAL 

EXECUTIVE 

FIINANCIAL 


Write  to: 
W.  L.  Martin 

rDept.  1078 
14201  E.  4th  Ave.,  P.O.  Box  39F 

■ Denver,  CO  80239 
Sendcompiete  information  and  a  loan  application 
£  Name  


Address 
City_ 


1 
I 
I 


-State. 


_Zip_ 


affiliate  of  The  St  Paul  Companies.  Inc 


848 


SHOCK 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  70130 


OKLAHOMA  CITY,  OK 


As  we  slip  uneasily  into  this  century's  ninth 
decade  there  will  be  no  shortage  of  worries. 

"WER  SORGEN 

HAT,  HAT 
AUCH  LIKOR" 


By  Heinz  H.  Biel 


Long,  long  before 
there  was  an  Art 
Buchwald  or  a  Rus- 
sell Baker,  there  was 
a  German  humorist 
named  Wilhelm 
Busch  (1832-1908), 
who,  like  Will  Rog- 
ers, had  a  great  way 
of  saying  the  right 
things  at  the  right 
time.  He  did  it  in  verse,  in  German,  of 
course.  Unfortunately,  much  of  its 
charm  gets  lost  in  the  translation. 

To  help  the  nonlinguist,  the  head- 
ing, taken  from  Busch's  Die  fromme 
Helene,  means:  "Whoever  has  wor- 
ries will  also  have  liqueur."  The  way 
the  world  looks  today,  as  we  slip  un- 
easily into  the  ninth  decade  of  this 
century,  there  will  be  no  shortage  of 
worries  in  the  years  ahead.  Thus,  it  is 
only  logical  to  assume  that  Heublein 
(30)  will  enjoy  a  continuing  strong  de- 
mand for  its  alcoholic  products. 

I  first  mentioned  Heublein  in  this 
column  in  early  1975.  The  stock  did 
very  well  for  awhile,  but  then  Ken- 
tucky Fried  Chicken,  which  was  ac- 
quired when  it  was  fashionable  to  di- 
versify, became  a  burden.  Heublein 
almost  choked  on  it,  and  it  was  not 
until  the  fairly  recent  past  that  man- 
agement mastered  the  art  of  running  a 
fast-food  chain  profitably. 

Heublein  more  or  less  "invented" 
vodka,  which  was  virtually  unknown 
in  this  country  until  World  War  II.  It 
was  a  brilliant  promotional  campaign, 
a  credit  to  the  advertising  agency  and 
to  the  standard-setting  powers  of  The 
Neiv  Yorker  magazine.  Since  vodka 
doesn't  taste  like  much  of  anything,  it 
does  not  need  an  "acquired  taste," 
like  whiskey  or  bourbon.  It  makes  a 
great  mixer,  whether  with  tomato 
juice  (Bloody  Mary)  or  orange  juice 

Heinz  H  Biel  is  a  rice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott 


(Screwdriver).  Considering  that  peo- 
ple's drinking  habits  are  rather  well 
ingrained,  it  is  almost  incredible  how 
fast  Heublein,  at  first  almost  single- 
handedly,  managed  to  change  them. 
Vodka  is  now  the  best-selling  hard 
liquor  in  this  country,  with  Heub- 
lein's  Smirnoff  in  first  place  and  its 
rapidly  growing  Popov  in  the  number 
two  position  among  vodka  brands. 

Other  than  vodka,  Heublein's  alco- 
holic line  includes  numerous  whis- 
keys and  liqueurs,  prepared  cocktails 
and  a  variety  of  somewhat  odd  con- 
coctions, as  well  as  Inglenook  and 
other  wines.  In  addition  to  its  Ken- 
tucky Fried  Chicken  division,  Heub- 
lein also  makes  various  grocery  prod- 
ucts, which,  however,  are  not  of  ma- 
jor importance. 

As  the  leading  purveyor  of  the  most 
popular  alcoholic  beverages,  Heublein 
should  be  able  to  view  the  worrisome 
Eighties  with  equanimity.  Further- 
more, as  the  price  of  beef  goes  out  of 
sight,  Kentucky  Fried  Chicken  should 
benefit  from  the  widening  price  dif- 
ferential in  favor  of  chicken.  The  cur- 
rent fiscal  year's  first  quarter  started 
out  well,  with  a  20%  rise  in  profits  on 
a  6%  increase  in  revenues.  The  full 
year,  ending  June  30,  should  see  at 
iong  last  a  new  record  in  per-share 
earnings,  perhaps  in  the  $3.65  to 
$3.75  range. 

In  the  past,  Heublein  was  usually 
priced  as  a  high-quality  growth  stock 
(which  it  was  before  the  setback  in 
fiscal  1977),  with  earnings  multiples 
in  the'  25-to-35  range.  The  combined 
effect  of  a  lower  stock  price  (it  is  sell- 
ing now  at  less  than  half  its  peak 
prices  of  the  early  Seventies)  and  a 
corporate  policy  of  gradual  but  regular 
annual  dividend  increases  has  lifted 
the  yield  to  about  SVz  %.  This  still 
isn't  much  by  today's  standards,  but 
in  all  likelihood  the  dividend  income 
will  continue  to  rise  at  a  faster  pace 
than  the  consumer  price  index. 

When  I  commented  on  General  In- 
struments (50)  in  my  column  of  Dec. 
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10,  1979,  I  said  that  this  fiscal  year's 
net  might  "approach"  $5  a  share 
(fully  diluted).  However,  results  for 
the  third  fiscal  quarter  (to  Nov.  25, 
1979)  were  so  very  good,  with  net 
income  up  nearly  50%,  that  the  $5 
estimate  should  be  raised  by  possibly 
as  much  as  10%. 

All  of  the  company's  business  seg- 
ments are  doing  well,  with  the  cable 
TV  group  showing  the  largest  single 
gain  in  profit  contribution.  Manage- 
ment expects  further  gains  in  the 
1980-81  fiscal  year,  its  confidence  be- 
ing based  on  the  longest  order  backlog 
in  General  Instruments'  history  and  a 
"greatly  changed  portfolio  of  business 
since  the  eve  of  the  last  recession." 

It  has  advanced  some  30%  in  the 
past  couple  of  months,  and  so  I  would 
not  "chase"  General  Instruments  at 
current  levels,  but  I  would  certainly 
keep  an  eye  on  it  to  take  advantage  of 
any  setback  it  may  have. 

Although  the  DJI  stock  index,  for 
obvious  and  previously  cited  reasons, 
was  a  notorious  laggard  last  year, 
most  investors  fared  rather  well  in 
1979,  with  the  traditional  year-end 
rally  carrying  many  stocks  to  new 
highs.  Normally,  this  is  about  the 
time  when  the  market  will  declare 
itself,  and  we  will  see  whether  this 
was  just  a  good-size  seasonal  rally  or, 
perhaps,  the  beginning  of  something 
bigger.  In  other  words,  it's  put-up  or 
shut-up  time. 

I  am  not  prepared  to  give  an  un- 
hedged answer  to  this  question,  and  if 
you  call  that  timid,  you  are  right.  I  can 
visualize  an  absolutely  horrid  scenario 
for  the  year  ahead,  and  I  find  it  diffi- 
cult to  see  the  world  through  rose- 
colored  glasses.  Yet,  and  I  have  said 
this  here  before,  my  pessimistic  view 
of  the  future  makes  me  keep  a  good 
part  of  my  investments  in  stocks 
rather  than  putting  it  all  into  the 
storm  cellar  of  Treasury  bills  or  mon- 
ey market  funds. 

The  increase  in  oil  prices  has  once 
again  been  of  fearsome  proportions. 
As  hardly  anyone  is  inclined  to  offset 
the  higher  cost  of  gasoline,  heating 
oil,  electricity,  etc.  by  conservation  or 
by  spending  less  on  other  things, 
these  higher  prices  will  inevitably 
have  an  inflationary  impact.  This  will 
be  used  by  President  Carter  and  other 
politicians  as  an  alibi  for  not  succeed- 
ing in  arresting  or  even  slowing  down 
the  pace  of  inflation.  This  is  rough  for 
poor  Paul  Volcker,  the  Fed  chairman, 
who  can't  possibly  do  it  all  alone. 
That  is  the  reason  why  I  prefer  to  hold 
on  to  good  stocks,  regardless.  ■ 


This  chart 

could  change 

theway 
you  invest. 


Fidelity  Representative 
Brokerage         Full-Service  Your 
Services              Rates*  Savings 

400  shs.  at  $12 

$  58.40 

$118.00 

51% 

600  shs.  at  $15 

74.00 

173.00 

57% 

800  shs.  at  $25 

120.00 

310.00 

61% 

1000  shs.  at  $30 

140.00 

416.00 

66% 

'Based  on  1979  survey  of  leading  full-service  firms. 

Fidelity  Brokerage  Services  can  help  you 
save  up  to  65%*  and  more  on  broker- 
£  age  commissions. 
That  can  make 
many  losing  or 
breakeven  trades 
profitable  when 
compared  to 
full-service  rates.  Examine 
this  chart  and  see  if  you 
don't  agree. 

Keep  in  mind  that  we 
also  pay  interest  on  credit 
balances  awaiting  reinvest- 
ment, have  toll-free  lines 
direct  to  our  order  room,  and 
confirm  trades  by  phone. 

If  you  want  to  trade  with 
an  established  financial 
organization,  enjoy  top 
brokerage  services, 
and  save  up  to  65%, 
leam  more  today. 

A  member  of  the  Fidelity 
■     Management  Group 


Call  Free 
(800)343-6530 

In  Mass.  Call  Collect  (617)  367-9569 


FIDELITY 

BROKERAGE  SERVICES,  INC 


RO.  Box  2698,  Dept.JB  012180 
201  Devonshire  St., 
Boston,  MA  02208 


901 


Please  send  complete  information 
regarding  your  services. 


STATE 


TELEPHONE 
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"Are  you  free  for 
lunch  on  Friday?" 

Check  your  business  appointments  in 
Forbes  1980  Executive  Diary.  You  can  fill 
every  half  hour  from  8  a.m.  until  5:30  p.m. 
and  stay  completely  organized.  Ivory  pages, 
dark  tan  and  gold  binding  make  it  a  hand- 
some ornament  for  your  desk.  Generous 
space,  numerous  reference  and  personal  rec- 
ord tables  make  it  a  practical  tool. 

-  2  pages  to  each  week 

-  record  of  securities  bought  and  sold 

-  interest  tables 

-  statistics  on  top  U.S.  corporations 

-  toll  free  800  phone  directory  and  more 

Price:  1-5  diaries,  $15  each;  6-20  diaries,  $12 
each;  21  or  more,  $10  each. 

Initials  $1.50  per  diary 

Forbes  Diary 

(att:  Mr.  Ted  York)  60  Fifth  Ave., 
New  York,  NY  10011 

Send  me  1980  Forbes  Diary(ies). 

My  check  for  $  including  appli- 
cable sales  tax*  payable  to  Forbes  Inc.  is 
enclosed.  D32 

Name  

Address  

City  State  Zip  

"Please  add  8%  in  New  York  City,  sales  tax 
elsewhere  in  New  York  State  prescribed  by  law. 


The  American 
Cancer  Society 

thanks  you. 
Your  employees 

thank  you. 
Their  families 

thank  you. 

You've  become  a  life  saver. 
Literally.  For  installing  our 
Employee  Education  Program. 
For  understanding  that  if  cancer 
is  detected  in  its  early  stages, 
chances  for  cure  are  greatly 
increased.  Thank  you. 

Hundreds  of  companies 
now  have  an  American  Cancer 
Society  Employee  Education 
Program.  If  yours  isn't  one  of 
them,  call  us. 


?■ 

American  Cancer  Society 

2000,000 people  fighting  cancer. 

THIS  SPACE  CONTRIBUTED  AS  A  PUBLIC  SERVICE. 


Psychology  &  Investing 


You  will  be  misled  about  a  business  or  an 
investment,  unless  you  adjust  the  figures 
according  to  who's  describing  them. 

ASK  THE  MAN 
WHO  HATES  ONE 


By  Srully  Blotnick 


Do  you  think  Dean 
Martin  knows  how 
much  a  year  he 
spends  on  liquor?  Or 
Sammy  Davis  Jr. 
and  Zsa  Zsa  Gabor 
on  jewelry?  How 
about  Dolly  Parton 
on  brassieres?  Or 
Arnold  Schwarzen- 
egger on  muscle- 
building  equipment?  Whether  it's  bar 
bills,  baubles,  bra  bills  or  barbells,  the 
answer  in  each  case  is  probably,  no; 
they're  unlikely  to  know.  Our  minds 
play  a  strange  trick  on  us  when  it 
comes  to  a  particular  type  of  spending 
we  each  do. 

This  important  bit  of  accidental 
self-deception  came  to  light  when  I 
was  studying  changing  patterns  of  lei- 
sure spending  for  a  New  York  bank.  In 
exchange  for  a  free  lift  ticket  at  their 
favorite  ski  area,  I  asked  200  skiers  to 
simply  keep  a  daily  diary  of  their  ex- 
penses, jotting  down  every  last  penny 
they  spent. 

The  results  were  puzzling.  The 
range  of  answers  was  much  too  wide. 
How  could  two  people  who'd  started 
from  the  same  city  (for  instance, 
Washington,  New  York  or  Boston), 
traveled  in  similar-size  cars,  stayed  in 
comparably  priced  lodgings,  eaten  in 
the  same  restaurants  and  stayed  for 
the  same  number  of  days,  have  spent 
amounts  that  differed  by  over  85%? 
Something  wasn't  right.  Many  of  the 
expenses  incurred  obviously  weren't 
being  recorded. 

Fortunately,  there  was  a  high  degree 
of  consistency  to  the  errors.  One 
woman  thought  skiing  was  a  sport  for 
"real  nuts,  suicidal  types  who  want  to 
look  sleek  and  sexy  all  the  way  to  the 
hospital,"  but  she  participated  any- 

Dr.  Srully  Blotnick  is  a  practicing  psy  chologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


way  because  her  fiance'  was  an  avid 
and  expert  skier.  Revealingly,  the  fig- 
ures she  gave  were  among  the  highest 
anyone  submitted. 

Since  she  disliked — indeed,  detest- 
ed— the  sport,  she  didn't  overlook  a 
penny  they'd  spent  on  the  trip.  When 
they  added  a  quart  of  oil  on  the  high- 
way, she  wrote  it  down,  as  well  as  the 
total  for  gas.  And  when  her  fiance' 
broke  his  ski  pole,  she  added  another 
$26  to  the  total,  for  a  replacement 
pair.  Getting  the  car  started,  after  it 
had  been  towed  to  a  garage  on  a  frigid 
morning,  cost  $33.  The  $16  jug  of 
maple  syrup  they  bought  also  didn't 
escape  her  notice.  She  had  recorded 
everything. 

Conversely,  another  young  couple, 
both  among  the  most  enthusiastic 
skiers  of  the  lot,  reported  some  of  the 
lowest  totals.  When  questioned  at 
length  later,  they  recalled  a  host  of 
moderate  and  out-of-pocket  purchases 
they'd  made,  but  didn't  record. 

It  suddenly  occurred  to  me  that  I'd 
encountered  a  similar  situation  during 
several  previous  studies.  For  instance, 
when  I  was  trying  to  find  out  exactly 
how  much  money  investors  made  or 
lost  playing  the  market,  I  asked  them 
to  keep  careful  track  for  three  months 
of  the  costs  they  incurred,  both  large 
and  small.  Again,  the  same  excessive 
variation  in  the  amounts  reported  ap- 
peared. Some  players  were  clearly 
writing  down  every  expense  that  was 
related  to  their  financial  activities, 
while  others  were  jotting  down  only  a 
small  portion  of  them. 

Personality  differences  were  a  fac- 
tor, of  course:  Some  people  don't 
mind  keeping  a  daily  financial  diary, 
others  do.  Nevertheless,  another  fac- 
tor turned  out  to  be  crucial:  The  more 
you  like  something,  the  less  likely  you  are 
to  notice  fx>w  much  it  is  costing  you. 

That  tendency  has  been  responsible 
for  a  number  of  major  losses  and 
bankruptcies.  People  going  into  busi- 
ness for  themselves  usually  try  to  find 
out  what  the  business  is  like  from 
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someone  who  is  already  in  it.  Having 
had  some  experience  with  costs  and 
opportunities,  profits  and  problems, 
the  person  should  be  in  a  position  to 
offer  valuable  advice. 

However,  you  are  going  to  be  mis- 
led terribly,  unless  you  adjust  the  fig- 
ures you  hear  from  such  people,  as 
follows:  If  they  like  the  business 
they're  in,  add  a  bit  to  every  number 
they  cite  (except  to  the  firm's  earn- 
ings). On  the  other  hand,  if  they  loathe 
their  line  of  work,  relax.  They'll  prob- 
ably give  you  a  far  more  accurate  read- 
ing of  the  expenses  involved. 

"Why,"  you  may  ask,  "can't  I  just 
look  at  the  balance  sheet  and  income 
statement  and  see  for  myself  what  it 
costs  to  run  the  business?"  You  can, 
and  should.  It  is  a  beginning,  anyway. 
But  the  attitude  of  the  owner  toward 
the  business  makes  a  far  larger  impact 
than  was  previously  thought. 

The  records  of  a  small  business  are 
typically  kept  in  a  rather  slipshod 
fashion.  There  is  a  great  deal  of  room 
for  fudging  and  error,  much  of  it  done 
unconsciously.  We  are  so  used  to 
thinking  of  people  who  don't  like 
their  business  as  harming  it  through 
neglect  and  at  times  theft,  we  easily 
overlook  the  flip  side.  It  turns  out  that 
those  who  love  the  line  of  work 
they're  in,  often  unwittingly  overstate 
the  firm's  profits. 

In  studying  62  matched  pairs  of 
small  businesses,  the  same  distor- 
tions that  emerged  with  the  skiers 
were  again  seen:  People  who  liked 
the  little  store,  company  or  service 
organization  they  owned  often  pulled 
money  out  of  their  own  pockets  for 
the  businesses'  needs.  Without  realiz- 
ing it,  they  were  reinvesting  (no,  do- 
nating) their  paycheck  to  the  firm, 
and  not  recording  it.  As  a  result,  two 
stores  that  were  doing  the  same  vol- 
ume of  business  and  had  the  same 
overhead  were  adjudged  by  their 
owners  to  differ  in  profitability  by  as 
much  as  820% . 

What  does  it  all  mean  to  you?  Usu- 
ally when  people  want  to  know  the 
cost  of  owning  or  doing  something, 
they  ask  someone  who  likes  doing  it. 
That  doesn't  make  any  sense  at  all. 
Hell,  you  might  as  well  ask  Harold 
Stassen  what  it  costs  to  run  for  Presi- 
dent. Or  Paul  Newman,  what  it  costs 
to  race  cars.  Or  Cher,  about  the  cost  of 
sequins.  Next  time,  do  yourself  a  fa- 
vor: If  you  really  want  to  find  out  the 
cost  of  buying,  owning  or  running 
something,  or  of  engaging  in  a  par- 
ticular activity,  ask  someone  who's 
doing  it  and  hates  it.  ■ 
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Value  Line 
for  $33 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
subscription  fees  to  long-term  subscribers  lower 
than  would  otherwise  be  possible. 

Under  the  special  trial  offer  you  will  receive  the  2400-page  Investors 
Reference  Service  (illustrated  above)  at  no  extra  cost.  You'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  10 weeks  on  the  more  than  1700 
stocks  and  92  industries  regularly  monitored  by  The  Value  Line  Investment 
Survey.  Filing  takes  less  than  a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Thus  you'll  find  it  convenient  to  have  The  Investors  Reference  Service  at 
your  fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on  more  than  1700  widely  held  stocks  in  92  in- 
dustries. 

In  the  Selection  &  Opinion  section,  which  accompanies  your  weekly 
reports,  you'll  also  get  analyses  and  forecasts  of  the  national  economy  and 
the  stock  market  .  .  .  guidance  on  current  investment  policy  explaining  Value 
Line's  bullish  long-term  position  on  the  securities  markets  .  .  .  plus  Value 
Line's  specific  stock  selections. 

Take  advantage  of  this  special  introductory  offer— and  receive,  as  bonuses 
without  extra  charge,  the  2400-page  Investors  Reference  Service  and  the 
"Evaluating  Common  Stocks"  booklet,  which  explains  how  even  inex- 
perienced investors  can  apply  thousands  of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two  unequivocal  ratings,  one  for 
Timeliness  (Performance  in  next  12  months),  the  other  for  Safety. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in  the  management  of 
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Commodities 


As  I  look  back  on  my  recommendations,  I 
find  there  is  very  little  to  cheer  about. 

ANYONE  FOR 
TEA  LEAVES? 
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By  Stanley  W.  Angrist 

Almost  every  com- 
modities trader  I 
know  has  been  com- 
plaining about  low- 
er-back pains.  At 
first  such  a  state- 
ment might  seem 
bizarre.  Why  should 
those  folks  who  try 
to  take  home  a  few 
bucks  from  the 
commodity  pits  suffer  from  the  same 
nagging  affliction?  Being  a  commod- 
ities trader  myself,  this  condition  sur- 
prises me  not  one  bit.  It  seems  that 
most  traders  have  been  moving  their 
desks  closer  to  the  window  so  that 
there  will  be  fewer  steps  when  they, 
in  utter  exasperation,  take  the  final 
plunge.  Their  rationale  is  a  simple 
one — it  is  the  one  sure  way  to  stop 
getting  margin  calls.  None  of  these 
comments  applies  to  precious-metals 
traders.  Everything  has  gone  their 
way  and  they  are  all  probably  down  in 
the  islands  somewhere  soaking  up  the 
winter  sun. 

In  the  June  25  issue,  I  took  a  bearish 
attitude  on  the  woods,  making  a  total 
of  four  recommendations.  The  first 
was  to  sell  September  lumber  at  $222 
or  better,  risking  $5  on  the  trade.  Fol- 
lowers of  this  recommendation  were 
stopped  out  within  a  week  or  so  for  a 
$500  loss.  My  next  recommenda- 
tion— to  buy  November  and  sell  Sep- 
tember lumber,  with  September  at  a 
$12  premium  or  more — was  also  a  di- 
saster. This  trade  would  have  pro- 
duced another  $500  loss  as  September 
exploded  on  the  upside.  My  recom- 
mendation to  sell  September  plywood 
above  $203  could  have  been  executed 
and  an  $8  profit  taken.  On  a  single 
contract,  this  would  have  produced 
about  a  $600  gain.  I  also  suggested 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  autl.ior  of  Sensible 
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that  traders  might  consider  buying 
September  plywood  and  selling  Sep- 
tember lumber,  with  lumber  at  an  $  1 8 
premium.  This  trade  would  also  have 
produced  a  quick  $500  loss  per  spread. 
I  should  have  stood  in  bed. 

In  the  July  23  issue,  I  thought  that 
the  nearby  demand  for  cattle  would  be 
greater  than  the  distant.  I  recom- 
mended going  long  December,  while 
selling  April,  with  April  at  a  300-point 
premium  to  December.  I  was  dead 
wrong  again.  Traders  should  have 
been  stopped  out  with  a  100-point 
loss  ($400  per  spread). 

On  Aug.  6  I  tried  to  sell  March  cof- 
fee above  $2  per  pound.  Unfortunate- 
ly, it  was  all  too  easy  to  do  on  the  next 
rally.  If  you  limited  your  risk  to  $  1 ,000 
as  I  recommended,  you  would  have 
been  stopped  out  fairly  quickly  as 
March  coffee  reached  $2.08.  It  has 
subsequently  weakened  but  it  won't 
do  us  any  good.  Alas,  in  commodities, 
timing  is  everything. 

Undaunted,  I  again  examined  my 
crystal  ball  and,  though  cloudy,  it  told 
me  that  platinum  was  overpriced.  In 
the  Aug.  20  issue  I  recommended  sell- 
ing it  at  over  $400  per  ounce  and 
risking  $20  per  ounce.  Traders  who 
did  were  at  least  put  out  of  their  mis- 
ery fairly  quickly  as  platinum  almost 
instantly  touched  $440  per  ounce, 
producing  a  $1,000  loss. 

The  orange  juice  fundamentals 
moved  me  to  write  in  the  Sept.  3  issue 
that  there  was  no  reason  for  Novem- 
ber juice  to  sell  at  a  premium  to  Janu- 
ary juice.  I  recommended  a  spread  of 
long  January/short  November  at  even 
money,  risking  no  more  than  100 
points  ($150  per  spread).  November 
rallied  in  October  and  went  to  a  10- 
cent  premium  to  January. 

In  the  Sept.  17  issue  I  made  no 
recommendations  and  wrote  about 
money  management.  I  stressed  the 
importance  of  limiting  losses  because 
one  could  encounter  a  string  of  bad 
trades  that  could  take  one  out  of  the 
game.  I  also  pointed  out  that  while  a 


series  of  losses  was  unlikely,  it  was  far 
from  impossible.  As  you  can  see,  I 
wrote  the  truth. 

On  Oct.  1, 1  reviewed  the  explosion 
in  gold  prices  and  recommended  that 
you  not  trade  it.  Well,  at  least  I  didn't 
recommend  that  you  short  it.  Gold  at 
that  time  was  about  $380  per  ounce — 
it  has  since  rallied  to  over  $500.  I 
thought  it  was  overpriced  then  and  I 
think  it  more  overpriced  now. 

I  did  the  same  kind  of  analysis  for 
silver  in  the  Oct.  15  issue.  Silver  had 
run  up  from  $6  to  $  1 7  per  ounce  over 
the  previous  nine  months,  and  I 
thought  the  market  mad.  It  has  since 
reached  $27  per  ounce,  and  now  I  be- 
lieve it  to  be  totally  insane. 

In  the  Oct.  29  issue  I  suggested  sell- 
ing December  soybean  oil  above  26.50 
cents  per  pound.  It  did  sell  off  enough 
for  one  to  get  about  a  100-point  profit 
($600  per  contract).  I  also  suggested 
that  one  could  buy  July  and  sell  Janu- 
ary soybean  oil  with  January  at  a  five- 
point  premium  to  the  July  contract. 
July  has  now  moved  to  a  30-point 
premium  to  January  for  a  $200  profit 
per  spread.  (Even  a  broken  clock  is 
correct  twice  a  day.) 

Copper's  high  price  attracted  me  as 
a  bear  is  attracted  to  honey.  I  suggest- 
ed selling  March  copper  above  94 
cents  per  pound,  while  risking  8  cents 
per  pound.  When  the  precious  metals 
ran  up,  they  took  March  copper  with 
them  to  $1.07  per  pound;  it  cost  my 
followers  $2,000. 

Bellies  and  hogs  attracted  my  atten- 
tion in  the  Nov.  26  issue.  I  recom- 
mended that  traders  who  had  any 
money  left  might  want  to  buy  Febru- 
ary bellies  and  sell  February  hogs, 
with  bellies  at  a  700-point  premium 
or  less.  The  spread  quickly  rallied  to 
1,200  points  premium  bellies,  and  I 
assume  that  traders  picked  up  300 
points  or  so  for  a  $1,000  profit. 

My  last  recommendation  for  the 
year  in  the  Dec.  10  number  was  a 
spread  in  U.S.  Treasury  bonds.  The 
spread  involved  buying  the  December 
1980,  while  selling  the  December 
1981  T-bond,  with  the  1980  bond  at  a 
five-point  premium.  The  spread  has 
moved  15  points  in  my  direction  for  a 
$450  profit.  Hooray!  I  think  it  has 
more  room  to  run. 

I  made  13  recommendations  during 
the  previous  six  months.  Five  of  them 
were  profitable,  producing  about 
$2,800  so  far.  Eight  were  losers  cost- 
ing traders  about  $6,000.  It  is  my 
worst  six-month  record  to  date.  This 
year  has  got  to  be  better,  as  it  can 
hardly  be  worse.  ■ 
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business 
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wasted 
money* 


"It's  just  that  simple.  The  energy 
audit  we  just  did  for  our  company 
showed  us  where  we  could  cut  out  a 
lot  of  that  waste.  Now  we  are  saving 
money  through  lower  operating  costs. 
To  me,  saving  energy  means  saving 
money.  It's  also  our  chance  to  serve 
the  Nation  as  well." 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 


Since  it's  the  beginning  of  a  new  year,  it 
seems  timely  to  review  the  results  of  my 
recommendations  for  last  year 

THINGS  ARE 
LOOKING  UP 


By  Ann  C.  Brown 


While  the  Congress 
and  the  Administra- 
tion have  been 
screaming  about 
windfall  gains  in  the 
oil  industry,  the 
country  as  a  whole 
has  been  quietly  los- 
ing its  hindquarters 
in  virtually  every 
other  area — eco- 
nomic and  political.  During  the  past 
decade  we  have  lost  most  (if  not  all)  of 
our  military  superiority  over  the  Rus- 
sians. We  have  lost  "face"  interna- 
tionally by  a  "peace  with  honor"  solu- 
tion to  a  war  we  couldn't  win  and  by 
our  inability  to  deal  with  terrorism 
here  and  abroad.  We  have  lost  confi- 
dence in  our  democratically  elected 
leaders— many  of  whom  have  demon- 
strated a  woeful  lack  of  judgment  at  all 
levels  of  government. 

We  have  lost  faith  in  the  free  enter- 
prise system,  which  has  been  dealt  a 
staggering  blow  by  rampant  inflation 
caused  in  no  small  part  by  federal 
handouts,  bailouts  and  sellouts  to  spe- 
cial-interest groups.  We  have  lost  the 
value  of  the  dollar  in  world  markets  as 
a  consequence  of  both  monetary  and 
fiscal  mismanagement.  We  have  lost 
our  competitive  edge  by  a  series  of  tax 
revisions  and  "reforms"  that  have  re- 
warded consumption  and  penalized  in- 
vestment, leaving  us  with  outmoded 
plants,  inefficient  equipment  and  a 
resultant  decline  in  productivity. 

In  case  you're  wondering  why  the 
Dfl  (adjusted  for  inflation)  is  about 
one-half  of  what  it  was  ten  years  ago, 
the  aforementioned  litany  of  losses 
just  about  says  it  all.  The  world  has 
been  changing  and  we  have  failed  to 
change  with  it.  From  a  nation  that 
once  "made  things  happen,"  we  have 
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become  a  nation  that  largely  acts  only 
when  things  happen  to  us. 

But  take  heart.  In  a  convoluted  way, 
the  recent  events  in  the  Middle  East 
may  have  shaken  the  American  peo- 
ple out  of  their  complacency,  restored 
a  sagging  patriotic  spirit  and  replaced 
the  "Me"  generation  with  the  "Us" 
generation.  While  we  have  more  than 
our  share  of  problems,  what  is  impor- 
tant is  that  we  now  recognize  them, 
and  problems  once  admitted  are  gen- 
erally on  their  way  to  being  solved. 
This  being  the  case,  we  stand  a  good 
chance  of  prospering  mightily  in  the 
1980s.  And  the  biggest  beneficiary  of 
all  may  be  the  U.S.  stock  market. 

Since  it's  the  beginning  of  a  new 
year,  it  seems  timely  to  review  the 
results  of  last  year's  recommenda- 
tions. From  the  Forbes'  Jan.  8,  1979 
issue  through  the  Dec.  24,  1979  issue, 
I  recommended  a  total  of  65  stocks. 
As  of  this  writing,  83%  are  up  and 
74%  of  those  are  up  over  15%  (37% 
are  up  over  30% ),  which  goes  to  show 
that  stocks  can  beat  inflation  if  you 
pick  wisely  and  sell  well. 

One  of  last  year's  recommenda- 
tions, which  distinguished  itself  brief- 
ly only  to  fall  back  to  about  the  split- 
adjusted  recommended  price,  is  Great 
Lakes  International  (23),  formerly 
Great  Lakes  Dredge  &  Dock.  The 
company  is  the  largest  dredging  and 
marine  construction  company  in  the 
western  hemisphere.  As  a  result  of  a 
new  federal  law,  most  domestic 
dredging  maintenance  work  is  now 
done  by  private  companies  like  Great 
Lakes  instead  of  the  U.S.  Army  Corps 
of  Engineers.  Great  Lakes  Interna- 
tional's earnings  have  risen  from  a 
deficit  of  28  cents  per  share  in  1973  to 
earnings  of  $5.19  in  1978.  Due  to 
work  stoppages  caused  by  last  au- 
tumn's Gulf  of  Mexico  hurricanes  and 
the  removal  of  all  equipment  from  the 
mixed-up  Middle  East,  1979  operating 
earnings  will  be  below  earlier  expecta- 
tions. But,  assuming  no  bad  news  this 
year,  earnings  could  get  back  on  track. 
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The  company  is  currently  selling  be- 
low estimated  1979  year-end  net  asset 
value,  and  the  insiders  only  own  about 
I  3%  of  the  stock. 

American  Hoist  &  Derrick  (22)  is  hav- 
ing a  bang-up  year;  with  net  earnings 
per  share  up  35%  for  the  42-week 
period  ended  last  September.  Ameri- 
can Hoist  &  Derrick  sells  its  products 
to  some  very  attractive  customers — 
constructors  of  offshore  drilling  plat- 
forms, oil  refiners,  petrochemical 
plants  and  scrap-metal  disposers.  The 
company  also  supplies  countries  like 
Mexico  and  Brazil  with  road-building 
and  construction  equipment  and  all 
manner  of  gadgets  for  the  Third 
World's  emerging  water  and  sewerage 
systems.  While  earnings  this  year 
I  could  be  about  the  same  as  last  year's 
estimated  $3.60  per  share  (up  from 
$2.57  in  1978),  the  early  Eighties  look 
very  promising  for  American  Hoist  & 
Derrick.  At  the  current  price,  the 
company  is  selling  substantially  be- 
low estimated  year-end  net  asset  val- 
ue. The  officers  and  directors  own  less 
than  5%  of  the  common  stock. 

One  company  that  already  has  at- 
tracted two  suitors  is  Barber  Oil  (47). 
Last  September,  Engelhard  Minerals 
&  Chemicals  made  a  bid  for  Barber 
Oil  at  $55  per  share  in  cash.  In  Octo- 
ber this  bid  was  topped  by  Hanson 
Trust  Ltd.,  a  British  holding  com- 
pany, which  offered  $61.50  per  share 
for  the  91%  of  the  shares  they  didn't 
already  own.  When  Hanson  asked  for 
more  time  for  a  purchase  investiga- 
tion, Barber  Oil's  directors  refused  to 
grant  it,  and  the  stock  dropped  from  a 
high  of  57  to  a  low  of  43.  Since  then, 
the  price  has  recovered  somewhat, 
and  I  have  a  hunch  that  one  of  these 
days  Barber  Oil  is  going  to  be  too 
tempting  for  some  cash-rich  company 
to  resist.  Assuming  this  hasn't  hap- 
pened by  the  time  you  read  this  and 
you're  in  the  mood  for  a  bit  of  specula- 
tion, a  few  shares  of  Barber  Oil  might 
not  be  the  worst  bet  you  ever  made. 

Ball  Corp.  (23),  which  anyone  over 
45  probably  remembers  as  the  maker 
of  jars  for  home-canning  during  World 
War  n,  has  greatly  diversified  its  busi- 
ness in  recent  years.  The  company 
now  manufactures  metal  cans  for  beer 
and  soft-drink  companies  and  pro- 
duces several  lines  of  plastic  products 
used  in  the  medical,  electronic  and 
other  industries.  After  disposing  of  a 
losing  Asian  petroleum  equipment 
venture,  Ball  Corp.  could  earn  around 
$4.75  to  $4.80  per  share  for  the  year 
just  ended  vs.  $3.84  in  1978.  This  year, 
$5.35  looks  possible.  ■ 
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MAPCO  IS 
LP-GAS,  BUT... 

Q)  225  MAPCO-owned  and  distributor-owned 

r      ll         Thermogas  brand  retail  LP-gas  outlets  also 
sell  appliances  and  liquid  fertilizer  in  11 
states.  MAPCO  also  produces  and  markets 
oil,  natural  gas,  gas  liquids  and  coal, 
operates  LPG  and  anhydrous  ammonia 
pipelines,  and  produces  and  sells  sonic 
instrumentation  devices. 

For  a  closer  look  at 
MAPCO's  diversification 
and  profitable  growth, 
write  for  our  current 
report. 
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□  Immediate  liquidity- 
no  withdrawal  penalty. 
□  Toll-Free  telephone  ^ 
redemption  /  transfer,  y 
□  Free  check  writing,  vjj 
□  No-Load.  " 
No  sales  charge  or  redemption 
penalty.  You  get  these  bene- 1 
fits  whether  you  invest  ? 
$1,000  or  $1,000,000. 


For  current  yield,  phone  toll-free 
1-800-638-5660.  If  busy,  or  in 
Maryland,  call  collect 
301-547-2136. 


Rowe  Price 
Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  Street,  Baltimore, 
Maryland  21202. 


K6 


.  Zip  Code. 


For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
land  expenses,  obtain  a  prospectus.  Read 
i  it  carefully  before  you  invest  or  send 
|  money. 
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A  lot  of  companies — big  and  small — have 
tried  to  put  a  dent  in  WD-40's  growth.  So 
far,  none  has  succeeded,  not  even  the  likes 
I  of  giants  like  3M  and  Du  Pont. 

WHAT  IS  WD-40? 


By  Thomas  P.  Murphy 

WD-40  is,  well,  it  is 
WD-40,  and  therein 
lies  a  major  reason 
for  its  phenomenal 
success.  There  is  no 
generic  word  for 
this  product.  As 
John  S.  Barry,  55, 
who  is  president  of 
the  company,  ex- 
plains: "Competi- 
tors can't  shoot  you  off  the  fence  if 
they  can't  get  you  in  their  sights." 

A  lot  of  companies,  big  and  small, 
have  tried,  including  3M  and  Du  Pont, 
but  no  one  has  yet  put  a  dent  in  WD- 
40's  growth.  Consumers  just  don't 
think  of  the  product  as  a  "petroleum- 
based,  water-displacing  lubricant."  It 
is  WD-40  to  them,  that  almost  magi- 
cal stuff  they  can  squirt  anywhere  to 
stop  a  squeak  or  get  a  rust-clogged 
joint  moving  again.  Several  competi- 
tors, Barry  admits,  have  come  very 
close  to  the  formula.  "What  they 
don't  have,"  he  says,  "is  the  name." 

It  is  no  wonder  they  keep  trying  to 
compete  or  to  buy  out  the  company. 
Since  Barry  took  over  1 1  years  ago 
what  was  then  the  Rocket  Chemical 
Co.,  it  has  grown  from  a  pint-size 
outfit  with  a  little  over  $2  million  in 
sales  to  $35  million  in  1979,  and  will 
easily  go  over  $40  million  this  year. 
Barry  has  told  his  shareholders  that 
they  can  expect  to  see  the  business 
double  in  three  to  six  years. 

Barry  and  those  shareholders  al- 
ready may  have  the  simplest  business 
for  its  size  in  the  country.  The  WD-40 
Co.  has  just  30  employees,  most  of 
them  clerical,  plus  a  few  who  mix  the 
product  in  a  room  in  back  of  the  of- 
fice. Whatever  WD-40  is — Barry,  of 
course,  won't  say — the  ingredients  are 
stored  in  tanks  out  back  in  the  park- 
ing lot,  piped  into  a  mixing  vat  that  is 

T/x>mas  P.  Murphy  Ixads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


maybe  six  feet  tall  and  about  the  same 
in  diameter,  and  that's  it.  The  only 
other  step  is  shipping  this  concen- 
trate to  WD-40's  packagers — four 
companies  in  the  U.S.  and  a  fifth  in 
Canada  that  put  it  into  cans  and  ship 
it  to  the  wholesalers. 

"We  may  appear  to  be  a  manufac- 
turing company,"  Barry  told  me,  "but 
in  fact  we  are  a  marketing  company." 

John  S.  Barry  is  a  "get-to-the-heart- 
of-it"  kind  of  executive  who  was 
trained  as  an  engineer  but  spent  his 
career  in  marketing.  While  legend  has 
it  that  the  company  was  broke  when 
he  came  in  as  chief  executive,  that 
wasn't  really  so.  However,  it  was  not 
much  of  a  company,  either. 

The  company  was  started  in  the 
Fifties  when  three  investors  backed 
an  immigrant  chemist  who  wanted  to 
develop  lubricants  for  the  then-new 
rocket  industry.  The  industry  was  ex- 
periencing a  peculiar  problem  with 
the  stainless-steel  nose  cones  of  some 
rockets:  Under  stress  the  cones  devel- 
oped hairline  cracks,  and  the  cracks 
eventually  caused  rust.  WD-40  was 
developed  by  the  chemist  to  prevent 
that  rust  and  with  no  idea  it  might 
become  a  consumer  product. 

It  was  larceny  that  revealed  con- 
sumer interest.  Workers  at  the  Con- 
vair  plant  where  the  rockets  were 
made  were  filling  jars  with  the  lubri- 
cant and  taking  the  stuff  home.  When 
the  people  at  Rocket  Chemical  Co. 
learned  of  this,  they  decided  to  mar- 
ket the  product  to  consumers.  The 
name  WD-40  supposedly  meant  "wa- 
ter displacing,  the  40th  formula"  but 
fohn  Barry  won't  vouch  for  the  story. 

Barry  brought  to  the  business  a  rare 
kind  of  marketing  coherence  and  dis- 
cipline. He  cleaned  up  the  packaging 
and  increased  the  advertising  budget, 
but  most  of  all,  he  pushed  for  distribu- 
tion. In  1969,  when  Barry  took  over, 
WD-40  had  1,200  accounts— the 
wholesalers  who  get  WD-40  into  the 
retail  stores.  It  has  14,000  today. 

Over  the  years  Barry  has  passed  ur 
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a  lot  of  short-run  opportunities.  Sears, 
for  instance,  wanted  Barry  to  package 
WD-40  under  the  Sears  label.  He 
wouldn't  do  it.  Another  big  chain 
wanted  price  concessions — they  al- 
ways got  price  concessions.  Barry 
wouldn't  do  it.  While  the  short-run 
results  of  his  stubborn  policies  were 
painful — they  lost  big  sales — the  long- 
er run  has  been  beneficial. 

Most  of  all,  though,  Barry's  push  is 
for  distribution.  With  WD-40  already 
ubiquitous  in  the  hardware,  sporting- 
goods  and  automobile-supply  kinds  of 
outlets,  Barry  is  now  going  after  the 
supermarkets.  "It  is  an  impulse 
item,"  he  explains,  and  impulse  only 
works  when  the  product  is  on  the 
shelves,  the  more  of  it  the  better.  This 
year  Barry  is  running  a  contest  for 
consumers,  though  he  doesn't  give,  as 
he  puts  it,  "tittelyboo"  if  anybody  en- 
ters it.  The  idea  is  to  get  display  space. 
In  the  West,  where  WD-40  started  (it 
is  a  San  Diego  company),  consumer 
recognition  of  the  product  is  already 
about  as  good  as  anybody  could  hope 
to  get.  Recognition  is  lower  in  the 
East,  and  it  is  there,  and  in  Canada 
too,  that  Barry  expects  to  get  much  of 
his  sales  growth. 

WD-40's  stock,  like  the  product, 
has  been  one  of  those  things  people 
buy  with  a  sense  of  discovery.  (Who 
would  think  that  this  little  company 
off  the  freeway  in  San  Diego.  .  .  .) 
Enough  people  have  made  the  dis- 
covery so  that  WD-40  stock  is  not 
cheap.  Last  year's  earnings  were 
$2.22  per  share,  and  the  stock  re- 
cently traded  on  the  over-the- 
counter  market  at  about  33  per  share 
or,  roughly,  15  times  earnings.  Since 
the  company  is  awash  with  cash, 
Barry  pays  much  of  those  earnings 
out  in  dividends.  Last  year  he  paid 
$1.20  a  share  from  what  he  calls  the 
"money-making  machine." 

As  for  the  future,  Barry  is  not  look- 
ing for  new  products,  and  he  has  no 
intention  of  trying  to  sell  the  com- 
pany. To  illustrate,  he  pulls  a  sheaf  of 
letters  from  his  top  left-hand  drawer: 
"These  are  all  letters  from  companies 
that  want  to  buy  the  WD-40  Co.,"  he 
told  me.  "I  ask  them  what  they  can 
bring  to  WD-40,  and  they  usually  say 
money,  and  I  tell  them  we  have  all  the 
money  we  need." 

WD-40,  then,  might  just  turn  out  to 
be  that  rarest  of  the  rare,  a  highly 
successful  single-product  company  in 
the  package-goods  industry.  John  S. 
Barry  strikes  me  as  a  stubborn  man 
who  will  do  it  his  way.  Why  not?  It 
works  without  a  squeak.  ■ 


INTEREST  RATE  FUTURES 
PROFITS  &  PITFALLS,  r 

by  Ben  Weberman  1 


New  Book  Describes  the 
Secret  Techniques  of 
Successful  Hedgers  and  Speculators 


HOW  TO  PROFIT  FROM 
INTEREST  RATE  FLUCTUATIONS. 

Learn  how  the  pros  determine  the  price  of  each 
futures  contract!  how  to  decide  between  fixed- 
income  securities  or  futures  contracts  covering 
them!  how  to  mix  and  match  cash  and  futures 
markets  for  maximum  return!  and  lots  more  about 
this  fast  and  fast-growing  market. 

This  150-page  book,  just  published  by  Ben 
Weberman,  Economics  Editor  of  Forbes  tells  of  the 
risks  that  exchange  publications  and  salesmen 
rarely  describe  and  how  to  minimize  them. 

Whether  private  investor  or  corporate  officer, 
neophyte  or  knowledgeable  investor,  this  inside 
guide  will  help  you  live  with  fluctuations  in 
interest  rates — and  even  profit  by  them. 


Because  the  interest  rate  futures  market  is  growing 
by  leaps  and  bounds  you  owe  it  to  yourself  to  get  all 
the  information  you  can.  Some  of  the  topics  include: 

•  The  forward  market  and  futures  •  Why  use  the 
markets  •  Key  terms  and  risks  •  Contracts  -  mar- 
gin requirements  -  understanding  pricing  •  Pitfalls: 
the  market  is  not  a  bed  of  roses.  There  is  no  such 
thing  as  a  perfect  hedge.  •  Market  strategies 

•  Spread  strategies  and  much  much  more. 

Mail  Coupon  Now! 
Ben  Weberman 

80  Park  Avenue,  New  York,  N  Y.  10016 

Please  send  me  copy(ies)  of  INTEREST  RATE 

FUTURES-PROFITS  &  PITFALLS  by  Ben  Weberman  @  $24.95 
each.  Send  check  or  Money  Order 


BEN  WEBERMAN,  Economics  Editor  of  Forbes  Maga- 
zine, is  considered  a  peer  of  fixed  income  securities 
market  makers  and  is  on  a  first  name  basis  with  leading 
bank  chief  executives.  His  writing  is  known  for  its 
original,  frank  and  unhedged  positions. 


NAME*  TITLE. 

COMPANY  

ADDRESS  

CITY  


.STATE. 


-ZIP 


Two  Week  Money  Back  Guarantee. 

New  York  State  Residents  Please  Add  Sales  Tax 


This  announcement  appears  as  a  mailer  of  record  only 


G 


$8,200,000 

CANADAIR  CL-600 
CHALLENGER 

F/S  Air  Lease  Corp. 

has  acquired  and  will  place  this  fully-equipped  aircraft 
in  short-term  operating  service. 

A  wholly  owned  operating  subsidiary  of 

FSC  Corporation 

(OTC:FSCC) 


January  21,  1980 
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Here  are  some  more  bizarre  episodes  to 
provide  a  modicum  of  cheer  to  my  readers 
at  the  beginning  of  the  new  year 

REMARKABLE 
OCCURRENCES 


By  John  Train 


Anaconda 
Wanders 

Pasadena,  Calif. — 
A  brand  new  ca- 
reer— that  of  a 
plumber's  helper — 
looms  for  Mr. 
Snavely.  Mr.  Snave- 
ly  is  a  snake  who  ac- 
cidentally poked  his 
head  through  the 
plumbing  and  into  fame  one  recent 
Sunday,  thereby  enlivening  a  quiet 
afternoon  at  the  California  Institute 
of  Technology. 

It  all  started  when  math  student 
Mike  Krieger,  20,  put  Snavely  into  a 
bathtub  of  warm  water.  Snavely  had 
been  a  little  off  his  feed  during  the 
current  cool  spell,  and  Mike,  who  was 
snake-sitting  for  an  unidentified 
friend,  thought  a  warm  bath  might 
restore  the  tropical  Anaconda's  appe- 
tite. The  phone  rang. 

When  Krieger  returned  he  saw  the 
snake — since  christened  Mr.  Snavely 
by  wagsters — disappearing  down  the 
toilet.  He  grabbed  the  tail  and  began 
tugging. 

On  the  other  side  of  the  wall  Bob 
Titsworth,  a  graduate  student,  un- 
aware of  his  neighbor's  predicament, 
lifted  the  lid  on  a  nerve-shattering 
sight:  Snavely's  head. 

Titsworth  called  the  fire  depart- 
ment, the  police  and  the  humane 
society. 

An  hour  and  a  half  later,  the  nonpoi- 
sonous  Snavely,  four  inches  in  diame- 
ter and  seven  feet  long,  was  extricated 
from  the  plumbing. 

Snavely  was  taken  to  the  animal 
shelter,  where  yesterday  a  number  of 
heads  were  being  scratched  as  their 
owners  tackled  the  problem  of  what 
to  do  with  him. 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
Dance  of  the  Money  Bees. 


The  first  suggestion  was  rather  pro- 
saic: "Let's  give  him  to  the  zoo." 

Another  was  more  imaginative: 
"Well,  at  least  we've  proved  there's 
nothing  like  a  snake  for  clogged 
drains."  — Cleveland  Plain  Dealer 

Food  Chain 

Perhaps  the  classic  story  of  the  need 
for  caution  and  study  in  solving  eco- 
logical problems  is  cited  by  Dr.  La- 
mont  C.  Cole  of  Cornell  University, 
relating  a  World  Health  Organization 
effort  to  kill  off  malaria-causing  mos- 
quitoes in  Borneo. 

DDT  was  sprayed  to  kill  mosqui- 
toes, and  it  did.  But  it  didn't  kill 
roaches,  which  got  along  pretty  well 
with  concentrated  doses  of  DDT  in 
their  bodies. 

Long-tailed  lizards,  which  prey  on 
roaches,  got  DDT  in  amounts  enough 
to  affect  their  nervous  systems.  The 
lizards,  or  geckoes,  became  less  agile, 
falling  victim  to  cats. 

The  still  more  concentrated  DDT 
from  the  lizards  began  killing  off  the 
cats.  Rats  started  moving  in  from  Bor- 
neo forests,  bringing  a  threat  of 
plague. 

The  solution  to  that  was  to  para- 
chute cats  into  the  village  to  catch  or 
drive  away  the  rats,  and  they  did. 

But  the  roofs  of  houses  began  falling 
in.  The  lizards,  it  turned  out,  had  also 
been  eating  caterpillars.  The  caterpil- 
lars feasted  upon  the  thatching  of  the 
native  roofs. 

The  moral:  It  often  takes  time  to 
know  what  you  are  really  doing. 

—Associated  Press 

"Kamikaze  Driver" 

Tokyo — A  driver  who  drove  on  for 
more  than  a  mile  after  a  collision, 
stopped  his  car  only  after  he  noticed 
his  right  arm  was  missing,  police  said. 

Tsutomu  Ebara,  22,  who  was  hospi- 
talized in  fair  condition,  will  be 
charged  with  drunken  driving,  accord- 
ing to  the  police. 

Police  said  Ebara  was  driving  with 


his  right  arm  sticking  out  of  the  win- 
dow and  drifted  across  the  center  line 
of  a  two-lane  national  highway.  Ebara 
smashed  the  right  side  of  his  car 
against  a  truck  which  was  traveling  in 
the  opposite  direction,  they  said. 

Concerned  about  being  caught  by 
police  because  he  was  drunk,  Ebara 
sped  off  from  the  scene  although  his 
arm  had  been  amputated  from  the  el- 
bow. He  finally  stopped  after  traveling 
one-and-a-quarter  miles,  police  said. 

— United  Press 

Poetic  License 

Citizens  of  Guayaquil,  Ecuador  de- 
cided to  erect  in  the  town  square  a 
statue  of  the  19th-century  Ecuadorian 
poet  Jose  Joaquin  Olmedo.  They  were 
dismayed,  however,  when  they  found 
out  how  much  it  would  cost  to  com- 
mission the  statue.  The  problem  was 
solved  when  the  foundry  offered  them 
a  secondhand  statue  of  Lord  Byron 
cheap. 

They  bought  the  statue  of  Byron, 
made  some  changes  in  the  face,  erect- 
ed the  statue  in  the  square  and  put 
Olmedo's  name  on  the  pedestal. 

— Hagerman,  It's  an  Odd  World,  Sterling. 

Headhunting 

Before  their  dictator's  recent  fall 
from  power,  Ugandan  officials  asked 
the  World  Bank  personnel  office  to 
find  them  a  recruit  to  work  for  His 
Excellency  Field  Marshal  Al  Hadji  Idi 
Amin  Dada.  The  personnel  people 
found  a  suitable  candidate — an  En- 
glishman. They  cabled  him  the  offer, 
and  added:  "You  have  a  prepaid  cable- 
gram of  24  letters  in  which  to  reply." 
His  answer  came  back:  "HA  HA  HA 
HA  HA  HA  HA  HA  HA  HA  HA 
HA."  — Washington  Star 

Up-to-date 

London — A  panel  of  experts  decid- 
ed to  repaint  the  128-year-old  roof  of 
the  British  Railways  Paddington  sta- 
tion with  a  modern  color  scheme — 
pearl  gray  and  terra-cotta  red. 

Workers  stripped  off  41  layers  of  old 
paint",  railway  officials  said  Monday. 
The  original  coat,  put  on  in  1835,  they 
found,  was  pearl  gray  and  terra-cotta 
red.  — United  Press 

Faulty  Technique 

San  Juan,  Puerto  Rico — Fire  Chief 
Raul  Gandara  doused  a  fire  in  his 
house  with  a  garden  hose.  Flames 
flared  up  again,  destroying  300  copies 
of  a  book  he  wrote  called  The  Tech- 
nique of  Fire  Fighting. 

— Associated  Press  M 
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We  can  usually  get  more  out 
of  ourselves  by  demanding  more 
William  Feather 


Success  comes  to  those 
who  don't  let  it  happen, 
but  make  it  happen. 
Robert  Half 


Industry  is  a  better  horse 
to  ride  than  genius. 
Walter  Lippmann 


Give  me  a  positive  character, 
with  a  positive  faith, 
positive  opinions  and  positive 
actions,  though  frequently 
in  error.  Something 
is  better  than  nothing. 
Charles  Simmons 


Do  what  you  can,  with  what 
you  have,  where  you  are. 
Theodore  Roosevelt 


Never  give  a  man  up 
until  he  has  failed  at 
something  he  likes. 
Lewis  E.  Lawes 


Every  calling  is  great 
when  greatly  pursued. 
Oliver  Wendell  Holmes 


We  are  what  we  repeatedly  do. 
Excellence,  then,  is  not 
an  act  but  a  habit. 
Aristotle 


All  one's  work  might  have  been 
better  done,  but  this  is  the 
sort  of  reflection  a  worker 
must  put  aside  courageously 
if  he  doesn't  mean  every  one 
of  his  conceptions  to  remain 
forever  a  private  vision, 
an  evanescent  reverie. 
Joseph  Conrad 

To  do  today's  work  well  and 
not  to  bother  about  tomorrow 
is  the  secret  of  accomplishment. 
William  Osler 


Thoughts 

on  the  Business  of  Life 


You  never  get  a  place  in 
the  sun  crying  for  the  moon. 
PK.  Thomajan 


Whetfxr  we  find  pleasure  in 
our  work  or  whetljer  we  find  it 
a  bore,  depends  entirely  upon 
our  mental  attitude  toward  it, 
not  upon  tlx  task  itself. 
Almost  every  conspicuously 
successful  American  owes  his 
rise  to  having  thrown  himself 
heartily  into  his  work  and 
to  having  done  it  better  than 
ordinary.  To  get  tlx  best  and 
most  out  of  life,  put  the  best 
and  most  of  yourself  into  it. 
B.C.  Forbes 


For  success,  attitude  is 
equally  important  as  ability. 
Harry  F.  Banks 


One  of  the  greatest  mysteries 
in  the  world  is  the  success 
that  lies  in  conscientious  work. 
Calvin  Coolidge 


As  if  you  could  kill  time 
without  injuring  eternity! 
Henry  David  Thoreau 


Success  and  failure  have 
much  in  common  that  is  good. 
Both  mean  you're  trying. 
Frank  Tyger 


Whenever  a  man's  failure 
can  be  traced  to  management's 
mistakes,  he  has  to  be 
kept  on  the  payroll. 
Peter  Drucker 


More  than  3,000  ■■Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc  ,  60  Fifth  Avenue.  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders.  s 


We  are  told  that  talent 
creates  its  own  opportunities. 
But  it  sometimes  seems  that 
intense  desire  creates  not 
only  its  own  opportunities, 
but  its  own  talents. 
Eric  Hoffer 


Labor  is  pleasure  when 
I  wish  to  be  loved  by  the 
world.  Labor  is  torture 
when  I  want  to  love  the  world. 
Sri  Chinmoy 


Why  should  I  deny  myself 
the  pleasure  of  doing  a  job 
as  perfectly  as  possible? 
Fritz  Busse 


A  Text . . . 

If  thou  faint  in 
the  day  of  adversity, 
thy  strength  is  small. 
Proverbs  24:10 


Sent  in  by  David  L.  Nichols,  Pomeroy,  Wash. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  or  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Give  us  the  man  of  integrity, 
on  whom  we  know  we  can 
thoroughly  depend;  who  will 
stand  firm  when  others  fail. 
Arthur  R  Stanley 


Without  mounting  by 
degrees,  a  man  cannot 
attain  to  high  things. 
Philip  Sidney 


The  heights  by  great  men  reached 
and  kept  were  not  attained  by 
sudden  flight,  but  they,  while 
their  companions  slept,  were 
toiling  upward  in  the  night. 
Henry  Wadsworth  Longfellow 
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25  years  ago  people  didn't  know 
that  shrink-to-fit  packaging  would  give 
the  beef  industry  made-to-order  savings. 

But  Grace  knew. 


Back  when  beef  was  shipped  whole 
and  unprotected,  profits  dried  up 
as  soon  as  the  meat  did. 

Grace's  Cryovac  division  solved 
this  problem  with  a  unique 
shrink-to-fit  package  now  known  as 
the  Barrier  Bag? 

With  it,  meats  could  be  processed 
in  centralized  plants  and  shipped  in 
smaller  cuts  according  to 
grocers'  needs. 

The  idea  was  so  cost  efficient,  it 
revolutionized  grocery  merchandising. 
And  today,  Cryovac  shrink  films  help 


package  hundreds  of  grocery  and 
non-grocery  items. 

Cryovac  is  only  one  of  the  growing 
companies  that  make  up  Grace's 
specialty  chemical  business.  And 
chemicals,  in  turn,  are  only  one  part 
of  W.R.Grace  &  Co. 

Grace,  in  fact,  is  a  $5  billion 
company  with  broadly  balanced 
interests  in  chemicals,  natural 
resources,  and  consumer  businesses. 

Since  1968,  the  company's  net 
income  has  grown  by  an  average  of 
16%  annually,  and  shareholders 


have  been  receiving  cash  dividends 
for  46  consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.R.Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.FB-1. 


One  step  ahead  of  a 
changing  world. 

GRACE 

chemicals  •  natural  resources  •  consumer  products 


Diamond  International 
has  elected  to  pay  dividends 
for  99  years  in  a  row. 


Garfield— 1880 
McKinley— 1900 
Harding— 1920 


Roosevelt— 1940 


Cleveland— 1884 


Roosevelt— 1904 


Coolidge— 1924 


ST 


Roosevelt — 1944 


Kennedy— 1960  Johnson— 1964 


Harrison— 1888 

'IV 

Taft— 1908 


Hoover— 1928 


Truman— 1948 


Cleveland— 1892 


Wilson— 1912 


McKinley— 1896 


Wilson— 1916 


Roosevelt— 1932 


t  WOMEN         |V  ■ 

Eisenhower — 1952.         Eisenhower— 1956 


Roosevelt— 1936 


J 


Nixon— 1968 


Nixon— 1972 


/  CARTER 

•  Carter— 1976 


Uook  at  the  record. 

We  started  paying  stockholder 
dividends  in  1882,  during  Chester 
Arthur's  presidency.  And  we  haven't 
stopped  since. 

Since  1977  we've  increased  our 
cash  dividend  and  declared  a  special 
10%  stock  dividend. 


Out  of  over  1,100  listed  firms 
only  seven  other  NYSE  industrials 
have  paid  dividends  longer. 

Equally  impressive  is  Diamond's 
strategic  diversification.  It  has  helped 
us  counter  cyclical  swings.  Penetrate 
profitable  consumer  markets.  Build 
sales  to  over  $1 .2  billion. 


Sound  like  a  winner?  Write  toi 
Diamond  International,  733  Third! 
Avenue,  New  York,  N.Y  10017,  for) 
our  quarterly  and  annual  reports. 

Diamond 

V>,TV  International 


Forest  Products  •  Packaging  &  Printing  •  Pulp  &  Paper  ■  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


?  1980  Diamond  International  Corporation 
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IL  &  GAS  RESERVES 

HOW  MUCH 
MORE  IN  OUR 
OWN  BACKYARD?, 


COMMUNICATION 


COMPi 


Y 


I 


that's  modernizing  business 
through  fiber  optics 


Information  has  become  the  priceless  capital  of 
business:  the  speed  with  which  it  flows,  its  clarity  and  volume. 
Fiber  optics  being  basically  a  light  system,  nothing  could  be  faster, 
clearer,  more  efficient  in  relaying  sounds,  pictures,  data.  This  means  more 

cost-effective  telephony,  facsimile,  teleconference,  name  it.  NEC  was 
one  of  the  first  companies  in  the  world  to  develop  a  working  optical  fiber 
system.  It  is  this  type  of  innovation  and  initiative  that  has  won 
NEC  the  trust  of  customers  in  over  130  countries.  ~ 


Nippon  Electric  Co  Ltd 

Tokyo,  Japan 


CLIPPER  CLASS. 
IT  S  ALL  BUSINESS  AND 
ITS  ALL  YOURS. 


When  you're 
thousands  of  miles  from 
home  trying  to  solve  a 
business  problem,  it's  > 
usually  no 
vacation. 
Things  could  be 
tough  enough 
ivhile  you're  there 
/H  ^VSo  getting  there 
r  lly  jp|||  shouldn't  be 
M  ▼  HraK  tough,  too. 
■  ft  That's  why 

M    HIHiPan  Am  has 
Clipper  Class -a  y 
special  section  of  the 
airplane  just  for  busi- 
ness travelers. 

When  you  fly 
Clipper  Class, you 
get  special 


check-in  service,  drinks 
on  the  house  and  your 
choice  of 4 


entrees.  And 
that's  just  for 
openers. 
Because  Clipper  Class  is 
also  an  attitude. 
We  treat  the 
business 
traveler  as 
somebody  special, 
somebody  going  a 
long  way  to  do  a 
good  job. 

So  we've  trained 
our  people  and  organized 
our  system  to  give  business 
travelers  the  recognition  and 


extra  attention 
they  deserve. 
Maybe  that's 
why  thousands 
of  people  take 
Pan  Am  to  work. 
Shouldn't  you? 
Clipper  Class. 
It's  strictly  busi- 
ness. Arid  it's 
only  on  Pan  Am. 


We  fly  the  world 
the  way  the  world  wants  to  fly. 


IFbrbes 


February  4,  1980 
Volume  12.S,  Number  3 


Companies:  St.  Regis  Pa- 
per's mediocre  record  is  an 
acute  embarrassment.  Bill 
Haselton  is  determined  to 
change  it.  37 


S&Ls:  They're  out  to 
bring  home  some  of  those 
Eurodollars.  38 


Cover  Story:  The  oil  and 

gas  industry  is  embarked 
on  the  greatest  drilling 
frenzy  in  more  than  20 
years.  Does  it  mean  some- 
thing? Or  is  it  mere  public 
relations?  44 


Brazil:  Will  the  economic 
miracle  of  the  Sixties  be- 
come a  victim  of  the 
Eighties?  67 


Companies:  Carl  Son- 
theimer's  Cuisinart  has 
been  so  successful  that  it 
has  worked  him  into  some 
problems.  94 


Features 

Gold:  The  New  Gold  Rush.  The  Mother  Lode  may  never 
again  be  what  it  once  was,  but  with  gold  over  $750  an  ounce, 
companies  are  plunging  into  exploration  and  mining  ven- 
tures. How  many,  though,  will  pan  out?  33 

Gold:  Blinded  By  Gold  Dust.  Not  since  Rumpelstiltskinhas 
so  much  straw  been  spun  into  gold  34 

Congress:  A  Plethora  Of  Caucuses.  There  seems  to  be  one 
for  everything  these  days  36 

Companies:  The  Water  Of  Life.  That's  "whisky"  in 
Gaelic.  Hiram  Walker  may  be  underestimating  the  Scots' 
chauvinistic  feelings  about  it  39 

Britain:  What  Happened  To  The  Shopkeepers!  Margaret 
Thatcher  would  do  well  to  encourage  them  if  she  really  wants 
to  revive  British  capitalism  40 

As  I  See  It:  An  Answer  To  OPEC.  A  Stanford  economist 
says  a  good  one  would  be  $2  gasoline  49 

The  Streetwalker:  //  You  Could  Love  fust  One.  Top 
money  men  pick  a  single  stock  54 

Companies:  For  An  Encore!  Wells  Fargo  is  a  famous  old 
name  but,  in  its  present  form,  is  barely  20  years  old.  Under 
Dick  Cooley  it  has  had  stunning  success.  Now  he  must 
decide  where  to  take  it  next  59 

Stock  Exchanges:  Circle  The  Wagons.  Big  Board  rank- 
and-file  members  have  reacted  to  the  challenge  of  computers 
and  the  SEC  by  trying  to  hold  back  the  clock  62 

The Up-And-Comers:  Sic  Transit  Gloria,  Nympha!  Psyche 
may  be  in  danger  of  fading  away,  but  not  White  Rock  79 

Companies:  Suburban  Service.  Cole  National's  expansive 
founder — and  his  careful  managers  84 

Companies:  What  Hath  Wright  Wrought!  In  retirement, 
Mike  Wright,  former  boss  of  Exxon,  U.S.A.,  has  turned 
Cameron  Iron  Works  superprofitable  89 


Companies:  On  Top  Of  The  Mountain.  Pierre  Gousseland 
is  still  interested  in  diversifying  AMAX.  But  he's  not  broken- 
hearted that  he  hasn't  accomplished  it  yet  90 

The  Numbers  Game:  What  Big  Teeth  You  Have.  A 
business-bashing  measure  that  almost  got  through  92 

Statistical  Spotlight:  Back  From  Bankruptcy.  Some  who 
made  it.  Some  who  may  not  101 


Faces  Behind  The  Figures 

Lyman  C.  Hamilton  (Tamco  Enterprises) 

W.  Gordon  Jarvis  (Friden  Mailing  Equipment)   103 

David  Dubow  (IMS  International) 

Robert  Evans  (Motion  picture  producer)   104 

Robert  Arriz  and  John  Carroll  (Capital  Sports) 

William  P.  Wilder  (Consumers'  Gas  Co.)   109 


Money  And  Investments 

The  Economy:  The  Middleman  Is  Us.  Remember  that  the 
next  time  you  grumble  about  food  prices  Ill 


Columnists 

Ben  Weberman  112 

Heinz  H.Biel   114 

Stanley  W.  Angrist  116 


Srully  Blotnick  118 

John  Train  120 

Martin  T.  Sosnoff  122 


Departments 

Side  Lines  6     Fact  and  Comment  25 

Trends  8     Other  Comments  28 

Follow-Through  14     Editorial  Index  124 

Readers  Say  20     Thoughts  128 


Photos:  pp  6,  79,  91  top,  94,  Bill  Kelly,  pp.  33,  103  top,  Peter  Tatiner/Gamma  Liaison;  p 
35,  Rick  Lang  from  The  Executive  Magazine;  p.  36,  UPI;  pp.  38,  52,  John  McDermott;  pp.  59, 
104  bottom,  |im  Caccavo(Empire;  p.  62,  lim  Pickerell;  p.  67,  Pictorial  Parade;  pp  68,  70, 
Gamma  Liaison;  pp  69,  78,  Editona  Abril;  p.  84,  R.J.  Capack/Pelham  &  Friends;  p  89,  John 
Grossman,  p  103  bottom,  Michael  Evans/Gamma  Liaison,  p.  104  top,  Peter  Marlow/Sygma; 
p  109  top,  Patrick  Pagnano;  p.  109  bottom,  Wide  World  Illustrations:  p  40,  Chas.  B. 
Slackman;  p.  80,  Everett  Halvorsen. 

Charts  and  Maps:  pp  45,  46-47,  48,  1 1 1,  Andrew  Christie         Cover:  Tommy  Soloski 

Forbes  (ISSN  0015  6914)  is  published  biweekly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N  Y 
10011.  Second-class  postage  paid  at  New  York,  N.Y.  and  at  additional  mailing  offices 
Subscription  $24  a  year,  U.S.A.  Postmaster:  Send  address  changes  to  Forbes,  60  Fifth  Ave 
New  York,  N.Y.  1001 1.  Copyright  ©  1980  Forties  Inc 


2 


FORBES,  FEBRUARY  4,  191 


Introducing 
the  only  compact 

with  so  many 
luxury  features. 

~.  .  ,  ,.   ,  /  Semi-automatic 

Digital  display  v  /document  handler 

^        .    j.         ■  \  /  /  Flat  platen  glass  for 

Computer  diagnostics,      \  /         X0^%  bound  volumes 

Automatic  return  to  1  X"iiaHHHU   —  Contrast  control 


The  Xerox  name  ^  Digital  touch  controls 

/       WHH^fBBHM-  Letter-to-legal  shirt  lever 

23  copies  per  minute  x  b 


First  copy  in  5.4  seconds '  Four  wheels 


With  an  overall  width  of  26  inches,  you  can  park  the  new 
Xerox  3300  Copier  in  the  smallest  of  office  spaces. 

It  speeds  from  zero  to  23  copies  in  only  60  seconds.  It's 
economical,  using  regular  paper  instead  of  the  premium  kind. 

And  it  comes  complete  with  all  the  luxury  features 
indicated  above. 

So  call  your  local  Xerox  representative. 
And  test-drive  the  compact  with  the  one  luxury  feature 


found  only  on  the  finest  of  copiers. 
The  Xerox  name. 


XEROX 


Available  in  major  U.S.  cities  early  1980. 


XEROX®  and  3300  are  trademarks  of  XEROX  CORPORATION. 


Bell  Helping  You  Manage  Your  Business  Better 


7  WAYS  LONG  DISTANCE 
CAN  KEEP  YOUR  HEAD 
ABOVE  WATER. 


Getting  that  sinking  feeling  try- 
ing to  cope  with  today  s  rising 
business  costs?  Well,  our  Bell  Sys- 
tem experts  want  to  help  by  showing 
you  the  many  ways  your  phone  can 
save  you  money,  expand  your  busi- 
ness, and  improve  your  cash  flow. 

Read  all  about  them  to  discover 
how  Long  Distance  can  improve 
your  bottom  line. 

#1  A  winning  number  is  800. 

Your  toll-free  800  Service 
number  encourages  people  to  react 
instantly  to  direct  response  advertis- 
ing. And  sales  catalogs.  This  means 
you  can  immediately  measure  how 
effective  your  ad  is. 

In  selling  business-to-business, 
the  800  Service  number  encourages 
customers  to  call  you  when  they  need 
to  replenish  inventory.  Result:  easier 
ordering,  faster  order  processing. 
This  gives  you  a  competitive  edge. 

And  if  your  customer  has  a  com- 
plaint, you  discuss  it,  take  care  of  it  at 
once.  It  also  gives  consumers  imme- 
diate answers— about  product  specs, 
retail  outlets,  service  locations. 

As  for  cost  of  service,  you  can 
get  low  rates  on  time  units  as  little  as 
10  hours  per  month,  with  even  lower 
rates  on  time  exceeding  ten  hours. 
It's  a  good  investment  and  gives  you 
a  lot  of  prestige. 

#2  What  WATS  is  right  for  you? 

You  don't  have  to  be  a  biggie  to 
have  a  WATS  line.  You  can  have  an 
unlimited  number  of  calls  on  out- 
ward WATS  for  as  little  as  ten  hours 
a  month.  Or  as  much  as  240  hours 
each  month  FOR  A  SINGLE 
CHARGE.  And  you  don't  have  to 
buy  the  whole  country,  just  the 
zones  you  call  across  to  do  business. 
With  the  right  WATS,  you'll  be  able 
to  improve  customer  service,  avoid 
the  high  costs  of  inventory  outages, 
speed  up  cash  flow  and  lower  your 
operating  expense. 


#3  How  a  phone  number  can  be 
your  "office"  in  another  city. 

Bell  can  show  you  how  to  do 
business  in  a  distant  city  without  the 
expense  of  a  local  office.  With  the 
help  of  RCF—  Remote  Call  Forward- 
ing—  you  won't  need  an  office, 
equipment,  or  additional  help. 

Bell  assigns  your  firm  a  local 
number  in  the  city  of  your  choice. 
Calls  are  automatically  redirected  to 
you.  No  waiting.  No  operator  assis- 
tance. You  will  be  surprised  to  dis- 
cover that  the  cost  for  this  service  is 
remarkably  low. 

This  means  your  customer  is 
only  a  local  call  away.  With  RCF,  you 
can  open  new  markets,  test  them 
out,  accept  out-of-town  orders,  and 
improve  customer  service. 

#4  Selling  on  the  phone  instead 
of  on  the  road. 

Gasoline  prices  and  other  travel 
expenses  are  on  the  rise.  So  sending 
salespersons  out  to  get  small  orders 
from  small  accounts  is  a  waste  of 


time  and  money.  Our  Bell  experts 
can  help  you  keep  those  customers 
by  teaching  you  special  techniques. 

You'll  learn  how  to  call  periodi- 
cally when  inventory  is  down  and 
the  customer  is  ready  to  buy.  You'll 
contact  smaller  accounts  more 
frequently,  and  at  a  lower  cost,  than 
is  possible  with  on-premise  visits. 

#5  Improving  credit  management. 

Successful  credit  management 
is  the  key  to  cash  flow.  Our  Bell 
experts  have  programs  that  expand 
your  market,  develop  customers, 
build  profits,  and  give  you  a  better 
handle  on  fiscal  control.  You'll  be 
involved  with  an  overall  strategy 
that  will  enable  you  to  check  the  cus- 
tomer's ability  to  pay  on  time,  calcu- 
late marginal  risk,  and  collect 
overdue  accounts. 

#6  Turning  an  inquiry  into  a  sale. 

Turning  an  inquiring  prospect 
into  an  active  customer  takes  skill 
that  your  people  might  not  have. 

Our  Bell  experts  can  show  you 
how  to  screen  and  qualify  an 
inquirer's  interest,  and  then  take 
immediate  and  competent  action.  In 
no  time  you'll  learn  how  to  capitalize 
on  a  prospect's  interest  and  need 
immediately  —  when  he  or  she  is 
most  receptive  to  your  offer.  Effec- 
tively used,  our  techniques  will  help 
improve  your  sales  AND  profits. 

#7  Phoning  for  new  business. 

Today  you  can  actually  tele- 
phone for  new  business— and  get  it, 
provided  you  use  the  right  tech- 
niques.. Our  Bell  experts  can  teach 
you  how  to  shop  for  new  customers 
by  building  primary  and  secondary 
lists.  How  to  screen  a  prospect's 
interest  before  sending  out  material. 
And  how  to  follow  up  a  prospect 
after  a  mailing.  As  a  result,  you'll  in- 
crease your  market  coverage  or  ex- 
tend the  territory  you  now  cover  at 
a  fraction  of  your  present  sales  costs. 


Bell  System 


CALL  800-821-2121, 

Ext.  892 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  892. 


A  BELL  BUSINESS  EXPEBT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  one  or 
more  of  these  Bell  System  programs 
can  he  a  practical,  profitable  plus 
for  your  business.  To  help  you,  we'll 
need  information.  So  we'll  ask  ques- 
tions, like  the  ones  listed  below.  No 
surprises,  nothing  you  won't  have 
the  answer  to.  You'll  find  the  discus- 
sion thoroughly  enlightening  and 
enjoyable. 

Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 

business  have? 
Q.  How  many  sales  people  do  you 

have? 

Q.  What  is  your  primary  method  of 
customer  contact? 


'Hey!  I  want  to  keep 
my  head  above  water. 
Tell  me  how  Long  Distance 
can  help  me  manage 
my  business  better." 


Q.  What  type  of  advertising/promo- 
tion  do  you  use? 


Q.  Do  you  use  services  other  than 
your  local  lines,  such  as  WATS? 

Q.  How  do  you  test  or  expand  mar- 
ket areas? 

Q.  On  the  average,  how  many  ac- 
counts fall  past  due  each  month? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  share? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  1418 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Bemote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 

□  #7  Opening  New  Accounts 


Name. 
Title_ 


Company. 
Address  


Citv_ 


Area  Code. 


.State_ 


.Business  Phone. 


800-821-2121,  Ext.  892 


_Zip_ 


To  call  toll  free,  dial  800-821-2121,  Ext.  892,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  892. 
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Side  Lines 


Unhelpful 
silences 


Forbes'  Paul  Gibson  (left)  and  Jeff  Blyskal 
in  the  oil  patch,  a  high-stakes  poker  game. 


"We're  not  willing  to  put  on  record  what 
our  strategy  is,"  replied  a  Mobil  Oil 
spokesman  when  Associate  Editor  Paul 
Gibson  asked  for  an  interview  with  Mo- 
bil's top  brass  the  other  day.  It  was  to 
become  a  familiar  response  from  many 
other  major  oil  companies  as  Gibson, 
aided  by  Reporter-Researcher  Jeff  Blys- 
kal, set  out  to  report  and  write  this  is- 
sue's cover  story  (seep.  44). 

In  one  sense,  you  can  scarcely  blame  a 
large  oil  company  for  being  reluctant  to 
disclose  its  future  moves  in  oil  and  gas 
exploration.  Its  competitors  read  maga- 
zines, too.  In  fact,  those  companies  that 
did  respond  to  Forbes'  questions  invari- 
ably turned  out  to  be  those  that  had 
already  put  into  effect  most  of  their 
plans  for  increased  activity  in  the  U.S. 
oil  patch. 

It  soon  became  obvious,  however,  that 
another  reason  lay  behind  the  tight- 
lipped  responses:  the  federal  govern- 
ment's pending  windfall  profits  tax.  Due 
to  be  thrashed  out  in  a  Senate-House 
conference  and  then  voted  on  by  Con- 
gress as  Forbes  went  to  press,  this  tax 
promised  to  be  one  of  the  largest  fund- 
raisers yet  conceived  in  Washington. 
From  the  government's  point  of  view, 
this  is  a  lovely  tax.  (Don't  blame  us,  the 
tax  collector  can  say.  Blame  OPEC.)  It's 
such  a  lovely  tax  that  the  believers  in  Big 
Government  were  devilishly  tempted  to 
get  an  extra  $50  billion  or  so  out  of  it. 


What's  this  got  to  do  with  clamming 
up  in  the  oil  industry?  "My  guess,"  says 
Gibson,  "is  that  the  oil  boys  don't  want 
to  seem  too  anxious  to  get  their  hands  on 
all  that  extra  oil  and  gas.  If  they  gel 
overanxious,  then  their  enemies  in  Con 
gress  will  try  to  raise  the  ante.  The  whole 
thing  is  a  poker  game  and  you  don't  tip 
your  hand  in  poker,  do  you?" 

Gibson's  conclusion — fully  document 
ed  in  the  story — is  that  the  U.S.,  while 
not  exactly  swimming  in  the  stuff,  isn' 
quite  as  pumped  dry  as  the  pessimists 
contend  but  that  it  is  going  to  take  a  lot 
of  money  and  a  lot  of  skill  to  get  at  it.  We 
can  understand  why  the  industry  is  re 
luctant  to  tip  its  hand,  but  we  can  also 
see  why  the  American  public  is  thor- 
oughly confused  and  rather  fed  up.  Iron- 
ically, it  was  just  this  type  of  disillusion- 
ment that  led  Sam  Lefrak,  who  may  be 
the  world's  largest  private  landlord,  to 
become  an  unlikely  new  player  in  the 
energy  game. 

Annoyed  at  never  knowing  whether 
he  could  get  an  adequate  amount  of  natu- 
ral gas  to  heat  his  New  York  apartments, 
Lefrak  went  drilling  for  himself.  The 
ease  with  which  he  quickly  uncovered 
sufficient  gas  to  make  himself  indepen- 
dent of  his  normal  suppliers  only  helps 
underscore  the  perplexities  about  the  na- 
tion's potential  supplies.  Our  cover  story 
will  clear  at  least  some  of  the  doubts. 
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Where  do  insurance  companies  get  insurance? 


There  are  circumstances  when 
even  insurance  companies  need 
insurance— a  special  type  of 
insurance  called  reinsurance. 
And  in  many  cases,  they  buy  it 
from  the  same  familiar  name  you 
do— Prudential:  Or,  to  be  more 
precise,  a  Subsidiary  of  The 
Prudential  Insurance  Company 
of  America,  called  Prudential 
Reinsurance  Company  (PruRe).  ' 

In  simplest  terms,  reinsur- 
ance is  one  insurance  company 
^called  the  reinsurer)  assum- 
ing part  of  another  insurance 
company's  risks.  Insurance 


companies  buy  reinsurance  to 
reduce  the  impact  of  extraordi- 
nary claims  from  disasters. 

Some  examples:  potential 
disasters  to  skyscrapers,  the 
risk  of  spoilage  to  thousands  of 
gallons  of  fine  brandy  while  it's 
fermenting,  or  the  destruction  of 
the  master  prints  of  blockbuster 
movies. 

PruRe  reinsures  all  these 
examples— and  more.  In  fact, 
today  it  is  the  sixth  largest 
reinsurer  in  the  U.  S.  and  / 
Canada,  and  it  has  an  office  in  I ; 
Asia  and  a  subsidiary  in  Europe.  * 


For  more  information,  call 
the  insurance  company  insur- 
ance companies  call-Prudential 
Reinsurance  Company.  Call  or 
write  Senior  Vice  Presidents 
LeRoy  J.Simon  or  Paul  B.lngrey, 
21 3  Washington  St.,  Newark, 
N.J.  07101,  (201 )  877-8000. 

And  if  you  are  interested  in 
talking  about  insuring  your  life, 
health,  auto  or  home,  call  a 
Prudential  representative. 


P, Prudential 


Trends 


Edited  By  John  A.  Conway 


Gold  in  them  thar  hills 

The  glittering  prices  commanded  by  gold 
and  silver  have  not  only  sent  latter-day 
prospectors  scraping  the  tailings  of 
worked-out  bonanzas  like  the  Comstock 
Lode  (see  page  33);  they  have  also 
brought  a  touch  of  the  Old  West  to  law- 
men. In  Arizona,  for  example,  pick-and- 
shovel  treasure-hunters  have  fanned  out 
over  the  old  workings  around  Wicken- 
burg,  north  of  Phoenix,  and  have  even 
revived  claim-jumping,  a  crime  that 
went  out  with  Wyatt  Earp.  (Oddly 
enough,  Arizona's  most  storied  treasure 
trove,  the  Lost  Dutchman  mine  in  the 
Superstition  Mountains  near  Phoenix,  is 
getting  no  play  during  the  new  gold  rush. 
"There's  no  gold  in  the  Superstitions," 
says  one  local  expert  in  such  matters.) 


Uncle  Sam's  bills 

A  one-man  crusade  is  getting  under  way 
to  force  the  federal  government  to  pay  its 
bills  on  time,  or  at  least  to  require  penal- 
ties for  late  payment.  Citing  figures  com- 
piled for  Congress  by  the  General  Ac- 
counting Office,  Representative  Robert  J. 
Lagomarsino,  a  Republican  from  Ven- 
tura, Calif.,  says  that  federal  agencies  fail 
to  pay  61%  of  their  bills  on  time  and  he 
is  pushing  legislation  to  make  prompt 
settlement  a  national  policy.  He  brushes 
aside  arguments  that  late  penalties  could 
cost  the  taxpayers  more  money  and  that 
another  army  of  bureaucrats  would  have 
to  be  hired  to  expedite  payments.  Lago- 
marsino is  also  urging  small  business- 
men who  deal  with  the  government  to 
put  heat  on  Congress  for  his  idea,  charg- 
ing that  "a  lot  of  the  late  payments  are 
owed  to  small  and  medium-size  compa- 
nies that  don't  have  the  staff  or  the  clout 
to  avoid  the  delays." 


The  grocery  bill 

Lost  in  the  outcry  over  soaring  food 
prices  is  the  fact  that  Americans  today 
are  spending  a  considerably  smaller 
share  of  their  income  for  groceries  than 
they  did  a  decade  ago.  A  study  by  the 
General  Accounting  Office,  Congress' 
investigative  arm,  found  that  U.S.  fam- 
ilies laid  out  28.5%  of  their  income  for 
food  in  1960,  but  only  19.2%  in  1978. 
(The  GAO  concedes,  however,  that 
some  low-income  Americans  do  spend 
as  much  as  40%  of  their  income  to  eat.) 
One  reason  for  the  drop  in  the  share 
spent  on  food — and  the  GAO  includes 
restaurant  and  alcoholic  beverage  tabs  in 
its  figures — is  that  housing,  transporta- 
tion and  other  goods  and  services  have 
been  taking  a  bigger  bite  out  of  the 
family  budget.  Food  prices  in  the  U.S. 


have  been  climbing  at  an  average  of  8% 
a  year  since  1972,  the  GAO  found,  but 
they  are  still  among  the  lowest  in  any 
industrial  country.  And  where  does  the 
food  dollar  go?  The  GAO  says  68  cents 
of  it  paid  for  labor  and  other  costs  in- 
volved in  processing,  packaging,  trans- 
porting and  selling  food. 


Her  Majesty's  papers 

Private  enterprise  could  lie  in  the  future 
of  one  of  Britain's  most  successful  gov- 
ernment operations,  Her  Majesty's  Sta- 
tionery Office,  the  equivalent  of  the  U.S. 
Government  Printing  Office.  Founded  in 
1786  under  George  IE,  the  Stationery 
Office  produces  the  British  govern- 
ment's official  papers,  ranging  from  pam- 
phlets on  pig-feeding  and  Downing 
Street's  White  Papers  to  Hansard,  the 
daily  record  of  parliamentary  proceed- 
ings. Prime  Minister  Margaret  Thatch- 
er's Tory  Government  has  moved  the 


H.M.  Stationery  Office  seal 


A  Tory  touch  of  free  enterprise. 

Stationery  Office  into  the  world  of  pri- 
vate enterprise  by  refusing  to  ask  parlia- 
ment to  fund  it  this  year.  Instead,  Her 
Majesty's  stationers  will  be  given  a  start- 
up loan  and  told  to  generate  the  money 
they  need  themselves.  Putting  the  office 
on  this  basis  automatically  raises  the 
prospect  of  the  $400-million-a-year  gov- 
ernment operation  eventually  becoming 
a  privately  owned  company.  (Curiously, 
the  printing  of  official  papers  was  made  a 
government  monopoly  in  the  18th  cen- 
tury to  end  what  parliament  considered 
exorbitant  profits  of  private  printers.) 
One  likely  result:  a  major  increase  in  the 
half-dozen  or  so  retail  outlets  now  oper- 
ated by  the  Stationery  Office  in  down- 
town London  and  other  British  cities. 


In  the  swim 

The  housing  industry  may  be  having  its 
troubles  but  home  swimming-pool  build- 
ers are  doing  quite  nicely,  thank  you. 
Last  year,  according  to  the  National 


Swimming  Pool  Institute,  was  on] 
"quite  good"  but  that  was  attributed  to 
cool,  damp  summer  across  the  countr 
The  result  was  a  10%  to  15%  increase  i 
pools  instead  of  a  hoped-for  20%  to  25°/t 
If  construction  money  is  available,  eve 
at  high  interest,  the  institute  predict 
another  "quite  good"  year  in  1980.  Po<j 
promoters  expect  to  make  waves  thi 
year  because  of  gas  shortages  and  be 
cause  they  expect  many  families  to  b 
upgrading  their  present  homes  rathe 
than  laying  out  big  money  for  more  luxu 
rious  shelter.  While  private  pools  hay 
been  more  than  holding  their  own,  pub 
lie  swimming  facilities  have  tailed  off  a| 
taxpayers  have  begun  to  bridle  at  spend 
ing  money  for  them.  Along  with  back 
yard  pools,  which  run  from  $6,000  ti 
$15,000,  other  at-home  watering  hole 
have  been  doing  well.  The  industry  fig 
ures  that  as  many  as  50,000  home  spai 
and  35,000  "hot  tubs"  were  sold  in  1971 
and  probably  more  in  1979. 


Art  for  business'  sake 

Cornell's  graduate  school  of  business  i< 
trying  something  new  to  promote  th« 
ideal  that  businessmen  have  an  obliga 
tion  to  support  the  fine  arts.  The  school 
is  setting  up  its  own  art  gallery  on  th< 
Ithaca,  N.Y.  campus  to  display — and 
sell — the  works  of  contemporary  artists] 
apparently  hoping  that  appreciation  ol 
the  finer  things  in  life  will  thus  rub  off  on 
its  budding  captains  of  industry.  As  a 
plus  for  the  artists  (the  first  will  be  MM 
chael  Boyd,  an  exemplar  of  the  "con-ll 
structionist"  school),  Cornell  will  charge 
no  commission  on  sales,  saving  the  artist 
the  usual  steep  gallery  fees. 


How  much  Social  Security? 

The  issue  of  what  to  do  about  the  huge; 
bulge  in  the  Social  Security  program  for 
the  disabled  is  still  alive  in  Washington! 
even  though  the  number  of  Americans! 
retiring  for  disability  has  leveled  off  in  the; 
past  year.  The  problem  is  that  payments] 
to  the  disabled  and  their  dependents  qua- 
drupled, from  $3  billion  to  $12  billion, 
between  1970  and  1978,  while  the  num- 
ber of  recipients  doubled,  to  about  5  mil- 
lion. Charles  W.  Meyer,  an  economist  at 
Iowa  State  University,  studied  the  pro- 
gram for  the  American  Enterprise  Insti- 
tute, a  leading  force  in  the  world  of  con- 
servative economics.  The  formula  used  to 
determine  disability  benefits,  Meyer  con- 
cluded in  his  report,  could  mean  that  the 
payments  might  become  so  high  as  to  > 
overshadow  the  monetary  return  from  a 
job,  particularly  for  low-income  workers. 
That  could  be  an  argument,  he  says,  for] 
setting  different  payment  rules  for  the 
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Peabody: 

More  Energy  +  Better  Quality  +  Less  Pollution  =  Growth 


^  ^  A  look  at  our  chart  will  help  you 
^™  gauge  the  effectiveness  of 
Peabody's  'corporate  formula.' 

It  amounts  to  an  earnings  per  share 
growth  rate  of  21  4  percent  for  every 
year  since  the  company  was  origi- 
nated in  1968. 

Peabody's  performance,  in  fact,  has 
placed  it  eighth  in  earnings  growth  of 
all  Fortune  500  companies  for  the  dec- 
ade ending  in  1978. 

Peabody's 

3  winning  areas.  Oil  Field  Quality 
Assurance.  Environment.  Three  key 
urgencies  to  which  Peabody  has  com- 
mitted itself  as  its  three  interrelated 
marketing  areas. 

Results  bear  out  the  strength  of  this 
combination. 

1 .  Sales  in  our  Oil  Field  group  have 
gone  up  at  a  compound  annual  rate  of 
31  percent  over  a  seven  year  period. 

2.  Sales  in  our  Quality  Assurance 
group  have  risen  at  a  compound  an- 
nual rate  of  32  percent  since  1973 

3.  Sales  in  our  Environmental  control 
area  have  grown  at  the  rate  of  24  per- 
cent per  year  since  1968  to  a  current 
level  of  $410  million. 

Hard-to-Find  Oil  and  Gas, 
our  specialty.  The  demand  for  our  Oil 
Field  products  has  never  been 
stronger. 

Peabody's  fleet  of  unique  land  and 
amphibious  exploration  vessels,  for  in- 
stance, is  discovering  rich  oil  deposits  in 
previously  inaccessible  marshland  and 
shallow  offshore  areas. 

During  our  1979  fiscal  year,  the  number  of 
special  Peabody  seismic  crews  who  man 
these  projects  doubled  to  sixteen 

Sales  in  this  highly  successful  new  area 
alone  increased  55  percent  to  $20.4  million 
during  the  same  period. 

And  more  oil 

from  existing  wells.  Until  recently,  it  was 
economically  unfeasible  to  extract  more 
than  a  third  of  the  oil  in  a  typical  field. 

With  the  phasing  in  of  decontrolled  oil 
prices,  Peabody's  backlog  in  pumping  units 
has  gone  up  sevenfold. 

Oil  well  completions  as  a  whole  have 


doubled  for  each  of  the  three  years  we  have 
been  in  that  business. 

One  special  Peabody  answer  is  our  Vannsys- 
tem,  which  uses  patented  tools  and  methods  to 
start  oil  flow  in  new  and  old  wells.  It  often 
makes  the  crucial  difference  between  a 
dry  hole  and  a  productive  well. 

Quality  Assurance  = 
Earnings  Assurance.  A  prime  exam- 
ple of  the  overlap  between  Peabody's 
Energy,  Environmental  and  Quality  As- 
surance interests  is  the  'Peabody  Cam- 
era Pig'— a  revolutionary  device  that  is 
examining  the  interior  of  natural  gas  and 
oil  pipelines  for  corrosion  and  critical  wall 
deterioration. 

As  the  costs  of  'unqualify'  continue  to  sky- 
rocket for  manufacturers,  Peabody's  foremost 
MAGNAFLUX  name  continues  to  lead  in  the  field 
of  non-destructive  testing.  Its  contributions  are 
preventing  everything  from  automobile  recalls  to 


the  detenorationofwholetransit  systems. 

Demand  for  our  testing  services 
from  the  oil,  chemical,  petrochemical, 
power  generation  and  aerospace  in- 
dustries have  created  a  sales  increase 
of  19  percent  for  us  in  1979. 

And,  during  the  same  period,  oper- 
ating profits  for  this  Quality  Assurance 
group  went  up  by  44  percent. 

First  in  Coal  Testing 
Combustion  and  Clean-Up. 

Peabody's  engineers  are  also  attack- 
ing the  high  pollution  problem  of  coal. 

Peabodys,  in  fact,  does  just  about 
everything  with  coal  except  dig  it.  This 
includes  the  design  and  building  of 
systems  that  test  it  for  quality,  burn  it  ef- 
ficiently and  scrub  its  emissions  for 
clean  air. 

The  strong,  steady  growth 
record  called  Peabody.  Over  the 
last  eleven  years,  Peabody  has 
evolved  rapidly  with  the  changing  so- 
cial and  economic  needs  of  our  time. 

Energy  is  a  paramount  uncertainty 
and  a  paramount  need  of  today. 

And  today,  Peabody  is,  first  and 
foremost,  an  energy  company.  Approx- 
imately half  of  all  our  sales— and  a 
higher  share  of  our  profits— derived  di- 
rectly from  energy  markets  in  1979. 

Our  management  team  believes  that 
it  is  this  commitment,  combined  with 
our  related  capabilities  in  environmen- 
tal control  and  quality  assurance,  that 
is  converting  the 
Peabody Idea 
into  the  sound 
report  of  finan- 
cial facts  we  are 
able  to  report 
again  for  this 
past  year. 

To  see  the  full 
story  as  told  in 
succinct  detail  in 
our  new  1979  Annual  Report,  please 
write  us  today  at  the  address  A  A 
listed  here. 

Write:  Box  1,  Peabody  International, 
4  Landmark  Square,  Stamford,  CT,  06901 
John  E.  McConnaughx  Jr. 
Chairman  and  Chief  Executive  Officer. 


Peabody 

The  Peabody  Idea: 
More  Energy,  Better  Quality,  Less  Pollution. 


You  gain* 

Puerto  Rico  offers  you  the  best  "bottom-line" 
tax  structure  in  the  United  States! 

fact:  Lowest  taxes  under  the  U.S.  flag, 
fact:  Your  first  $100,000  net  profit    tax  tree. 

fact:  You  could  earn  $1,000,000  in  profit.. .and  pay  only  $26,000  in  taxes. 

fact:  $1,935,000,000  in  American  business  profits  in  1978- 
up  46%  in  two  years. 

We  gain. 


Puerto  Rico  is  attracting 
more  American  businesses  than  even 

fact:  Since  1977,  an  additional  386  American  businesses  opened  subsidiaries. 

fact:  Since  1977,  ewer  23,000  new  jobs  have  been  created  on  the  island. 

fact:  Since  1977,  $600,000,000  ( the  most  ever)  has  been  invested  in 
roads,  ports,  communications. 

fact:  Since  1977,  Puerto  Rico's  net  income  has  grown  to  $7,748,600,000  — 
ahead  of  13  mainland  states. 


Puerto  RicoJJSA. 

The  ideal  second  home  tor  American  Business. 


A  partnership  that  works 

For  more  information:  Write  us  on  your  company  letterhead,  Puerto  Rico  Economic  Development  Administration, 
Dept.  FB-6,  1 290  Avenue  of  the  Americas,  New  York,  New  York  10019. 
Or  call  us,  toll  free  (800)  22  5-0699  ext.  228 

©  NT1^  Puerto  Riai  Economic  Development  Administration 


tabled  and  for  those  simply  retiring 
;  cause  of  age.  Both  forms  of  Social  Secu- 
jy  now  are  based  on  a  worker's  income 
:d  payments  into  the  Social  Security 
lOgram.  Congress  is  wrestling  with  the 
loblem.  The  House  has  passed  a  bill  to 
[nit  disability  payments  to  80%  of  a 
Drker's  earnings;  the  Senate  is  working 
i  a  less  restrictive  plan.  (Both  would 
ect  only  new  beneficiaries.) 

Say  "Aah!" 

ie  woman  doctor  is  riding  high  on  the 
ave  of  the  future.  Almost  28%  of  the 
st-year  students  at  the  top  126  U.S. 
edical  schools  are  women,  according  to 
e  Association  of  American  Medical 
Dlleges,  and  more  than  25%  of  their 
tal  enrollment  is  female  (16,141  out  of 
>,800).  The  increase  in  women  medical 
itrants  was  the  biggest  in  five  years. 
:n  years  ago  only  9%  of  first-year  medi- 
1  students  were  women. 

The  bang  and  the  buck 

ifense  spending  will  go  through  the 
ntagon  roof  in  the  next  five  years,  ac- 
rding  to  economist  Arthur  Okun,  once 
ndon  Johnson's  chief  economic  advis- 
and  now  Senior  Fellow  at  the  Brook- 
gs  Institution.  The  modest  5%-or-so 
creases  proposed  by  President  Carter 
fore  Afghanistan  exploded  are  only  a 
art,  Okun  thinks.  "I'd  tear  them  up  and 
bstitute  20%  to  25%  today,"  he  says, 
liberal  Democrat,  Okun  feels  that 
mericans  are  ready  to  think  rough 
t;ain  after  a  spell  of  post-Vietnam  disen- 
lantment  with  world  politics.  The  crit- 
>,s   who   inveighed   against  throwing 
honey  at  social  problems  are  now  ready 
b  do  the  same  at  military  ones,  he 
Dints  out. 

Good  luck,  Mr.  Minister 

jritish  experts  have  crossed  the  Atlantic 
I  study  American  car-pooling  as  a  way 
Lit  of  their  traffic  jams.  Britain's  new 
ilinister  of  Transport,  Norman  Fowler, 
as  dispatched  a  top  aide  to  look  into  the 
leans  used  to  spur  pooling  in  Boston 
rid  other  U.S.  cities.  He  grants  that  80% 
jf  London's  workers  get  to  the  job  by 
us,  train  or  subway;  he's  worried  about 
lie  130,000  automobiles  that  pile  into 
ie  city  during  the  rush  hour  carrying 
nly  about  175,000  persons,  one  sign 
lat  pooling  isn't  very  popular  now.  By 
cudying  U.S.  incentives,  he  says,  "we 
all  try  to  benefit  from  your  experience." 
Ie  will  find  that  car-pools  as  a  solution 
)  traffic  constitute  one  of  the  U.S.'  con- 
picuous  and  consistent  failures. 
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Call  one  Dunhill 
and  you've  plugged  in 
the  entire  country. 


One  phone  call.  Reach  any  local 
Dunhill  office  and  you  tap  the  resources 
of  over  250  Dunhills.  With  hundreds  of 
industry  and  occupational  specialists  in 
our  National  Exchange  network  of 
candidate-employer  matching. 

This  system,  unique  to  the  Dunhill 
organization,  finds  the  hard-to-find 


people  for  accounting,  administrative, 
EDP,  engineering,  sales,  technical  and 
specialized  management  skills  in  all  the 
demand  industries. 

Dunhill  professionals  recruit  high 
caliber  people  in  the  $15-50,000  range. 
Locally  and  nationwide. 


Dunhill 

The  National  Personnel  System. 

See  your  telephone  directory  for  the  nearest  Dunhill  office. 


• — AVERY  SPECIAL  OFFER  TO  READERS  OF  FORBES  —  ■ 

Standard  &  Poor's  STOCK  GUIDE 


ORDER  NOW 
SAVE  20% 


Return  the  coupon  and  receive 
your  own  personal  copy  of  Stan- 
dard &  Poor's  268-page  Stock 
Guide,  delivered  to  your  home  or 
office  each  month  for  a  full  year 
at  a  remarkable  $10.40  saving 
from  the  regular  $52  price.  With 
its  268  fact-filled  pages  and  44 
columns  of  information  on  over 
5,000  stocks  and  mutual  funds, 
each  monthly  issue  literally  puts 
the  stock  market  at  your  finger- 
tips. It's  probably  the  most  widely 
used,  most  useful  and  most  often 
referred  to  investor's  aid  in  the 
world.  Please  act  now,  this  20% 
discount  offer  may  not  be  repeated. 

Sit 

I"  tin 1 

Standard  &  Poor's  Corporation 
25  Broadway.  New  York,  N.Y.  10004 
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HM0-4FON06 

Standard  &  Poor's  Corporation 
25  Broadway,  New  York,  N.Y.  10004 

Please  enter  my  subscription  to  Security 
Owner's  STOCK  GUIDE  at  once.  Bill  me  later 
for  the  tax  deductible  cost  of  only  $41.60  for 
12  monthly  issues.  (A  $10.40  saving  from  the 
regular  price.) 


Print  Name 


Signature 


City . 


State _ 


Zip  Code . 


No  assignment  ol  this  agreement  without  subscriber's  consent 


TV  Guide  readers 
St.  Louis 


Hall  of  Famer  Stan  Musial  says: 


4Y 


"It  covers  the  field" 

"TV  Guide  gives  you  a  lot  of  ideas  of  what's  going  on.  It  gives 
me  good  information,  with  fine  articles  and  features.  We  just 
couldn't  do  without  it." 


At  Checkerboard 
Square,  Ralston  Purina 
executive  Barbara 
Snyder  says:  "It's  important  to  tell  the 
5.  people  who  you  are  and  what  you're 
all  about.  TV  Guide  does  that  very 
well  and  very  entertainingly. 
Reading  TV  Guide  is  more 
exciting  than  watching  tv." 


/  / 


Americ 

TV  Guide*  and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Pubhcat: 


"I've  done  enough  television  shows  so  that  I'm 
pretty  aware  of  what  goes  on,"  adds  Robert  Darnell, 
actor/director  at  the  Loretto-Hilton  Repertory- 
Theatre  "TV  Guide  tells  me  what  I  need  to 
know  about  television,  when  I 
need  to  know  it." 


Landscape  architect 
Im  O'Brien,  his  wife  Margie, 
Id  their  four  children  live 
Iross  the  Mississippi  in 
blleville,  111.  "I  don't  like  to 
|  white -washed,"  Tom  told 
us.  "I'd  rather  have  the 
facts  known.  TV  Guide 
does  that,  in  a  very 
satisfactory  way.  I 
believe  what 
they  say." 


"Television  is  going  through  an  exciting  evolu- 
tionary process,"  notes  Michael  Zeman,  architectural 
marketing  consultant  in  Laclede's  Landing.  "I  like 
TV  Guide's  overview  of  what  the  industry  is  really 
like.  You  have  to  have  some  kind  of  objective  view." 


From  St.  Louis  to  St.  Petersburg  to  San  Diego,  TV  Guide  puts 
advertisers  in  the  catbird  seat.  Delivering  over  42  million  adults  each 
week.  It's  the  biggest,  busiest,  buying-est  magazine  audience  around. 
And  TV  Guide  has  scoring  clout:  in  just  one  week,  we'll  get  your 
message  home  to  more  readers,  quicker,  than  anyone  else.  Sell  to 
America  in  America's  best  selling  magazine. 


eads  TV  Guide. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS  INC 


Follow^rough 


Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  .  .  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible  Call  toll  free 
800  525  1344  or  mail  coupon. 


W.  L.  Martin 

Dept.  1079 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


POSTAL 

EXECUTIVE 

FINANCIAL 


I 
I 


W  Write  to:  ^ 

W.  L.  Martin 

Dept.  1079 
14201  E.  4th  Ave.,  P.O.  Box  39F 
Denver,  CO  80239 
Send  complete  information  and  a  loan  application 
Name  


Address 
City. 


I 
I 


-State 


Zip 


affiliate  ol  The  St  Paul  Companies.  Inc 


848 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (plea*  print ) 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 
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The  Dow  versus  the  world 

The  bearish  rumbles  coming  out  of  Wall 
Street  last  year,  Forbes  declared  a  few 
months  ago  (Oct.  15,  1979),  were  hardly 
borne  out  by  the  figures.  The  Dow  Jones 
industrial  average,  the  bellwether,  was 
admittedly  in  the  doldrums  but  a  wider 
view  showed  that  individual  stock 
prices,  as  opposed  to  the  "market,"  had 
really  been  going  strong.  If  the  whole 
spectrum  were  considered,  investors  had 
in  fact  enriched  themselves,  at  least  on 
paper,  by  $150  billion  between  February 
and  September  of  1979.  "This  is  a  bear 
market?"  Forbes  asked. 

If  the  Dow  and  its  30  blue  chips  were 
set  aside,  other,  wider  indices  gave  a  far 
different  idea  of  what  was  happening. 
The  Value  Line  Composite  of  1,700 
stocks,  Standard  &  Poor's  500,  the  New 
York  and  American  Stock  Exchange  in- 
dices and,  broadest  of  all,  the  Wilshire 
5,000  Equity  Index  were  all  registering 
pluses — and  significant  ones.  The  read- 
ings in  that  1979  Forbes  report  were 
based  on  August  1979  figures;  the  perfor- 
mances during  the  rest  of  the  year  bore 
out  the  bullish  trend. 

By  year's  end,  the  Dow  Jones  industri- 
als, after  a  5.5%  drop  during  the  final  four 
months,  closed  up  a  modest  4.2%.  The 
NYSE  index  clocked  a  15.5%  jump  for 
the  year,  and  around  the  corner  the 
American  Stock  Exchange,  with  its  ros- 
ter of  lower-price  energy  and  other  spec- 
ulative issues,  ended  1979  with  an  index 
showing  a  64.1%  increase. 

The  other  stock  market  barometers 
that  Forbes  had  read  for  its  October 
1979  report  showed  little  if  any  signifi- 
cant change  between  August  and  the  end 
of  1979.  The  year-long  performances, 
however,  were  all  a  bull  could  ask  for. 
Value  Line  ended  the  year  with  a  24.4% 
increase;  the  NASDAQ  over-the-counter 
index  scored  a  28.1%  gain,  Standard  & 
Poor's  500  racked  up  a  12.3%  improve- 
ment. Wilshire's  5,000-company  com- 
posite, which  covers  virtually  every  com- 
mon under  the  sun,  wound  up  the  year 
with  a  19.3%  increase. 

To  repeat  the  question,  that  was  a  bear 
market? 

Fool's  gold 

"Next  time  a  man  tells  you  he  has  a 
surefire  thing — whether  it  is  a  stock,  a 
tax  shelter,  a  bar  of  gold  or  a  bag  of  silver 
coins — just  thank  him,  and  keep  your 
hands  in  your  pockets."  Forbes  handed 
out  that  advice  a  little  more  than  five 
years  ago  (Sept.  1,  1974),  a  time  when  gold 
was  priced  at  $158  an  ounce  on  the  mar- 
ket and  silver  was  selling  for  about  $4.20 
an  ounce.  In  that  same  issue,  in  fact, 


Forbes  castigated  what  it  called  "silv 
slickers"  for  luring  investors  into  foolia 
ventures  in  silver  coins. 

As  1980  opened,  gold  shot  past  tl 
$750-an-ounce  mark  and  silver,  once  tl" 
fool's  gold  of  the  slickers,  was  going  fd 
well  over  $40  an  ounce. 


Help  wanted 

Last  summer  Forbes  reported  that  tt 
740  miles  of  48-inch  pipe  for  the  U. 
section  of  the  proposed  Alaska  natural 
gas  line  would  come  from  Japan,  as  ha 
all  the  pipe  for  the  oil  line  there  (Trena 
Aug.  20,  1979).  Why?  Because,  pipelirj 
executives  said,  the  U.S.  had  only  on 
mill  capable  of  handling  such  an  orde 
and  quality  control  there  was  not  rate 
high  enough  for  the  task.  "The  Japanea 
mills  do  a  much  better  job,"  one  ac 
mitted  sadly.  That  story  triggered 
quick  and  sharp  response  from  a  U.J 
Steel  spokesman,  a  natural  reaction  aj 
his  company's  works  in  Baytown,  Tejj 
had  to  be  the  lone  American  produce 
mentioned.  Understandably,  the  calle 
denied  the  pipeliner's  disparaging  corn 
ments.  After  that,  silence.  The  abseno 
of  the  expected  follow-up  protest  frorl 
Big  Steel,  which  has  consistently  argue« 
that  the  industry's  problems  should  all  b« 
blamed  on  Japan's  superefficient  stee! 
makers,  has  now  become  clearer.  U.S 
Steel  Chairman  David  Roderick  tok 
New  York  securities  analysts  that  hi: 
company  was  no  longer  relying  solely  or 
its  own  technology.  "There  won't  be  anj 
'invent-it-here'  syndrome  at  U.S.  Steel, 
he  said.  Specifically,  he  added,  the  com 


U.S.  Steel's  Daiid  Roderick 
Catling  on  the  enemy  for  help. 
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Put  Corroon&Black 
to  work  for  you. 

Well  put  more  perks  per  dollar 
in  your  employee  benefit  program. 


Chances  are,  different  people  in  your  business  need  dif- 
ferent kinds  of  employee  benefits  to  keep  them  happy. 
Some,  just  basic  group  health,  pension  and  life 
packages.  Others  also  require  estate  planning  and 
individual  programs  as  perks.  That's  where  a 
Corroon  &  Black  checkup  can  help  you  offer  more 
without  paying  more.  Call  us  and  we'll  analyze  your 
entire  employee  benefit  package. 
We'll  help  you  start  programs  to  control  ■ 
costs.  Tell  you  if  your  employee  £     ™  mM 

benefits  are  on  ^j^*.  * 


par  with  the  industry.  And  close  coverage  gaps  you 
may  not  even  know  existed.  It's  the  approach 
Corroon  &  Black  has  used  successfully  for  75  years— 
for  companies  of  all  sizes  around  the  world.  Today, 
we're  one  of  the  top  ten  insurance  brokers  in  the 
world   and  one  of  the  fastest  growing. 

For  a  complete  checkup,  call 
m  •  Richard  M.  Miller,  President, 

toll-free,  at  800-221-7024. 

(In  New  York,  call  collect, 
212-363-4100.) 


CS  Corroon*Black 


Wall  Street  Plaza,  New  York,  N.Y.  10005  ■  Offices  nationwide  and  worldwide 


Imagine  a  publication 
whose  subscribers  decide  what 
gets  covered.  That's  a  unique 
characteristic  of  D&B  Business 
Reports  from  Dun  &  Bradstreet. 

There  is  no  other  source 
of  business  information  like  it  to 
help  form  or  cement  relation- 
ships between  buyers  and 
sellers.  What  makes  the  informa- 
tion in  a  D&B  Business  Report  so 
complete  and  reliable  is  that  it 
comes  straight  from  management 
in  an  interview  with  a  trained 
D&B  reporter. 

Usually,  a  D&B  reporter 
calls  on  your  company  as  the 
result  of  an  inquiry  by  a  Dun  & 


Bradstreet  subscriber.  It  means 
somebody  is  interested  in  doing 
business  with  you.  And  it  stands 
to  reason  they'll  want  to  know 
how  you  operate  and  how  you 
pay  your  bills. 

It's  in  your  own  best 
interests  to  provide  the  D&B 
reporter  with  information  that's 
sought  by  banks  and  insurance 
companies  as  well  as  suppliers. 
For  privately  owned  businesses, 
it  can  serve  to  verify  your 
financial  standing.  For  well 
established  firms,  it  can  lead  to 
profitable  business  from 
unexpected  sources.  And  even 
when  a  company's  financial 


statement  is  not  particularly 
strong,  a  comprehensive  D&B 
Business  Report  is  often  the  basis 
for  a  favorable  credit  decision. 

You  can  be  candid  with  a 
D&B  reporter.  The  information  is 
for  "eyes  only"  of  D&B 
subscribers  who  request  it,  in 
written  form  or  via  D&B's  new 
Duns  Dial  direct-line  telephone 
service. 

When  a  D&B  reporter 
calls,  respond.  It  could  be 
opportunity  knocking. 

Dun  &  Bradstreet 

B a  company  of 
The  Dun  &  Bradstreet  Corporation 


FollowThrough 


jany  was  bringing  in  foreign  experts  and 
quipment  to  help  with  a  quality  im- 
provement program  at  its  Texas  pipe 
slant.  And  where  were  the  foreign  tech- 
iicians  and  gear  coming  from?  From  Ja- 
:an,  that's  where. 

Serendipity 

Vhen  Continental  Corp.  Chairman  John 
.  Ricker  Jr.  was  in  China  two  years  ago 
3  do  a  little  insurance  business,  he  stum- 
led  across  and  promptly  grabbed  a 
i  hance  to  introduce  another  American 
puch,  credit  cards — specifically  Diner's 
j:;lub,  which  his  company  owns  (Forbes, 
nrends,  Oct.  16,  1978).  Ricker's  opening 
i|ame  because  insurance  in  China  is  han- 
|  led  by  the  managers  of  the  govern- 
ment's banks,  who  are  naturally  ready  to 
lalk  about  anything  involving  money,  a 
ijubject  that  obviously  includes  credit 
;ards.  Ricker  based  his  pitch  on  how 
i'Durism  would  build  China's  skimpy  for- 
iign  exchange  and  how  the  credit  card 
j/ould  save  visitors  the  need  to  carry 
jales  of  local  currency.  (He  had  found 
that  the  largest  Chinese  banknote  was 
jhe  equivalent  of  $4.) 
I  Ricker  came  away  from  China  with  a 
respectable  amount  of  insurance  busi- 
ness (offshore  drilling,  claim  settlements, 
jarticipation  in  the  local  industry)  but 
inly  polite  expressions  of  interest  in  his 
redit  cards.  Serendipity  pays,  however, 
hren  though  with  the  Chinese  nothing 
jiappens  overnight. 

j  The  polite  interest  expressed  by  the 
Chinese  bankers  Ricker  talked  with  bore 
ruit  just  last  month,  enabling  Diner's 
l^lub  to  announce  to  the  world  in  f  ull- 
age newspaper  ads  that  it  had  become 
;  the  first  travel  and  entertainment  card 
[dmitted  into  China."  (Visa  cards  were 
jccepted  at  the  big  trade  fair  in  Canton 
ast  year,  but  that  was  a  special  case  and 
kisa,  with  no  issuer  in  China,  is  limited 
in  its  use.) 

"John  Ricker  started  the  ball  rolling," 
Ixplains  Seymour  Flug,  chairman  and 
I  hief  executive  of  Diner's  Club,  "and  our 
long  Kong  people  took  it  from  there." 
"he  people  in  this  case  were  Diner's 
epresentatives  in  Hong  Kong  along  with 
he  company's  partner  in  the  area,  the 
Iharter  Bank.  (Diner's  operates  abroad 
iy  teaming  up  with  local  institutions  and 
etaining  some  of  the  equity.)  Flug  him- 
elf  journeyed  to  Hong  Kong  last  Novem- 
ber to  dot  the  i's  on  the  final  proposal  to 
'eking,  but  neither  he  nor  Ricker  has 
>een  in  China  itself  since  the  latter's 
978  visit.  The  new  business  will  be  run 
rom  Hong  Kong,  with  the  Charter  Bank 
ontinuing  to  act  as  Diner's  partner  in 
he  new  venture. 
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THE  EDITION  IS  NEARING  COMPLETION 

This 

magnificent 
replica  of 
Remington's 
THE  OUTLAW 

cast  in  imperishable 
bronze  in  a  limited 
edition  of  1000 


Frederic  Remington  is  perhaps  the  best  known 
artist-chronicler  of  the  Old  West.  Late  in  his 
career,  he  created  23  dynamic  bronzes.  The 
Outlaw,  which  he  completed  a  few  years  before 
his  death,  is  considered  one  of  his  finest  works. 
The  Outlaw,  originally  cast  in  1906,  has 
become  a  rare  collector's  item.  Any  one 
of  the  40  or  more  originals  is  now 
appraised  at  8135,000. 

THE  SECOND  IN  A  COLLECTION  OF  LIMITED 
EDITION  BRONZE  REMINGTON  REPLICAS 

This  limited  edition  replica  is  the  second  in  a 
group  of  Remington  bronzes  specially  commis- 
sioned by  Museum  Collections  Inc.,  and  issued 
in  cooperation  with  the  Buffalo  Bill  Historical 
Center,  Cody,  Wyoming.  The  first,  The  Bronco 
Buster,  was  fully  subscribed  and  there  is  a 
waiting  list  of  buyers. 

Your  purchase  of  this  fine  bronze  will  be 
registered  in  the  archives  of  the  Buffalo  Bill 
Historical  Center,  and  a  Certificate  of  Owner- 
ship signed  by  the  director  of  The  Historical 
Center  will  accompany  each  sculpture. 


The  Outlaw,  by  Frederick  Remington. 
Actual  size  17V*" with  American  walnut  base. 
Cast  in  bronze  by  the  lost  wax  process. 

SO  FAITHFUL  TO  THE  ORIGINAL  THAT  IT  HAS 
BEEN  SCALED  DOWN  TO  AVOID  CONFUSION 

Every  detail  of  Remington's  original  has  been 
recreated  in  the  replica — but  it  has  been 
reduced  one  fourth  in  scale,  foundry  marked 
and  dated,  so  that  it  may  never  be  mistaken  for 
one  of  the  originals.  This  copyrighted  edition  is 
being  cast  under  the  auspices  of  Museum  Col- 
lections Inc.,  using  the  lost  wax  process  and 
patination  that  was  used  for  Remington's 
original  bronzes. 


You  are  advised  to  order 
now  The  final  bronzes 
are  being  cast  -  then  the 
molds  will  be  destroyed. 

To  own  the  The  Outlaw  is  to  own  an  au- 
thentic classic  of  Western  Art.  Each  bronze 
is  individually  hand-finished.  Collectors 
have  already  reserved  the  major  share  of 
this  fine  edition.  We  therefore  urge  you  to 
place  your  order  for  your  bronze  now,  to 
avoid  disappointment. 

To  order,  call  toll  free... 

1  -800-243 -4492,  or  write:  Richard  Walker, 
President,  Museum  Collections  Inc.,  Dept. 
F16  Box  7000,  Greenwich,  Conn.  06830,  for 
illustrated  brochure. 

Issue  price,  $1,250.  You  may  reserve  the  next 
available  numbered  bronze  immediately  by 
sending  us  your  check  now.  Major  credit  cards 
honored.  A  five-month  payment  plan  may  be 
arranged.  W e  urge  you  to  take  prompt  action. 


The  Outlaw,  a  front  view. 


Guaranteed  re-purchase  agreement:  Museum 
Collections  Inc.  will  willingly  re-purchase  your 
numbered  bronze  of  The  Outlaw  anytime  within 
one  year  of  your  date  of  purchase.  Thus,  your 
investment  in  this  bronze  is  fully  protected. 

A  Time  Inc.  Company  S 
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Rockwell  International  is  mora 
than  a  builder  of 
America's  Space  Shuttle. 


Much  more. 


If  you  think  of  Rockwell 
International  as  a  company  that 
makes  spaceships,  you  have  good 
reason.  We  are  prime  contractor  to 
NASA  for  Space  Shuttle  orbiters  and 
their  main  engines,  and  for  integration 
of  the  entire  Shuttle  system  and 
selected  payloads.  The  Rockwell-built 
orbiter  is  the  world's  first  reusable 
spaceship,  capable  of  at  least  one 
hundred  missions  into  space  and 
back.  It  will  launch  like  a  rocket,  haul 
like  a  truck,  work  like  a  space  station, 
then  return  to  Earth  and  land  like  a 
glider.  But  aerospace  is  only  part  of 
the  Rockwell  story. 

Rockwell  International  is  a 
major  multi-industry  company, 
applying  advanced  technology  to  a 
wide  range  of  products  —  in 
automotive,  aerospace,  electronics 
and  general  industries.  Following  are 
some  examples  of  our  balanced 
diversification. 


Rockwell  aerospace  involvement 
extends  well  beyond  the  Space  Shuttle. 
Our  rocket  engines  have  been  used  to 
launch  over  two-thirds  of  all  U.S.- 
manned  space  flights  and  satellites,  and 
we're  building  the  Navstar  satellites  that 
are  bringing  totally  new  standards  of 
accuracy  to  world  navigation. 

For  general  aviation,  , 
we  build  Sabreliner®  ,| 
business  jets  and  Jetprop  ^ 
Commander®  840  and  980 
business  aircraft.  And  we  have 
a  long,  proud  history  as  a  designer 
and  builder  of  military  aircraft. 

Automotive. 

(Sales,  fiscal  1979:  $1.3  billion.) 

One-half  of  the  highway  tandem 
tractors  in  North  America  are  equipped 
with  Rockwell  axles  —  and  more  than 
half  of  the  heavy-duty  trucks  stop  with 
Rockwell  brakes.  We're  also  a  major 
supplier  of  drivelines,  steel  and  styled 


aluminum  wheels, 
mechanical  devices, 
castings,  steel  wheel 
covers  and  other 
components  for  trucks, 
trailers,  buses,  vans 
and  passenger  cars. 

In  this  age  of 
rising  costs,  Rockwell  is 
creating  products  that 
can  help  trucks  and  cars  perform  better. 
We've  developed  an  electronic  instru- 
mentation system  called  Tripmaster® 
which  can  provide  truck  fleet  operators 
with  data  that  can  improve  vehicle 

utilization  and  operating 


Tripmaster  helps  a 
truck  Hue  longer  -  and  a 
fleet  operator  manage 
his  business 
better. 


efficiency.  Some  of  our  components  that  j 
can  help  cut  a  trucker's  fuel  consumption 
and  increase  payloads  include  a  new 
aluminum  front  axle  beam,  Taper-Leaf® 
springs  and  Stopmaster-  brakes. 


Rocket  engine 
wer  equivalent  to 
the  output  of 
23  Hoover  Dams. 


Electronics. 

(Sales,  fiscal  1979:  $15  billion.) 

We're  one  of  the  world's 
leading  suppliers  of  avionics  — 
communications,  navigation 
and  flight  control 
equipment  —  for  air 
transport, 


genera 

aviation  and  government  aircraft.  We 
also  make  microelectronic  systems 
and  devices  and  missile  guidance 
and  control  systems.  And 
we  manufacture  and  install 
telecommunications 
systems  for  businesses  and 
governments  worldwide. 

One  of  Rockwell's 
latest  electronic  achievements 
is  the  production  of  bubble 
domain  memories.  We  gjjll 
developed  and  market  11 
a  device  measuring  about  two-fifths  of 
an  inch  square  that  can  store  up  to 
256,000  bits  of  information.  It  has  no 
moving  parts  and  its 
memory  is  not 
erased  when 
power  is 
turned 
off. 


General  Industries. 

(Sales,  fiscal  1979:  SI. 2  billion.) 

Most  of  America's  major  daily 
newspapers  are  printed  on  our  Goss 
presses.  We  also  make  textile  equipment 
industrial  sewing  machines,  power  tools, 
water  and  gas  meters 
and  other  products 
for  utilities. 


Our 

quarter-million-bit 
bubble  memory  device. 


Rockwell  was 
the  first  company 

in  the  world  to  produce  a 
256,000-bit  memory  for 
commercial  applications. 

Mechanical  mass  storage  computer 
memories  can  now  be  replaced  by 
smaller,  faster,  more  reliable,  more 
energy-efficient  systems. 


Everyday,  hundreds 
of  millions  of  cubic  feet  of  gas  flow 
through  the  Rockwell  Hypresphere 
ball  valves  on  this  production  platform 
in  the  Gulf  of  Mexico. 

In  addition,  our  extensive 
technology  is  being  applied  to  the 
world's  growing  need  for  alternate 
sources  of  energy.  We're  involved  in 
projects  for  nuclear  energy,  coal 
gasification,  flue  gas  desulfurization,  and 
solar,  wind  and  geothermal  power. 
We  also  manufacture  valves  — 
plug,  pipeline  ball,  gate,  globe, 
angle  and  check  valves  for 
America's  power  needs.  Our 
Flow  Control  Division  is  one 
of  the  world's  leading 
suppliers  of  high- 
technology  valvingfor 
U.S.  and  international 
energy  markets.  Rockwell 
valves  are  used  in  oil  and 
gas  production,  transmission 
and  processing;  natural  gas 
distribution  pipelines;  synthetic  fuel 
processing  plants;  electric  power  plants; 
shipboard  power  plants;  and  in  many 
other  energy-related  markets. 


Earnings  per  share 


Earnings  up  in  '79 
4th  consecutive  year. 

Rockwell  International's  total 
sales  for  fiscal  1979  were  $6.2  billion, 
up  16  percent  over  $5.3  billion  in  the 
prior  year.  Net  income  totaled  $261.1 
million,  or  $7.33  per  share,  an 
increase  of  48  percent  over  1978  net 
income  of  $176.6  million,  or  $5.02 
per  share.  Return  on  average  equity 
has  increased  to  18  percent,  which 


Return  on  average  equity 


9.4% 


10.6%  | 


11.8% 


13.6% 


18. 0% 


1975    1976    1977     1978  1979 

places  the  company  among  the  top 
one-third  in  the  Fortune  100  listing  of 
U.S.  industrial  corporations.  This  is  a 
substantial  improvement  over  the 
previous  year  and  nearly  twice  that  of 
1975. 

For  more  of  the  Rockwell  story, 
please  write  us  for  a  copy  of  our 
annual  report:  Rockwell  International, 
Dept.  815R-23,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


...where  science  gets  down  tc  business 

Automotive  /Aerospace 
Electronics/General  Industries 


Readers  Say 


Bush  for  President? 

Sir:  Re  your  endorsement  of  George 
Bush  for  President  (Jan.  7).  He  stands  out 
head  over  heels  from  any  candidate.  In- 
teresting to  note  that  at  the  moment 
Carter  would  delay  ratifying  SALT.  Be- 
ing slapped  in  the  face  by  the  U.S.S.R.  he 
thinks  differently,  but  he  should  have 
known  better  at  the  outset. 
— Fred  M.  Young 
President, 

Young  Radiator  Co. 
Racine,  Wis. 

Sir:  If  we're  going  to  get  a  Democrat, 
let's  get  a  real  one. 
— Waiter  K.  Buescher 
Pigeon  Forge,  Term. 

Sir:  If  you  think  George  Bush  is  able,  just 
wait  until  you  meet  Philip  Crane. 
—Stuart  Bernstein 
Miami,  Fla. 

Sir:  I  am  for  Ronald  Reagan.  He  has  good 
common  sense.  The  legacy  of  Reagan 
probably  is  the  extraordinarily  superior 
performance  of  the  California  economy 
under  a  very  "flaky"  governor,  Brown. 
— C.C.  Felton 
El  Cerrito,  Calif. 

Sir:  I  am  an  Iowa  farmer  and  I  almost 
shouted  for  joy  when  I  read  "If  I  Could 
Select  The  Next  President."  Ask  your 
good  business  friends  if  they  would  ap- 
point a  man  going  on  70  years  of  age  to 
the  top  executive  job  on  a  major  U.S. 
corporation  or  the  president  of  a  first- 
class  college  or  university. 

Reagan  has  little  background  in  foreign 
affairs.  He  was  an  excellent  sports  an- 
nouncer. I  grew  up  listening  to  him  on 
WHO,  Des  Moines.  And  I  enjoyed  his 
Hollywood  films.  But  it  makes  me  un- 
easy to  think  of  him  as  taking  on  the 
toughest  job  in  the  world. 
— Robert  K.  Buck 
Waukee,  Iowa 

Sir:  Re  your  put-down  of  Reagan,  Con- 
nally,  etc.:  Cancel  my  subscription. 

— Edward  D.  Schultz 
San  Diego,  Calif. 


Short  count 

Sir:  We  only  get  two  strikes?  We  have  to 
make  ten  yards  in  three  downs? 

In  your  Annual  Report  on  American 
Industry,  which  I  regard  as  the  report 
card  on  corporate  managements,  we 
should  have  finished  14th  in  the  stock 
market.  By  overlooking  a  2-for-l  stock 


split  in  1975  and  the  spinoff  of  Tandy- 
crafts  (NYSE),  Color  Tile  (OTC),  Tandy 
Brands  (ASE)  and  Stafford-Lowdon 
(merged  into  American  Standard  in  Sep- 
tember 1979  for  $26.75  per  share),  you 
dropped  us  far  back  in  the  pack. 

Actually,  an  investment  of  $11,500  in 
Tandy  Corp.  on  Dec.  31,  1974  was  worth 
$141,956.25  on  Nov.  28,  1979. 
— Phil  R.  North 
Chairman  of  the  Board, 
Tandy  Corp. 
Ft.  Worth,  Tex. 


Hard  times  for  dealers 

Sir:  Re  "Can  Ford  keep  up?"  (Forbes, 
Oct.  15,  1979).  I  suggest  a  new  article: 
"Can  the  new-car  dealer  survive?" 

— Thomas  Eugels 
Mineral  Point,  Wis. 


Why  not  Finland? 

Sir:  Your  article  on  the  Great  Lakes 
shipping  revival  ("Ships  ahoy!"  Dec.  10, 
1979)  doesn't  pinpoint  the  real  problem 
confronting  Great  Lakes  shipping — guar- 
anteed year-round  passage. 

Prodded  by  Congress,  the  Coast  Guard 
recently  testified  that  it  could  produce  a 
new  icebreaker  in  about  ten  years,  at  a 
cost  of  some  $90  million.  Finland,  an 
undisputed  leader  in  icebreaking  tech- 
nology, is  on  the  record  as  being  able  to 
deliver  an  icebreaker  for  the  Great  Lakes 
with  a  2'/2-year  guaranteed  delivery  at  a 
guaranteed  price  of  $60  million.  Instead 
of  trying  to  reinvent  the  wheel,  we 
should  turn  to  Finland  for  her  icebreaker- 
building  knowhow. 
— Mark  Evans  Austad 
Fonner  U.S.  Ambassador  to  Finland, 
Scottsdale,  Ariz. 


Another  merger 

Sir:  Re  "Some  Names  That  Could 
Emerge  From  Mergers"  (Fact  and  Com- 
ment, fan.  7).  If  El  Al  Israeli  Airlines 
merged  with  National  Airlines,  they'd  be 
called  Hebrew  National. 
— Thomas  Friedman 
Brooklyn,  N.Y. 


Why  we  need  regulation 

Sir:  In  "America's  Green  Gold"  (Dec.  24, 
1979),  you  attack  "environmentalists." 

Forestry  without  government  over- 
sight would  not  serve  our  long-term  in- 
terests. Consider  the  history  of  those 


who  have  profited  from  other  natural 
resources  and  you'll  see  that  some  form 
of  government  protection  is  needed. 
Consider,  for  example,  how  quickly  our 
own  oil  resources  are  being  depleted.  Or 
better  yet  how  quickly  the  buffalo  saw  its 
own  near-demise  even  though  it  too 
could  reproduce,  as  do  trees.  Consider 
whales,  dodo  birds  or  bald  eagles. 
— Paul  Obis 
Editor, 

Vegetarian  Times 
Oak  Park,  III. 

Sir:  You  left  out  at  least  two  of  our  exotic 
woods  which  have  been  advancing  in 
price  at  about  the  same  rate  as  gold. 
Black  walnut  is  as  expensive  as  you  can 
get  anywhere  in  the  world  and  cherry  is 
not  far  behind.  A  neighbor  last  year  sold 
two  big  trees — $3,000  for  the  pair.  Japan 
and  Italy  have  been  buying  our  walnut  for 
fancy  furniture. 
—Hugh  Moffett 
Brandon,  Vt. 


Actual  production 

Sir:  Through  a  clerical  error,  the  number 
that  we  provided  for  our  total  gas  produc- 
tion in  1979  was  incorrect.  The  correct 
number  for  our  estimated  1979  gas  pro- 
duction is  38.6  billion  cubic  feet  net  of 
royalties. 
—John  R  Blewer 
Vice  President, 

Texas  Gas  Transmission  Corp. 
Ou  ensboro,  Ky. 


Unfire-able  bureaucrat 

Sir:  At  first  I  was  amused  at  your 
"Memo  Of  The  Month"  (Fact  and  Com- 
ment, Jan.  7),  but  a  few  seconds  later  I 
almost  cried.  We  are  probably  paying  Mr. 
Raub  an  excellent  salary  and  we  cannot 
even  fire  him. 
— W.C  Holcombe 
Augusta,  Ga. 


Wrong  Washington 

Sir:  Not  once,  but  twice  in  your  editorial 
about  Earl  (Red)  Blaik  (Fact  and  Comment, 
Dec.  24),  you  refer  to  a  game  between 
Army  and  Washington  that  never  took 
place.  Army  did  not  play  the  University 
of  Washington  Huskies  last  season;  they 
played  the  Washington  State  University 
Cougars. 
—Amer  W.  Nelson 
Seattle,  Waslx 
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BARCLAYS  BANK  HELPS 
YKK  JAPAN  ZIP  TO  THE  TOP 
IN  NEWMARKETS 


YKK  of  Tokyo  are  the  world's 
largest  manufacturers  of  zip  fasteners. 
They  make  zippers  for  just  about 
everything.  High  fashion  dresses. 
Flotation  collars  to  contain  oil  slicks. 
Wet  suits  to  go  deep  under  the  sea. 

YKK  meet  the  growing  demand 
for  their  products  by  building 
strategically  placed  factories  around 
the  world.  There  are  now  YKK 
operations  in  Trinidad  and  Swaziland. 
For  both,  finance  has  been  provided 
by  Barclays  Bank  International. 


We  were  able  to  help  because 
we  have  branches  in  Swaziland  and 
Trinidad  as  well  as  in  Japan.  And 
of  course  in  other  countries  where 
YKK  have  built  factories,  such  as 
the  United  States  and  Great  Britain. 

Barclays  Bank  International  can 
help  companies  world-wide  develop 
in  new  markets  because  we  have 
our  own  people  and  our  own 
branches  where  they  are  needed  for 
international  business. 

We  can  help  in  Hamburg  and 


Los  Angeles.  In  Melbourne, 
Buenos  Aires  and  Paris.  And  in 
Hong  Kong,  Bahrain  and  Toronto . . . 

The  Barclays  International 
group  is  in  more  than  75  countries 
spanning  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by:. 

Vice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY.  10017.  Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California.  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213 1  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West,  Toronto,  Ontario  M5L  1G2.  Telephone  (416)  862  0594. 


BMVVLTHE  CAR 

COMPANY  THAT 


LEGISLATED  INTO 
MEDIOCRITY. 


The  challenge  that  faces  the 
automaker  of  the  1980s  lies 
not  in  meeting  tougher  pollution 
standards,  nor  in  coping  with 
ever  more  restrictive  safety  regu- 
lations—not even  in  accommo- 
dating the  petroleum  shortages 
that  are  fast  becoming  a  regular 
summer  occurrence. 


No  indeed.  The  challenge  lies 
in  meeting  the  myriad  of  societal 
demands  and  still  building  auto- 
mobiles that  are  worth  driving. 

Pessimists  darkly  predict 
that  it  cannot  be  done  and  point 
to  the  depressing  number 
of  uninspired  automobiles  on  the 
market  as  incontrovertible  proof. 


Yet,  fortunately,  these  gloomy 
predictions  do  not  take  into  ac- 
count the  inventive  genius  and 
the  obsessive  determination  of 
the  engineers  at  BMW  in  Munich, 
Germany  to  build  extraordinary 
automobiles. 

Against  all  odds  the  BMW 
!  not  only  meets  the  demands  of 
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(society,  it  also  provides  the  sort 
■of  exhilarating  driving  experience 
jthat  automotive  enthusiasts  have 
[all  but  given  up  for  lost. 
|A  SEEMINGLY  INCONGRUOUS 

COMBINATION  OF 
[LUXURY,  PERFORMANCE  AND 
EFFICIENCY. 
Conventional  automotive  wis- 
ildom  has  it  that,  inevitably,  one 
iimust  choose  between  luxury, 
performance  and  fuel  efficiency. 
|A  sufficiency  in  any  one  necessi- 
tating a  corresponding  insuffi- 
ciency in  another 

And  in  the  face  of  this,  the 
BMW  seems  all  the  more  re- 
markable for  requiring  no  com- 
promise whatsoever. 

Round  a  particularly  sticky 
curve  and  the  legendary  BMW 
suspension  system— indepen- 
dent on  all  four  wheels— flexes 
with  an  uncanny  resiliency  that 
makes  one  feel  as  if  the  car 
were  built  into  the  roadway.  A 
sensation  that  results  from  highly 
advanced  suspension  technology 
and  the  virtually  perfect  integra- 
tion of  man  and  machine. 

The  BMW  power  plant— 
whether  4  or  6  cylinder—  has  long 
been  a  model  for  modern  design. 
Press  the  acceleratorandthefuel- 


injected,  overhead  cam  engine 
responds  in  a  manner  that  can 
only  be  described  as  exhilarating. 

Yet,  the  320i  (with  5-speed 
standard  transmission)  delivers 
an  impressive [25] EPA  estimated 
mpg,  36  estimated  highway 
mileage  and,  based  on  these  fig- 
ures, an  estimated  mpg  range  of 


3831  miles  and  a  highway  range 


of  551  miles. 

(Naturally  our  fuel  efficiency 
figures  are  for  comparison  pur- 
poses only.  Your  actual  mileage 
and  range  may  vary,  depending 
on  speed,  weather  and  trip 
length.  Your  actual  highway  mile- 
age and  highway  range  will  most 
likely  be  lower.) 

And,  while  the  BMW  provides 
as  long  a  list  of  luxury  items  as 
one  could  sanely  require,  its  lux- 
ury is  purposefully  engineered  to 
help  prevent  driver  fatigue. 

Vital  controls  are  within  easy 
reach;  the  tachometer,  speed-, 
ometer  and  ancillary  instruments 
a  re  well-ma  rked  and  easy  to  read . 

Its  front  seats  are  designed 
to  hold  their  occupants  firmly  in 
place,  and  are  so  thoroughly  ad- 
justable that  it  is  all  but  a  mathe- 
matical impossibility  not  to  find 
a  comfortable  seating  position. 


SAFETY  BEYOND  STURDY 

BUMPERS. 
At  BMW,  automotive  safety 
was  of  primary  concern  long 
before  the  first  bumper  law  was 
written. 

The  passenger  compartment 
is  encased  in  a  solid  steel  "cage." 
So  strong  is  this  construction 
that  the  car  could  be  dropped  on 
its  nose  from  the  fourth  floor  of  a 
building  without  significant  dam- 
age to  the  compartment  itself. 

Yet  with  all  its  sheer  strength 
—its  computer-programmed 
'  'crush  zones, ' '  its  double-braking 
systems— the  BMW  features  a 
safety  device  even  moreestimable. 

Its  exceptional  responsiveness 
and  handling  characteristics  give 
it  the  ability  to  avoid  accidents 
as  well  as  merely  survive  them. 

All  in  all,  in  a  time  of  lowered 
automotive  expectations,  amidst 
increasing  mediocrity,  the  engi- 
neers at  BMW  have  actually 
improved  the  BMW. 

If  you'd  care  to  judge  for 
yourself,  telephone 
your  nearest  BMW 
dealer  to  arrange  a 
thorough  test  drive 
at  your  convenience. 
THE  ULTIMATE  DRIVING  MACHINE. 

BMW,  MUNICH.  GERMANY 


The  way  people  feel 
about  American  Airlines 


about  American  Airlines 
depends  on  the  way  they 
feel  about  me." 

Victoria  Getz,  Flight  Attendant 


We're  American  Airlines  |Mi 
Doing  what  we  do  best 


In  1955,  when  Vickie  Getz  was  10 
months  old,  American  founded  the 
industry's  first  training  school  for 
professional  flight  attendants. 

It's  a  school  where  more  than  two 
hundred  thousand  people  apply  each 
year.  (Less  than  one-half  of  one 
percent  are  finally  accepted.) 


It's  a  school  where  students  are 
taught  to  make  your  flights  safe  and 
enjoyable.  (They  already  know  how 
to  be  nice .) 

And  it's  a  school  whose  graduates 
never  stop  learning.  (They  regularly 
study  new  procedures  and  review 
old  ones.) 


It  takes  a  special  kind  of  training 
to  be  an  American  Airlines  Flight 
Attendant.  And  a  very  special  kind 
of  person. 

It  takes  the  best  people  to  make 
the  best  airline.  Vickie  Getz  is  one  of 
them,  and  we  thought  you'd  like  to 
meet  her. 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


BOYCOTTING  THE  SUMMER  OLYMPIC  GAMES  WOULD  HIT  RUSSIA 


harder  than  any  U.N.  resolution,  any  U.S.  economic  measures, 
even  if  these  are  backed — a  dubious  proposition — by  the  West, 
Japan  and  the  Moslem  world. 

The  U.S.S.R.  has  mounted  a  nationwide  drive  of  moonshot 
proportions  to  ready  stadiums,  hotels,  roads  and  every  single 
aspect  of  the  Russian  scene  for  the  event.  They  see  their 
hosting  of  the  Games  as  the  ultimate  Communist  political 
triumph,  their  ultimate  acceptance  by  the  world. 

If  all  the  U.N.  nations  voting  condemnation  on  the  invasion 
of  Afghanistan  mean  it,  nothing  would  give  that  Resolution 
more  stunning  impact,  more  pause  to  potential  further  Red 
aggression  than  boycotting  the  Olympic  games. 

To  say  that  sports  and  this  event  are  beyond  politics  is 
fatuous  asininity — as  Hitler  made  clear  in  1936. 

COME  ON,  JIMMY, 

the  powerful  political  hand  your  handling  of  the  Iranian  crisis 
has — so  far — provided.  Withdrawing  from  the  Des  Moines 
Register  debate  with  poll-down  Kennedy  and  melted-flake 
Brown  on  the  basis  you  couldn't  divert  120  minutes  of  your 
time  and  energy  from  Iran  is  the  kind  of  phony  baloney  you 
spent  your  successful  first  run  deploring. 

Do  you  really  expect  fellow  citizens  to  believe  you  can't  take 
an  hour  or  two  to  discuss,  debate  the  multiple  other  issues 


The  Kremlin  bosses  may  be  able  to  conceal  from  their  people 
the  extent  of  the  invasion  and  the  world's  reaction  to  it,  but 
there's  no  way  they  could  conceal  the  impact  of  an  Olympic 
boycott. 

Meantime,  at  home,  if  our  concern  about  unfettered  U.S.S.R. 
military  expansionism  is  as  deep  as  it  should  be,  we'd  better 
announce  plans  for  a  reinstituted  Selective  Service.  We've 
hardly  an  army  division  at  anything  approaching  ready 
strength,  and  the  enlistment  gap  is  widening  with  every  pass- 
ing month. 

Then,  instead  of  just  talking  about  an  Oman  proffered  base 
to  protect  the  Persian  Gulf,  we  should  get  building  there,  or 
anywhere  close  that  is  offered  to  us. 

If  we're  in  a  cold  war,  let's  not  wage  it  with  snowballs. 

DON'T  OVERPLAY 

confronting  the  nation? 

You  don't  think  voters  are  entitled  to  hear  your  views  vis-a- 
vis Kennedy  and  Brown  on  Afghanistan,  inflation,  oil,  gold  and 
dollars,  the  state  of  our  military  and  a  few  other  similar 
matters  of  concern? 

The  political  harm  would  have  been  less  if  you'd  stated  the 
simple  truth — now  that  you  lead  the  polls,  you  figure  why  take 
the  risks  that  go  with  debating. 


SO  WHAT'S  GOING  TO  BE  WITH  THE  80s? 


A  decade  ago  (Fact  and  Comment,  fan.  1,  1970)  this  Fearless 
Forecaster  wrote:  "What  major  difficulties  will  be  unresolved 
ten  years  from  now?  Virtually  all  of  them.  Why?  Because  while 
Darwin  may  be  right  about  the  evolution  of  the  human  body, 
the  nature  of  us  beasts  changeth  not." 
Ditto  the  Eighties. 

*    *  * 

This  decade  begins  more  forebodingly  than  it  will  end.  This 
year's  outlook  seems  bleaker  than  it's  going  to  turn  out  to  be 
for  most  companies,  most  people — autos  excepted. 

The  cold  war  with  Russia  is  going  to  get  hotter  now  and  for 
quite  a  while  to  come.  We'll  verge  on  but  stop  short  of  a  mutual 
atomic  Meltdown. 

I  don't  think  either  Washington  or  the  rest  of  us  fully 
realize  how  much  our  Chinese  rapport  card  shook  up  the 
Russians.  NATO's  agreement  to  take  on  our  new,  greater- 
ranging,  more  devastatingly  accurate  atomic  missiles  will  re- 


store a  military  balance  that  we  have  permitted  to  evaporate. 
Though  these  Pershing  II  and  cruise  missiles  won't  be  on  site 
for  another  three  years,  that  prospect  too  really  shakes  up  the 
Kremlin. 

U.S.S.R.'s  military  occupation  of  Moslem  Afghanistan  pro- 
foundly scares  a  fractured  and  impotent  Iran,  neighboring 
weak  Pakistan,  as  well  as  militarily  vulnerable  Saudi  Arabia. 
Their  survival  and  their  oil's  availability  to  the  Free  World  now 
startlingly  depends  on  the  U.S.  We'd  better  make  our  guaran- 
tees insofar  as  they  pertain  to  Saudi  Arabia  crystal  clear  to  the 
Kremlin — though  they'll  still  try  to  perform  their  nefarious 
machinations  through  fifth-column  splinter  groups. 

*    *  * 

As  we  really  intensify  our  drive  to  develop  our  abundant 
internal  energy  capabilities  and  as  we  rev  up  our  military 
capabilities,  there  will  be  little  likelihood  of  major  unemploy- 
ment and  no  recession  of  consequential  duration. 
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BOOKS 


The  Powers  That  Be — by  David  Halberstam  (Alfred  A.  Knopf, 
$15).  Understandably,  some  at  Time  Inc.,  CBS,  the  Washing- 
ton Post  and  the  Los  Angeles  Times  are  most  unhappy  with 
this  lengthy  result  of  David  Halberstam's  five-year  digging.  For 
the  rest  of  us,  though,  much  of  this  ax-grinding  by  author  and 
disgruntled  insiders  is  absorbing  stuff. 

Excerpt:  During  the  war  [World  War  II]  Henry  Morgenthau 
Jr.,  then  Secretary  of  the  Treasury,  came  by  for  lunch,  and 
(Washington  Post  owner]  Meyer,  who  always  seemed  to 
have  a  cigar  in  his  mouth,  passed  out  cigars  after  the  meal. 
A  dark  shadow  came  over  the  Secretary's  face.  "Excuse 
me,"  said  Harry  Dexter  White,  one  of  Morgenthau's  bright 
young  men,  to  Meyer,  "we  never  smoke  in  the  Secretary's 
office."  "We're  not  in  his  office,"  Meyer  said,  and  kept 
right  on  smoking.  It  was  a  wonderful  signal  to  editorial 
writers,  it  meant  that  they  were  as  free  as  Meyer  not  to  be 
intimidated. 

The  White  Album— by  Joan  Didion  (Simon  &  Schuster,  $9.95). 

A  keen-eyed  participant  and  observer — California  style — of  the 

currents  that  swirled  in  the  Sixties.  This  best-seller  abounds 

with  barbed  perceptions  that  have  made  Didion  devotees  an 

ever-growing  cult. 

Excerpt: .  .  .  a  fire  has  been  burning  out  of  control  for  two 
weeks  in  the  ranges  behind  the  Big  Sur  coast.  Flash  floods 
last  night  wiped  out  all  major  roads  into  Imperial  Coun- 
ty. ..  .  The  apparent  ease  of  California  life  is  an  illusion. 

Russia  in  Original  Photographs — by  Marvin  Lyons  (Charles 

Scribner's  Sons,  $20).  A  gripping  collection  of  original,  mostly 


Empress  Maria  Feodorovna  looks  back  toward  the  Cri- 
mea to  the  world  that  once  was  hers — April  1919. 
unpublished  photographs  of  Imperial  Russia  covering  the  peri- 
od from  1860  to  1920. 

Tales  for  My  Brothers'  Keepers — by  Thomas  Flynn  (W.W. 
Norton  &.  Co.,  Inc.,  $6.95).  A  Sixties  dropout — into  drugs,  as 
were  so  many  young  then — ends  up  in  jail.  He  tells,  with 
perception,  of  this  world  and  a  life  that  his  wildest  hallucina- 
tions would  never  have  conjured  up.  Stone  walls  do  a  prison 
make  and  iron  bars  a  cage,  for  soul  as  well  as  body. 

Excerpt:  For  me  prison's  special  cruelty  was  in  rendering 
men  incapable  of  appreciating  their  suffering  for  what  it 
was,  and,  worse,  unable  to  imagine  alternatives  to  it.  .  .  . 
If  suffering  brings  man  closer  to  God,  then  we  are  bound  for 
Glory,  even  as  here  and  now,  in  the  swim  of  this  prison  life, 
we  paddle  like  dogs  to  keep  from  drowning. 

Gauguin  in  the  South  Seas — by  Bengt  Danielsson  (George 
Allen  &  Unwin,  Ltd.,  London,  $5).  One  of  the  most  absorbing 
artist  biogs  I've  yet  read,  dealing  in  detail  with  the  work  of  the 
Tahitian  decade  which  gave  Gauguin  postmortem  fame,  for- 
tune, immortality. 

Excerpt:  "I  know  what  it  means  to  be  completely  desti- 


tute, to  go  hungry,  cold,  and  so  on,"  {Gauguin]  recalled 
later.  "It  means  nothing — or  very  little.  You  get  used  to  it; 
and  with  a  little  self-mastery  in  the  end  laugh  at  it.  What 
makes  the  hardship  so  terrible,  however,  is  that  it  stops 
you  from  working,  and  your  mind  from  developing." 
Onward  and  Upward  in  the  Garden — by  Katharine  S.  White 
(Farrar,  Straus  &.  Giroux,  $  1 2.95).  Pleasant  as  it  is,  there  is  no  way 
this  best-seller  can  hold  any  of  us  who  are  green  thumbless. 

Excerpt:  There  is  no  use  trying  to  grow  house  plants  unless 
one  is  willing  to  be  a  nurse.  .  .  .  It  is  an  agreeable  life,  but 
it  calls  for  dedication. 

1066:  The  Year  of  the  Conquest — by  David  Howarth  (Viking 
Press,  $10.95).  David  Howarth  close-ups  history's  turning 
points,  such  as  Waterloo  and  Trafalgar,  in  a  way  that  makes 
you  feel  you  were  there  and  lived  to  tell  the  tale.  1066  was  a 
year  of  total  consequence  to  England  and,  ultimately,  to  the 
English-speaking  world.  In  fewer  than  200  pages,  he  makes 
this  an  event  to  remember,  not  a  date  to  memorize. 

Excerpt:  It  was  widely  known  that  William  [the  Conquer- 
or] was  offering  landed  estates  in  England  to  his  leaders 
and  booty  for  everyone;  while  to  anyone  who  died  in  a 
holy  cause,  the  church  would  offer  absolution.  A  fortune  if 
they  succeeded  or  heaven  if  they  failed:  This  call  has 
attracted  armies  all  through  history. 

The  Body  in  Question — by  Jonathan  Miller  (Random  House, 

$15.95).  Our  biological  knowledge  and  modern  medicine  are 

relatively  brand  new.  An  absorbing,  though  not  reassuring, 

overview  of  this  evolution  to  date. 

Excerpt:  A  cough  may  be  an  irritating  inconvenience,  but 
it  would  be  disastrous  if  the  reflex  failed.  .  .  .  Recognition 
of  this  simple  fact  has  led  to  a  dramatic  fall  in  the  mortal- 
ity of  unconscious  patients.  It  is  amazing  how  easy  it  is  to 
save  life  by  turning  the  unconscious  person  on  his  front. 

Moments,  the  Pulitzer  Prize  Photographs — by  Sheryle  and 
John  Leekley  (Crown  Publishers,  Inc.,  $12.95).  You'll  suddenly 
recall  having  seen  most  every  one  of  these  unforgettable  photo- 
graphs. How  so  many  of  the  tragic  events  depicted  are  repeated 
.  .  .  like  the  terrified  faces  of  wartime  civilians.  And  the 


■r      1  Vi 


Socialist  Party  chairman  attacked  in  Tokyo — 1960. 
knifing  of  Japanese  public  leaders.  The  one  shown  here  was 

fatal.  Similar  attacks  against  three  Japanese  prime  ministers 

were  to  follow. 

Montaillou:  The  Promised  Land  of  Error— by  LeRoy  Ladurie 
(George  Braziller,  Inc.,  $20).  This  extraordinarily  detailed 
closeup  of  life  in  a  14th-century  French  village,  Montaillou,  just 
doesn't  do  what  Barbara  Tuchman's  A  Distant  Mirror  does  for 
the  whole  of  Europe  in  the  same  century.  Unless  you're  really 
into  it,  this  is  a  tough  read;  I  gave  up  after  52  pages. 
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AFTER  CHRISTIE  HEFNER  CAME  TO  LUNCH 


with  Forbes  editors,  we  all  came  away  very  bullish 
•  on  Playboy  Enterprises  stock. 

Two  reasons — of  which  Christie  Hefner  herself  is 
number  one.  This  young  lady — 26  years  old — is  Phi 
Beta  Kappa  bright  (in  her  junior  year  from  keenly 
;  competitive  Brandeis);  enjoys  the  ever-increasing 
:  confidence  of  her  famed  father  as  well  as  ever- 


er  insures  Playboy's  own  top  management  future. 

Secondly,  Christie  Hefner  is  determined  that 
some  day  Playboy  will  be  a  private  company  again, 
and  I'm  betting  that  sooner  or  later  she'll  surmount 
the  innumerable  obstacles.  One  of  the  obstacles  she 
chuckled  over:  Etched  on  the  initial  public  stock 
certificates  was  a  reclining  undraped  female  who 
contributed  enormously  to  sales  of  one  or  two 


increasing  company  responsibility;  and  she  has  an 
iron-tough  will  sheathed  behind  a  twinkling  charm  and  striking    shares  to  thousands  of  stockholders  who  are  apt  to  cherish  the 
beauty.  In  short,  Playboy's  probable  future  dominant  stockhold-    certificate  more  than  the  cost. 

REPORTING,  BRITISH  STYLE 


Sometimes  readers  complain  about  the  nonobjectivity  of 
political  newspaper  reporting  in  the  American  press.  They 
might  feel  less  exercised  if  they  saw  some  samples  of  British 
newspaper  political  reporting,  such  as  this  one  from  the  Lon- 
don Daily  Telegraph: 

"Mrs.  Thatcher  had  a  rough  time  in  the  House  yesterday.  She 
received  enthusiastic  support  from  Mr.  Hugh  Dykes  (C,  Har- 

THERE  IS  NO  SHOW 

if  there  is  no  audience. 


row  East).  It  is  questionable  whether  a  dozen  bellows-voiced 
antagonists  like  Mr.  John  Evans  (Lab.,  Newton) — "You've  lost, 
woman,  you've  lost" — can  do  half  as  much  trouble  as  Mr. 
Dykes'  rushing  forward  to  help.  Mr.  Dykes  is  a  button-polishing 
manservantly  sort  of  laminated  politician  with  a  touching 
desire  to  give  pleasure  and  obtain  office.  And  he  has  all  the 
natural  incapacity  of  a  man  destined  for  high  places." 

FOR  COMPETITORS 

the  audience  is  the  adrenaline. 


SOUTH  KOREA  WILL  BOUNCE  BACK 


By  M.S.  Forbes  Jr. 


Seoul — Thanks  to  OPEC,  South  Ko- 
rea's economy  faces  formidable  prob- 
lems, but  observers  would  be  mistak- 
en to  underestimate  this  scrappy  na- 
tion's ability  to  surmount  them. 

No  developing  country  has  turned 
in  as  impressive  an  economic  perfor- 
mance as  has  South  Korea  since  1961 
(Forbes,  Apr.  30,  1979),  but  OPEC's 
doubling  the  price  of  oil  last  year  will 
hit  hard.  This  land  has  nothing  in  the 
way  of  natural  resources. 

As  luck  would  have  it,  the  latest 
OPEC  shock  comes  on  the  heels  of 
strongman  Park  Chung  Hee's  assassi- 
nation last  year.  Will  the  army  permit 
Korea  to  experiment  with  democra- 
cy? Can  a  less  autocratic  government 
provide  the  stability  necessary  for 
economic  growth,  i.e.,  can  it  impose 
austerity  when  necessary? 

The  economic  difficulties  are  also 
serious: 

•  Inflation  is  high,  over  30% . 

•  Korea  is  heavily  dependent  on 
trade  and  her  two  big  export  markets, 
the  U.S.  and  Japan,  will  be  in  reces- 
sion. Longer  term,  the  growth  of  pro- 
tectionism around  the  world  is  an  es- 
pecially worrisome  trend  for  this 
trade-oriented  nation. 

•  Korea  is  a  multibillion-dollar  con- 
struction contractor  in  the  Mideast. 
But  Iran  is  at  a  standstill  and  other 


countries  are  completing  infrastruc- 
ture projects,  such  as  highways.  They 
are  also  reexamining  their  grandiose 
development  plans. 

•  Political  uncertainty  has  hurt  the 
ability  to  attract  foreign  capital. 

•  With  economic  growth  slowing, 
Korea  this  year  will  face  an  unusual 
problem — unemployment. 

Long-Term  Strength 

A  grim  picture — for  the  short  term. 
But  the  Korean  miracle  of  the  past 
two  decades  came  in  the  face  of  for- 
midable obstacles.  This  observer  be- 
lieves the  country  will  surprise  the 
skeptics  once  again. 

No  one  can  predict  with  certainty 
what  will  happen  politically,  but  a 
visitor  is  impressed  with  the  wide- 
spread feeling  of  "Don't  mess  up  the 
economy." 

In  1961,  per  capita  income  was  $80. 
Today,  it  is  over  $1,400.  As  one  busi- 
nessman put  it,  "We  had  nothing  to 
lose  then.  Today,  we  do."  It  seems 
unlikely  that  the  populace  would  long 
stand  for  a  situation  that  could  under- 
mine what  has  been  achieved. 

There  is  also  a  fast-growing  middle 
class  that  a  future  government  will 
ignore  only  at  its  peril. 

As  for  the  economy,  South  Korea 
has  no  intention  of  letting  itself  get 
sucked  into  a  Brazilian-like  morass 
(see  p.  67)  of  rampant  inflation,  suffo- 


cating controls,  runaway  government 
spending  and  borrowing. 

To  curb  inflation,  credit  has  been 
tight  since  late  1978.  Last  year  the 
economy  grew  "only"  7.1%,  the  low- 
est rate  since  1972.  This  year  the  rate 
could  fall  to  4%,  a  recession  by  Korean 
standards. 

Another  encouraging  factor:  The 
government  is  likely  to  liberalize  its 
hold  on  the  economy.  Interest  rates 
and  credit  will  be  subject  less  to  de- 
crees, more  to  market  forces. 

After  the  OPEC  shock  of  1973-74, 
Korea  underwent  the  necessary  aus- 
terity and  the  economy  adjusted.  As  a 
result  the  country  profited  enormous- 
ly when  Western  economies  recov- 
ered in  late  1975. 

Doing  It  Again 

Korea  hopes  to  repeat  that  pattern 
this  time.  Wages  are  increasing  less 
than  the  rate  of  inflation,  making  tex- 
tiles much  more  competitive  with 
Hong  Kong's  and  Taiwan's.  Korea  is 
also  becoming  more  sophisticated  in 
electronics,  construction  and  machin- 
ery. By  upgrading  exports,  the  country 
hopes  to  stay  ahead  of  the  protection- 
ist sheriff. 

While  plans  for  heady  growth  in  the 
1980s  have  been  scaled  down,  South 
Koreans  are  determined  not  to  let 
OPEC  destroy  their  dream  of  creating 
a  modern  industrial  society. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Independent  Oils  Richer 

Although  often  wildly  inaccurate,  the 
independents'  popular  image  is  of  "mom 
and  pop  oil  companies,"  small  enterpris- 
ing family  concerns  that  take  big  risks  in 
exploration  and  deserve  more  govern- 
ment encouragement.  The  giant  oil  cor- 
porations are  seen  as  having  a  much  less 
favorable  image.  The  realities  of  the  case 
may  be  very  different.  One  oil-state  legis- 
lator, who  knows  both  groups  well,  has 
more  sympathy  for  the  big  companies. 
"They  are  big  bureaucracies  and  their 
executives  are  well  paid  but  not  really 
very  wealthy,"  he  observed  the  other 
day.  "But  many  of  the  independents  are 
incredibly  rich  and  ugly — grasping  people 
to  boot.  I  just  despise  them." 

— The  New  York  Times 

Exxon  paid  $6.2  billion  in  U.S.  and 
foreign  taxes  in  the  third  quarter,  or 
nearly  six  times  more  than  profits.  While 
Exxon,  for  example,  has  earned  nearly  $3 
billion  so  far  this  year,  it  has  also  invest- 
ed $7.5  billion  in  energy  exploration  and 
development,  with  41%  of  it  in  the  U.S. 

— Time 

Growing  Grass 

You  know  the  argument  that  strip 
mining  ruins  the  land.  It's  silly  to  think 
that  a  people  who  can  explore  the  moon 
can't  make  grass  grow.  Back  in  1971 
Burlington  Northern  began  reclaiming 
land  that  had  been  strip-mined  between 
1920  and  1950.  Two  years  later,  winter 
rye  was  growing  three  feet  tall. 

— Louis  W.  Menk,  chairman, 
Burlington  Northern, 
quoted  in  Nation's  Business 

No  Battle  Dust,  Please 

The  new  XM-1  tank  has  the  finest 
engine  in  the  history  of  armored  warfare, 
a  high-performance  gas  turbine  instead 
of  a  sluggish  diesel.  But  gas  turbines, 
usually  employed  on  aircraft,  can  tolerate 
only  the  slightest  amount  of  dirt  and 
dust;  otherwise  they  break  down.  "No 
place  in  the  world  is  dustier  than  the 
battlefield,"  says  a  defense  consultant. 
"A  diesel  is  designed  to  take  it,  but  this 
tank  never  will." 

— James  Fallows,  The  Atlantic 

How  To  Lower  Food  Costs 

A  small,  simple,  practical  idea  to  lower 
the  cost  of  food:  We  could  exempt  all 
food  from  the  regulations  of  the  I.C.C.  In 
1956  the  Supreme  Court  of  the  United 


States  upheld  a  district  court  decision 
that  fresh,  plucked,  eviscerated  chickens 
were  no  longer  to  be  subject  to  regulation 
by  the  Interstate  Commerce  Commis- 
sion. The  cost  of  distributing  those 
chickens  dropped  by  33%.  In  the  mid- 
Fifties,  frozen  fruits  and  vegetables  were 
also  changed  from  regulated  to  exempt 
commodities.  Those  rates  dropped  19%. 

The  argument  that  is  often  used 
against  deregulation  of  trucking  is  that 
little  towns  and  hamlets  would  be  bereft 
of  deliveries.  But  what  hamlet  is  bereft  of 
milk  and  eggs  now? 

— Millicent  Fenwick,  congresswoman, 
Fifth  District  of  New  Jersey 

A  Flattered  Sea 

Q:  I've  been  to  the  Black  Sea  and  it 
didn't  look  any  darker  than  other  large 
bodies  of  water.  Why  that  name? 
A:  The  Black  Sea  acquired  its  name  not 
from  the  color  of  its  water:  The  name 
was  used  for  centuries  by  sailors  who  had 
to  cope  with  unpredictable  storms. 
Greek  sailors  were  exceptions  to  the 
rule.  They  named  the  sea  Pontos  Euxei- 
ros,  "a  sea  kindly  to  strangers."  They 
reasoned — as  classical  Greeks  were  wont 
to  do — that  if  they  flattered  the  sea,  it 
might  behave  better.  It  didn't. 

— Signature  magazine 

TV  and  the  News 

"Even  a  half-hour  show  was  like  trying 
to  put  The  New  York  Times  on  a  postage 
stamp,  and  there  was  a  standing  insider's 
joke  at  CBS  that  if  Moses  came  down 
from  the  mountain  the  evening  news 
lead  would  be:  'Moses  today  came  down 
from  the  mountain  with  the  Ten  Com- 
mandments, the  two  most  important  of 


which  are.  .  .  .'  "  And  there  was  another 
aspect.  In  the  mid-1960s,  one  CBS  pro-| 
ducer  asked  another,  "What  are  you  do 
ing  today?"  and  was  answered,  "Trying! 
to  decide  whether  or  not  to  cover  a  dem- 
onstration which  wouldn't  be 
place  if  we  didn't  cover  it." 

— Edmund  Fuller,  in  the  Wall  Street  I 
Journal,  reviewing  and  quoting  from 
David  Halberstam's  The  Powers  That  Be 


taking! 


If  one  were  to  eliminate  froml 
the  presidency  anyone  whose  I 
flesh  is  weak,  the  White  House I 
would  have  been  deserted] 
since  the  death  ofThoreau. 

—William  P.  Buckley  I 


No  Substitute 
for  Eyeballing 

Whatever  happened  to  the  captain's 
responsibility  to  determine  that  a  clear- 
ance is  safe?  I  would  have  been  dead  long  J 
ago  if  I  had  blindly  accepted  certain1 
tower  and  ATC  clearances  without  doing: 
a  little  checking  and  making  a  few  in- 
quiries on  my  own.  Communications,; 
terminology  and  the  like  certainly  needf 
improvement,  but  there  is  no  substitute 
for  good  old-fashioned  save-your-ass  | 
horse  sense. 

— William  P.  Lear  Jr.,  I 

in  Aviation  Week  et>  Space  Technology  ] 

Fealty  to  the  Chief 

[Darryl  F.  Zanuck]  was  so  autocratic 
that  he  once  had  to  remonstrate  with  one 
of  his  associates  as  follows:  "For  God's 
sake,  don't  say  'yes'  until  I  finish  talking." 
One  underling  trying  to  outdo  his  fellows 
in  fealty  to  the  chief  proclaimed.  "When  I 
die  I  want  to  be  cremated  and  have  my 
ashes  sprinkled  on  Mr.  Zanuck's  drive- 
way so  his  car  won't  skid." 

— Joseph  Thorndike  Jr.,  The  Very  Rich 


"Last  week,  the  management  of  this  station  wished  our  listeners  a  happy 
New  Year.  Here  now  is  Mr.  Clyde  Wilmer  with  an  opposing  view." 

Drawing  by  Dana  Fradon;  ©  1979  The  New  Yorker  Magazine.  Inc. 
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Entire  generations  have  grown  up  watching  television. 
What's  surprising  is  how  little  most  of  us  know  about  it. 
But  it's  not  surprising  how  many  of  us  want  to  know 

more. 

Now  there's  a  monthly  magazine  that  tells  you  more. 

"Panorama— Television  Today  and  Tomorrow'.' 
Created  by  the  publishers  of  TV  Guide. 

Panorama's  informative  and  entertaining  articles 
explore  television  and  its  impact  on  you  and  everything  it 
touches.  From  the  news  to  the  arts.  From  the  people  to  the 
programs.  From  the  sports  arena  to  the  political  arena.  From 
the  present  to  the  future. 

If  you're  really  interested  in  television,  subscribe  to 
Panorama. 

It's  the  best  way  to  keep  on  top  of  the  issues. 

Subscribe  now  and  save.  12  issues  for  only  $12.  (Save 
$6  a  year  over  the  newsstand  price.) 

To  subscribe,  call  toll-free  800-523-7601,  24  hours 
a  day,  7  days  a  week.  (Pennsylvania  residents  call 
800-662-5180.)  Or,  fill  in  the  coupon  on  the  right. 


If  I'm  not  delighted  by  my  first  issue,  I  may  cancel  at 
once  and  owe  nothing.  (Merely  write  "cancel"  across  the  bill 
you  receive  or  write  for  refund  of  any  payment  made.) 

□  Please  bill  me  □  Payment  enclosed  □  Master  Charge  □  Visa 

Interbank  no.  (Master  Charge  only)  

Card  no  Exp.  Date  

Signature  

Name  

Address  State  Zip  

I9263A8 

Mail  to  PANORAMA,  Box  650,  Radnor,  PA  19088.  Offer 
expires  March  31,  1980.  Please  allow  30  to  65  days  for  delivery  of 
initial  issue.  Subscription  price  for  U.S.  only  $12.  Canada  and 
Mexico  $18.  All  other  countries  $24- 

The  magazine  to  watch. 
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"Our  commitment  to  corporate 


"We  didn't  set  up  a  global  banking  system  just  to  cash  travelers  checks  for  tourists 
in  Kuala  Lumpur.  The  simple  truth  is  that  multinationals  are  big  business  to  us,  and  we're 
going  to  deliver  the  goods  for  them  wherever  they  need  delivering.''  carey 

] 

"Chase  stations  a  relationship  manager  in  the  multinational's  home  country, 
and  account  managers  at  each  subsidiary.  With  our  system,  we  stay  in  touch.  We  know 
where  and  what  our  clients'  needs  are.  So  when  a  client  needs  Kroner,  Lira,  or  Yen, 
we  don't  have  to  go  back  to  square  one.  We  can  move  immediately."  stankard 


"There  are  no  armchair  admirals  at  Chase.  Our  relationship  managers 
know  first  hand  the  locations  where  their  multinational  clients  have  significant  operations. 
That's  just  one  way  we  make  sure  communications  are  in  sync,  and  stay  that  way. 

This  increases  our  travel  bill,  but  it's  worth  it."  carey 


"We  deal  with  some  companies  in  30  or  40  places  around  the  world.  We  cover  each  location 
with  experienced  bankers.  It's  a  chain.  We  just  can't  afford  to  have  any  weak  links."  stankard 

"We're  geared  to  shift  our  focus  quickly,  as  the  needs  of  our  customers  change. 
Right  now,  one  industry  sector  may  need  less  support  in  Europe  than  another, 
while  in  the  Pacific  the  opposite  may  be  true."  carey 

"To  work  right,  a  multinational  financial  system  has  to  be  in  place  worldwide. 

And  ours  is."  stankard 

The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates 
providing  vast  sums  of  money  and  essential  banking  services  for  clients 
in  over  100  countries.  What  we  offer  is  yours  through  your  Chase 

Relationship  Manager.  Call  on  today's  Chase  Bankers  today.  CHAS1 


LINCOLN  CONTINENTAL: 
QUITE  POSSIBLY  THE  MOST  INTELLIGENT  CHOICE  AMONG 
ALL  THE  FINE  CARS  AVAILABLE  TODAY 


Even  the  most  discriminat- 
ing buyers  will  find  good 
cause  to  choose  the  Lincoln 
Continental  for  1980. 

This  is  the  first  totally 
new  Lincoln  in  a  decade,  a 
fine  car  that  is  appropriate 
to  today's  driving  needs. 

With  the  help  of  com- 
puters and  finite  element 
modeling  techniques,  our 
engineers  were  able  to  re- 


Lincoln  offers  as  standard  equip- 
ment an  automatic  overdrive 
transmission  that  'sthe  first  of  its 
kind  to  be  made  in  America.  It 
improves  highway  mileage  by 
reducing  engine  speed  in  relation 
to  road  speed. 


move  excess  bulk  and 
weight  and  to  make  it  four- 
teen inches  shorter  than  its 
predecessor — and  at  the 
same  time  to  preserve  all  the 
Lincoln  virtues:  the  classic 
styling:  the  sumptuous  ride: 
ample  room  for  six  adults; 
and  a  deep-well  luggage 


compartment  of  22-cubic- 
foot  capacity. 

EPA  Estimated  miles  per 
gallon  has  increased  a 
dramatic  41<£  over  last  year. " 
In  fact,  Lincoln  Continental 
gives  you  better  mileage 
ratings  than  any  gasoline- 
engine  Cadillac. 

Lincoln  offers  a  new  au- 
tomatic overdrive  transmis- 
sion, the  first  of  its  kind  to 
be  made  in  America. 

It  provides  fully 
automatic  gear- 
changing,  of 
course — but  at  high- 
way speed,  it  reduces 
. .    engine  revolutions 
by  about  33^. 
'       An  electronic  engine 
f  management  system 
■n  uses  an  on-board  com- 
•  puter  to  regulate  engine 


A-*/yf  "Improvement  in  EPA  and 
Q]jy()  Highway  fuel  efficiency 
ratings  over  1979. 

/^\**EPA  EST. 
17)    EST-     ?4  HWY. 
\tly    MPG  MPG 

'Based  on  comparison  of 
standard  engines. 
••Compare  this  estimate  to  the 
estimated  MPG  of  other  cars. 
You  may  get  different  mileage 
depending  on  speed,  weather 
conditions  and  trip  length. 
Actual  highway  mileage  will 
probably  be  less  than  the 
estimated  highway  fuel 
economy.  California  estimates 
and  percentages  are  different. 


timing,  fuel  injection  and 
other  vital  engine  functions. 
The  computer  operates  con- 
tinuously while  the  engine  is 
running  and  can  make  1200 


the  engine  more  accurately 
than  a  conventional  car- 
buretor. 

These  and  other  sophisti- 
cated engineering  details  put 


1.  Front  headroom  39.0" 

2.  Front  legroom  42.1" 

3.  Front  shoulder  room  60.7" 

4.  Front  hiproom  56.5" 


5.  Rear  headroom  38.0" 

6.  Rear  legroom  43.3" 

7.  Rear  shoulder  room  60.7" 

8.  Rear  hiproom  57.8" 


If 


Because  true  efficiency  should  deliver  comfortable  miles 
per  gallon.  Lincoln's  six-passenger  interior  is  even  roomier 
than  last  vear. 


decisions  each  second. 
Your  Lincoln  is  designed  to 
help  you  use  as  little  fuel  as 
is  consistent  with  the  way 
you  are  driving  at  even- 
moment. 

Electronic  fuel  injection 
meters  fuel  uniformlv  into 


the  Lincoln  Continental 
miles  ahead  of  last  year's 
model  in  fuel  efficiency.  Its 
uncompromised  luxury  is  a 
subjective  pleasure  which 
we  invite  you  to  experience 
vourself. 


LINCOLN  CONTINENTAL 


LINCOLN-MERCURY  DIVISION 


Forbes 


With  gold  at  over  $750  an  ounce,  companies 
are  plunging  into  new  gold  exploration  and 
mining  ventures.  How  many  will  pan  out? 


The  new 
gold  rush 


New  gold  mill  framed  by  an  abandoned  mill  in  Gold  Hill,  Nev. 

Looking  for  more  pay  dirt  more  than  120  years  after  the  first  Comstock  boom. 


By  Carol  Curtis 


When  the  gold  rush  was  in  full  swing 
in  1859,  prospectors  roamed  Nevada's 
Comstock  Lode  country  staking  claims 
by  hand.  Today,  corporate  helicopters 
equipped  with  sophisticated  exploration 
sensors  can  be  seen  scanning  the  same 
land — and  staking  claims  as  well.  Al- 
though the  price  of  gold  had  risen  from 
$35  to  $525  during  the  Seventies,  the 
explorers  were  slow  to  appear  on  the 
scene.  Gold  production  in  the  U.S.  has 
declined  progressively  from  the  alltime 
high  of  4.9  million  troy  ounces  produced 
in  1940;  it  dropped  again  last  year,  in 
spite  of  the  price  bulge,  from  999,000 
troy  ounces  to  about  910,000.  Even  at 
$300  an  ounce,  how  could  U.S.  mines 
compete  with  lower  production  costs  in 


the  Soviet  Union  and  South  Africa?  But 
once  gold  raced  past  the  $400  mark, 
much  changed. 

"If  it  [the  price]  stays  like  it  is,  we  hope 
gold  exploration  will  be  fantastically 
profitable,"  says  Donald  E.  Hopkins, 
project  manager  for  Houston  Oil  &  Min- 
erals Corp.'s  Consolidated-Imperial 
mine,  located  outside  Virginia  City, 
Nev.,  on  top  of  the  Comstock  Lode — one 
of  the  richest  gold  finds  in  U.S.  history. 

Houston  O&M  is  1  of  at  least  15  major 
companies  that  plan  to  launch  substan- 
tial mining  operations  in  Nevada  during 
the  1980s.  Seven  are  primarily  for  gold. 
The  state's  Republican  governor,  Robert 
List,  calls  the  new  activity  a  "renais- 
sance" for  the  mining  business. 

While  Nevada  is  the  hottest  area  in 
U.S.  gold  exploration  today,  the  excite- 


ment has  spilled  over  into  other  states. 
In  California,  the  site  of  the  Mother  Lode 
discovery,  old  deposits  are  being  re- 
worked by,  among  others,  Placer  Service 
Corp.,  a  subsidiary  of  St.  Joe  Minerals 
Corp.  And  Alaska,  New  Mexico  and  Ari- 
zona are  targeted  for  new  exploration. 

Just  how  much  new  gold  all  this  activ- 
ity will  produce  is  still  a  matter  of  conjec- 
ture. By  world  standards,  the  U.S.  is  a 
small  gold  producer,  accounting  for  under 
3%  of  total  global  output.  The  leading 
producers  are  South  Africa,  the  U.S.S.R. 
and  Canada. 

There  is  no  question,  though,  that  sub- 
stantial gold  reserves  remain  to  be  dis- 
covered and  produced  in  the  U.S.  The 
Bureau  of  Mines  puts  total  U.S.  gold  re- 
sources at  240  million  troy  ounces,  and 
economically  minable  reserves  at  over 
1 10  million  ounces. 

A  gold  analyst  at  J.  Aron  Commodities 
Corp.  in  New  York  believes  that  over  the 
next  five  years  U.S.  gold  production 
could  increase  by  as  much  as  500,000 
ounces,  a  hike  of  about  50% — if  current 
prices  are  maintained.  That  would  put 
the  U.S.  almost  even  with  Canada  as  the 
world's  number  three  gold  producer. 

Even  after  gold  aproached  $200  an 
ounce  in  1975,  uncertainty  over  the  dura- 
tion of  the  speculative  bubble  was  rein- 
forced by  the  feeling  that  governments 
holding  much  of  the  world's  gold  supply 
could  depress  prices  at  any  moment  by 
dumping  gold  onto  the  market. 

Now,  the  analyst  at  J.  Aron  points  out, 
with  strong  investor  demand,  that  fear 
no  longer  seems  to  be  present.  J.  K.  Jones, 
exploration  manager  for  Homestake 
Mining  Co.,  the  leading  domestic  gold 
producer,  feels  that  even  if  gold  drops  by 
$200  an  ounce,  favorable  economics  will 
lead  to  a  production  increase. 

Houston  O&M  is  one  company  bet- 
ting heavily  on  the  upswing.  The  com- 
pany entered  the  gold  exploration  busi- 
ness four  years  ago,  when  it  acquired 
several  leases  on  the  site  of  the  original 
Comstock  Lode  discovery.  It  expects  to 
produce  its  first  gold  this  month. 

When  it  was  first  discovered,  the  Com- 
stock vein  contained  as  much  as  4  to  6 
ounces  of  gold  per  ton — superrich  by  min- 
ing standards.  The  ore  Houston  O&M  is 
mining  averages  about  0. 1  ounce  of  gold 
per  ton.  But  at  even  smaller  concentra- 
tions, the  company  figures  on  a  hefty 
profit.  Mining  costs  have  gone  up  fast,  but 
gold  prices  have  risen  even  faster. 

At  least  on  paper,  the  economics  of  the 
new  Houston  O&M  mine  are  as  spectac- 
ular as  the  surrounding  mountain  scen- 
ery. After  the  initial  $15  million  in  start- 
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up  capital,  the  company  figures  on  a  total 
mining  and  milling  cost  for  the  ore  of 
about  $10.75  a  ton.  On  0.1-ounce-per-ton 
gold,  the  recoverability  is  about  90%.  So 
at  a  gold  price  of  $600  an  ounce,  each  ton 
of  ore  mined  would  yield  a  profit  of 
$44.33.  But  since  each  ton  of  ore  also 
contains  an  average  of  3.4  ounces  of  sil- 
ver, the  final  per-ton  profit  will  be  far 
higher. 

"The  profit  is  fantastic  in  light  of 
recent  developments  in  gold  and  silver," 
says  project  manager  Hopkins.  The  Con- 
solidated-Imperial mine  contains  about 
1.3  million  tons  of  ore — enough  for  only 
about  a  year  of  mining.  But  Houston 
O&M  also  holds  leases  on  several  neigh- 
boring properties  and  expects  to  keep  a 
mine  and  mill  in  operation  for  eight  to 
ten  years. 

Freeport  Minerals  Co.,  a  mining  com- 
pany that  derives  most  of  its  revenue 
from  sulfur,  last  year  entered  into  a  $70 
million  joint  venture  with  FMC  Corp.  to 
develop  a  gold  mine  north  of  Elko,  Nev. 

The  new  company,  Freeport  Gold  Co., 
expects  to  mine  2,000  tons  per  day  of 
0.3-ounce-per-ton  ore  by  1982,  according 
to  Freeport  Gold  President  Joseph  C.  Far- 
rell.  The  company  calculates  that  over 
the  mine's  life,  a  gold  price  of  just  $125 
an  ounce  would  allow  it  to  recover  its 
investment  and  cover  operating  costs. 

The  Freeport  mine  will  produce  only 
gold.  And  in  this,  it  is  something  of  an 
anomaly.  For  much  gold  mined  in  the 
U.S.  (about  40%)  is  produced  as  a  by- 
product of  other  metals — mainly  copper. 
For  example,  Kennecott  Copper  Corp., 
the  second-largest  U.S.  gold  producer, 
gets  gold  as  a  by-product  of  copper.  Ken- 
necott has  no  plans  to  increase  copper 
production  purely  to  recover  the  gold,  but 
the  company  may  spend  more  money  to 
increase  the  amount  of  gold  and  silver  it 
recovers  from  copper. 

The  country's  biggest  gold  producer, 
Homestake,  will  spend  $10  million  this 
year  to  look  for  gold  and  other  precious 
metal  deposits  in  the  West,  up  from  $7 
million  last  year.  But,  perhaps  because  it 
has  been  mining  gold  for  over  100  years, 
Homestake  isn't  getting  carried  away 
with  all  the  excitement.  Homestake  says 
that,  on  the  average,  operating  and  labor 
costs  are  rising  at  about  15%  a  year. 
Figure  it  out:  Costs  would  double  over  a 
seven-year  period  and,  for  a  high-cost 
producer  like  Homestake,  that  could 
mean  a  breakeven  price  of  $400  or  so  an 
ounce.  If  gold  were  at  $1,000  an  ounce  by 
then,  that  would  be  fine.  But  who  will 
guarantee  $1,000  gold?  Or  $400  gold,  for 
that  matter? 

One  leading  Toronto-based  gold  ana- 
lyst feels  that,  even  with  the  price  of 
gold  at  $750  an  ounce,  the  current  re- 
naissance in  exploration  activity  will 
lead  to  only  modest  increases  in  produc- 
tion. He  feels  it  will  take  many  years  of 
$750-an-ounce  gold  for  companies  to  in- 


Prospectors  taking  off  to  stake  claims  by  helicopter  ( with  stakes  aboard) 
Dropping  as  many  as  lOO  claims  a  week  on  the  roughest  terrain,  corporate 
geologists  seek,  new  gold  from  old  mines. 


crease  production  substantially. 

Then  there  are  the  environmentalists, 
who  do  not  rank  gold  bugs  high  on  their 
list  of  endangered  species.  Homestake's 
Jones  candidly  admits  that  one  reason 
Nevada  is  today's  mining  hot  spot  is  that 
the  state  is  not  "environmentally  sensi- 
tive." But  in  California,  environmental 
laws  have  made  it  difficult  to  do  any  type 
of  gold  mining.  As  a  result,  despite  total 


California  gold  resources  of  about  15  mil 
lion  ounces,  the  Mother  Lode  may  nevei 
again  produce  on  a  large  scale.  In  1978 
California  produced  less  than  7,50(^ 
ounces  of  gold. 

Right  now,  as  Jones  puts  it:  "It's  a  wild 
and  wonderful  game  out  here."  But  rej 
member  what  he  says  about  the  uncer 
tainties  before  you  rush  out  and  invest  in 
somebody's  brand-new  gold  mine.  I 


An  old  alchemy  is  using  leverage  and  WATS 
lines  to  spin  glowing  tales  of  untold  riches  to 
gullible  investors,  who  are . . . 


Blinded  by 
gold  dust 


buy  Krugerrands  or  trade  established  gold 
and  silver  shares  or  futures  through  es- 
tablished brokers — although  plenty  of 
them  will  be  burned  before  the  current 
precious-metals  madness  fades  from  the 
TV  tube.  As  if  this  weren't  risky  enough, 
hyperactive  promoters  are  eagerly  prof- 
fering fringier  ways  of  playing  this  dan- 
gerous boom.  Some  of  them  are  down- 
right illegal. 

Take  commodity  options.  These  are  a 
means  of  piling  leverage  upon  leverage; 
your  option  is  not  on  the  commodity 
itself  but  on  a  commodity  futures  con- 
tract. The  Commodity  Futures  Trading 


By  Howard  Rudnitsky 


Not  since  Rumpelstiltskin  has  there 
been  as  much  straw  spun  into  gold  as 
lately.  Right  now,  at  least  one  disembod- 
ied voice  on  a  telephone  is  telling  a 
would-be  speculator  about  a  wonderful 
opportunity  to  cash  in  on  the  fever.  The 
voice  may  be  coming  from  an  options 
promoter  in  New  York  City,  from  a  boil- 
er-room operator  in  south  Florida,  or 
maybe  from  a  securities  underwriter  in 
Vancouver.  Yessirree,  have  I  got  a  deal 
for  you,  Dr.  Glotz. 

We're  not  talking  about  people  who 
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ii  Commission  in  mid- 1978  outlawed  the 
isale  of  commodity  options  following  the 
jj Lloyd  Carr  &  Co.  "London  Options" 
jj scandal,  in  which  many  investors  were 
Isold  fictitious  contracts.  Nevertheless, 
I  "deferred  delivery  contracts"  are  still  be- 
jing  sold  in  gold  and  silver  and  platinum 
(and  other  commodities.  Here's  how  it 
■works:  The  investor  is  inveigled  into 
[handing  over  a  nonrefundable  selling  fee 
of  20%  to  50%  for  the  privilege  of  buying 
(precious  metals  at  a  set  price  at  the  end 
I  of  the  contract.  The  prospect,  having 
:  heard  that  gold  is  going  through  the  roof, 
,  figures  here's  a  chance  to  make  some  big 
Lmoney.  (I  put  25%  down,  the  price  goes 
Jup  50%,  I  double  my  money.  Not  bad, 
'eh?)  But  in  many  cases,  when  the  inves- 
|tor  tries  to  demand  his  metal  from  the 
:  option-seller,  he  finds  the  telephone  has 
jlbeen  disconnected.  Perhaps  the  price  of 
"the  metal  has  risen  so  far  that  the  firm 
can't  cover  its  commitments.  Or  the 
lfirm  never  bought  any  gold  or  silver  in 
the  first  place,  speculating  with  the  in- 
vestors' money  instead. 

Some  examples:  In  Florida,  the  head  of 
International  Gold  Transfer  Corp.  disap- 
peared last  fall  after  losing  millions  in 
investors'  money  from  his  mail-order  op- 
eration. That  company  had  formerly  sold 
options  under  the  name  of  Reserve  Pre- 
vious Metals.  In  Hartford,  Conn,  the  re- 
ceiver for  Cohn  Precious  Metals,  a  for- 
mer wholesaler  of  deferred  contracts,  fig- 


onetime  telephone  seller  of  Pennsylvania 
land,  Arabatzis  moved  to  hustling  Lon- 
don options,  then  ran  two  telephone 
boiler  rooms  in  New  York,  losing  all  but 
$183,000  of  his  customers'  money.  Says 
Audrey  Strauss,  the  assistant  U.S.  Attor- 
ney who  prosecuted:  "The  Arabatzis 
cases  were  the  first  prosecutions  for 
fraudulent  sales  in  the  U.S.  of  deferred 
delivery  contracts." 

Another  potential  area  for  fraud  is  in 
commodities  futures.  In  Minneapolis, 
Richard  D.  Newham  of  Federal  Gold  &. 
Silver  Inc.  was  just  arrested  by  federal 
authorities  and  charged  with  mail  fraud. 
The  indictment  charges  that  Newham 
took  $2.5  million  from  some  150  cus- 
tomers for  precious  metals  and  futures, 
didn't  make  any  investments  for  them 
and  wound  up  with  assets  of  $250,000, 
not  enough  to  repay  the  claims  of  a  hand- 
ful of  customers. 

Even  when  precious  metals  futures 
contracts  are  not  fraudulent,  they  are 
fraught  with  risks  that  many  inexperi- 
enced investors  aren't  aware  of.  Trading 
futures-like  contracts  on  margin  is  a  very 
risky  business,  and  it's  not  regulated  by 
the  CFTC.  The  CFTC  did  ban  any  new 
companies  from  selling  these  instru- 
ments, and  last  year  ruled  that  as  of  Jan. 
1,  1980  all  off-exchange  leverage  trading 
would  be  banned.  But  Congress  overruled 
the  order  and  instead  told  the  CFTC  to 
come  up  with  a  way  to  regulate  those 


Ore  pile  in  the  Nevada  mining  country 

There  may  be  little  more  than  dreams  in  them  thar  hills. 


ures  the  company  lost  $3.2  million  and 
has  enough  assets  now  to  give  back  may- 
be 15  cents  on  the  investor's  dollar.  In 
New  York,  Raymond  Day  of  Archaray 
Enterprises  has  been  charged  with  swin- 
dling 250  people  out  of  over  $2  million 
through  nonexistent  silver,  gold,  plati- 
num and  heating  oil  options. 

Last  spring  Steven  Arabatzis  drew  a 
ten-year  sentence  for  defrauding  1,300 
customers  out  of  $6  million  they  thought 
they  were  investing  in  gold  contracts.  A 


half-dozen  companies  selling  commod- 
ities on  margin  off-exchange.  The  CFTC 
is  working  on  rules,  but  until  they're 
finished  investors  should  be  aware  that 
these  companies  are  unregulated. 

Meanwhile,  out  in  Denver,  Salt  Lake 
City  and  especially  Vancouver,  where 
there  is  relatively  little  regulation,  the 
brokers  are  having  a  heady  time  bringing 
out  new  mining  stocks  and  resurrecting 
some  old  ones.  There's  nothing  illegal 
about  these  offerings.  But,  says  Chan 


Buckland,  vice  president  of  Vancouver's 
Canarim  Investment  Corp.,  the  compa- 
nies "have  about  a  one-in-a-thousand 
chance  of  finding  ore."  The  prospectuses 
make  it  eminently  clear  that  these  com- 
panies, with  exotic-sounding  names  like 
Valley  High  Silver,  Yellow  Gold  of  Crip- 
ple Creek  and  have  little  chance  of  dis- 
covering anything  of  much  value  or  of 
ever  making  profits  and  paying  divi- 
dends. But  if  supposedly  sophisticated 
people  put  big  money  into  Four  Seasons 
Nursing  Centers  of  America  and  Nation- 
al Student  Marketing  Corp.,  what  can 
you  expect  of  the  ordinary  citizen  who 
hears  every  night  on  the  six  o'clock  news 
that  gold  is  going  wild? 

Probably  the  most  active  of  all  mining 
stock  underwriters  is  Canarim,  run  by 
38-year-old  Peter  Brown,  the  scion  of  a 
venerable  British  Columbia  family,  who 
has  been  in  the  underwriting  business 
since  1964.  With  150  new  issues  last  year 
handled  by  100  salesmen,  Canarim 
claims  to  have  raised  some  $100  million, 
mostly  in  penny  stock  offerings  of 
$150,000  apiece.  Brown  boasts  some 
winners:  Avino  Mines  and  Resources 
Ltd.  and  Cusac  Industries  Ltd.,  which 
found  ore  and  shot  from  pennies  to 
around  $5  a  share  in  a  year. 

But  for  the  most  part,  investors  in  pen- 
ny mining  stocks  lose  their  shirts  not 
because  of  major  fraud  but  because  min- 
ing is  a  chancy  business.  But  in  one 
memorable  bankruptcy — Tapin  Copper 
Mines  Ltd.,  back  in  1975 — it  turns  out 
that  some  mining  company  people  tried 
to  help  things  along.  In  1974,  according 
to  Dennis  Krause  of  the  Royal  Canadian 
Mounted  Police  commercial  crime 
squad,  reports  of  high  gold  content  in  ore 
samples  from  the  Oregon  mine  sent  the 
price  of  Tapin's  shares  up  from  40  cents 
in  November  to  $3.55  in  December.  The 
Vancouver  exchange  suspected  that  may- 
be there  wasn't  really  all  that  much  gold 
in  the  ground,  so  they  sent  for  another 
sample.  The  Tapin  employee  bringing  in 
the  ore  somehow  managed  to  lose  the 
sample  in  a  truck  accident. 

By  this  time,  exchange  officials  dis- 
covered that  the  gold  in  the  first  sample 
v/as  of  a  kind  never  found  in  under- 
ground mines,  so  they  sent  for  their  own 
geologist  to  check  the  mine.  When  virtu- 
ally no  gold  was  found  there,  trading  in 
Tapin  shares  was  suspended,  the  com- 
pany and  its  underwriters  (Canarim  and 
Midland  Doherty  Ltd.),  were  sued  and 
Tapin  filed  bankruptcy.  Civil  charges 
against  the  underwriters  were  eventually 
dropped,  but  the  mine's  president  and 
another  employee  were  indicted  for  fraud 
in  1979.  Soon  afterward,  Tapin's  presi- 
dent skipped  the  country. 

If  there  is  a  lesson  in  all  of  this,  it  is 
that  even  when  the  emptor  caveats  with 
all  due  diligence,  there  are  times  when  he 
would  be  better  off  with  his  money  under 
the  mattress.  ■ 
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Got  a  government  problem?  Get  your  con- 
gressman to  start  a  caucus.  Everybody  does. 


Congress  by 
caucus 


By  Ann  Hughey 

DURING  THE  GASOLINE  CRISIS  last 
summer,  there  was  some  talk  in 
Washington  about  shutting  down 
the  nation's  gas  stations  on  weekends. 
The  idea  was  instantly  unpopular  with 
the  citizens  of  Myrtle  Beach,  S.C.,  a  sea- 
side resort  where  the  weekend  shutdown 
would  have  hurt  the  local  tourist  indus- 
try. Representative  John  Jenrette  Jr. 
(D-S.C.)  got  panic-stricken  calls  from  his 
Myrtle  Beach  constituents.  In  no  time 
flat,  Jenrette  had  formed  a  travel  and 
tourism  caucus,  which  now  counts  191 
congressmen  as  members. 

Jenrette's  response  was  far  from  novel. 
On  Capitol  Hill  these  days,  the  most 
popular  way  to  fight  a  problem  seems  to 
be  to  form  a  caucus.  Most  estimates  put 
their  number  at  over  40,  but  because 
many  are  informal,  no  one  really  knows 
how  many  exist. 

Caucuses  are  the  other  side  of  single- 
issue  politics,  focusing  on  narrow  eco- 
nomic, regional  and  social  issues.  From 
the  national  point  of  view,  they  threaten 
the  Congress'  ability  to  get  anything  im- 
portant done.  The  reason  is  simple: 
What's  good  for  the  tourist  industry  can 
be  bad  for  national  energy  conservation, 
but  that's  not  the  problem  of  the  tourism 
caucus. 

Although  there  are  an  assortment  of 
partisan  political  caucuses  and  some 
groups  that  function  largely  as  social 
clubs,  the  new  breed  of  caucuses  are  like 
those  formed  to  protect  the  interests  of 
the  Great  Lakes,  the  Northeast,  the 
western  states,  the  Washington,  D.C. 
metropolitan  area.  There's  a  rural  caucus 
and  a  suburban  caucus.  Vietnam  veter- 
ans, women,  blacks,  Hispanics,  Irish  and 
Italians  have  caucuses.  There  are  caucus- 
es for  the  steel  industry,  solar  power,  the 
environment,  coal,  gasohol,  ports,  ex- 
ports, shipyards,  textiles.  There  is  even  a 
mushroom  caucus  formed  several  years 
ago  when  a  congressman  from  a  mush- 
room-producing district  discovered  that 


House  Majority  Leader  Jim  Wright  (D-Tex.J 
Tougher  to  keep  the  troops  in  line. 


an  increasing  number  of  Americans  were 
munching  fungi  from  the  Far  East. 

One  reason  for  this  blossoming  is  the 
changing  nature  of  the  Congress.  A  gen- 
eration ago,  the  power  of  the  House  of 
Representatives  rested  in  the  hands  of  10 
or  12  members — its  leaders  and  commit- 
tee chairmen.  In  the  mid-1970s,  reforms 
designed  to  make  Congress  more  demo- 
cratic divided  up  that  power,  ending  a 
system  where  it  was  possible  to  get 
something  done  by  persuading  a  handful 
of  power  brokers.  Says  House  Majority 
Leader  James  Wright  Jr.  (D-Tex.):  "Com- 
mittee chairmen  are  no  longer  supreme 
in  their  own  domains.  The  growth  of 
caucuses  has  been  a  part  of  the  general 
diffusion  of  authority." 

Having  committee  votes  on  the  rec- 
ord— part  of  the  reforms — leaves  mem- 
bers increasingly  vulnerable  to  special- 
interest  pressure.  Interest  groups  keep 
score  of  the  votes,  rating  members  on 


their  performance  within  narrow  con 
fines.  On  the  basis  of  these  scores,  say 
Representative  Lindy  Boggs  (D-La. 
"You're  for  or  against  the  environmen 
or  Common  Cause  or  the  National  Assc 
ciation  of  Manufacturers  or  the  labo 
unions  or  whatever. 

"The  feeling  is  that  if  everybody's  go 
ing  to  pressure,  shouldn't  we  be  thinkin, 
about  the  overall  interest  of  this  particu 
lar  area  of  the  economy  or  government  0 
our  atmosphere?"  says  Mrs.  Boggs,  co 
chairman  of  the  Congressional  Shipyan 
Coalition. 

The  steel  caucus,  not  uninterested  ii 
shipyard  activity  and  with  member 
who  also  belong  to  Mrs.  Boggs'  group 
was  formed  in  1977  to  tackle  steel  plan 
closings  and  competition  from  foreign 
imports.  In  the  House  it  has  about  15(1 
members  who  pay  $100  a  year.  The  mon 
informal  Senate  steel  caucus  has  abou 
40  members.  House  steel  caucus  chair 
man  Joseph  Gaydos  (D-Pa.)  gives  the 
caucus  credit  for  getting  congressiona 
and  Administration  support  for  mea 
sures  such  as  federal  assistance  program 
and  trigger-price  mechanisms  to  protect 
the  industry  from  imports. 

The  relationship  between  a  caucus  and 
the  industry  it  represents  is  not  always 
so  harmonious  as  with  steel,  however) 
For  example,  the  coal  caucus  backs  mea 
sures  to  force  utility  conversion  to  coal 
government  ownership  of  synthetic  fuel 
plants  and  the  windfall  profits  tax  on  oil 
These  items  are  opposed  by  the  National 
Coal  Association,  which  has  members 
who  are  adamantly  opposed  to  govern- 
ment involvement  in  business. 

Representative      Thomas  Daschle 
(D-S.Dak.)  sees  the  caucuses  as  an  exten 
sion  of  the  committee  system,  especially 
for  a  member  who  may  not  be  on  a 
committee  that  deals  with  an  area  of 
burning  interest  to  his  constituents.  "A 
caucus  is  not  as  confining  as  a  commit 
tee.    There's    more   flexibility,"  adds 
Daschle.  "There's  no  better  lobbying 
group  anywhere  on  the  Hill  than  mem 
bers  lobbying  each  other." 

Caucuses  are  also  a  way  of  interceding 
with  an  increasingly  powerful  federal 
government  on  behalf  of  beleaguered 
constituents.  Last  year,  for  example,  the 
coal  caucus  was  successful  in  getting  the 
Environmental  Protection  Agency  to 
modify  proposed  clean  air  rules  in  favor 
of  the  coal  producers. 

Bob  Theim  is  former  director  of  the 
Task  Force  for  Congressional  Reform  & 
Rules  of  the  House  Republican  Research 
Committee,  itself  a  caucus  of  sorts.  He 
explains  why  the  caucus  system  has  be 
come  so  popular:  "Suppose  the  govern 
ment  starts  placing  regulations  on  an  in 
dustry  that  makes  up  30%  of  the  econo 
my  of  a  member's  district.  Alone,  he 
can't    fight   the   federal  bureaucracy 
which  is  trying  to  establish  standards  foi 
the  whole  U.S.  economy.  To  get  reelect 
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fed,  he  forms  a  coalition  and  then  you've 
j;ot  an  apparatus  to  challenge  the  federal 
government." 

Senator  Paul  Laxalt  (R-Nev.)  is  co- 
chairman  of  the  Senate's  Western  Coali- 
j  ion,  which  was  influential  in  obtaining 
natural  gas  deregulation.  Laxalt  says  the 
Lvestern  group  was  formed  primarily  be- 
cause of  the  growth  and  increased  activ- 
ism of  the  federal  government.  "It  was  a 
.natter  of  self-preservation.  It  was  a  way 
|o  vote  the  region  and  protect  western 
lanks,"  he  says.  Laxalt  feels  the  federal 
government  was  taking  over,  ignoring 
A/hat  the  states  wanted  in  land  and  water 
olicy.  Laxalt  says  the  coalition  was  re- 
sponsible for  killing  a  proposed  Depart- 
Tient  of  Natural  Resources. 

Caucuses  are  also  a  way  to  pressure  the 
bureaucracy  and  the  Congress  into  giv- 
ng  a  region  or  a  district  more  federal 
noney.  The  rural  caucus,  headed  by  Rep- 
esentative  Wes  Watkins  (D-Okla.),  was 
tarted  in  the  early  1970s  by  congress- 
men who  felt  that  rural  areas  were  being 
;iven  short  shrift  in  Washington.  The 
;aucus  now  has  about  110  members  in 
he  House. 

"Caucuses  often  begat  caucuses,"  says 
me  congressional  aide.  "The  Northeast 
:aucus  was  spotted  by  several  southern 
ind  southwestern  groups,  who  organized 
hemselves  a  caucus  to  counter  the 
Northeast  caucus,  thereby  creating  jobs 
ind  payrolls,  Washington  offices  and  ex- 
sense  accounts  and  things  like  that. 
There's  a  caucus  under  every  rock." 

Caucus  identification  can  help  at  elec- 
ion  time.  Senator  Jennings  Randolph 
D-W.Va.)  seldom  missed  an  opportunity 
o  mention  that  he  was  one  of  the 
i.ounders  of  the  Senate  steel  caucus  dur- 
ing his  difficult  1978  reelection  cam- 
paign.   Representative    Mario  Biaggi 
fD-N.Y.)  has  some  aggressively  Irish 
Constituents  in  his  Bronx  district,  and  it 
jdoesn't  hurt  him  to  be  able  to  send  out 
jpress  releases  mentioning  that  he  is  head 
tjf  the  Irish  affairs  caucus,  which  he 
ormed. 

However,  contends  Majority  Leader 
Wright,  "The  influence  of  the  caucuses  is 
somewhat  diminished  by  their  number. 
The  ascendancy  of  the  caucuses  has  al- 
ready reached  its  zenith  and  is  beginning 
to  wane." 

So  far,  the  only  sign  of  that  has  been 
the  disbanding  of  the  blue-collar  caucus, 
which  had  only  12  members.  But  the 
redneck  caucus  is  still  going  strong. 
'We're  just  kind  of  informal.  If  they  vote 
(conservative,  we  let  them  in,"  says  Wes 
Watkins  of  Oklahoma,  who  considers 
himself  a  member.  "We  wear  white 
socks.  You  have  to  drive  a  pickup.  You 
[gotta  have  a  CB.  You  gotta  have  a  bump- 
er sticker  that  says,  'Love  it  or  leave  it.' 
|And  you  got  to  have  a  gun  across  the 
tback  window.  And  it  also  helps  if  you're 
a  farmer  or  a  coal  miner  or  something 
like  that."  ■ 


By  Jean  A.  Briggs 


People  are  beginning  to  figure  that  many 
forest  products  companies  are  worth  more 
dead  than  alive.  Bill  Haselton  is  out  to  prove 
that  is  no  longer  true  at  St.  Regis. 


Woodsman,  spare 
that  company 


Northeast  and  the  Northwest.  It's  idle  to 
speculate  on  what  that  land  might  be 
worth,  but  certainly  $1.5  billion  is  a  con- 
servative figure.  That  works  out  to  almost 
$50  for  each  of  St.  Regis' 32  million  shares, 
about  twice  what  St.  Regis  currently  sells 
for.  That's  without  putting  any  value  on 
the  cutting  rights — some  running  until 
2053 — that  St.  Regis  owns  on  another  2.8 
million  acres  in  Canada  and  the  southern 
U.S.  Nor  does  it  put  any  value  on  another 
$1  billion  or  so  in  plant  and  equipment.  Or 
on  the  company's  oil,  gas,  sulfur  and  land 
development  operations. 

Obviously,  Haselton  is  not  about  to 
liquidate  this  natural  resource  empire, 
but  he  is  determined  to  make  it  yield  a 
profit  commensurate  with  its  value. 

One  of  the  problems  is  the  way  St. 
Regis  was  put  together.  It  was  the  brain- 
child of  the  late  Roy  Ferguson  who,  over 
40  years,  built  a  small  New  York  State- 
newsprint  producer  into  a  giant  paper 
and  packaging  company.  Ferguson  went 
the  acquisition  route,  obsessed  with  big- 
ness and  paying  relatively  little  attention 
to  whether  the  pieces  fit.  Many  of  them 
did  not.  Stockholders  can  thank  Fergu- 
son for  picking  up  much  of  that  timber- 
land,  but  they  have  less  to  thank  him  for 
in  the  hodgepodge  of  scores  of  individual 
plants  that  make  up  the  empire. 

Haselton  doesn't  doubt  what  needs  to 
be  done— it's  all  wrapped  up  in  brown  in 
that  five-year  report  he  never  lets  out  of 
his  sight.  "If  you're  going  to  improve  a 
company  you  must  expand  what  you  do 
well  and  get  out  of  what  you  do  poorly." 
Last  year  alone  he  sold  four  folding  car- 
ton plants  and  two  converting  plants, 
and  shut  down  two  container  plants. 

As  he  frees  capital  from  the  weaker 
parts  of  the  business,  Haselton  is  pouring 
it  into  the  stronger  parts.  He's  expanding 
in  newsprint,  coated  printing  papers, 
lumber  and  Kraft  paper.  His  plan  calls  for 
spending  $1.6  billion  for  these  projects 
over  the  next  five  years,  as  well  as  for 


WE  ARE  VERY  MUCH  AWARE  We  are 
in  the  lower  quartile  in  this  in- 
dustry so  far  as  profitability  is 
concerned."  William  R.  Haselton,  trim 
in  a  dark  brown  pin-striped  suit,  leans 
forward  in  his  brown  leather  high-back 
chair  and  pats  a  report  covered  in  heavy 
brown  paper.  A  study  in  brown.  In  con- 
fessing to  St.  Regis'  mediocre  record,  the 
tall  55-year-old  deliberately  chooses  neu- 
tral words,  but  leaves  no  doubt  he  finds 
the  record  acutely  embarrassing.  St.  Re- 
gis ranks  a  sad  17th  of  21  companies  in 
Forest  Products  in  Forbes'  latest  Annual 
Report  on  American  Industry.  In  return 
on  total  capital  it  earned  only  about  two- 
thirds  what  the  industry  leaders  did.  Al- 
though sales  went  up  nearly  70%  be- 
tween 1974  and  1979  (to  $2.5  billion),  net 
profits  rose  only  about  45%. 

Haselton  pats  the  brown  report  again. 
It's  the  five-year  plan  he  has  just  present- 
ed to  his  directors.  "In  it,"  he  says,  "we 
have  plans  and  procedures  that  will  cause 
us  to  raise  our  return  on  equity  from 
what  it  was  last  year — in  the  12% 
range— up  to  at  least  15%  by  1984."  Giv- 
en the  steady  plowback  of  profits,  this 
would  suggest  earnings  of  $7.50  or  so  a 
share.  Not  an  easy  target  considering  St. 
Regis'  past  mediocre  return  and  consid- 
ering that  last  year's  estimated  $4.75  per 
share  was  probably  this  cycle's  peak. 

But  certainly  Haselton  has  the  means 
to  achieve  his  goal.  A  technical  man 
with  a  Ph.D.  in  chemistry,  he  rose 
through  St.  Regis  ranks  and  became  chief 
executive  last  April.  He  knows  the  com- 
pany like  the  back  of  his  own  hand.  He 
knows,  too,  that  St.  Regis  owns  valuable 
timberlands,  whose  ultimate  worth — 
some  people  think — is  prospectively 
greater  than  that  of  gold  mines  or  oil 
wells.  St.  Regis  owns  3.1  million  acres 
outright — spread  throughout  the  U.S.  in 
the   South,    the    upper   Midwest,  the 
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U.S.  savings  and  loans  are  out  to  bring  dol- 
lars home  from  Europe  to  build  homes  here 


TheU.S. 
single-family  home 
better  than  gold? 


continuing  to  update  older  plants. 

This  business  of  diverting  capital  to  its 
most  productive  uses  may  sound  like 
simple  common  sense,  but  simple  com- 
mon sense  was  not  always  enforced  at  St. 
Regis,  where  division  managers  would 
sometimes  get  expansion  money  on  the 
basis  of  promises  that  they  were  not  able 
to  keep.  A  former  chief  executive  once 
told  Forbes,  "We're  doing  all  right," 
when  even  then  the  company's  perfor- 
mance was  near  the  bottom  of  the  indus- 
try. Haselton's  able  predecessor,  George 
Kneeland,  struggled  manfully  to  bring 
some  order  into  the  situation,  but  old 
habits  die  hard. 

Haselton,  having  served  six  years  as 
president  under  Kneeland,  saw  where  the 
slippage  occurred.  That's  why  his  first 
five-year  plan  is  so  detailed,  with  goals 
and  also  thorough  explanations  of  how 
those  goals  are  going  to  be  achieved.  "It's 
realistic,"  he  says,  knowing  full  well  that 
goals  established  in  the  past  were  often 
like  politicians'  promises — made  with 
the  best  of  intentions  but  with  little  hope 
of  fulfillment. 

"What,"  the  reader  may  ask,  "is  so 
special  about  five-year  plans?  Doesn't  ev- 
ery big  company  have  them?"  Maybe  so, 
but  taking  them  seriously  is  another 
matter.  Make  no  mistake:  Haselton  is 
taking  this  one  seriously.  On  the  surface, 
he's  a  soft-spoken,  mild-mannered  man, 
but  nobody  who  has  dealt  with  him  can 
ignore  the  steely  determination  under- 
neath. Without  raising  his  voice,  he  says: 
"We're  going  to  hold  our  managers'  feet 
to  the  fire.  We  will  not  accept  a  reduction 
in  goals  no  matter  what  happens  to  the 
economy.  Rather  than  accept  a  reduc- 
tion, we'll  get  rid  of  a  division."  Clearly 
he  wouldn't  care  all  that  much  if  St. 
Regis  ended  the  five-year  period  not 
much  bigger  than  it  went  into  it — so  long 
as  his  profit  goals  were  met. 

His  hand  resting  on  that  neatly  bound 
brown  report,  Haselton  says:  "There's 
been  too  much  in  American  business  of 
promising  very  high  results  and  not  real- 
ly having  the  ability  to  deliver."  Thus,  he 
says,  he  leaned  over  backward  to  keep 
his  goals  conservative.  He  allowed  for 
the  fact  that  the  lumber  business,  impor- 
tant to  St.  Regis,  would  be  down  in  1980 
and  that  there  are  nearly  always  startup 
problems  with  new  paper  machines. 
Then  there's  the  psychological  factor: 
When  dealing  with  executives  unaccus- 
tomed to  strict  controls,  it  is  better  to 
have  goals  that  can  be  overachieved  than 
ones  that  can't  realistically  be  met;  bet- 
ter in  this  case  to  aim  for  the  moon 
rather  than  for  the  stars. 

You  come  away  from  talking  to  Bill 
Haselton  with  a  strong  conviction  that 
St.  Regis  is  going  to  be  a  quite  different 
company  five  years  from  now,  much 
leaner  and  tougher.  Earnings  of  $7.50  a 
share  by  1984?  That  might  easily  turn 
out  to  be  conservative.  ■ 


By  Michael  Kolbenschlag 

For  40-year-old  investment  banker  S. 
Michael  Elliott,  vice  president  of  Kidder, 
Peabody  &  Co.  in  San  Francisco,  the  idea 
was  like  a  made-in-heaven  marriage.  On 
one  side  were  European  investors,  awash 
in  Eurodollars  but  worried  about  invest- 
ing in  a  world  where  the  Russians  are 
grabbing  Afghanistan,  Iran  threatens  to 
go  to  war  with  the  U.S.  and  their  own 
economies  suffer  from  inflation  and  un- 
employment. On  the  other  were  U.S. 
savings  and  loan  associations,  sitting  on 
one  of  the  best  investments  around  (U.S. 
single-family  homes)  but  hungry  for  cap- 
ital as  more  and  more  Americans  shun 
the  traditional  S&L  passbook  savings 
account. 

Why  not  bring  the  two  groups  togeth- 
er? And  that's  exactly  what  Elliott  set 
out  to  do.  In  September,  Elliott  breezed 
through  20  major  European  institutions 
in  six  cities  in  five  days.  Elliott  discov- 
ered he  could  sell  five-to-ten-year  secured 
certificates  of  deposit  at  a  cost  savings  of 
30  to  40  basis  points  below  the  cost  of 
domestic  mortgage-backed  bonds. 

Would  the  Federal  Home  Loan  Bank 
Board  go  along?  Elliott  had  been  petition- 
ing it  since  1977.  On  Dec.  7  the  board 
finally  gave  S&Ls  the  green  light  to  go  to 
Europe  with  secured  CDs. 

Miami's  Dade  Savings  &  Loan  Associ- 
ation, anticipating  the  announcement, 
had  already  printed  up  offering  circulars 
for  a  $50  million  secured  CD,  but  it  un- 
derestimated the  Eurodollar  market's 
volatility.  Dade  was  offering  11.5%  in  a 
market  that  suddenly  demanded  12% — 
or  heavy  discounts.  The  underwriters 
would  have  taken  a  bath.  There  was  only 
one  solution:  a  short,  emotionless  telex 
of  postponement. 

But  Ronald  A.  Lipton,  the  45-year-old 
president  of  Dade,  appears  unshaken. 
"The  timing  was  not  ours,"  he  says. 
"The  Home  Loan  Bank  Board  happened 
to  approve  the  regulation  in  the  wrong 
week,  when  the  market  was  in  chaos  and 


Kidder,  Peabody's  S.  Michael  Elliott 
Eurodollar  billions  far  the  taking? 


gold  was  going  up  $100  a  day.  If  they  had 
approved  it  two  weeks  earlier  we  would 
have  done  the  issue  successfully  and  at  a 
very  interesting  rate." 

On  the  32nd  floor  of  the  Bank  of 
America  Building  in  San  Francisco,  El- 
liott rubs  his  full  black  beard  philosophi- 
cally: "I've  said  that  the  appetite  of  Euro- 
pean dollar  holders  for  AA-  or  AAA-rated 
issues  from  the  U.S.  like  the  S&Ls  offer 
is  insatiable.  Over  time  you  will  see  a 
very  significant  demand." 

Elliott  predicts  that  U.S.  savings  and 
loans  with  assets  of  $500  million  or  more 
(some  250  out  of  the  nation's  total  of 
4,500  S&Ls)  could  soon  be  tapping  the 
Eurodollar  market.  Robert  Dockson,  62, 
chairman  of  Los  Angeles'  California  Fed- 
eral Savings  &  Loan  Association,  the 
largest  U.S.  federal  S&L,  with  over  $6 
billion  in  assets,  gets  so  excited  by  the 
prospect  that  his  eyes  flash.  Dockson 
and  Cal  Fed  jumped  into  the  Eurodollar 
market  twice  at  the  end  of  1979  with 
unsecured  CDs  based  on  Cal  Fed's  repu- 
tation alone.  "There's  no  better  invest- 
ment for  a  foreigner  than  the  U.S.  single- 
family  home,"  he  says.  "I  think  hun- 
dreds of  millions  of  dollars  can  be  raised 
in  Europe,  and  that's  going  to  help  U.S. 
housing." 
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Dockson  vows,  thumping  his  desk  top, 
that  he's  already  considering  going  back 
to  Europe  in  1980  for  as  much  as  $200 
million.  Longer  range,  his  optimism  ex- 
tends beyond  CDs  to  the  possibility  that 
S&Ls  will  also  be  taking  mortgage 
passthroughs,  mortgage-backed  bonds 
and  non-CD  unsecured  notes  to  Europe- 
an— and  even  world — investors. 

Others  can  see  problems  ahead.  Take 


Palmer  D.  Sessel,  senior  vice  president  of 
Dean  Witter  Reynolds  Inc.  in  San  Fran- 
cisco, an  underwriter  on  the  Dade  issue 
and  an  expert  in  S&L  financing.  Sessel  is 
afraid  that,  in  their  hurry  to  get  at  the 
Eurodollar  market,  some  S&Xs  will 
tempt  the  market  with  secured  debt — 
that  is,  debt  backed  by  specific  mort- 
gages. Since  the  backing  required  would 
be  from  175%  to  200%  of  the  borrowing, 


such  securities  would  deplete  the  indus- 
try's asset  pool.  Sessel  would  much  prefer 
to  see  unsecured  borrowing — like  the 
CDs  the  S&Ls  sell  in  the  U.S. — used  in 
Europe. 

There's  another  problem,  of  course, 
but  it  isn't  the  bankers'  problem.  Any- 
thing that  brings  Eurodollars  back  into 
the  U.S.  brings  inflation  too.  That's  the 
whole  nation's  problem.  ■ 


In  its  bid  for  Glasgow's  Highland  Distilleries, 
j  Hiram  Walker  may  be  misjudging  Scotland's 
I  clannish  independent  distillers  and  blenders. 


Scotch  (whisky) 
nationalists 


By  Lawrence  Minard 


John  A.R.  Macphail  hunches  for- 
ward in  his  no-frills,  eight-foot-by- 
eight-foot  Glasgow  office:  "If  this 
bid  goes  through,  it  will  have  an  adverse 
impact  not  only  on  our  shareholders  but 
on  the  entire  independent  sector  of  the 
Scotch  whisky  industry.  Personally,  I  am 
implacably  opposed  to  it  at  any  price." 

Macphail  is  referring  to  December's 
surprise  offer  by  Canada's  Hiram  Walk- 
er-Gooderham  &  Worts  Ltd.  (soon  to 
merge  into  Toronto's  Consumers'  Gas 
Co.,  see  p.  109)  to  pay  $170  million  for 
the  independent  whisky  distilling  and 
blending  company  Macphail  heads,  $135 
million  (revenues)  Highland  Distilleries 
Ltd.  Worried  about  future  Scotch  supply, 
and  recalling  Mark  Twain  ("Too  much  of 
anything  is  bad,  but  too  much  whisky  is 
just  right"),  the  conglomerates  have 
rushed  to  buy  the  independents.  Within 
five  years  Seagram  has  bought  Glenlivet; 
Allied  Breweries,  Teachers;  Whitbread's, 
Long  John.  If  Walker's  bid  succeeds,  over 
60%  of  Scotland's  malt  distilling  capac- 
ity will  be  controlled  by  Walker,  Seagram 
and  independent  Distillers  Co.  Ltd. 

So  Macphail  is  fighting  back  hard: 
"What  irritates  me,"  he  continues,  "is 
that  here  we  have  Hiram  Walker,  a  for- 
eign multinational  company  that  has 
been  a  guest  in  this  country,  suddenly 
kicking  down  the  door,  throwing  a  fistful 
of  notes  on  the  table  and  saying:  'Okay, 
we're  taking  over  the  joint.'  " 

It's  easy  to  see  why  Hiram  Walker 
wants  Highland.  The  company  is  awash 
in  unconsolidated  profits  and  underval- 
ued assets.  Macphail  is  probably  right 


when  he  suggests  the  only  Scottish  thing 
about  Hiram's  bid  is  its  meager  price. 

Hiram  Walker  is  offering  $2.93  each 
for  Highland's  58  million  shares — about 
17  times  Highland's  aftertax  earnings 
last  year,  and  35%  over  the  average  price 
a  Walker  subsidiary  paid  in  secretly 
buying  5%  of  Highland's  common  in  the 
open  market  last  summer.  Sounds 
tempting,  but  beneath  the  surface  it  is,  as 
the  Scots  say,  mean.  Here's  why: 

Few  Americans  have  heard  of  High- 
land Distilleries,  but  millions  know  the 
taste  of  its  malts.  Through  an  incestuous 
relationship  with  Glasgow's  Robertson 
&  Baxter  Ltd.,  Highland  supplies  an  esti- 
mated 50%  or  more  of  the  malt  used  to 
blend  Cutty  Sark,  whose  3-million-plus 
cases  a  year  make  it  the  world's  fifth- 
ranked  Scotch.  Highland  shares  directors 
and  headquarters  with  R&B  and  owns 
35.4%  of  R&B's  capital  (R&B  in  turn 
owns  3.2%  of  Highland).  Include  High- 
land's share  of  R&B's  earnings  on  High- 
land's books  (as  Highland  does  not)  and 
Walker's  offer  is  only  12  times  earn- 
ings— much  closer  to  where  untendered- 
for  independents  now  trade. 

Highland  owns  five  high-quality  malt 
whisky  distilleries  with  an  annual  capac- 
ity of  around  7  million  gallons — about 
7%  of  the  industry  total  and  around  1 
million  gallons  more  than  Hiram  Walk- 
er's Scotch  distilling  capacity.  Only 
around  18%  of  the  industry's  output  is 
available  for  "free  sale"  to  blenders  with- 
out their  own  stills,  and  some  industry 
observers  are  predicting  a  capacity 
squeeze  for  the  mid-1980s.  Hiram  Walk- 
er could  build  new  stills  to  avoid  the 
crunch.  But  in  whisky,  it  is  not  until  five 


years  or  so  after  a  distillery  is  built  that  a 
builder  knows  if  the  plant  will  produce  a 
good  or  mediocre  malt.  So  it  is  far 
cheaper  and  surer  for  Hiram  Walker  to 
buy  than  build — especially  at  12  times 
earnings. 

Then  there  is  The  Famous  Grouse, 
Highland's  own  branded  whisky,  which 
it  took  control  of  in  1970.  Although  The 
Famous  Grouse  is  only  now  being  mar- 
keted (by  Seagram)  in  the  number  one 
American  market,  it  already  holds  6%  of 
the  number  two  U.K.  market.  Last  year 
Highland  shipped  over  1  million  cases  of 
The  Famous  Grouse,  up  from  40,000  in 
1970;  this  year  it  will  probably  ship  some 
1.5  million  cases. 

Paradoxically,  it  is  The  Famous 
Grouse's  unqualified  success  that  has 
made  Highland  temporarily  vulnerable. 
How  so?  Because  a  distiller  with  a  suc- 
cessful brand  must,  in  the  brand's  early 
years,  store  ever  greater  quantities  of 
malt  to  meet  demand  years  down  the 
line.  Early  on  those  stocks  are  expensive 
deadweight:  Last  year  it  cost  Highland 
over  $10  million  just  to  finance  and  carry 
its  $64  million  of  stocks  (total  reported 
profit  was  only  $12  million).  But  a  distill- 
er can  count  on  margins  over  20%  once 
his  brand  is  established.  The  seemingly 
low-profit  distillery  suddenly  becomes  a 
cash  machine.  Hiram  Walker  knows  this 
very  well.  That  is  why  it  is  rushing  in  to 
buy  Highland  now,  before  The  Famous 
Grouse's  future  earning  power  becomes 
reflected  in  Highland's  market  price. 

Will  Walker  succeed?  Working  against 
Macphail  is  the  fact  that  only  8%  of  his 
stock  is  in  friendly  hands;  another  40% 
is  held  by  institutions.  Those  institu- 
tions are  not  about  to  take  Walker's  ini- 
tial offer:  The  day  it  offered  130  pence 
per  Highland  share,  the  shares  immedi- 
ately soared  above  140  pence  per  share, 
where  they  remain.  Still,  if  Hiram  Walk- 
er Chairman  Clifford  Hatch  ups  the  bid 
enough,  the  institutions  will  begin  to  feel 
their  fiduciary  responsibilities. 

Working  for  Macphail,  however,  is 
this:  Nearly  half  of  Highland's  8,500 
stockholders  are  Scottish.  True,  the 
Scots  love  a  good  price,  but  their  passion 
for  whisky  runs  at  least  as  deep.  (The 
word  "whisky"  itself  comes  from  the 
Gaelic  "the  water  of  life.")  In  order  to 
sway  them,  Hiram  Walker  may  be  forced 
to  raise  the  ante  more  than  it  cares 
to  afford.  ■ 
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British  workers  badly  need  more  small  busi- 
ness, but  decades  of  socialism  have  almost 
wiped  out  Britain  s  entrepreneurial  class. 

Whatever  became 

of  that  nation 
of  shopkeepers? 


By  Barbara  Ellis 

IN  THE  PAST  TWO  MONTHS,  tWO  pillars 
of  British  industry  have  announced 
massive  layoffs:  25,000  from  British 
Leyland  over  the  next  two  years,  52,000 
from  sick  British  Steel  Corp.  by  August. 
(Incredibly,  all  of  BSC'S  140,000  workers 
are  now  on  strike.)  Further  layoffs  from 
jobs  that  depend  on  BL  and  BSC  will 
likely  run  many  thousands  more. 

Where  will  they  find  jobs?  Prime  Min- 
ister Margaret  Thatcher,  a  grocer's 
daughter,  hopes  Britain's  small -business 
sector  will  take  up  the  slack.  "The  future 
of  Britain,"  Mrs.  Thatcher  told  her  Con- 
servative Party's  convention  in  October, 
"depends  largely  on  the  success  of  small 
businesses."  But  the  sad  fact  is  that 
through  benign  neglect  and  malign  poli- 
tics, Britain's  small-business  community 
has  atrophied  dangerously. 

Consider:  Even  including  self-em- 
ployed consultants  and  lawyers,  there 
now  are  only  1.2  million  small  business- 
es in  Britain,  vs.  over  14  million  in  the 
U.S.  With  only  4  times  the  U.K.'s  popula- 
tion, the  U.S.  has  12  times  as  many  small 
enterprises.  Says  small-business  lobbyist 
Bill  Poeton,  with  only  a  little  hyperbole: 
"This  country  has  only  2,800  manufac- 
turing firms  of  any  substance  [i.e.,  with 
100  to  200  workers] — about  the  same  as 
downtown  Los  Angeles." 

As  things  now  stand,  Britain's  entire 
institutional  framework  discourages  the 
growth  and  vitality  of  small  business.  For 
example,  British  banks  are  ultracautious 
toward  small  firms.  Most  would-be  en- 
trepreneurs are  lucky  to  get  a  loan.  Even 
if  they  do,  the  amount  is  limited  to  the 
liquidation  value  of  the  new  concern,  not 
the  wealth  it  might  create  if  successful. 
Charges  Barry  Baldwin,  a  partner  in 
Price  Waterhouse  U.K.,  "They  [British 
bankers]  don't  even  keep  track  of  what 
their  loss  ratio  is  on  small  businesses 
compared  with  big  businesses." 

Take  the  case  of  Sean  Mayo,  the  kind 
of  entrepreneur  Mrs.  Thatcher  needs  to 


keep  British  unemployment  in  bounds. 
In  1968  Mayo  and  three  friends  were 
sacked  when  their  employer  left  town. 
Electronics  specialist  Mayo  and  friends 
pooled  their  brain  power  and  one-month 
severance-pay  checks  and  started  Servi- 
con  Dynamics,  an  electronics  design 
concern.  "It  has  been  bloody  impossi- 
ble," says  Mayo,  of  Servicon's  quest  for 
financial  backing.  "No  one  would  lend  us 
money  on  ideas.  We  developed  the  first 
digital  cassette  recording  deck  and  put  in 


for  a  development  grant  that  would  have 
cost  the  government  a  $140,000  loan, 
and  would  have  returned  $7  million  a 
year.  Our  proposition  was  based  on  good, 
solid  market  research."  Instead,  the  gov- 
ernment backed  $1.3-billion-sales  Ples- 
sey's  project.  "It  turns  out  they  [Plessey] 
are  using  an  Italian  import  and  modify- 
ing it,"  says  Mayo  bitterly. 

By  sweat  equity  and  mortgaging  their 
homes,  the  partners  pulled  Servicon 
through.  Sales  are  now  some  $600,000, 
profits  about  10%  of  gross.  Employees 
now  number  40.  But  it  was  a  close  call. 

Public  equity  capital?  After  over  a  de- 
cade of  confiscatory  taxation,  with  sur- 
charges on  "unearned"  income,  private 
investors'  capital  has  virtually  disap- 
peared. The  first  Thatcher  budget  last 
June  did  chop  the  top  income  tax  rate 
from  80%  down  to  50%,  but  it  also  near- 


ly doubled  the  value  added  tax  to  15%, ; 
blow  to  many  small  retailers. 

The  fact  is  that  British  big  businesi 
has  grown  far  faster  under  socialism  than 
U.S.  big  business  in  a  relatively  free 
economy.  In  30  years,  the  top  100  manu 
facturing  companies  have  increased  thei 
share  of  private-sector  output  and  emi 
ployment  from  22%  to  41%,  vs.  an  in- 
crease from  23%  to  33%  in  the  U.S.  In 
construction  and  insurance,  according  tc 
Stuart  Holland,  a  Labour  Party  membei 
of  parliament,  six  companies  now  con- 
trol about  half  of  assets.  Three  compa- 
nies control  almost  95%  of  deposit  bank- 
ing assets.  Statisticians  estimate  that  be- 
tween one-third  and  one-half  of  growth 
in  British  industry  in  recent  years  haa 
come  from  takeovers  of  small  firms  by 
big  companies. 

There  is  no  effective  antitrust  policy 
to  protect  struggling  businesses  from  big 
and  hungry  companies;  discriminatory! 
(and,  in  effect,  predatory)  pricing  poli- 
cies are  quite  legal  in  Britain.  Big  cus- 
tomers are  favored  far  beyond  the  differ- 
ence caused  by  economies  of  scale.  As  ai 
result,  small  enterprises  are  often 
squeezed  out  of  existence  or  into  the| 
maw  of  a  well-connected  conglomerator.. 
Says  a  U.S.  business  professor  living  ini 
Britain:  "Large  companies  get  away! 
with  murder  here." 

This  concentration  permeates  Britishi 
life.  For  example,  68%  of  Britain's  74,5001 
public  houses — saloons — are  owned  byl 
U.K.  brewers.  True,  the  brewers  rent  out 
three-quarters  of  their  pubs,  much  as  bigi 
British  landlords  rent  acreage  to  tenant 
farmers.  But  there's  a  vast  difference  be- 
tween being  a  tenant  and  being  in  busi- 
ness for  yourself. 

Resuscitating  Britain's  small  business 
won't  be  easy.  Bill  Poeton  is  right  now 
trying  to  convince  Industry  Minister  Sir 
Keith  Joseph  to  give  the  U.K.  a  loan 
guarantee  system  modeled  after  the  U.S. 
Small  Business  Administration's  pro- 
gram. Poeton's  forecast  of  only  3%  fail- 
ures has  not  convinced  Joseph,  who, 
striving  to  cut  government  spending, 
fears  that  the  scheme  would  repeat  the 
SB  As  8%  loss  ratio.  But  here  Joseph  may 
have  gotten  his  priorities  wrong. 

Napoleon  Bonaparte  once  referred  to 
the  British  contemptuously  as  a  nation 
of  shopkeepers — or  so  it  is  said.  But  that 
was  before  Karl  Marx  came  along  and 
spawned  a  pale  reflection  of  his  radical 
ideas  in  movements  like  the  British  La- 
bour Party.  Socialists,  by  and  large,  seem 
to  feel  more  comfortable  with  big  busi- 
ness, big  labor  and,  of  course,  big  govern- 
ment than  they  do  with  a  broadly  based, 
highly  individualistic  petite  bourgeoisie, 
whose  prosperity  gives  it  a  stake  in  the 
established  system.  If  Mrs.  Thatcher 
really  wants  to  turn  back  the  clock  on 
Britain's  30  years  of  creeping  socialism, 
she  would  do  well  to  expand  Britain's 
now-shrunken  entrepreneurial  class.  ■ 
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CARS  PEOPLE 
SWEAR  BY.  NOT  AT. 


If  that's  what  you  have  to  say  about  the  last  new 
car  you  bought,  youYe  not  alone.  More  and  more 
people  today  are  thinking  less  and  less  of  the  way  new 
cars  are  made. 

But  there's  one  group  of  people  who  can  still  talk 
about  their  cars  without  using  X-rated  words. 
Volvo  owners. 

In  fact,  statistics  show  that  9  out  of  10  people  who 
buy  new  Volvos  are  happy. 

And  this  year  happiness  comes  in  more  forms 
than  ever  before.  From  Volvo's  affordably  priced 
DL  sedans  and  wagons  to  the  luxury  class  GLEs  that 


afford  every  comfort  and  convenience  feature  anyone 
could  want. 

There's  also  the  Volvo  GT  that  will  give  many  of 
the  world's  most  revered  performance  cars  a  run  for 
their  money.  But  it  does  it  for  thousands  less. 

And  finally,  the  Bertone  Coupe.  A  personal  luxury 
car  created  for  the  individual  seeking  the  ultimate  mark 
of  quality  in  an  automobile;  hand  craftsmanship. 

Whichever  model  you  select,  you'll  be  getting  the 
quality,  comfort  and  safety  that  make  Volvo  something 
quite  uncommon  in  this  day  and  age. 

A  car  that's  a  blessing  VOLVO 
instead  of  a  curse.  A  car  you  can  believe  in. 


©  International  Gold  Corporation,  Ltd. 


The 

Krugerrand 

The  world's  best  way  to 
own  pure  gold. 


Five  years  ago,  you  could  have  ig- 
nored the  idea  of  owning  pure  gold. 
Americans  weren't  allowed  to  own  it. 

But  those  restrictions  are  gone. 
And  with  them  went  every  reason 
not  to  own  some — even  if  it's  only 
a  small  amount. 

The  trend  to  gold. 

Today,  millions  of  individuals  have 
bought  gold.  Corporations  and  invest- 
ment trusts  own  gold.  Even  banks 
have  gone  into  gold. 

And  it's  no  wonder.  Gold  is  man's 
classic  hedge  against  inflation;  it  is 
protection  of  savings;  it  is  portfolio 
diversification— again,  even  if  one 
only  owns  a  little. 

The  continuing  rarity. 

And  yet,  gold  remains  extremely 
rare.  If  the  entire  world  supply  were 
brought  together,  it  would  be  a  cube 
only  eighteen  yards  on  each  side ! 

There  is  surely  enough  monetary 
uncertainty  around— currency  de- 
valuations, double-digit  inflation— 
for  you  to  consider  owning  a  piece 
of  that  cube.  And  this  coin  offers  the 
best  way  to  do  it. 

The  Krugerrand  is  an  official,  legal 
tender  coin,  which  is  coined  each 
year  by  the  South  African  Mint.  Each 
one  contains  exactly  one  troy  ounce  of 
pure  gold.  And  it  has  become  by 


far  the  most  sold  gold  coin  in  the  world. 

The  Krugerrand  difference. 

It  is  also  totally  unique  in  its  con- 
cept. For  it  was  not  designed  to  com- 
memorate anything  nor  is  it  a 
"limited  edition"  minting.  Thus  it 
can  be  sold  at  the  lowest  possible  price 
over  its  actual  gold  content.  ( There  is 
only  a  small  charge  for  coinage  and 
distribution —a  little  like  the  broker's 
fee  for  stocks.  J 

It  is,  in  effect,  a  gold  coin  designed 
for  gold  owners,  and  not  one  of  the 
rare,  or  "limited  edition,"  coins  which 
sell  at  premium  prices  over  their 
gold  content.  And,  since  each 
Krugerrand  contains  exactly  one 
ounce  of  pure  gold,  you  can  always 
know  what  your  gold  is  worth  by 
checking  the  world  gold-ounce  price 
in  your  daily  newspaper. 

Highly  liquid,  easy  to  store. 

Because  of  their  worldwide  popular- 
ity ( almost  30  million  sold  since  1967 ) 
Krugerrands  have  a  ready  market  — 
they're  sold  and  bought  back  every 
day  at  neighborhood  coindealer  shops, 
precious  metals  brokers  and  even  at 
some  brokerage  firms  and  banks. 

A  Krugerrand  is  about  the  size  of 
a  half  dollar,  though  thicker  and,  of 
course,  heavier.  And  you'll  find  you 
can  slip  quite  a  few  Krugerrands  into 


your  regular  bank  safe-deposit  box. 
Some  final  considerations. 

Possibly  you  now  own  some  stock, 
real  estate,  or  maybe  have  some  sav- 
ings or  other  money  drawing  interest. 
And  possibly  you  are  uncomfortable 
with  the  fact  that  gold  isn't  quite  like 
those  other  assets.  Well,  that  is 
exactly  the  reason  people  consider  add- 
ing some  to  their  portfolios— it's  just 
smart  diversification.  So  it's  worth 
a  visit  to  a  few  of  the  coin  dealers  in 
your  area  to  hear  of  gold's  advantages. 
Or  you  can  send  in  the  coupon  below. 

It  should  also  be  noted  that  the 
gold  price  is  subject  to  some  fluctua- 
tion and  there  is  no  guarantee  it  will 
not  fall  below  what  you  paid.  But 
that's  certainly  true  of  almost  any  cur- 
rency, commodity,  stock,  real  estate 
or  any  of  the  other  valuable  posses- 
sions you  may  have. 

It  can  be  added,  however,  that 
according  to  history,  the  upward 
t  rend  has  favored  gold . 

KRUGERRAND  COIN  DIV., 
INTERNATIONAL  GOLD  CORP 
Dept.  FR1.  350  Hudson  St.,  N.Y.,  NY  10014 

Please  send  free  brochure  "GOLD  FACTS 
I  AND  THE  KRUGERRAND"  and  a  list  of  I 
I  Krugerrand  dealers. 

I  Name  I 

I  Address.  I 

City  State  Zip  I 


For  the  dealer  nearest  you  and  a  free  brochure  call  toll  free  800-331-1701 .  (In  Oklahoma,  call  collect, 918-664-8300) 


Decontrol  of  oil  and  gas  prices  is  unleashing 
a  frenzy  of  drilling  and  exploration. 
So,  the  stuff  was  there  all  along  and 
they  were  just  waiting  for  higher  prices? 
The  answer  s  not  that  simple — 
nor  that  reassuring. 


Back  in  1949,  A.  William  Rutter  Jr.,  a 
strapping  22-year-old,  set  out  to  be  a 


wildcatter.  With  degrees  in  econom 
ics  from  Williams  and  in  geology  from  Tex 
as  College  of  Mines  and  Metallurgy, 
he  joined  his  father,  a  veteran  explorer 
based  in  El  Paso,  Tex.  For  the  next  1 1 
years  the  Rutters  made  themselves 
comfortably  wealthy  by  drill- 
ing and  consistently  finding 
oil  and  natural  gas  in  the 
Southwest. 

But  around  1960  the  Rut- 
ters called  it  quits.  They  packed 
away  their  rigs,  began  plugging  all 
but  a  handful  of  their  wells  and  let 
their  gas  holdings  run  down.  From  a 
peak  of  about  7  billion  cubic  feet  per  year, 
their  natural  gas  production  dwindled  down 
to  barely  a  half  billion  cubic  feet.  Bill 
Rutter,  the  onetime  wildcatter,  became 
the  hot  dog  king  of  western  Texas.  "I  put 
about  $2.5  million  into  hot  dog  stands 
and  averaged  a  35%  annual  return,"  says 
Rutter,  recalling  how  he  invested  in  18 
fast-food  restaurants,  17  motels,  some 
warehouses  and  even  a  shopping  center.  "Lord  knows,"  he 
adds  scathingly,  "this  country  needed  more  fast-food  restau- 
rants. Something's  wrong  when  you  can  make  more  money  in 
that  than  in  oil  and  gas  drilling." 

The  Rutters  had  concluded — rightly  as  it  turned  out — that  it 
made  scant  sense  to  risk  their  wealth  searching  for  new  finds 
while  eastern  consumers  and  politicians  could,  by  law,  force 
producers  to  sell  natural  gas  entering  the  interstate  market 
below  16  cents  a  thousand  cubic  feet;  at  that  price  only  the 
very  best  discoveries  could  hope  to  break  even. 

But  ask  Bill  Rutter  where  he  is  putting  his  money  today  and 
he  replies  with  a  hearty  chuckle,  "We're  betting  five  inches 
against  the  world  again." 

Those  five  inches  are  the  diameter  at  the  bottom  of  a  drill 
hole.  That's  about  the  width  of  a  good-size  jug  of  bourbon, 
which  isn't  very  wide  when  you  must  drill  two  miles  or  more 
into  the  earth  to  find  hydrocarbons.  It's  not  something  you're 
likely  to  do  with  your  own  money  unless  the  potential  reward 
is  commensurate  with  the  tremendous  risk. 

After  much  foot-dragging  Washington  has  started  decontrol- 
ling prices.  The  price  of  natural  gas  is  now  up  around  $2.60  per 
mcf  while  newly  drilled  oil  is  fetching  $30  a  barrel  and  more.  "I 
don't  need  to  build  any  more  hot  dog  stands,"  says  Rutter,  who 
this  year  has  part  interest  in  some  500  active  wells. 
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We're 
betting 
five  incites 
against 
:  the 
world 


Last  February,  in  aptly  named  Wellsville, 
N.Y.,  Karney  Cochran,  68,  was  about  ready 
to  plug  his  160  stripper  wells  and  start  col- 
lecting social  security.  "I  told  my  wife  I  was 
all  through  with  drilling  these  little 
holes  in  the  ground."  Today  Cochran 
is  readying  plans  to  drill  some  20 
wells,  his  first  in  many  years,  and  he 
doesn't  expect  to  retire  this 
side  of  1990. 

A  stripper  well  is  any  well 
producing  fewer  than  ten 
barrels  of  crude  a  day;  usually 
it  was  abandoned  by  the  larger  com- 
pany long  ago  as  insufficiently  pro- 
ductive, although  stripper  oil  was 
only  briefly  price  controlled.  Most  of 
Cochran's  are  over  20  years  old  and  many 
produce  barely  a  barrel  a  day.  Even  at  $10  a 
barrel  they  were  hardly  worth  bothering 
with.  But  now  Cochran  is  getting  as 
much  for  his  oil  as  any  sheikh  and  he 
reckons  he  will  make  money  on  a  well 
pumping  as  little  as  a  quarter-barrel  a 
day,  maybe  even  one-eighth.  What's 
more,  he  can  afford  to  start  drilling  in 
marginal  areas  that  he  hasn't  thought  about  touching  in  years. 
Unless  he  is  badly  mistaken,  Cochran  believes  that  new  drill- 
ing this  year  will  bring  him  a  sixfold  increase  in  his  oil 
reserves,  from  50,000  barrels  to  over  300,000  barrels. 

If  these  price  shifts  can  mean  so  much  to  lowly  stripper-well 
operators  and  independent  wildcatters,  what  are  they  doing  to 
the  integrated  oil  companies,  the  nation's  big  producers  of 
hydrocarbons? 

On  a  recent  sunny  December  afternoon,  some  300  oilmen, 
most  of  them  representatives  from  the  large  companies,  gath- 
ered in  the  ornate  but  paint-peeling  Veterans  Memorial  Audi- 
torium in  Providence,  R.I.  Among  them  was  Harry  Simmons, 
225  pounds  and  barrel-chested,  the  land  manager  for  Murphy 
Oil.  Simmons  was  elated  but  nervous.  He  had  just  bid  success- 
fully for  a  handful  of  tracts  on  the  Georges  Bank  fishing 
grounds  off  the  New  England  coast.  Quite  a  coup  for  this 
medium-size,  Arkansas-based  integrated  oil  outfit.  Now  Tract 
136  in  the  federal  government's  lease  sales  for  drilling  rights 
was  coming  up  for  bids,  and  Simmons,  pocket  calculator  at  the 
ready,  thought  he  had  a  chance  to  win  again. 

This  was  a  crucial  sale.  These  fishing  grounds  reputedly  are 
among  the  best  in  the  world.  The  tracts  now  being  offered  are 
believed  to  hold  some  123  million  barrels  of  oil  plus  870  billion 
cubic  feet  of  natural  gas.  If  ever  uncovered  and  recovered  that 
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would  be  sufficient  fuel  to  warm  all  the  homes  in  New  England 
plus  80%  of  those  in  New  York  State  for  an  entire  winter. 

Environmentalists  have  twice  won  court  orders  in  the  past 
i|to  delay  this  sale.  This  afternoon,  after  losing  in  court,  protes- 
ters are  dropping  pamphlets  and  bags  filled  with  oil  and  dead 
fish  from  a  balcony.  A  tantrum  by  children  who  never  grew  up, 
the  ruckus  disrupts  the  proceedings  for  only  a  few  minutes. 

The  bidding  on  136  begins.  Simmons  knows  his  $340,000 
offer  may  be  on  the  low  side,  but  what  a  shock  he  gets.  Gulf  Oil 
easily  edges  him  out  with  $412,000.  Houston  Oil  &  Minerals 
outbids  him,  too,  with  $1.3  million.  Exxon  and  Shell  are  both 
in  the  $3  million  range.  But  it  is  Mobil  Oil  in  the  end  which 
blows  everybody  off  the  board  Mobil's  bid:  $75.2  million. 

How  can  Mobil  afford  to  pay  25  times  more  than  its  nearest 
rivals  and  220  times  the  amount  Simmons  offered  for  an 
untested  tract  of  land  lying  beneath  hundreds  of  feet  of  water? 
["It's  just  a  difference  in  evaluation,"  says  Simmons  with  a 
philosophical  shrug  of  his  broad  shoulders.  When  you  work  for 
a  relatively  cash-shy  outfit  like  Murphy  you  soon  learn  to 
become  a  good  loser. 


Was  Mobil's  overbidding  really  a  difference  in  evaluation?  Or 
was  it  an  example  of  public  relations  grandstanding?  Even  as 
these  bids  were  being  announced,  Congress  was  debating  how 
much  tax  it  should  levy  against  this  industry's  potential  wind- 
fall profits.  Mobil  was  not  alone  in  overbidding.  Others  also 
paid  more  than  they  had  to,  far  more.  Exxon,  for  example, 
spent  $20  million  for  a  tract  that  no  other  company  thought 
worth  more  than  $3  million. 

Are  the  oil  companies  overspending?  Is  it  in  part  a  public 
relations  device  for  taking  the  heat  off  the  current  high  level  of 
oil  company  profits?  Certainly  there  is  an  element  of  public 
relations  involved.  The  industry  says  it  needs  high  profits  in 
order  to  go  out  and  find  more  oil,  so  it  must  be  perceived  as 
spending  heavily.  But  whatever  the  motives,  the  money  is  real 
and  the  consuming  public  would  do  well  to  remember  that  a 
good  part  of  the  profits  that  the  oil  companies  are  earning  will 
end  up  in  the  pockets  of  the  federal  government  through  lease 
sales.  For  practical  purposes,  the  federal  government  could  be 
considered  a  member  of  OPEC. 

But  all  will  be  forgiven  if  hydrocarbons  are  found.  Is  all  this 


Hot  spots  for  exploration:  where  hopes  run  highest 


Potentially  favorable  basins 


Existing  fields 


Overthmst  Belt 

Hottest  of  the  hot  areas. 
Terrain  as  hostile  as 
anything  in  Alaska,  but 
finds  may  be  as  rich. 
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Tuscaloosa  Trend 

Leases  skyrocket  to 
$4,000  per  acre,  but  few 
are  selling  out  here  at 
any  price. 


Georges  Bank 

Court  battles  go  against 
environmentalists.  First 
leases  fetched  almost 
$1  billion. 


Prudhoe  Bay 

The  yardstick  by  which 
all  other  domestic  finds 
are  measured.  Will  we 
ever  again  find  anything 
so  bountiful? 

Source  Pitts  Energy  Group 


Beaufort  Sea 

Big  hope  for  the  late 
1980s.  Ice-choked  waters 
will  hamper  drilling, 
add  huge  costs. 


Gulf  of  Mexico 

Still  the  most  active 
offshore  drilling  area 
in  the  world.  Explorers 
headed  into  deeper  waters, 
even  as  deep  as  2,000  feet. 


Baltimore  Canyon 

Exxon  thinks  it's  a 
white  elephant  and  has 
taken  a  huge  writeoff 
here.  Prospects  are  better 
for  gas  than  for  oil. 
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U.S.  petroleum  reserves:  a  40-year  perspective 


Over  time  domestic  reserves  of  oil  and  natural  gas  have 
declined  very  little  only  because  imports  rose  to  handle 
increased  consumption.  Fewer  government  controls,  higher 


prices  and  more  drilling  can  help  add  to  supply.  Increased 
efficiency  and  conservation  can  moderate  demand.  But  will 
these  things  be  enough  to  slow  the  rate  of  decline? 


spending  worthwhile?  Ask  almost  any  oilman  how  much  oil 
and  gas  there  is  yet  to  be  found  in  the  U.S.  and  you  will  probably 
get  an  ambiguous  answer,  something  to  the  effect  that,  "We 
won't  know  until  the  last  well  has  been  drilled  and  the  last  barrel 
lifted."  However  unsatisfying  the  answer,  it  is  true. 

Take  a  worst-case  scenario  that  we  never  find  any  more  oil 
or  gas  and  don't  improve  our  present  extraction  technology.  If 
that  were  to  happen  the  U.S.  might  as  well  apply  to  become  a 
province  of  Saudi  Arabia — assuming  they  would  have  us. 

A less  bleak  scenario  is  put  forward  by  a  team  of  econo- 
mists at  Arthur  D.  Little,  the  Cambridge,  Mass.  con- 
sulting firm.  They  start  with  the  guess  that  nature  put 
about  900  billion  barrels  of  oil  under  U.S.  turf  or  waters.  Of  that 
we  will  find,  say,  700  billion;  the  rest  we  miss  or  cannot  reach. 
We  have  to  halve  that  figure  because  that's  all  we  can  ever  hope 
to  extract.  So  we  are  down  to  350  billion  barrels.  Of  this  we 
have  already  consumed  118  billion  barrels,  but  improved  tech- 
nology allows  us  to  go  back  into  older  fields  and  pump  more  oil. 
Result:  about  232  billion  obtainable  barrels. 

The  Cambridge  firm  does  the  same  exercise  for  natural  gas 
and  ends  up  with  about  535  trillion  cubic  feet.  How  long  would 
it  all  last?  If  you  could  get  at  all  that  oil  and  natural  gas  right 
away,  our  total  proven  and  potential  reserves  would  keep  the 
U.S.  going  for  almost  40  more  years  at  the  present  rate  of 
usage — and  we  wouldn't  have  to  pay  a  penny  of  tribute  to 
OPEC.  But  that's  a  statistical  dream.  Under  the  best  of  circum- 
stances discovery  and  recovery  takes  years,  so  the  inevitable 
conclusion  that  the  Little  team  reaches  is  that  so  long  as  we 
use  oil  and  gas  we  will  be  dependent  on  imports.  The  real 
question  is  how  quickly  and  with  how  much  resolve  we  set 
about  recovering  what  we  know  is  in  the  ground,  or  can 
reasonably  guess  is  likely  to  be  there. 

Government  agencies  and  other  experts  have  long  been 
sounding  the  alarm,  warning  Americans  that  they  are  about  to 
run  out  of  hydrocarbons  almost  since  oil  was  first  discovered. 
In  the  late  1880s,  Washington  pundits  insisted  that  it  was 
unlikely  oil  would  ever  be  found  in  California,  Kansas  or  Texas. 
Nowadays  the  U.S.  Comptroller  General  is  sending  reports  to 
Congress  saying,  in  effect,  that  no  matter  how  much  extra 
money  we  throw  at  the  energy  problem  we  will  not  greatly 
enhance  supplies  of  conventional  fuels  because  price  has  such  a 
minor  impact  on  their  retrieval. 
Lately  an  extra  twist  has  been  added  to  the  doom-and-gloom 
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argument.  Let's  not  waste  our  precious  funds  and  time  pursu 
ing  that  diminishing  resource,  goes  this  new  litany.  Let's 
instead  siphon  the  money  away  from  the  oil  companies  and 
put  it  to  work  on  coal  gasification,  solar  energy  and  mass 
transit  projects.  Oh,  how  Washington  relishes  the  prospect  of 
getting  its  hands  on  all  that  money  and  having  all  those 
projects  to  administer.  Oil.  The  biggest  pork  barrel  in  history. 
"What  we're  seeing,"  says  New  York  investment  banker  Jo- 
seph Tovey,  "is  a  secular  religion  at  work  where  logic  becomes! 
irrelevant  and  bureaucrats  recite  only  what  their  political  mas- 
ters want  to  hear." 

But  bureaucrats  and  wildcatters  live  almost  in  different 
worlds.  Money,  Texans  like  to  say,  makes  the  mare  go  and 
money  will  make  the  drills  go.  The  theoreticians  and  gloom- 
and-doomers  could  end  up  looking  pretty  silly. 

The  industry  is  laying  out  larger  chunks  of  cash  than  ever 
before  to  explore,  drill  and  develop  acreage  in  the  U.S.,  both 
offshore  and  on  land.  For  example,  for  those  tracts  on  the 
Georges  Bank  the  oilmen  spent  over  $800  million,  all  of  which 
incidentally  went  into  the  federal  government's  coffers.  Only 
days  earlier  they  had  paid  federal  and  state  governments  over  a 
billion  dollars  for  another  parcel  of  tracts  in  the  ice-choked 
waters  of  the  Beaufort  Sea  off  Alaska's  North  Slope.  And  in 
November  they  peeled  off  $1.9  billion  for  tracts  in  the  more 
predictable  Gulf  of  Mexico. 

On  land,  the  action  is  more  frenzied.  Drill  bits  are  "turning 
right" — wildcatters'  parlance  for  digging  into  the  earth — from 
Alaska  to  Arizona  and  from  Oregon  to  Florida.  The  hottest 
areas  currently  are  central  Louisiana's  Tuscaloosa  Trend  and 
the  Overthrust  Belt  in  the  Rocky  Mountains  (see  map  p.  45), 
but  the  rigs  also  are  sprouting  like  onion  grass  across  Appala- 
chia  and  even  in  such  old  oil  provinces  as  Pennsylvania  and 
New  York.  "Just  about  anywhere  you  go  you  will  stumble  over 
someone  behind  a  bush  drilling,"  says  L.C.  Soileau  HI,  senior 
vice  president  for  land  and  production  at  Chevron  USA,  which 
hasn't  been  this  busy  since  the  great  Fifties'  Texas  oil  boom. 

Shortly  before  Christmas,  Hughes  Tool  Co.,  which  keeps 
score  for  the  industry,  tallied  almost  2,600  rigs  at  work, 
the  highest  weekly  count  in  22  years.  Eighteen  months 
ago  rigmakers  were  glad  to  lease  out  their  gear  at  prices  that 
barely  covered  their  fixed  costs,  recalls  Leonard  M.  Rickards, 
exploration  head  at  Phillips  Petroleum. 

"Now  it's  getting  to  the  point  where  the  dollars  are  chasing 
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*  One  Quad  equals  one  quadrillion  (or  1015)  BTUs.  One  barrel  of  oil  will  produce  5.7  million  BTUs  of  energy,- 
1,000  cubic  feet  of  gas  will  produce  1.025  million  BTUs  of  energy. 


[the  rigs  and  we're  having  to  sign  long-term  contracts,"  he  says. 

Marathon  Manufacturing  Co.,  a  leading  supplier  of  rigs  in 
Houston,  is  reporting  its  biggest  order  backlog  ever,  with  its 
[yards  booked  solid  until  well  into  1983.  "We  think  the  oilfield 
service  industry  will  have  a  difficult  time  keeping  up  with 
demand,"  says  Halliburton  Co.  Chairman  John  P.  Harbin,  who 
[recently  headed  a  National  Petroleum  Council  study  on  the 
(industry's  manpower  and  materials  requirements.  Phillips  in 
fbarely  two  years  has  almost  quadrupled  the  number  of  seismic 
screws  it  has  at  work  in  the  field.  A  sign  of  the  times:  At  Penn 
i State  University,  enrollment  for  petroleum  engineering 
(courses  in  three  years  is  up  from  65  to  220.  This  year's 
graduates  can  each  have  their  pick  of  at  least  four  firm  job 
offers  and  expect  a  $23,000  starting  salary.  Not  bad  money 
when  you're  barely  21  and  untested.  (These  salaries  are  for 
B.S.s,  not  M.S.s.)  This  year  Arco  Oil  &  Gas  is  spending  several 
times  more  for  exploration  than  it  has  in  recent  years.  Thrice 
.last  year  Standard  Oil  of  Indiana  raised  its  budget  for  explora- 
ition  and  development  drilling.  Now  Amoco  expects  to  spend 
close  to  $3  billion,  a  record,  and  most  of  it  in  the  U.S.  All  told, 
ithe  industry's  spending  for  leasing  land  and  well  drilling  will 
climb  from  1977's  $15  billion  to  around  $28  billion  this  year 
and  push  past  $60  billion  in  1985,  according  to  Chase  Manhat- 
tan Bank.  By  then,  the  bank  thinks,  the  costs  will  be  so 
horrendous  that  the  oil  industry,  in  spite  of  its  huge  cash  flow, 
will  be  on  the  prowl  for  fresh  capital. 

These  are  big  numbers.  But  there  are  many  even  within 
the  oil  industry  who  believe  they  still  may  not  be  big 
enough.  According  to  Joseph  Foster,  president  of  Ten- 
neco  Oil  Exploration  &  Production  Co.,  if  you  add  natural  gas 
and  oil  together  the  U.S.  produces  the  equivalent  of  about  7 
billion  barrels  of  oil  annually.  Each  barrel  costs  $6  to  replace  at 
today's  expense  rates.  To  stay  even,  says  Foster,  would  cost 
about  $40  billion  a  year — more  if  we  want  to  expand  proven 
reserves.  By  his  figuring,  the  industry  spends  barely  two-thirds 
the  necessary  amount. 

Across  the  land  there  are  some  375,000  stripper  wells.  Now 
that  oil  is  being  decontrolled  and  is  generally  in  short  supply, 
stripper  production  is  at  last  in  demand.  According  to  one 
knowledgeable  enthusiast,  annual  production  from  these  wells 
conceivably  could  rise  from  under  390  million  barrels — slightly 
less  than  the  volume  lifted  from  Alaska's  North  Slope — to  over 
500  million  barrels 
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If  he's  right,  that  could  clip  $4  billion  off  our  trade  deficit. 

However,  a  spokesman  for  the  National  Stripper  Well  Asso- 
ciation in  Oklahoma  is  considerably  less  optimistic.  He  con- 
tends neither  output  nor  the  level  of  reserves  from  stripper 
wells  can  be  expected  to  change  more  than  fractionally,  even 
allowing  for  the  enormous  changes  in  oil  economics.  Of 
course,  it  may  have  been  a  coincidence,  but  even  as  he  spoke 
his  association  was  lobbying  hard  on  Capitol  Hill  to  make  sure 
Congress  did  not  proceed  with  a  threat  to  apply  part  of  its 
proposed  windfall  profits  tax  to  stripper  production. 

Even  more  savings  can  be  expected  from  improvements 
in  tertiary  recovery  of  oil.  Normally  oilmen  reckon  to 
lift  only  about  30%  of  the  oil  in  the  ground  in  any  field 
with  the  help  of  natural  pressure  or  water  flooding  (secondary 
recovery).  By  injecting  steam  to  lessen  the  oil's  viscosity  or 
carbon  dioxide  to  force  the  oil  out,  oilmen  believe  they  can 
raise  the  recovery  rate  to  50%  or  more.  That  could  boost 
production  by  another  600  million  barrels  annually. 

The  art  of  tertiary  recovery  isn't  yet  far  advanced  and  the 
capital  and  operating  costs  promise  to  be  enormous.  But  both 
Arco  and  Shell  plan  to  pipe  carbon  dioxide  from  Colorado 
where  it  is  plentiful  to  west  Texas  where  the  oil  is  tightly 
trapped  in  underground  rock  structures. 

"Oil  is  too  hard  to  find  to  leave  any  behind,"  says  Chevron's 
Soileau,  whose  "huff-and-puff "  steam  injection  system  in  Kern 
County,  Calif,  is  expected  to  free  up  an  extra  100,000  barrels 
daily  by  1990.  By  then,  given  today's  price  levels,  the  whole 
industry  could  be  adding  an  extra  3  million  barrels  to  our  daily 
output  through  tertiary  recovery,  according  to  the  National 
Petroleum  Council. 

Improved  technology  is  helping  in  other  ways.  Drill  crews 
have  learned  how  to  successfully  bore  to  depths  of  28,000  feet. 
Deep  drilling  involves  tremendous  heat  and  enormous  wear 
and  tear  on  equipment,  with  the  costs  doubling  every  2,800 
feet.  But  below  1 5,000  feet  drillers  are  hitting  copious  amounts 
of  valuable  natural  gas.  There  probably  isn't  an  outfit  around 
that  has  not  made  some  finds.  Then,  too,  seismic  crews  are 
honing  their  skills  learning  to  "shoot"  underneath  and  around 
mountains  and  to  pinpoint  hydrocarbons  with  sufficient  accu- 
racy that  wildcatters  in  the  Overthrust  Belt  are  scoring  with 
every  fourth  well  drilled,  an  incredible  rate  of  success.  This  is 
encouraging  explorers  to  go  back  into  old  territories  and  uncov- 
er pools  of  oil  and  gas  they  had  previously  failed  to  locate. 
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"There's  been  a  complete  rejuvenation  in  the  Gulf  of  Mexico 
in  the  past  two  years,"  says  James  Savage,  senior  vice  presi- 
dent-exploration and  land  for  Arco. 

Most  of  these  newer  finds  are  not  huge  fields,  certainly  not 
in  the  Prudhoe  Bay  league,  and  they  are  predominantly  natural 
gas  rather  than  oil.  But  as  Phillips  Petroleum's  Rickards  says, 
"They  will  at  least  arrest  the  decline  in  our  reserves,  even  if 
they  don't  reverse  it." 

The  oil  companies,  of  course,  will  complain  that  the  pending 
excess  profits  tax  will  reduce  their  ability  to  explore  and  drill. 
What  can  you  expect  them  to  say?  (Thank  you,  we're  glad 
you're  taxing  us?)  The  fact  is  this:  Congress  will  probably  settle 
on  a  bill  that  will  tax  the  oil  industry  an  extra  $227  billion  over 
ten  years.  However,  the  industry's  revenues  over  those  ten 
years  will  probably  hit  $1.7  trillion.  Any  industry  where  the 
OPEC  monopolists  are  setting  the  prices  can  afford  an  extra 
tax  burden  that  works  out  to  around  13%. 

At  the  moment  the  prospect  is  almost  too  good  to  be  true: 


The  oil  industry  is  coming  back  into  the  market  system.  For 
his  support  of  decontrol,  President  Jimmy  Carter  deserves  a 
great  deal  of  credit.  It  was  that  pro-free-enterprise  stand  that 
may  well  have  brought  the  Teddy  Kennedy  candidacy  down  on 
Carter's  head. 

Decontrol  will  serve  the  country  well  in  two  ways:  1)  It  will 
encourage  conservation  (see  story  on  p.  49);  and  2)  it  will  both 
encourage  and  help  pay  for  the  deep,  costly  drilling  that  offers  a 
hope  of  postponing  the  day  when  the  last  U.S.  oil  is  gone. 

Governments,  of  course,  can  always  change  their  minds,  but 
for  the  moment  at  least  U.S.  energy  policy  seems  headed 
firmly  in  the  right  direction.  At  worst,  profit-motivated  indus- 
try sbould  be  able  to  keep  U.S.  reserves  and  U.S.  production 
from  dropping  further.  At  best,  it  may  be  able  to  step  up  both  to 
some  moderate  degree.  Combined  with  conservation  and  the 
development  of  coal,  nuclear  and  synthetics,  decontrol  and  the 
drilling  it  will  unleash  may  finally  put  the  U.S.  back  on  the  road 
to  political  and  economic  independence.  ■ 


The  simple  arithmetic  of  a  sophisticated  business 


The  science  of 
finding  oil  and  gas 
is  sophisticated 
stuff,  but  the  busi- 
ness part  is  plain 
enough.  Here's 
how  it  might  go 
in,  say,  east  Texas, 
a  mature  produc- 
ing area  but  still 
highly  active. 
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Wildcatters  reckon  to  pay  about  $50  per 
acre  for  land  of  average  promise.  Let's 
say  we  buy  ten  tracts  averaging  3,000 
acres  per  tract.  Cost  of  leases  on  30,000 
acres:  $1.5  million.  Since  the  cost  of 
necessary  geophysical  work  is  rarely  in 
six  figures,  call  it  nominal. 


After  drilling  ten  holes  to  a  depth  of 
10,500  feet  or  so,  we  strike  out  with 
eight  dry  holes  but  uncover  two  pools  of 
natural  gas.  That's  par  for  the  course  in 
east  Texas,  where  four  out  of  five  holes 
turn  out  to  be  dry.  (Even  so,  east  Texas 
luck  is  twice  the  national  average.) 


At  these  depths  drill  costs  average  $75  a 
foot  for  successful  wells  and  $50  for  dry 
holes.  So,  total  drilling  costs  for  ten  holes 
would  work  out  to  be  about  $6  million, 
counting  in  the  costs  of  setting  the  cas- 
ings and  other  odds  and  ends  necessary  to 
complete  the  two  successful  wells. 


Moving  into  development  involves  drill- 
ing satellite  wells  to  increase  the  produc- 
tivity of  the  field.  Six  of  these  will  cost 
$4.5  million  (and  one  of  them,  on  the 
average,  will  be  dry).  Total  acquisition 
and  drilling  costs:  $12  million.  Add  about 
$750,000  for  finance  charges. 


Our  return:  14  billion  cubic  feet  at  $2.60 
per  1 ,000  cubic  feet  fetches  $36.4  million 
in  gross  revenues,  divvied  as  follows: 
Landowners'  royalties: 

$4.6  million  (12.5%) 
Local  taxes: 

$3.6  million  (10%) 
Acquisition,  drilling 
and  finance  charges: 

$12.7  million  (35%) 
Operating  costs: 

$2.7  million  (7.5%) 
Pretax  profit: 

$12.7  million  (35%) 

Does  price  matter?  Our  reserves  might 
last  eight  years.  At  $4  per  mcf ,  the  value  of 
the  find  soars  to  $56  million.  More  impor- 
tant, we  might  lower  our  sights  at  the 
outset  and  be  willing  to  develop  wells 
that  show  smaller  reserves. 
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Maybe  laying  out  $2  for  gasoline  doesn't  exactly  grab  you,  but  a 
leading  authority  says  it's  the  only  way  to  escape  OPECs  grip. 


An  interview  with 
economist  Kenneth  Arrow 


As  I  See  It 


You  can't  accuse  Professor  Kenneth  ]. 
Arrow  of  not  making  a  personal  contri- 
bution to  the  cause  of  energy  conserva- 
tion. When  the  Nobel  prizewinning 
economist  moved  from  Harvard  to  Stan- 
ford last  year,  he  built  a  house  with  as 
much  insulation  as  he  could  stuff  into  it 
and  close  enough  to  the  campus  that  he 
could  give  up  commuting  by  car  and 
walk  to  work.  There  was,  of  course,  an 
element  of  self-interest  in  Arrow's  ener- 
gy-saving moves:  He  is  convinced  that 
decontrol  of  oil  prices  is  a  key  to  conser- 
vation, and  you  don't  have  to  be  an 
economist  to  know  what  that  means  for 
consumers — far  higher  prices. 

Arrow,  a  58-year-old  economic  theo- 
rist, is  an  outspoken  advocate  of  decon- 
trol, not  because  he  thinks  it  will  bring 
forth  a  cornucopia  of  hitherto  undiscov- 
ered oil  and  gas,  but  because  he  thinks 
that  the  market  system — price — is  the 
most  efficient  mechanism  for  inducing 
conservation  and  lessening  American 
helplessness  before  OPEC.  Sitting  back, 
shirt-sleeved,  tie  at  half-mast,  in  his  clut- 
tered office  last  month,  Arrow  explained 
the  case  for  letting  oil  and  gas  prices  rise. 

Forbes:  You've  said  that  the  old  policy 
of  holding  down  domestic  oil  prices  was 
counterproductive  in  that  it  put  a  heavy 
cost  burden  on  the  U.S.  economy.  Can 
you  put  some  numbers  on  that  cost? 

Arrow:  The  Energy  Policy  &  Conser- 
vation Act  controls  induced  both  over- 
consumption  and  domestic  underproduc- 
tion. You  can  calculate  that  they  caused 
the  importation  of  roughly  830  million 
barrels  of  foreign  oil  per  year.  Federal 
compliance  alone  cost  the  oil  industry 
$500  million  in  fiscal  1977,  and  the  fed- 
eral tax  burden  attributable  to  the  Eco- 
nomic Regulatory  Administration  with- 
in the  Department  of  Energy  is  in  the 
area  of  another  $210  million  annually. 
Not  counting  the  lost  revenues  to  oil 


companies,  the  total  cost  of  controls, 
from  all  sources,  is  at  least  $3  billion  in 
real  net  incurred  costs. 

But  the  biggest  impact  of  these  con- 
trolled prices  is  an  adverse  effect  on  the 
balance  of  payments.  By  decontrol  we 
will  reduce  that  problem.  If  the  raising  of 
the  price  of  domestic  oil  would  reduce  oil 
imports  by  as  little  as  1  million  barrels  of 
oil  per  day,  that  would  be  $25  million  per 
day  or  $9  billion  per  year  that  would  not 
be  going  abroad.  That's  a  pretty  large  part 
of  the  trade  imbalance. 

Forbes:  Cutting  back  oil  imports  by  1 
million  barrels  per  day  would  decrease 
the  power  of  the  OPEC  monopoly? 

Arrow:  Definitely.  I  don't  want  to  be 
overly  optimistic  about  the  1  million  bar- 
rels per  day,  but  decontrol  would  help.  It 
would  also  indicate  to  our  allies,  who 
have  already  let  prices  rise,  that  we're 
doing  our  bit  too.  The  British,  for  exam- 
ple, even  though  they  have  as  big  a  do- 
mestic oil  industry  as  we  do,  have  let 
prices  rise. 

Forbes:  So  by  decontrolling  domestic 
oil  prices  we  can  make  it  profitable 
enough  for  the  oil  companies  to  produce 
more  domestic  oil  and  to  import  less 
from  OPEC? 

Arrow:  The  argument  is  based  a  good 
deal  more  on  the  restrictions  on  demand 
than  it  is  on  the  increase  in  domestic 
supply.  Our  calculations  have  suggested  a 
rather  modest  improvement  on  the  do- 
mestic supply  side — there  would  be  im- 
provement— but  the  main  gain  is  not  the 
increase  in  domestic  supply.  It  is  the 
decrease  in  demand  in  a  controlled  way. 
The  reason  for  this  is  geological.  The  oil 
isn't  there.  The  U.S.  has  been  thoroughly 
explored  for  a  long  period  of  time,  and  we 
have  evidence  now  that  the  quite  dra- 
matic increases  in  prices  that  have  al- 
ready occurred  have  not  been  sufficient 
to  call  forth  an  increase  in  oil  supply.  The 
prices  for  really  new  oil  are  essentially 
uncontrolled  today.  We've  had  attempts 
in  the  Gulf  of  Mexico  and  the  Baltimore 
Canyon,  but  unfortunately  they  have  not 


been  very  successful.  It's  a  hard  fact  of 
life,  but  the  price  system  doesn't  work 
miracles. 

Forbes:  But  with  decontrol,  isn't  the 
U.S.  consumer  in  for  a  rude  shock  at  the 
gas  pump? 

Arrow:  Oh,  yes,  the  consumers  of  oil 
will  be  paying  more  for  two  reasons. 
They'll  pay  more  because  of  OPEC.  Al- 
though they  don't  realize  it,  any  price 
they  pay  is  a  rolled-in  price  that  includes 
OPEC.  That's  a  fact  that  legislation  can't 
change.  On  the  other  side,  because 
roughly  half  of  our  consumption  is  do- 
mestic oil  coming  from  regulated  fields,  a 
large  transfer  of  income  from  the  average 
consumer  to  the  average  oil  company 
will  take  place.  Decontrol  of  prices  would 
result  in  a  transfer  of  at  least  $13  billion 
from  the  users  of  petroleum  products  to 
the  stockholders  of  crude-oil  producing 
companies. 

Forbes:  Aha!  Obscene  profits  at  the 
expense  of  the  poor  consumer. 

Arrow:  Not  entirely.  There  is  consider- 
able evidence  that  control  of  prices  has 
benefited  the  oil  refiners  and  has  not 
been  passed  on  to  the  consumers  at  all.  A 
lot  of  the  protection  that  consumers 
have  thought  they  had  is  an  illusion. 

Forbes:  You  mean  that  the  refiners  are 
buying  the  crude  oil  at  controlled  prices 
but  selling  it  to  the  consumers  at  essen- 
tially uncontrolled  prices? 

Arrow:  Essentially,  yes.  With  decon- 
trol the  refiners  will  lose,  but  I  assume 
that  no  one  is  seriously  interested  in 
measures  that  will  benefit  the  refiners  at 
the  expense  of  the  producers.  Those  are 
two  groups  who  can  fight  it  out  among 
themselves.  That's  a  point  that  I  have 
very  little  interest  in.  It's  not  a  legitimate 
object  of  social  policy. 

Forbes:  But  doesn't  decontrol  hit  the 
poor  the  hardest? 

Arrow:  I  don't  think  that's  correct. 
The  richer  you  are  the  more  energy  you 
use  either  directly  or  indirectly  in  the 
products  you  buy.  Any  subtraction  from 
a  small  income  is  painful,  but  I  would  say 
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A  SUN  COMPANY 


North  American  E 


The  nation  is  witnessing  a 
structural  change  in  the  eco 
nomics  of  energy.  There 
is  an  intense  need  to  de- 
velop more  domestic 
energy  than  ever 
before. 

Sun's  primary 
response  to  this 
challenge  will 
be  to  increase 
capital  spend' 
ing  in  the 
energy  areas, 
and  to  devel- 
op  more 
energy  on  the 
North  Ameri- 
can continent. 

Here 
Theodore 
A.  Burtis,  Sun 
Chairman  and 
Chief  Executive  Officer, 
discusses  some  of  Sun's 
activities  and  opportunities. 


Sun  and  other  oil  companies 
have  been  earning  record 

profits.  How  does  Sun  plan  to 
use  the  additional  income? 

For  the  next  three  years,  Sun 
Company  plans  a  capital  program 
(including  acquisitions)  averaging 
$1.2  billion  per  year.  Together  with 
$1.1  billion  for  1979,  this  nearly 
doubles  Sun's  average  yearly  capital 
spending  for  the  1976-78  period. 

Sun's  major  focus  in  1980  through 
1982  will  be  on  North  American  energy 
development,  with  approximately 
60  percent  —  $730  million  per  year  — 
allocated  for  oil  and  natural  gas,  oil  sands, 
coal,  and  alternate  energy  development. 

Are  higher  prices  stimulating 
an  increase  in  development  of 
Sun's  oil  and  gas  producing 
properties? 

Yes.  Relative  to  other  long-time 
roducers,  Sun  has  a  large  volume  of 
ower  tier  production  —  from  oil  fields 
developed  before  1973.  Decontrol 
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provided  the  economic  incentive  to 
improve  production  on  these  properties. 
But  it  now  appears  that  the  "windfall 
profits  tax"  will  reduce  that  incentive 
and  prevent  us  from  maximizing 
production  from  these  existing  fields. 
Nonetheless,  current  drilling  and 
development  activities  have  been 
stepped  up  substantially. 

Drilling  activity  is  also  up  sharply 
to  enhance  natural  gas  production. 
Onshore  areas  will  receive  major 
emphasis,  including  our  expanding 
program  in  Western  "tight"  gas  sands. 

Overall,  Sun  plans  to  drill  a  yearly 
average  of  some  500  net  development 
wells  during  1980-82.  This  represents  a 
25  percent  increase  over  1979  activity. 

What  is  the  status  of  Sun's 
domestic  offshore  exploration 
activities? 

Sun  is  active  in  all  the  prospective 
areas,  including  the  Baltimore  Canyon, 
Georgia  Embayment  and  the  Santa 
Barbara  Channel. 


You're  staying  with  the 
Baltimore  Canyon? 

Yes,  we  are  optimistic  about  our 
holdings  there.  The  industry  as  a  whole 
has  spent  some  $2  billion  for  lease 
bonuses  and  20  exploration  wells  there. 
Sun,  fortunately,  has  an  interest  in 
each  of  the  three  discoveries  to  date. 
We  have  a  16  percent  interest  in  Block 
598,  where  the  first  discovery  was  made 
in  1978.  We  recently  acquired  20 
percent  cT  Block  642  (directly  south  of 
598)  on  which  there  have  been  two 
discovery  wells.  All  three  wells  have 
indicated  natural  gas  potential.  A 
fourth  well  is  being  drilled  to  further 
delineate  the  structure. 

What  about  onshore? 

In  1979,  Sun  participated  in  16 
successful  wells  in  68  exploratory 
completions  in  the  United  States. 

Of  particular  interest  are  recent 
discoveries  in  the  Williston  Basin  of 
Northeastern  Montana.  Currently,  we 
have  650,000  net  acres  in  the  Basin. 
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In  addition,  Sun  has  200,000  net 
acres  in  the  Rocky  Mountain 
Overthrust  Belt. 

What's  the  outlook  for 
Sun  in  Canada? 

Two  related  events  in  Canada  in 
1979  have  greatly  enhanced  Sun's 
position  in  North  American  energy 
development.  The  first,  in  April,  was 
the  attainment  of  world  prices  for 
synthetic  crude  in  connection  with 
previously  announced  plans  to  expand 
oil  sands  capacity. 

The  second  event  was  the 
amalgamation  of  Great  Canadian  Oil 
Sands  Limited  with  Sun  Oil  Company 
Limited,  consummated  in  August.  The 
product  of  this  amalgamation  is  our 
new  subsidiary,  Suncor  Inc. 

How  big  is  Suncor? 

Suncor  Inc.  is  the  fifth  largest 
integrated  oil  company  in  Canada. 
It  has  a  broad  and  extensive  land 
position  in  all  the  prospective  areas, 
and  sufficient  cash  flow  generated  by 
existing  operations  to  fund  aggressive 
exploration  and  development  of  its 
acreage. 

Exploration  and  production 
spending  in  Canada  over  the  1980-82 
period  will  exceed  $340  million 
(Canadian).  This  sum  includes 
exploration  and  production  in  the 
Western  Provinces,  exploration  in  the 
frontier  areas,  and  further  investment 
in  heavy  oil  development. 

Work  is  also  in  progress  on  a 
$185  million  (Canadian)  project  to 
expand  oil  sands  capacity  by  13,000 
barrels  per  day. 

Suncor  is  involved  in  all  the  major 
petroleum  developments  occurring  in 
Canada.  This  was  one  important  reason 
for  the  amalgamation  —  to  bring 
together  a  company  with  a  balance  of 
near-term  and  long-range  potential. 

What  is  Sun's  position  in 
coal  today? 

We're  very  active  in  coal,  and 
intend  to  be  an  aggressive  competitor 
in  both  the  Western  and  Eastern  coal 
markets. 

Sun's  Cordero  Mine  near  Gillette, 
Wyoming,  is  one  of  the  country's 
largest  mines,  with  proven  and 
probable  reserves  of  over  500  million 
tons.  We  have  entered  the  first  phase  of 
a  program  to  double  the  mine  capacity. 
A  coal  storage  barn  under  constmction 


will  allow  the  mine  to  load  its  fully 
permitted  capacity  of  24  million  tons 
a  year. 

Recently,  Sun  acquired  Elk  River 
Resources,  an  Eastern  coal  company, 
for  $300  million  in  Sun  common  stock. 
In  1979,  Elk  River's  mining  and  coking 
operations  in  Kentucky,  West  Virginia 
and  Virginia  produced  4  million  tons  of 
coal  and  470,000  tons  of  coke.  The  Elk 
River  acquisition  gives  Sun  an 
additional  200  million  tons  of  proven 
and  probable  reserves  of  Eastern  coal. 

The  combination  of  Sun's  output 
from  Cordero  and  Elk  River  operations 
is  expected  to  be  11  million  tons  per 
year  in  1980  and  14-15  million 
tons  by  1982. 

What  will  this  increased 
spending  mean  in  terms  of 
Sun's  production? 

Our  North  American  energy 
output  on  a  BTU  equivalent  basis  will 
increase  by  approximately  20  percent 
between  now  and  the  end  of  1982.  We 
intend  to  moderate  the  decline  of  our 
oil  and  gas  production  in  the  early 
1980s.  Sun's  increases  in  synthetic 
crude  and  coal  production  will  more 
than  offset  our  declines  in  oil  and  gas 
on  a  BTU  equivalent  basis. 

Do  you  see  any  growth 
opportunities  downstream? 

In  the  area  of  terminalling,  we  see 
major  growth.  Sun  plans  to  invest 
about  $50  million  per  year  to  expand 
existing  terminalling  business  over  the 
next  three  years. 

At  this  time,  13  percent  of 
all  crude  oil  brought  into  the  U.S. 
comes  over  Sun's  Gulf  Coast  docks. 
Throughput  has  increased  strongly  over 
the  past  three  years,  as  has  profitability. 
Today  95  percent  of  our  terminalling 
business  is  for  third  parties. 

What  about  financial 

resources? 

In  the  uncertain  environment  of 
the  1980's,  Sun's  strong  balance  sheet 
will  provide  adequate  access  to 
financial  resources.  As  a  percent  of 
total  capitalization,  we  have  a  current 
long-term  debt  of  only  18  percent. 
Consequently,  we  will  be  able  to  invest 
well  in  excess  of  $1.2  billion  per  year 
to  capitalize  on  additional  energy 
development  opportunities,  depending 
on  whether  the  government  provides  a 
favorable  climate. 


What  about  future  dividends? 

Sun's  management  recognizes  its 
responsibility  to  adequately  reward 
shareholders  with  a  competitive 
dividend  payout.  To  help  ensure  "fair 
valuation"  of  Sun's  stock,  we  feel  that 
working  toward  a  dividend  payout  in 
the  range  of  35  percent  of  sustainable 
earnings  is  appropriate. 

Are  Sun's  earnings 
sustainable? 

Yes,  based  on  our  current 
interpretation  of  the  industry's 
economic  and  political  environment, 
we  feel  that  Sun's  earning  potential  has 
moved  to  a  higher  plateau.  While  some 
components  of  Sun's  1979  earnings  may 
not  be  sustainable,  we  recognize  upside 
profit  potential  in  several  areas  —  oil 
and  natural  gas,  oil  sands,  coal  and 
terminalling.  Of  course,  we  are  aware 
that  any  major  legislative  setback  could 
alter  this  outlook  as  well  as  inhibit 
Sun's  energy  program. 

Our  capital  program  of  $1.2  billion 
per  year  for  the  early  1980's  reflects 
only  those  projects  we  consider 
highly  probable  at  this  time.  Given  a 
favorable  environment  for  energy 
development,  we  are  optimistic  that  we 
can  develop  opportunities  over  and 
above  that  capital  spending  level.  Sun 
has  the  technological,  organizational, 
and  financial  resources  to  do  so,  and 
this  course  of  action  would  be  in  the 
best  interests  of  the  nation. 


If  you  would  like  additional  information 
about  Sun,  write  Ella  W.  Wnght,  Director, 
SharehoLler  Relations,  Sun  Company,  Inc. , 
100  Matsonford  Road,  Rmlnor,  PA  19087. 


Kenneth  J.  Arrow,  professor  of  economics  at  Stanford  University,  presidential  adviser  and  Nobel  prizewinner  in  economics 

Oil  decontrol  will  cost  consumers  $13  billion  plus  a  little  more  inflation,  but  it's  worth  it  in  freedom  from  OPEC. 


that  equal  percentage  changes  in  cost  for 
the  rich  and  the  poor  are  acceptable.  If 
one  is  concerned  about  the  poor,  there 
are  many  devices  that  can  be  used  to  help 
them.  You  can  add  on  to  welfare  pay- 
ments or  issue  fuel  stamps  analogous  to 
food  stamps.  Holding  the  price  down  for 
everybody  is  a  very  inefficient  method  of 
trying  to  help  the  poor. 

Forbes:  If  you  decontrol  the  price  of 
oil,  won't  that  drive  up  other  prices  as 
well,  and  wages  that  are  linked  to  the 
cost  indexes? 

Arrow:  It  will  certainly  drag  prices  up 
to  the  extent  that  oil  enters  into  manu- 
facturing. And,  while  it  shouldn't  happen 
in  a  perfect  economy,  the  prices  of  things 
like  coal  will  rise  for  competitive  rea- 
sons. However,  our  present  understand- 
ing of  the  inflationary  spiral  is  really 
pretty  poor.  It's  probably  true  that,  super- 
imposed on  our  current  fragile  situation, 
an  oil  price  increase  would  mean  an 
increase  in  the  CPI  of  probably  2%  to 
3%.  So  it  will  raise  wages  by  2%  above 
what  they  would  have  been.  That's  not 
good,  but  it  will  be  a  one-year  blip  and 
would  be  recognized  by  everyone  as  an 
exceptional  situation.  I  can't  deny  that 
decontrol  could  increase  inflationary  ex- 
pectations, but  the  consequences  of 
greater  use  of  oil,  particularly  on  the 
balance  of  payments,  are  likely  to  be 
more  serious  on  the  economy.  We're  in  a 
bad  situation.  We're  not  discussing  ideal 
policy  or  the  achievement  of  an  ideal 


state.  We're  discussing  a  choice  of  evils! 

Forbes:  How  do  you  justify  putting  all 
that  extra  money  into  the  pockets  of 
people  who  are  lucky  enough  to  own 
crude  oil  in  the  ground? 

Arrow:  That's  one  reason  why  I  want  a 
windfall  tax  to  counter  the  flow.  You  can 
argue  about  the  details  of  the  tax,  but  my 
impression  is  that  I  would  want  some- 
thing more  stringent  on  profits  from  ex- 


The  Energy  Policy  &  Conser- 
vation Act  controls  induced 
both  overconsumption  and  do- 
mestic underproduction.  You 
can  calculate  that  they 
caused  the  importation  of 
roughly  830  million  barrels  of 
foreign  oil  a  year.  Compliance 
alone  cost  the  oil  industry 
$500  million  in  fiscal  1977. 


isting  fields  than  now  exists,  but  a  low — 
maybe  even  zero — tax  on  oil  from  new 
fields.  I  don't  favor  a  100%  windfall  prof- 
its tax. 

Getting  back  to  the  poor,  there  is  a 
problem  because  the  money  doesn't  go 
back  to  the  particular  people  who  are 
suffering.  So  even  after  a  windfall  tax 
there  is  likely  to  be  a  loss  to  some  con- 
sumers more  than  to  others.  The  man 
who  is  a  heavy  driver  or  the  man  who  is 
living  in  a  cold  area  will  suffer  compared 


with  a  person  with  the  same  income 
who  lives  next  to  his  work  or  in  a  warm 
climate.  But  that's  unavoidable,  and  I  see 
no  way  around  it. 

Forbes:  Can  you  put  some  numbers  on 
decontrol?  Can  you  pinpoint  some  of  its 
implications? 

Arrow:  We're  heading  into  a  world  of 
considerably  higher  prices.  There  will  be 
a  major  impact  on  housing  by  1983,  and 
I'd  be  surprised  if  gasoline  is  less  than  $2 
per  gallon  plus  whatever  inflation  adds. 
We're  in  for  a  lot  of  industrial  economiz- 
ing and  a  lot  of  adaptation  on  the  part  of 
the  consumer.  Insulation  can  really 
save— maybe  50%  of  the  heating  oil  bill. 
Conservation  didn't  pay  when  heating 
oil  was  60  cents  a  gallon.  But  it  may  well 
pay  when  heating  oil  gets  to  $1  to  $1.25  a 
gallon.  People  will  find  that  existing 
mass  transit  isn't  so  bad.  But  the  future 
is  really  an  uncertain,  murky  field.  We 
really  don't  know  exactly  what  will  hap- 
pen. I  hope  that  when  price  control  legis- 
lation expires  in  1981,  that  no  new  con- 
trol legislation  is  passed  and  that  oil  will 
continue  to  rise  with  the  imported  price. 
I  think  it  must  continue  to  rise,  but  these 
pronouncements  have  not  been  ade- 
quately outlined.  It's  a  very  volatile  situa- 
tion, of  course.  We're  buying  oil  from 
people  who  not  only  want  to  hold  us  up 
but  are  unstable  themselves.  Whether 
Saudi  Arabia  will  be  around  in  four  years 
I  can't  predict.  It's  a  very  uncertain 
world.— Miclxiel  Kolbenscblag 
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MAI's  shareholders 
have  good  reason 

to  believe  in 
the  profit  system. 


As  our  shareholders  already  know — but  don't  mind 
hearing  again  and  again — operating  results  for 
Management  Assistance  Inc.  in  fiscal  1 979  rose  to 
record  levels  for  the  sixth  year  in  a  row. 

Revenue  and  income  were  the  highest  in  our 
history. 

These  results  mean  we've  been  growing,  and  our 
growth  reflects  the  worldwide  acceptance  of  our 
information  processing  products  and  services  in 
rapidly  expanding  markets. 

We're  prepared  to  continue  growing  in  the  future. 

MAI  is  well-positioned  in  the  information  process- 
ing industry,  which  is  progressing  at  a  rate  of  30% 
per  year.  (Today,  there's  hardly  a  business  in  any 
major  industry  that  isn't  considering  some  type  of 
electronic  office  equipment  in  its  plans  for  the  future.) 
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Revenue  Growth 

(in  millions  of  dollars) 


271.9 


Our  Basic  Four*  business  computers, 
Wordstream™  word  processing  systems  and  the 
maintenance  services  we  provide  increase  the  effi- 
ciency of  business  management.  An  important  ad- 
vantage, particularly  in  a  time  of  recession. 

Our  increasing  investment  in  research  and  devel- 
opment keeps  our  products  technologically  and  cost 
competitive. 

Our  technological,  marketing,  financial  and  man- 
agement capabilities  have  us  well  on  the  way  to 
achieving  our  goal  of  supplying  a  broad  range  of 
essential  products  and  services  for  the  emerging 
electronic  office  of  the  future. 

To  learn  more  about  MAI  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.,  300  East 
44th  Street,  New  York,  NY  1 001 7. 


Income  Before 
Extraordinary  Credits 

(in  millions  of  dollars) 
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It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


Last  year  some  top  money  men  picked  a 
orite  stock.  Out  of  eight  stocks  there  were 
five  winners — two  of  them  big  winners. 


If  you  could 
love  just  one 


The  Streetwalker 


"Here's  a  game  only  the  brave  will 
play,"  The  Streetwalker  predicted  a  year 
ago.  "If  you  could  buy  just  one  stock — 
one  only — which  would  it  be?"  Forbes 
located  eight  brave  men  and  listed  their 
picks  exactly  one  year  ago. 

Last  year  was  a  good  one  for  many 
stocks — if  not  for  the  Dow  Jones  indus- 
trials. The  American  Stock  Exchange  in- 
dex, for  example,  is  up  64.1%  and  the 
NASDAQ  is  28.1%.  So,  how  did  our  ex- 
perts do?  Two  of  the  selections  doubled 
Five  others  did  from  outstandingly  well 
to  fairly  well.  But  three  either  went  down 
or  just  about  held  even.  But  the  three 
that  did  badly  were  all  blue  chips.  It  was  a 
year  for  small  and  secondary  stocks,  not 
for  big  Dow  industrial  types. 

Let's  see  how  our  brave  stock-pickers 
did  and  what  they  like  for  1980. 

The  biggest  winner  was  Robert  M.  Hani- 
see,  director  of  institutional  research  at 
Los  Angeles'  Crowell  Weedon  &  Co. 
Last  year,  he  picked  a  turnaround  candi- 
date, defense  contractor  Watkins-John- 
son.  He  was  right  on.  It  soared  112%. 
Hanisee  is  betting  on  another  turn- 
around, this  time  by  AM  International, 
the  old  Addressograph-Multigraph  Co., 
which  ex-Litton  President  Roy  L.  Ash 
has  been  wrestling  with  for  three  years. 
"The  margins  haven't  been  good  because 
of  development  spending  and  one  major 
operational  problem,"  says  Hanisee,-  now 
he  expects  AM  International  to  start  pay- 
ing off.  He  forecasts  earnings  of  around 
$1.50  a  share  this  year  (compared  to 
$1.07  in  1979),  and  maybe  $8  by  1983.  At 
17'/2  recently,  the  stock  sells  for  1 1  times 
Hanisee's  projected  1980  earnings. 

Robert  Archibald,  research  director  of 
Los  Angeles'  Bateman  Eichler,  Hill  Rich- 
ards, last  year  picked  Oak  Industries,  the 
Crystal  Lake,  111.  cable  TV  company.  Oak 
nicely  rewarded  Archibald's  faith  with 
an  increase  of  109%.  This  year,  Archi- 


bald likes  PSA.,  Inc.,  the  California  com- 
muter airline.  "With  its  routes  now  go- 
ing out  of  state,  it  will  become  an  up- 
stairs subway,"  he  says.  Archibald  is 
willing  to  project  not  only  earnings  (from 
1979's  $6.00  to  up  to  $6.50  this  year)  but 
performance;  recently  at  22,  or  only 
about  three  times  his  earnings  estimate, 
the  stock  could  hit  the  high  30s  by  the 
end  of  the  year. 

Hanisee  and  Archibald  were  the  only 
big  winners — doubling  their  money. 

Leslie  M.  Pollack  of  Shearson  Manage- 
ment, Inc.,  picked  Syntex  last  year,  up 
23.2%.  Now  he's  betting  on  a  takeover  of 
Teleprompter,  Inc.,  the  nation's  biggest 
independent  cable  TV  company.  "Cable 
companies  have  been  selling  out  for  hef- 
ty prices,"  Pollack  says.  "Teleprompter 
is  going  to  make  it  big  or  sell  out,  one  or 
the  other."  Pollack  estimates  Tele- 
prompter's  earnings  should  be  about 
$1.60  this  year,  compared  with  1979's 
estimated  $1.25.  At  24J/s  recently,  that's 
a  price/earnings  ratio  of  15,  but  he  thinks 
the  company's  potential  justifies  it. 

In  1979  Ronald  L  Strauss  of  Chicago's 
William  Blair  &.  Co.  picked  over-the- 
counter  Merry  Cos.,  the  third-largest 
U.S.  brick  company — up  21%.  Now  he 
likes  Bob  Evans  Farms  of  Columbus, 
Ohio.  "The  growing  sector,  the  grocery 
division,  throws  off  cash  to  build  their 
restaurants,"  he  explains.  Strauss  ex- 
pects earnings  in  the  fiscal  year  ending 
next  April  to  be  up  to  $1.95  (compared  to 
$1.29  in  fiscal  1979),  and  to  go  to  at  least 
$2.25  in  the  following  year.  At  $21  re- 
cently, that's  a  P/E  of  under  10. 

Frank  Parrish  Jr.  runs  the  income 
growth  group  of  Boston's  Fidelity  Man- 
agement. His  1979  choice,  Financial  Fed- 
eration savings  and  loan  was  up  14%. 
Not  bad,  but  not  great.  Parrish's  favorite 
now:  Continental  Telephone  of  Atlanta, 
Ga.  The  telephone  business  will  boom 
because  of  growing  data-transmission 
markets,  Parrish  says,  and  Continental 
even  more  than  AT&T  because  it  has 
more  rural  customers  and  consequently 


will  be  less  hurt  by  current  business 
transactions  and  equipment  competi- 
tion. Earnings  will  rise  from  $2.15  in 

1979  to  $2.30-plus,  he  thinks,  or  about 
seven  times  the  recent  price  of  1578. 

Schering-Plough,  the  1979  choice  of 
Robert  II  Stovall,  director  of  investment 
policy  for  Dean  Witter  Reynolds,  barely 
eked  out  a  1.7%  gain.  This  year,  Stovall 
picked  Travelers  Corp.,  the  insurance  gi- 
ant. "It's  a  pretty  dull  stock,"  he  con- 
cedes, "which  will  benefit  from  a  reduc- 
tion in  the  inflation  rate  and  a  decrease 
in  the  prime  rate" — both  of  which  Sto- 
vall thinks  are  in  the  offing.  Earnings  in 

1980  ought  to  exceed  last  year's  roughly 
$9,  he  says,  and  at  a  recent  price  of  40 '/», 
the  P/E  is  only  about  4. 

You  can't  win  'em  all,  and  that  applies 
even  to  famous  investment  philosophers 
like  Bahamas-based  John  Templeton. 
His  1979  choice  in  the  Forbes  sweep- 
stakes was  Hitachi  Ltd.  It  wound  up  as 
one  of  the  two  losers:  down  15%.  Tem- 
pleton figured  that  since  the  big  Japanese 
electronics  company  had  been  voluntar- 
ily consolidating  its  earnings  and  its  P/E 
was  only  8  versus  the  average  of  27  in 
Japan,  it  meant  the  Japanese  didn't  know 
how  to  value  the  consolidation;  when 
consolidation  was  forced  on  other  Japa- 
nese companies,  Hitachi  would  soar. 

Instead,  the  average  P/E  in  Japan 
dropped  to  around  1 9,  and  Hitachi's  fell  to 
under  6.  Templeton  thinks  the  correction 
in  the  Japanese  stock  market  isn't  over 
but  Hitachi  is  still  the  best  bargain,  not 
only  in  Japan  but  the  world.  On  his  overall 
record,  it's  hard  to  bet  against  him.  Per- 
haps he  was  just  early  on  Hitachi. 

John  Doberty,  who  recently  left  San 
Francisco's  Sutro  &  Co.  to  help  out  with 
his  wife's  commodities  management 
firm,  was  another  big  loser.  His  choice, 
IBM,  was  down  12.5%.  Like  Templeton, 
Doherty  isn't  switching;  IBM,  he  says, 
will  be  up  50%  by  year's  end. 

So,  blue  chip  stocks  turned  out  the 
worst.  That  doesn't  prove  that  they  were 
dumb,  only  that  the  1979  market  wasn't 
kind  to  blue  chip  type  stocks.  Maybe  1 980 
will  be  different.  The  market  rarely  tells 
exactly  the  same  story  two  years  in  a  row. 

Maybe  it's  the  sign  that  the  stock  mar- 
ket is  coming  back  in  favor,  maybe  it's 
merely  an  accident,  but  our  premiering 
sweepstakes  entry,  the  new  research  di- 
rector at  Sutro  &  Co.,  Leiv  Katcher,  figures 
the  beleaguered  nuclear  industry  will 
turn  around  because  of  the  oil  crisis.  His 
choice:  American  Nuclear,  an  o-t-c  ura- 
nium exploration  company  that  had  a 
deficit  in  1979  and  at  best,  he  figures, 
will  earn  only  about  10  cents  a  share  this 
year.  But  at  a  recent  price  of  135/8, 
Katcher  says,  American  Nuclear  is  being 
discounted  by  at  least  60%  from  the  val- 
ue of  its  uranium  assets  alone.  He  ex- 
pects the  stock  to  at  least  double  in  1980. 
A  nuclear  stock.  How's  that  for  being 
contrarian?  ■ 
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Why  choose  a  Diesel  from  a  line  of  cars 
when  you  can  choose  a  Mercedes-Benz  front  a  line  of  Diesels? 

For  1980  Mercedes-Benz  makes  three  different  sedans,  a  station  wagon,  a  coupe, 
three  engines  and  two  transmissions.  And  offers  44  years  of  Diesel  experience. 


Engineered  like  no  other  car  in  the  world 

©1979  Mercedes-Benz  of  N.  A  .  Inc. 


ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD 

™£S^NG  A  NEW  P4TH 


WHAT  IN  THE  WORLD 
DOES  THAT 
MEAN  TO  YOU? 


It  means  that  no  matter  where  in  the 
world  your  business  has  an  office,  and 
no  matter  where  your  business  is  con- 
ducted, you  will  find  an  important  new 
financial  ally  in  Bankers  Trust. 

We  are  new  in  the  sense  that  we  have 
reorganized  the  departments  of  our 
world-class  bank  to  carry  out  a  rede- 
fined set  of  priorities.  The  first  of  those 
priorities  has  been  the  concentration 
of  the  full  resources  of  Bankers  Trust 
in  four  major  financial  areas:  wholesale 
commercial  banking,  fiduciary  serv- 
ices, money  and  securities  markets  and 
corporate  financial  services. 

These  core  businesses  represent  our 
special  strengths.  Now  we  have  em- 
barked on  a  program  that  will  develop 
them  to  their  ultimate  potential.  In  the 
process,  we  are  expanding  our  acknowl- 
edged capacity  to  raise,  lend  and 
manage  money  worldwide.  We  have 
alsoenhanced  our  ability  tocreate  more 
sophisticated  products  and  services. 

As  a  result  of  these  changes,  we  can 
move  in  a  more  focused  and  efficient 
way  to  coordinate  and  apply  our  four 
businesses  in  response  to  the  needs  of 
your  business.  At  any  given  place.  At 
any  given  time. 

And  that  includes  your  needs  for  the 
present  and  the  future. 


BankersTrust 
Company 

Worldwide 


International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN.  PARIS, TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
1  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 
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\t  42,  Dick  Cooley  was  one  of  the  youngest 
men  ever  to  head  a  major  bank.  At  56,  he's 
?ot  to  decide  where  to  take  Wells  Fargo  next. 


For  an  encore? 


By  Nick  Galluccio 

['m  not  going  to  lose  sleep  over 
the  competition,"  says  Richard  P. 
Cooley,  the  tall,  urbane  55-year-old 
:hairman  and  CEO  of  $20  billion  (assets) 
.Veils  Fargo  &  Co.,  parent  to  the  nation's 
[  lth-largest  bank.  He's  responding  to  the 
juestion:  Aren't  your  competitors  gain- 
ng  ground  on  you? 

Between  1973  and  1978  San  Francisco- 
>ased  Wells  reported  average  compound 
:arnings  growth  of  19%  a  year,  the  best 
ecord  among  the  top  20  U.S.  banks.  Its 
[6.4%  return  on  equity  ranked  sixth 
imong  the  top  20  in  1978.  But  in  1979 
:arnings  rose  only  12%,  to  about  $5.80  a 
ihare,  in  a  year  when  three  of  its  major 
California  competitors — Bank  of  Amer- 
ca,  Security  Pacific  and  Western  Bancor- 
)oration — showed  much  bigger  gains. 

Because  Wells  does  more  consumer 
ending  than  its  competitors,  it  was 
iqueezed  last  year  by  the  rise  in  short- 
erm  rates.  For  example,  18  months  ago 
Veils  paid  8.5%  for  money  and  lent  it 
mt  at  12%  in  second  mortgages.  Today, 
t  gets  15%  for  those  mortgages  but  pays 
.3%  for  funds.  Thus  its  spread  has  been 
:ut  nearly  in  half,  and  Cooley  foresees  no 
juick  return. 

Meantime,  Wells'  competitors  are  get- 
ing  sharper.  Thomas  Wilcox  at  Crocker 
National,  Joseph  Pinola  at  Western  Ban- 
:orp  and  Richard  Flamson  at  Security 
'acific  have  all  regained  much  of  the 
ground  they  lost  to  Wells  in  the  last  de- 
:ade.  In  1975,  for  example,  Wells'  return 
m  assets  was  better  than  those  of  most 
)f  its  West  Coast  rivals.  Today  its  0.69% 
s  about  average  for  California  banks. 

In  the  areas  where  it  is  strong,  Wells  has 
:onsistently  outfoxed  its  competition. 
Jnder  Executive  Vice  President  Richard 
vl.  Rosenberg,  Wells'  marketing  and  ad- 
vertising have  been  demonstrably  effec- 
ive.  Wells  was  the  first  California  com- 
nercial  bank  to  offer  a  half  percentage 
)oint  more  than  its  major  competitors  on 
>assbook  savings  accounts  in  1973,  hik- 


ing its  market  share  from  1 1  %  to  14% . 

In  the  same  aggressive  way,  Wells  over 
the  past  year  and  a  half  has  advertised  its 
10% -yielding  Treasury  bill  money  mar- 
ket certificates.  The  other  banks  fol- 
lowed suit  only  recently,  by  which  time 
Wells  had  drawn  $1.5  billion  worth  of 
deposits  into  its  coffers.  While  money 
market  certificates  are  more  costly  to 
the  bank  than  passbook  accounts,  they 


Wells  Fargo  CEO  Richard  P.  Cooley 


"It's  time  to  slow  down"— for  now. 

still  are  cheaper  than  federal  funds — 
overnight  money  that  banks  lend  to  each 
other — which  currently  cost  14%.  In  any 
case,  Wells  executives  think  they  are  in- 
evitable. "Passbook  savings  accounts  are 
an  anachronism,"  says  the  recently  ap- 
pointed president,  Carl  E.  Reichardt,  48, 
a  blunt-talking,  stocky  man.  "People 
can't  be  expected  to  take  8%  or  9%  nega- 
tive returns,  with  inflation,  and  then  pay 
taxes  on  them  to  boot.  For  us  the  money 
market  certificates  are  the  passbook  ac- 
counts of  the  future." 

But  if  Wells  remains  strong  in  the 
areas  where  it  has  long  been  strong,  it 
still  has  weaknesses  that  take  their  toll. 
Retail  banking  now  accounts  for  half  the 


company's  earnings  and  assets  compared 
with  25%  in  1970,  but  Wells  has  clearly 
faltered  in  wholesale  banking  operations. 
Last  year,  Wells'  share  of  loans  to  major 
corporations  was  little  more  than  half 
that  of  banks  like  Security  Pacific  and 
Crocker,  and  contributed  a  scant  10%  to 
earnings,  about  half  as  much  as  that  of  a 
decade  ago. 

International  operations,  too,  have 
been  no  particular  point  of  pride  under 
Cooley.  Wells  joined  up  with  a  group  of 
other  banks  in  1968  to  form  Western 
American  Bank,  a  London-based  institu- 
tion that  specialized  in  lending  Eurodol- 
lars to  high-flying  companies.  In  the 
mid- Seventies  WAB  made  a  number  of 
bad  loans,  and  the  bank  was  involved  in 
some  ill-fated  real  estate  investments 
with  West  Germany's  Allgemeine  Deut- 
sche Credit  Anstalt.  "We  got  into  the 
international  game  too  late,  and  tried  to 
catch  up  in  a  hurry,"  says  Reichardt. 
"Blind  subservience  to  market  share  is 
not  the  game  we're  going  to  play." 

What  game  is  Wells  going  to  play?  A 
continued  emphasis  on  retail  banking,  of 
course:  It  has  invested  heavily  in  spread- 
ing even  further  into  southern  Califor- 
nia. Wells  will  also  concentrate  on  re- 
building its  wholesale  banking  oper- 
ations, both  domestic  and  international. 
But  the  most  promising  area  is  the  non- 
bank  subsidiaries — a  group  of  real  estate, 
mortgage  banking,  commercial  and  con- 
sumer finance,  and  equipment  leasing 
businesses  across  the  country.  Last  year 
they  accounted  for  just  3%  of  Wells  Far- 
go's  assets  but  contributed  over  8%  to 
profits.  Reichardt  built  these  businesses 
from  scratch  when  he  headed  the  non- 
bank  group  from  1970  to  last  year.  His 
success  was  what  prompted  the  board  to 
tap  him  for  the  presidency. 

While  it  is  the  West's  oldest  bank,  the 
Wells  of  today  was  formed  only  in  1960 
when,  as  a  conservative  wholesale  bank, 
it  merged  with  American  Trust  Co.,  a 
102-branch  retail  bank.  Dick  Cooley,  a 
Yale  graduate  and  World  War  II  fighter 
pilot,  came  in  the  merger.  The  new  bank, 
searching  for  young  blood,  found  it  in 
Cooley,  who  became  president  and  chief 
executive  in  1966  when  he  was  just  42. 
But  has  Wells'  stunning  success  blunted 
its  hungry  competitiveness? 

"It's  time  to  slow  down,"  Cooley  told 
an  interviewer  late  last  year.  "The  last 
five  years  have  created  too  great  a  strain 
on  our  capital,  liquidity  and  people."  In 
common  with  most  other  banks,  Wells 
Fargo  has  seen  its  assets  grow  much  fast- 
er than  its  equity  capital;  its  ratio  of 
equity  to  assets  was  5.4%  a  decade  ago 
but  only  4.1%  last  year.  When  he  talks  of 
"slowing  down,"  Cooley  gives  the  im- 
pression that  he'd  like  to  build  that  ratio 
up  again  before  he  starts  on  another  burst 
of  expansion.  He  most  definitely  does 
not  give  the  impression  that  he's  turned 
soft  and  complacent.  HI 


:ORBES,  FEBRUARY  4,  1980 


59 


Each  day,  the  energy  situation 
becomes  more  critical. 

No  matter  how  the  world 
solves  its  energy  problems, 
McDermott  is  involved. 

Any  problem  as  widespread  and  severe  as  the 
energy  shortage,  calls  for  a  lot  of  solutions.  Today 
the  McDermott  companies  are  working  around  the 
world  to  find  them. 

Offshore,  we're  helping  recover  the  oil  and  gas 
locked  deep  beneath  the  seas.  Onshore,  our  rugged 
steel  tubing  withstands  punishing  pressures  and  cor- 
rosion as  it  brings  up  oil  and  gas  from  deep  within 
the  earth. 

We've  designed  and  built  some  of  the  most 
efficient  utility  boilers  ever  produced  and  the  related 
equipment  to  help  make  the  best  use  of  the  world's 
fossil  fuels.  Our  nuclear  generating  plants  are 
helping  meet  the  energy  needs  of  present  and  future 
generations. 

Our  research  and  development  people  are 
exploring  a  variety  of  technologies  designed  to  help 
lead  us  into  the  21st  century,  including  solar, 
magnetohydrodynamics  (MHD),  fluidized  bed,  ocean 
thermal  energy  conversion  (OTEC),  waves  and 
currents,  and  geothermal  energy 

To  find  out  more,  and  for  a  copy  of  our 
Annual  Report,  write  Vice  President,  Public  Affairs, 
J.  Ray  McDermott  &  Co.,  Inc.,  ]0]0  Common  Street, 
New  Orleans,  LA  701 12. 

/o^5%\  No  matter  how  the  world 
I  full  solves  its  energy  problems, 
v5c^  McDermott  is  involved. 


Under  attack,  Big  Board  rank-and-file  mem- 
bers have  drawn  their  wagons  into  a  circle. 
The  enemy  is  grouping  for  another  go. 


The  last  stand? 


It's  hard  to  get  a  taxicab  in  New 
York  City  these  days,  but  if  the  city 
government  tried  to  expand  the 
number  of  taxicab  medallions  there 
would  probably  be  rioting  in  the  streets 
by  disgruntled  taxicab  owners — to  say 
nothing  of  suits  in  the  law  courts.  Faced 
with  a  similar  threat  to  their  monopoly 
power,  the  floor  brokers  and  specialists 
on  the  New  York  Stock  Exchange  have 
resorted  to  a  quieter  form  of  obstruction- 
ism. They  mobilized  their  majority  in 
the  Big  Board's  membership  to  block  a 
proposed  modest  increase  in  the  number 
of  available  seats. 

This  happened  in  November  but  the 
struggle  over  wider  access  to  the  ex- 
change floor  is  still  going.  Essentially  it  is 
between  those  who  want  to  defend  a 
narrow  privilege — damn  the  ultimate 
cost — and  those  big  NYSE  members  who 
want  to  make  concessions  in  the  interest 
of  preserving  what  they  consider 
the  exchange's  longer-term  future. 

Here's  the  story:  In  1977  at  the 
urging  of  the  exchange's  directors, 
the  exchange  voted  to  permit  an- 
nual memberships  as  a  supplement 
to  the  1,366  owned  seats.  The  pro- 
gram was  strongly  supported  by 
such  brokerage  industry  leaders  as 
Robert  H.B.  Baldwin  of  Morgan 
Stanley.  Some  of  these  new  mem- 
bers gained  admittance  to  the  ex- 
change floor  for  an  annual  fee  re- 
cently raised  to  $35,000.  "Physical 
access"  members  they  are  called. 
Another  ten  brokers,  "electronic 
access"  members,  pay  $13,500 
each  year  for  trading  privileges  by 
wire.  Three  of  the  current  physical 
access  members  are  affiliated  with 
exchange  member  firms.  The 
fourth,  John  B.  Burke,  is  a  private 
individual,  a  broker's  broker  who 
executes  orders  for  other  members 
on  a  free-lance  basis. 

In  September  1979  the  directors 
tried  to  broaden  the  program  by 
allotting  20  more  rental  seats  for 


the  next  year — still  a  modest  dilution  of 
the  membership.  The  floor  members — 
specialists  and  free-lancers — revolted, 
perceiving  a  threat  to  their  livelihood. 
One  of  them,  William  J.  Higgins,  an  indi- 
vidual member,  circulated  a  petition 
against  additional  seats.  Higgins  argued 
that  the  20  added  physical  access  mem- 
bers would  crowd  a  trading  floor  peopled 
by  over  2,500  on  a  typical  day.  Says  he: 
"Those  who  make  a  living  on  the  floor 
no  longer  have  room  to  walk."  Nobody 
believed  that  crowding  was  the  real  is- 
sue, but  Higgins  was  using  a  euphemism 
for  "Don't  take  the  bread  and  butter  out 
of  our  mouths,  fellows." 

In  the  subsequent  voting,  an  amend- 
ment to  cut  physical  access  member- 
ships back  to  two  won  by  574  to  5 IOV2 
(the  exchange's  ten  annual  electronic 
members  cast  half  votes).  It  was  a  victory 
for  the  stock  exchange  rank  and  file. 


SEC  Chairman  Harold  Willuims 
Can  a  reformer  break  up  the  club? 


Prior  to  the  vote,  NYSE  Vice  Chairman 
John  Phelan,  himself  a  specialist,  warned 
the  dissidents:  "I  do  not  see  how  our 
constituents  .  .  .  could  interpret  such  a 
vote  as  anything  but  protectionist,  retro- 
gressive and  an  unrealistic  attempt  to 
turn  back  the  clock."  But  the  exchange 
members  voted  what  they  perceived  as 
their  pocketbooks. 

In  supporting  the  program,  the  direc- 
tors were  not  being  entirely  selfless.  Es- 
sentially they  were  supporting  an  expan- 
sion of  the  membership  to  head  off  a  plan 
mandated  by  the  Securities  &.  Exchange 
Commission  that  they  regard  as  an  even 
worse  catastrophe  for  the  mighty  New 
York  Stock  Exchange:  a  national  market 
system  that  would  automatically  execute 
a  buy  or  sell  order  at  the  best  price — 
whether  that  be  on  the  floor  or  with 
some  broker-dealer  in  Fargo,  N.Dak.  If 
that  were  to  happen,  who  would  need  the 
exchange?  Who  would  need  its  special- 
ists? What  would  be  the  value  of  an  ex- 
change membership,  whose  price  has  ris- 
en from  $17,000  in  1942  to  last  year's 
high  of  $210,000  with  the  big  expansion 
in  trading  since  1960? 

As  it  turns  out,  the  rank-and-file  mem- 
bers are  probably  fighting  a  losing  battle. 
In  1978  the  exchange  joined  the  Inter- 
market  Trading  System,  a  computer  tie- 
up  that  displays  on  screens  across  the 
country  real-time  bid  and  asked  prices  of 
700  issues  on  the  six  principal  stock  ex- 
changes in  the  U.S. — New  York,  Ameri- 
can, Philadelphia,  Boston,  Midwest,  Pa- 
cific. True,  ITS  isn't  the  feared  comput- 
erized "black  box"  that  would 
automatically  channel  orders  to  the  best 
bid.  But  it  is  clearly  a  step  away  from 
exclusive  reliance  on  the  Big  Board  floor. 
The  fight  goes  on.  Morgan  Stanley 
Managing  Director  Baldwin  has 
declared  that  listed  corporations 
should  have  a  voice  in  how  the 
exchange  is  run.  "They  should,"  he 
told  Forbes,  "be  consulted  on  poli- 
cies that  influence  the  raising  of 
capital  in  this  country."  Mean- 
while, Harold  M.  Williams,  the  qui- 
et but  determined  reformer  who 
heads  the  SEC,  is  dropping  hints 
about  revising  the  requirements  for 
the  brokers'  annual  reports  to  the 
commission.  This  could  mean  in- 
vestigating whether  the  profits 
from  the  specialists'  near-monopo- 
ij  ly  on  trading  in  major  stocks  is 
fr  justified  by  the  risks  they  take. 
Williams  doesn't  question  the  spe- 
cialist system;  he  thinks  it  is  nec- 
essary to  cushion  wide  swings  in 
stock  prices.  Others,  however, 
claim  that  a  true  computer  system 
would  create  such  a  broad  and  liq- 
uid market  that  the  specialists 
would  be  unnecessary.  In  blocking 
reform,  the  rebellious  exchange 
members  are  probably  damaging 
their  own  long-term  interests.  ■ 
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MOTOR 
CARS 

IN  THE 

GREAT 
EUROPEAN 
TRADITION 


Nothing  characterizes  the  traditional 
European  concept  of  luxury  Petter  than  the 
phrase  "quiet  elegance."  And  no  phrase 
Petter  characterizes  the  essential  quality  of 
the  new  1980  Brava  sedan. 

This  year's  Brava  has  a  new  fuel-injected 
DOHC  engine  and  comes  with  power 
steering  and  air  conditioning  standard.  Its 
spacious  interior  is  color-coordinated 
with  its  exterior.  Optional  Italian  leather 
upholstery  is  also  availaPle. 

And  these  are  only  a  few  of  the  many 
amenities  you'll  find  in  the  new  Brava,  a 
motor  car  so  quietly  luxurious,  instead  of  a 
Puzzer,  it  has  chimes. 

THE  FIAT  BRAVA. 
LUXURY 
IN  THE  EUROPEAN 
TRADITION. 


Motor  cars  had  no  sooner  teen  made 
than  the  great  European  tradition  of 
racing  Pegan.  And  practically  from  the  start, 
Fiats  were  finishing  first. 

Heir  to  those  famous  early  Fiats  is  the 
Bertone-designed  1980X1/9. 

A  high-performance, Targa-roofed  sports 
car,  now  availaPle  with  an  optional  fuel- 
injected  overhead  cam  engine,  the  FiatXl/9 
shares  with  many  of  today's  most  successful 
racing  cars  the  precision  handling  and 
road-nugging  traction  of  mid-engine  design. 

And  its  fully  instrumented,  futuristically 
designed  cockpit  makes  it  as  exciting  just 
to  sit  in  as  it  is  to  drive. 

THE  FIATX1/9. 
PERFORMANCE 
IN  THE  EUROPEAN 
TRADITION. 


Fiat's  1936  Topolino  was  long 
on  mileage  but  a  little  short  on  room. 


In  Europe  where  gas  costs  far  more 
than  here,  fuel-efficient  cars  are  a  necessity. 
That's  why  Fiat  has  traditionally  made  high- 
mileage  cars  like  the  new  i980Strada,  now 
with  optional  fuel  injection. 

Strada  gives  you  Petter  gas  mileage 
than  anycompact  in  America.  An  EPA  esti- 
mated @  MPG.  35  MPG  highway. 

RememPer:  compare  this  estimate  to 
the  estimated  MPG  of  other  cars.  You  may 
get  different  mileage  depending  on  speed, 
weather,  and  trip  length.  Actual  highway 
mileage  will  proPaPly  Pe  less  and  mileage 
varies  in  California.  EPA  est.  Pased  on 
carPureted  engine. 


THE  FIAT  STRADA. 

ECONOMY 

IN  THE  EUROPEAN 

TRADITION. 


The  sports  car  was  Porn  in  Europe.  And 
European  design  has  traditionally  influenced 
sports  car  styling.  A  classic  example: 
our  Spider  Py  Pininfarina,  first  introduced  in 
1966  and  refined  over  the  years. 

The  new  1980  Spider  2000  has  a  fuel- 
injected  DOHC  2-litre  engine.  Optional  auto- 
matic transmission  and  Peautiful  leather 
interiors.  But  the  most  Peautiful  thing  aPout 
the  Spider  2000  is  simply  the  exhilarating 
fun  of  driving  one. 

For  the  nearest  dealer  or  overseas 
delivery  information,  call  (800)  447-4700  or 
in  Illinois  (800)  322-4400.  Specifications 
suPject  to  change  without  notice. 


THE  FIAT  SPIDER 
2000.  DESIGN 
IN  THE  EUROPEAN 
TRADITION. 
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j  Our  1933  Balilla  Spider's  bodywork 
set  the  pattern  for  Fiat  sports  cars  to  come. 


"It's  hard  to  find  enough  good  stat  typists  to  keep  up  with 
our  growing  volume,"  says  Melvin  Kreiner,  National 
Administrative  Partner  of  WE,  a  major  international 
accounting  firm.  "That's  why  we  ordered  Lexitron.  word 
processing  equipment  for  our  33  offices." 

"Before, "says  Armine  Van  Roon,  Report  Supervisor,  "I 
needed  three  or  four  typists.  With  Lexitron,  two  typists  do  the 
same  work.  A  report  that  used  to  take  2-1/2  hours,  now  takes, 
about  45  minutes." 

"With  that  capability,"  says  Kreiner,  "we  can 
accommodate  every  client  request,  even  for  last-minute 
changes,  without  worrying  about  overloading  the  typists." 

"And  everything  looks  better,"  says  Candiss  Rinker,  an 
WE  Administrator.  "No  corrections,  no  white-outs.  Justified 
columns.  It  reflects  our  professionalism." 

"We  searched  for  the  right  equipment  a  long  time,"  says 
Kreiner  "Since  1971,  we've  looked  at,  or  actually  tested, 
every  kind.  But  until  Lexitron,  they  all  failed.  A  big  problem 
was  training." 

"With  the  others,"  says  Van  Roon,  "there  was  so  much 


coding  and  memorizing,  it  wasn't  worth  it.  But  Lexitron's 
very  easy  to  learn  and  use." 

"Also,"  says  Rinker,  "no  other  vendor  would  supply  so 
much  to  meet  our  special  needs  -  like  double  underscores 
and  extra  wide  carriages.  Lexitron's  always  developing  new 
program  discs  to  accommodate  new  uses.  They're  very 
innovative." 

"Right  now,"  says  Kreiner,  "we're  testing 
communication  among  Lexitron  units  in  our  various  offices, 
along  with  time-sharing  compatibility.  For  us,  'the  office  of 

the  future'  is  here!" 

Get  with  the 
future  -  now.  Call  or 
write  Lexitron  today. 
,  .  9600  De  Soto  Ave., 

wm  11     I  Chatsworth,  CA  91311 

(213)  882-5040 


Lexitron 
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Laventhol  &  Horwath  says, 
"Lexitron  word  processing  lets  us  be 
even  more  responsive  to  our  clients" 


A  routine  day  in  the  life  of  riders  on  Brazil's  suburban  rail  system 

Higher  gasoline  prices  led  to  higher  bus  fares,  which  led  more  people  to  switch  to  already  overburdened  trains. 


Tf  Brazil  were  to  sink,  many  major  U.S.,  Ger- 
man and  Japanese  banks  would  shake.  That's 
2  frightening  scenario,  but  don't  sell  the  Bra- 
zilian economic  miracle  short. 


Brazil  at  the  brink 


By  Norman  Gall 


Brazil  is  struggling  to  save  itself 
from  becoming  the  first  of  the 
world's  major  economies  to  sink 
ander  the  new  price  of  oil. 

Brazil  is  the  biggest  user  of  imported  oil 
imong  the  world's  developing  nations, 
)uying  1  million  barrels  a  day  last  year.  It 
s  also  the  biggest  borrower  on  interna- 
ional  markets,  currently  in  debt  to  the 
une  of  $50  billion.  Brazil  circled  danger- 
)usly  in  a  whirlpool  of  debt  and  inflation 
ast  year  as  the  price  of  its  petroleum 
mports  doubled  and  the  government's 


money  machine  seemed  to  run  wild. 

Foreign  bankers  keep  pouring  money 
into  Brazil  despite  their  growing  ner- 
vousness about  the  country's  huge  debts 
and  the  increasing  disorder  in  interna- 
tional financial  markets.  But  for  how 
long?  A  complex  package  of  economic 
measures  was  announced  in  December, 
aimed  at  fighting  inflation,  stimulating 
exports  and  easing  the  flow  of  funds  from 
abroad  into  Brazil.  But  these  measures 
are  so  full  of  loopholes  and  contradic- 
tions that  most  businessmen  are  waiting 
to  see  how  they  will  be  shaped  by  the 
daily  workings  of  bureaucracy. 


This  continental  nation  of  120  million 
people  has  become  the  world's  eighth- 
largest  market  economy  after  a  half-cen- 
tury of  fast  growth,  climaxed  by  annual 
increases  in  the  gross  national  product 
(GNP)  averaging  10%  during  the  eco- 
nomic "miracle"  of  1968-74.  Brazil's  size 
and  track  record  stirred  bankers,  sales- 
men and  corporate  investors  throughout 
the  world  to  clamor  for  a  piece  of  the 
action.  But  recently  they  began  to  shy 
away  as  Brazil's  troubles  multiplied. 

American  interests  are  deeply  in- 
volved in  a  number  of  ways: 

•  Brazil  is  the  largest  single  customer 
of  U.S.  banks.  Its  more  than  $14  billion 
in  loans  outstanding  equal  the  combined 
equity  capital  of  the  eight  largest  banks. 
It  also  is  the  biggest  borrower  from  Ger- 
man and  Japanese  banks. 

•  Brazil  is  host  to  some  of  the  largest 
overseas  subsidiaries  of  some  of  the 
world's  largest  corporations. 

•  Brazil  is  one  of  the  few  large  coun- 
tries capable  of  massive  substitution  for 
fossil  fuels.  It  already  has  the  world's 
largest  hydroelectric  construction  pro- 
gram and  is  pressing  forward  faster  with 
efforts  to  replace  petroleum  products 
with  plant-based  fuels,  such  as  alcohol 
made  from  sugar  or  wood. 

•  To  produce  these  new  fuels,  to  feed 
itself  and  to  export  more,  Brazil  must 
move  faster  onto  marginal  soils  in  its 
continental  interior,  which  will  be  a  ma- 
jor test  of  mankind's  capacity  to  add  to 


=ORBES,  FEBRUARY  4,  1 980 


67 


agricultural  production  in  the  future. 

Brazil  had  come  a  long  way  before  the 
Organization  of  Petroleum  Exporting 
Countries  struck  its  economy  a  body 
blow.  Brazil's  GNP  had  multiplied  five- 
fold in  current  dollars  since  1970,  while 
per  capita  income  tripled,  to  nearly 
$1,500  in  1978.  Only  South  Korea  grew 
faster  in  the  1970s.  Until  1979  Brazil 
successfully  cushioned  itself,  with  the 
help  of  heavy  foreign  borrowing,  against 
the  impact  of  the  post- 1973  oil  crisis. 
Over  the  past  five  years  Brazil's  exports 
expanded  by  15%  annually  and  ship- 
ments of  manufactures  by  more  than 
30%.  But  it  wasn't  enough  to  pay  for  the 
oil  needed  to  fuel  the  economic  miracle. 

Economic  miracles  are  expensive.  The 
Brazilian  one  was  no  exception.  Because 
the  nation's  savings  rate  was  not  up  to 
the  job  of  providing  capital,  the  govern- 
ment had  to  indulge  in  inflationary  ex- 
pansion of  the  money  supply. 

To  sustain  intense  economic  activity 
at  home,  and  to  move  forward  with  a 
dizzying  proliferation  of  big  develop- 
ment projects,  the  throttle  of  the  govern- 
ment's money  machine  was  opened 
wide.  Consequently,  the  rate  of  inflation 
nearly  doubled  in  1979,  to  more  than 
75%.  Two  successive  bad  harvests  cut 
deeply  into  export  earnings  and  caused 
domestic  food  price  rises  of  80%,  while 
Brazilian  motorists  had  to  pay  135% 
more  for  gasoline  by  the  end  of  1979  than 
at  the  start  of  the  year. 

On  Dec.  7  President  Joao  Figueiredo 
announced  a  30%  "maxidevaluation"  of 
the  cruzeiro  in  a  desperate  effort  to  cut 
into  a  current  account  deficit  of  $10  bil- 
lion by  stimulating  exports.  This  move 
brought  total  devaluations  for  1979  to 
104%.  The  radical  devaluations,  together 
with  sharply  rising  oil  prices  and  Euro- 
dollar interest  rates,  made  it  harder  to 
make  payments  on  a  foreign  debt  that 
equals  one-fourth  of  GNP. 

Yet  OPEC  kept  tightening  the  screws. 
In  the  early  1980s  Brazil  will  need  huge 
annual  transfusions  of  new  loans  just  to 
import  oil  and  to  pay  back  old  loans.  In 
1980  Brazil  must  borrow  $18  billion,  or 
one-fifth  the  expected  OPEC  surplus  for 
the  year,  to  help  meet  $40  billion  in 
foreign  commitments.  Some  bankers  es- 
timate that  Brazilian  loan  demand  in 
1980  may  reach  $21  billion. 

All  this  has  tarnished  Brazil's  former 
reputation  as  a  good  place  to  do  business. 
Recent  government  efforts  to  deal  with 
the  situation  have  fallen  heavily  onto  the 
backs  of  business.  Price  controls,  for  ex- 
ample. "What  kills  us,"  said  the  finance 
director  of  a  big  food-processing  multina- 
tional with  many  years  of  profitable  op- 
erations in  Brazil,  "is  the  price  control 
system  that  prevents  us  from  adjusting 
to  inflationary  cost  increases." 

The  new  president  of  Goodyear 's  larg- 
est overseas  operation  is  Brazil-bom 
George  Steward,  a  descendant  of  the 


President  Figueiredo  of  Brazil 
Debating  the  meaning  of  democracy. 

colony  of  Confederate  veterans  that  set- 
tled in  Sao  Paulo  State  after  the  U.S. 
Civil  War.  "We  were  running  pretax 
profits  of  14.5%  steadily  until  1975, 
when  profits  began  shrinking  steadily 
until  we  started  losing  in  July  1979,"  the 
Goodyear  executive  said.  "Our  sales 
have  been  growing  by  7.5%  annually,  but 
now  we  are  losing  money  because  the 
government  controls  our  prices  and  now 
permits  price  increases  only  every  six 
months.  We  can't  pass  on  [increased] 
costs." 

"People  say  that  Brazil  is  the  land  of 
the  future — but  when,  and  how?"  asked 
the  Sao  Paulo  manager  of  a  big  Japanese 
multinational  with  $500  million  in  annu- 
al sales  from  its  Brazil  business.  "Each 
year  the  situation  gets  worse.  Each  year 
inflation  and  interest  rates  become  high- 
er and  devaluation  of  the  cruzeiro  comes 
faster,  cutting  into  the  margins  of  com- 
panies that  figure  their  profits  in  dollars 
and  yen.  In  the  early  1970s  Japanese 
companies  were  seized  by  Brazil  fever. 
They  rushed  to  invest  here,  but  their 
projects  were  flawed  by  too  much  opti- 
mism and  too  little  planning.  By  now 
one-third  of  these  operations  have  been 
frozen  or  gone  out  of  business." 

Frightened  businessmen,  foreign  and 
domestic  alike,  are  looking  toward  Bra- 
zil's superbureaucrat,  economic  czar  An- 
tonio Delfim  Netto,  51,  to  save  the  coun- 
try (see  p.  75)-  A  paunchy,  owlish  former 
economics  professor,  Delfim  is  a  man  of 


legendary  shrewdness  and  energy  who, 
in  an  earlier  incarnation  as  finance  min- 
ister (1967-74),  was  known  internation- 
ally as  the  architect  of  the  Brazilian 
"miracle."  But  it  will  be  harder  now  to 
perform  economic  miracles.  A  decade 
ago  Brazil  rode  the  crest  of  an  expanding 
world  economy,  which  since  has  slowed 
down.  Moreover,  the  superbureaucrat 
must  untangle  the  maze  of  fiscal  and 
monetary  gimmicks  that  he  himself  cre- 
ated while  performing  miracles  as  fi- 
nance minister  a  decade  ago  and  that 
have  subsequently  run  out  of  control. 

Complicating  Delfim's  formidable 
task  is  the  Brazilian  government's  an- 
nounced plan  to  dismantle  the  16-year- 
old  military  dictatorship  and  restore  a 
large  measure  of  democracy. 

Censorship  has  ended  and  press  free- 
dom has  been  restored.  Torture  and  po- 
litical imprisonment  have  been  abol- 
ished as  instruments  of  government  poli- 
cy. Exiled  politicians  are  returning  in 
large  numbers  to  participate  in  the  for- 
mation of  new  parties.  Union  leadership 
has  been  permitted  to  become  more  ag- 
gressive and,  for  the  first  time  since 
1964,  a  wave  of  strikes  spread  among 
Brazil's  major  cities  in  1979.  Despite  the 
economic  emergency,  the  rhetoric  of  the 
new  government  insists  that  Brazil  will 
complete  a  return  to  "democracy" — al- 
though the  meaning  of  this  word  has 
undergone  continuing  debate  and  redef- 
inition and  General  Figueiredo  himself 
opposes  direct  popular  election  of  his 
successor. 

All  this  would  be  to  the  good,  but  it  is 
far  easier  to  fight  inflation  and  reduce  oil 
consumption  in  an  authoritarian  country 
than  in  a  democratic  one.  A  recession, 
for  example,  is  one  way  to  cool  inflation 
but  doesn't  go  down  well  in  a  democracy 
since  it  tends  to  hurt  the  poorest  people. 

However,  the  real  question  may  not  be 
whether  or  not  Brazil  can  avoid  a  reces- 
sion, but  when  it  will  occur.  It  may  be 
that  a  recession  in  1980-81,  properly 
managed,  would  reduce  the  risk  of  an 
economic  collapse  in  three  to  five  years 
of  the  kind  Chile  and  Argentina  went 
through  in  the  mid-1970s. 

Brazil  has  managed  to  keep  its  GNP 
growing  all  through  the  oil  crisis  even 
while  the  rest  of  the  world  was  slowing 
down.  It  has  done  so  by  running  its  mon- 
ey-printing machinery  at  full  blast, 
stoked  by  enormous  borrowing  abroad. 
Inflation  and  prosperity  have  thus  be- 
come intimately  interwoven.  In  1975 
signs  of  economic  trouble  began  to  ap- 
pear. There  was  a  slowdown  in  industrial 
activity,  poor  harvests  loomed  and  the 
military  government  lost  ground  in  that 
year's  parliamentary  election — the  first 
in  years.  The  government  reacted  by 
speeding  up  its  money  machine.  Over 
the  next  year  government  spending  rose 
by  86%,  starting  a  binge  of  backdoor 
financing  to  cover  public  deficits — in- 
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triking  construction  workers  in  Porto  A/egre  last  year — the  first  such  demonstration  since  1964 

entative  steps  toward,  a  new  balance  between  economic  freedoms  and  economic  necessities. 


luding  state  corporations  and  all  levels 
f  government.  By  1979  deficit  financing 
aid  for  half  of  the  federal  budget.  Over 
le  past  five  years  the  annual  increase  in 
redit  equaled  20%  of  GNP. 

To  put  this  figure  in  perspective: 
Lmericans  were  horrified  when  the 
quivalent  growth  in  credit  reached  one- 
wenty-ninth  (0.7%  of  GNP)  that  level 
i  this  country  last  year.  In  the  U.S., 
orrowing  is  subsidized,  indirectly,  by 
le  federal  government,  which  allows 
iterest  to  be  deducted  from  taxable 
icome.  In  Brazil  credit  is  subsidized 
iat  way,  too.  But  a  far  greater  credit 
xplosion  came  about  by  direct  action, 
our-fifths  of  the  domestic  credit  supply 
ras  generated  by  the  government's 
mding  money  to  landowners  and  indus- 
'ialists  at  7%  to  18%  while  the  infla- 
on  rate  roamed  between  40%  and 
5%.  Much  of  this  subsidized  credit 
uickly  found  its  way  back  into  the 
nancial  markets  to  purchase  inflation- 
ldexed  government  debt  or  commercial 
aper.  Financial  profits  became  easier 
nd  safer  than  production  profits.  The 
usiness  newspaper  Gazeta  Mercantil  re- 
orted  that  subsidiaries  of  multinational 
iants — such  as  Volkswagen,  Daimler- 
enz,  Ford,  General  Motors,  Johnson  &. 
ihnson,  Olivetti,  Shell  and  Siemens — 
l  some  years  earned  more  on  Brazilian 
nancial  markets  than  they  could  by 
roduction  activities. 

It  would  be  bad  enough  if  that  were  the 


extent  of  government  involvement  in 
the  economy.  But  it  is  not.  Delfim  must 
deal  with  a  situation  wherein  the  govern- 
ment and  its  giant  state  banks  and  corpo- 
rations generate  two-thirds  of  Brazil's  in- 
vestment and  foreign  debt  and  four-fifths 
of  domestic  credit.  By  the  mid-1970s,  17 
of  Brazil's  25  largest  firms  were  govern- 
ment corporations. 

The  giant  state  companies  became, 
during  the  1970s,  the  favorite  customers 
of  foreign  banks,  but  many  of  them  have 
had  serious  financial  troubles  in  recent 
years.  Meanwhile,  private  industry  has 
been  relegated  to  a  kind  of  coattails  cap- 
italism, in  many  instances  cravenly  de- 
pendent on  government  purchases,  in- 
centives, subsidies,  price-fixing,  bureau- 
cratic approvals  and  special  export  and 
development  programs.  Only  the  inter- 
nal distribution  of  goods — retailing — re- 
mains largely  outside  of  government 
control,  except  for  retail  price  regulation 
of  some  key  items. 

Will  Delfim  be  able  to  untangle  all  this 
mixed-up  bureaucracy?  A  leading  Brazil- 
ian monetary  economist  says,  "The  ma- 
chinery of  government  is  so  fouled  up 
that  for  some  time  it  will  be  very  hard  to 
carry  out  any  economic  policy.  There's 
no  control  of  the  government  corpora- 
tions. They  are  politically  very  powerful 
*and  so  there's  virtually  no  control  over 
the  new  debt  they  acquire."  He  says, 
"We  are  now  bankrupt  and  need  help  for 
two  years.  In  this  time  we  must  start 


controlling  credit  and  money  expansion 
and  reorganizing  public  spending.  Only 
then  will  we  be  able  to  carry  out  coherent 
economic  policies." 

The  government,  however,  is  pinning 
its  hopes  on  a  bumper  crop  in  1980  to 
recover  from  the  drought  losses  in  food 
production  and  export  earnings  of  the 
past  two  years.  But  the  problems  of  Bra- 
zilian agriculture  reach  far  beyond  a  few 
good  or  bad  harvests,  though  individual 
crop  failures  can  create  hardship,  infla- 
tion and  serious  balance-of-payments 
difficulties.  The  demands  on  the  produc- 
tive capacity  of  Brazilian  farms  have 
multiplied.  First,  they  must  meet  the  ba- 
sic food  needs  for  a  population  that  grew 
from  17  million  in  1900  to  today's  120 
million  and  is  heading  toward  a  projected 
200  million  by  the  year  2000.  Second, 
they  must  produce  large  and  ever-in- 
creasing exportable  surpluses  to  help 
keep  Brazil's  international  payments 
deficits  within  bounds.  Third,  and  most 
recently,  a  growing  proportion  of  food 
and  fiber  production  is  being  used  to 
make  plant-based  substitutes  for  gasoline 
and  other  petroleum  products. 

The  expansion  of  Brazilian  cropland  in 
this  century  has  been  spectacular,  grow- 
ing sixfold  from  6.6  million  hectares 
(16.3  million  acres)  in  1920  to  38.8  mil- 
lion hectares  (95.8  million  acres)  in  1975. 
However,  according  to  agricultural 
economist  Fernando  Horaen  de  Melo  of 
the  University  of  Sao  Paulo,  present 
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cropland  area  would  nearly  have  to  dou- 
ble over  the  next  five  years  to  carry  out 
the  government's  threefold  strategy  of 
producing  food,  fuels  and  exports  from 
Brazil's  farms. 

To  do  more,  therefore,  new  techniques 
must  be  developed  to  produce  crops  eco- 
nomically from  marginal  soils.  Brazil  is  a 
huge  country,  but  its  area  of  prime  crop- 
land is  small.  In  the  mid-1970s  the  gov- 
ernment launched  an  ambitious  and 
heavily  subsidized  program  called  Polo- 
centro,  attempting  to  bring  into  crop 
production  a  vast  area  of  acidic  soils 
known  as  the  cerxados,  a  region  of  scrub 
forests  roughly  the  size  of  the  Great 
Plains  of  the  U.S.  Such  undertakings  led 
to  confident  predictions  that  Brazil 
would  become  an  agricultural  superpow- 
er and  one  of  the  world's  great  granaries. 
Generous  government  subsidies  and  tax 
writeoffs  have  led  to  intense  land  specu- 
lation in  the  cerrados  and  in  Amazonia, 
but  little  new  land  has  been  brought  into 
production.  The  opening  of  these  new 
marginal  lands  involves  heavy  infrastruc- 
ture and  transportation  costs  that  may 
be  impossible  to  sustain  at  the  new  price 
of  oil. 

Brazil  is  paying  the  price  for  having 
allowed  itself  to  become  80%  dependent 
on  imported  oil.  The  price  is  even  higher 
than  that  being  paid  by  the  U.S. — even 
though  the  U.S.  has  had  to  pay  heavily  in 
terms  of  inflation  and  loss  of  political 
elbow  room.  Brazil  became  the  first  big 
country  in  history  to  rely  almost  entirely 
on  the  internal  combustion  engine  to 
develop  its  economy  and  tie  together  its 
territory.  From  1945  the  country's  road 
network  expanded  more  than  tenfold.  In 
a  generation  Brazil  built  the  world's 
ninth-largest  motor  vehicle  industry, 
producing  more  than  1  million  cars, 
trucks  and  tractors  yearly. 

"We  are  short  of  oil  in  this  country 
because  we  don't  have  the  money  to  pay 
for  it,"  said  Oziel  Almeida  Costa,  the 
retired  general  who  runs  the  National 
Petroleum  Council.  Violent  strikes  by 
taxi  drivers  erupted  in  Brazil's  major 
cities  in  late  November  as  cabbies  were 
protesting  a  sudden  58%  rise  in  gasoline 
prices.  The  higher  gasoline  prices  caused 
an  increase  in  bus  fares  in  the  major 
cities,  forcing  worker-commuters  in  Rio 
de  Janeiro  and  Sao  Paulo  to  switch  to  the 
suburban  train  system,  already  gro- 
tesquely overburdened.  There  were  de- 
lays and  breakdowns  in  the  antiquated 
train  systems  of  both  cities,  leading  to 
riots  and  destruction  of  stations  and 
trains. 

Meanwhile,  Delfim  Netto  was  return- 
ing from  a  desperate  journey  to  the  Mid- 
dle East,  where  he  appealed  to  Arab  lead- 
ers for  relief  from  the  harrowing  uncer- 
tainties of  oil  supplies  and  from  the 
burdens  of  current  and  future  price  rises. 
Brazil's  main  oil  supplier,  Iraq,  pro- 
claimed itself  to  be  Brazil's  great  friend. 


It  guaranteed  future  petroleum  ship- 
ments to  Brazil  at  OPEC  prices.  But  with 
friends  like  Iraq,  Brazil  doesn't  need  en- 
emies. As  a  price  for  this  "guarantee," 
Iraq  reneged  on  the  1972  exploration 
contract  under  which  the  Brazilian  state 
oil  company,  Petrobras,  had  discovered 
the  giant  oilfield  of  Majnoon.  Near  the 
frontier  with  Iran,  this  field  has  an  initial 
production  potential  of  800,000  barrels 
daily,  more  than  four  times  Brazil's  do- 
mestic production,  and  Brazil  was  to  get 
oil  from  it  at  a  bargain  rate. 

"If  the  Brazilian  government  wishes,  it 
can  bring  suit  in  the  International  Court 
of  Justice  in  The  Hague.  But  as  long  as 
the  lawsuit  lasts,  Iraq's  petroleum  ship- 
ments to  Brazil  (400,000  barrels  dailyj 
will  be  suspended."  That  was  what  Iraq's 
commerce  minister,  Hassan  Ali,  told 


Alcohol-powered  car  in  Sao  Paolo 
One  more  claim  on  agriculture. 


protesting  Brazilians,  according  to  the 
newspaper  Jornal  do  Brasil. 

Amid  these  mounting  problems,  the 
president,  General  Figueiredo,  an  old 
cavalry  officer  who  switched  to  intelli- 
gence work  when  the  armed  forces 
seized  power  in  1964,  put  on  his  specta- 
cles the  afternoon  of  Dec.  7  and  droned 
through  his  big  speech  before  a  videotape 
machine  for  broadcast  that  night  an- 
nouncing his  anti-inflation  package  and 
making  it  clear  Brazil  will  have  to  bor- 
row a  lot  more  in  the  early  1980s. 

The  size  of  Brazil's  foreign  debt  has 
roughly  doubled  every  three  years  since 
1967,  but  despite  privately  expressed 
doubts  about  the  country's  ability  to 
make  payments  on  a  debt  that  was  grow- 
ing so  fast  over  such  a  long  time,  foreign 
bankers  were  falling  over  each  other  to 
lend  to  the  Brazilian  federal  and  state 
governments  and  their  public  corpora- 
tions until  1979.  But  the  flow  of  new 
loans  began  to  slow  down  in  1979. 

"We  made  a  decision  to  go  big  with 
Brazil  just  after  the  oil  crisis  began  in 
1973-74,"  said  one  executive  at  Citi- 
bank, which  lent  Brazil  $3  billion  (a  sum 
equal  to  Citibank's  entire  stockholders' 
equity).  "We  saw  that  there  could  be 


trouble  ahead — perhaps  a  payments  cri-j 
sis  and  a  rescheduling  in  the  late  1970s  or 
early  1980s.  But  we  felt  that  in  the  long 
term  the  country  was  viable.  Our  stake 
in  Brazil  already  was  big  and  it  had  to 
grow."  In  1977  Citicorp's  Brazil  earnings 
generated  one-fifth  of  the  giant  bank's 
worldwide  profits.  By  the  same  year  Citi- 
corp's offshore  Bahamas  branch  alone 
had  lent  Brazil  nearly  $2  billion,  a  sum 
almost  equal  to  the  bank's  total  mortgage 
and  real  estate  portfolio  in  the  U.S. 

In  mid- 1979  David  Rockefeller,  chair- 
man of  the  Chase  Manhattan  Bank,  pub- 
licly voiced  misgivings  about  commer- 
cial banks  continuing  to  recycle  petro- 
dollars to  countries  in  chronic  deficit. 
Despite  these  misgivings  both  Chase 
and  Citibank,  each  of  which  has  large 
domestic  banking  networks  in  Brazil, 
emerged  in  October  1979  as  lead  syndi- 
cators  in  Brazil's  first  jumbo  Eurodollar 
loan,  a  $1.2  billion  funding  ostensibly  to 
finance  the  alcohol-for-energy  program 
but  widely  regarded  in  banking  circles  as 
a  balance  of  payments  bailout. 

Some  of  the  world's  leading  banks —  j 
Bank  of  America,  Manufacturers  Han- 
over, Bankers  Trust,  Deutsche  Bank, 
Dresdner  Bank,  Commerzbank,  Union 
de  Banques  Suisses  and  Credit  Suisse — 
rejected  offers  to  participate  in  the  loan. 
The  ten  lead  syndicators  of  the  loan  had 
a  great  deal  of  trouble  selling  down  shares 
of  the  jumbo  to  smaller  banks,  revealing 
a  resistance  in  the  Eurodollar  market 
that  may  make  it  hard  for  Brazil  to  float 
more  jumbos  in  1980.  Japan's  Finance 
Ministry  forbade  four  Japanese  banks, 
which  have  been  among  the  most  active 
lenders  to  Brazil  in  recent  years,  from 
taking  altogether  more  than  $125  mil- 
lion of  the  loan  and  selling  down  shares 
of  it  to  other  Japanese  banks. 

What  of  1980,  when  Brazil  will  need 
foreign  loans  in  even  bigger  gulps?  Pro- 
verbial wisdom  among  Brazilian  officials 
and  international  bankers  holds  that  new 
loans  will  keep  pouring  into  Brazil  to  pay 
old  loans  and  buy  oil  because  the  expo- 
sure of  foreign  banks  is  so  great  that  they 
can't  afford  to  cut  loose.  This  will  remain 
true  as  long  as  international  liquidity  re- 
mains far  greater  than  lending  opportuni- 
ties, and  growing  Brazilian  inflation  and 
trade  deficits  do  not  make  the  country 
look  like  a  bottomless  sinkhole.  In  mo- 
ments of  tension,  international  banking 
can  be  a  game  of  appearances,  and  much 
will  depend  on  the  credibility  of  Brazil's 
anti-inflation  efforts.  How  adequate  are 
those  efforts?  The  economic  package 
that  emerged  after  the  president's  speech 
is  complicated,  contradictory  in  key  as- 
pects and  subject  to  subsequent  modifi- 
cation by  the  facts  of  life. 

For  example,  the  centerpiece  of  the 
package  is  the  devaluation  of  the  cru- 
zeiro by  30%,  which  is  supposed  to  ease 
balance-of-payments  pressures  by  mak- 
ing exports  cheaper  and  imports  more 
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It  pays  to  put  a 
Greyhound  in  your  computer  room. 


Leasing  a  computer  system 
is  an  important  undertaking 
for  any  business.  Equally  impor- 
tant is  selection  of  the  leasing 
company.  We  suggest  you 
consider  Greyhound  Computer 
Corporation. 

Greyhound  Computer 
offers  customers  a  full  range 
of  the  finest  computer  systems 
and  compatible  equipment. 
And  with  almost  20  years 
experience,  our  ability  to 


custom-tailor  leases  to  the 
unique  requirements  of  each 
customer  is  unmatched. 

As  a  wholly-owned  sub- 
sidiary of  The  Greyhound 
Corporation,  Greyhound 
Computer— and  its  custom- 
ers-benefit  from  the 
financial  stability 
and  resources 
of  this  diversified 

organization.  Greyhound 


Greyhound  Computer  has 
the  equipment,  the  experience, 
the  people  and  the  resources 
to  satisfy  all  your  computer 
requirements.  We'd  like  to 
show  you  all  the  ways  it  pays 
to  putaGreyhound  in  your 
computer  room. 
Call  us  today. 

800-528-6113 


Computer  Corporation 


Greyhound  Tower 
Phoenix,  Az. 
85077 


Confronted  with  unprecedented  expo^ 
sure  to  lawsuits  arising  from  the  growing 
public  awareness  of  their  accountability 
for  corporate  actions,  board  members  re^ 
quire  extensive  insurance  protection 
against  personal  financial  loss* 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


Following  charges  of  neg- 
ligence and  conflict  of  interest 
involving  some  prominent  com- 
panies, a  host  of  legislative  and 
regulatory  measures,  as  well  as 
numerous  court  rulings,  have 
assigned  boards  of  directors  the  ul- 
timate responsibility  for  corporate 
conduct.  Today,  the  board  is  an- 
swerable for  the  company's  integ- 
rity in  its  relationships  with  its 
shareholders,  customers,  and  the 
public  at  large. 

Moreover,  the  trend  toward  in- 
creased actions  against  directors 
tends  to  intensify  during  periods  of 


high  inflation  and  unsettled  eco- 
nomic conditions.  Disappointing 
earnings  and  weak  stock  prices  are 
likely  to  augment  both  the  number 
of  lawsuits  and  the  amount  of  dam- 
ages claimed.  With  their  personal 
assets  and  professional  reputations 
at  stake,  directors  have  reacted  by 
imposing  tighter  controls  over 
matters  within  their  jurisdiction. 

They  are  also  seeking  full 
indemnification  from  the  compa- 
nies they  serve  for  the  greater  risks 
to  which  they  are  exposed.  Typi- 
cally, this  involves  the  protec- 
tion afforded  by  comprehensive 


directors'  and  officers'  liability 
insurance. 

The  tender  trap 

As  an  example  of  the  tangled 
issues  confronting  directors  today, 
consider  the  recent  proliferation  of 
tender  offers  for  company  stock. 
Such  offers,  particularly  if  they  are 
hostile,  may  be  characterized  by 
unexpected  confrontations  and 
often  present  complex  business, 
financial  and  legal  issues  that 
require  swift  reaction.  In  such  situ- 
ations, the  responsibilities  of  a  di- 
rector are  far  from  clear,  and  litiga- 
tion may  result  regardless  of  the 
course  of  action  taken. 

The  directors  of  a  publishing 
firm,  for  example,  have  been 
named  as  defendants  in  several 
class-action  suits  by  company 
shareholders,  who  have  alleged 
that  the  directors  breached  their 
fiduciary  duties  by  opposing  an 
unsolicited  tender  offer.  The  suits 
seek  injunctive  relief  and  damages 
in  the  several  hundred  million  dol- 
lar range.  The  ultimate  outcome  is 
still  to  be  determined. 


orporate  Directors 


Faced  with  the  possibility  of 
such  litigation,  some  companies 
have  made  extensive  preparations, 
gathering  relevant  data  about  po- 
tential buyers  in  advance  and 
developing  a  formal  set  of  proce- 
dures to  be  considered  should  an 
unsolicited  tender  offer  surface. 

Intensive  scrutiny 

In  many  companies  today, 
boards  are  doing  much  of  their 
work  through  committees,  some  of 
which  may  be  composed  entirely  of 
outside  directors.  These  commit- 
tees may  be  organized  to  conduct 
in-depth  investigations  of  specific 
matters  and  to  report  back  to  the 
board  on  their  findings.  Or  they 
may  be  charged  with  ongoing  re- 
sponsibilities, such  as  assuring 
that  certain  information  flowing  to 
the  board  is  accurate.  For  example, 
standing  audit  committees  are  ex- 
pected to  oversee  the  relationship 
with  the  outside  auditors  and  the 
preparation  of  financial  data. 

But  even  though  directors  may 
believe  they  have  acted  objectively, 
carefully  and  diligently,  there  is  no 
guarantee  that  their  management 


of  corporate  affairs  will  be  immune 
from  attack . 

The  perils  of 
unprofitability 

A  company  with  a  number  of 
unprofitable  years  is  more  likely  to 
be  the  object  of  lawsuits  than  is  a 
consistently  profitable  one.  Com- 
panies actively  engaged  in  acquisi- 
tion efforts,  as  well  as  diversified 
companies,  are  more  litigation- 
prone  than  those  in  a  single  type  of 
business.  And  although  publicly 
held  companies  have  traditionally 
been  more  vulnerable  than  private 
or  closely  held  firms,  the  latter  ap- 
pear to  be  increasingly  subject  to 
take-over  attempts  and  the  accom- 
panying possibility  of  resulting 
legal  action.  Even  directors  and 
officers  of  non-profit  organizations 
may  be  the  targets  of  lawsuits. 

Individual  stockholders  and 
stockholder  groups  are  frequent 
plaintiffs  in  actions  brought 
against  directors  and  officers  of 
publicly  held  companies,  both 
large  and  small.  Employees  and 
former  employees,  customers, 
government  agencies  and  prior 


7 


An  inside  track  for  the 
outside  director 

The  trend  to  more  independent 
boards  with  a  majority  of  outside  di- 
rectors is  clear.  One  indication  is  that 
boards  are  appointing  nominating 


committees  to 
ist  with  the  se- 
lection of  new  directors. 
The  function  of  a  nominating 
committee  is  to  help  the  board  screen 
and  select  exceptionally  well-qualified 
director  nominees  for  consideration  by 
the  company's  stockholders.  Point- 
edly, the  committee  itself  is  usually 
composed  of  a  majority  of  outsiders. 


owners  of  acquired  companies  are 
other  potential  plaintiffs. 

Directors'  and  officers'  liability 
insurance  is  a  specialized  form  of 
protection.  INA  is  one  of  the  major 
carriers  providing  this  coverage  for 
companies  of  all  sizes.  In  addition 
to  providing  the  insurance  cover- 
age, INA  specialists  will  advise  on 
measures  to  minimize  the  risk  of 
exposure  to  lawsuits. 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
directors  and  officers,  typifies 
INA's  comprehensive  approach  to 
increasingly  sophisticated  business 
insurance  and  risk  management 
problems. 

Comprehensive  services 
for  business 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insurance 
and  financial  service  companies.  In 
property  and  casualty  insurance 
and  risk  management  services,  life 
and  group  insurance,  health  care 
management,  and  financial  ser- 
vices, INA  and  its  affiliated  com- 
panies offer  a  unique  combination 
of  products  and  services  to  business 
and  industry  around  the  world. 

For  an  informative  booklet  on 
directors'  and  officers'  liability  in- 
surance write  INA,  1600  Arch 
Street,  Philadelphia,  PA  19101. 


The  Professionals 


We're  well-connected  in  systems  engineering 


GK  Technologies  is  meeting  today's  demands  and 
Dmorrow's  opportunities  with  technological  expertise: 
. .  In  Technical  Services  and  Products.  Our  Automa- 
on  Industries  subsidiary  is  a  leading  manufacturer  of 
lectromecrianical  connectors  for  aerospace  application . . . 
ackihg  and  meteorological  radar  systems... a  wide  range 
f  environmental  products  . 

We  provide  nondestructive  testing . .  sophisticated  , 
ngineering  services  to  government  and  industry  and  are 
ngaged  in  a  new  project  to  accumulate  and  analyze  tech- 
ical  data  from  the  National  Solar  Energy  Data  Network. 
. .  In  Communications  Cable.  Our  General  Oable 
Company,  a  leader  in  cable  technology  for  decades,  pro- 
uced  the  first-optical  fiber  cables  for  aerospace  projects 
nd  regular  telephone  service.  We  are  the  major 
^dependent  supplier  of  cable  and  related  products  to  \he[ 
5lecommunications  industry. 

. .  In  Electronics.  Qtir  subsidiary,  Sprague  Electric  • 
Company,  makes  more  capacitors  for  more  applications 

GK  Technologies 

' Incorporated 


than  any  other  U.S.  manufacturer.  We  maintain  a  key 
position  in  the  electronic  components  industry  by  designing 
technologically  innovative  products. 

Our  technological  expertise  is  reflected  in  more  than 
our  name: 

...  In  Our  Financial  Performance.  Sales  and  earnings 
reached  record  levels  in  the  first  nine  months  of  1979. 
Primary  earnings  per  share  amounted  to  $4.35.  including 
a  $1 .38  per  share  capital  gain,  compared  to  $1 .70  in  the 
prior  year  period.  Sales  increased  41  percent  to  $847 
million  putting  us  well  on  the  way  to  exceeding  a  billion 
dollars  for  the  year,  with  record  earnings. 

.The  common  stock  dividend  has  been  increased  six  , 
times  in  five  years . . .  most  recently  by  1 8  percent  to  an 
annual  rate  of  $1.30. 

For  our  1 978  annual  report  and  latest  quarterly,  please 
write  to  GK  Technologies,  Incorporated,  Dept.  100-79H, 
500  West  Putnam  Avenue,  Greenwich,  CT  06830. 


cpensive.  However,  the  impact  of  the 
evaluation  was  offset  in  part  by  other 
easures  announced  at  the  same  time, 
he  benefits  of  the  devaluation  to  ex- 
>rters  of  manufactured  products  were 
mceled  by  the  elimination  of  tax  and 
edit  subsidies  that  came  with  the 
ATT  (General  Agreement  on  Tariffs 
id  Trade)  negotiated  with  the  U.S. 
•easury.  The  gains  for  agricultural  ex- 
)rts  were  largely  annulled  by  a  new  30% 
:port  tax  on  commodities.  While  the 
•valuation  theoretically  would  add  30% 

the  cost  of  imports,  goods  from  abroad 
obably  would  be  cheaper  now  because 
the  elimination  of  a  100%  prior  depos- 

without  interest,  previously  required 

importers.  At  1979  inflation  rates, 
at  probably  cost  importers  50%  to 
)%  above  the  purchase  price. 
The  same  plan  streamlined  bank  regu- 
tions  to  make  it  easier  for  Brazilians 

borrow  abroad,  but  the  devaluation 
ill  make  it  30%  more  expensive  for 


them  to  pay  back  any  foreign  loans. 

Brazil  has  stumbled  upon  a  basic  di- 
lemma in  setting  its  exchange  rate: 
whether  to  make  the  cruzeiro  cheap 
enough  to  stimulate  exports  or  to  make 
it  strong  enough  to  make  foreign  borrow- 
ing manageable  for  Brazilian  companies. 
There  is  no  sign  as  yet  that  this  dilemma 
is  being  resolved.  Ultimately,  Brazil  may 
have  to  free  both  its  foreign  exchange 
and  interest  rates  to  break  through  the 
tangle.  But  these  steps  still  seem  far 
away,  since  they  would  imply,  at  least 
initially,  sharp  reductions  in  the  Brazil- 
ian standard  of  living. 

In  his  very  personal  way  of  doing  busi- 
ness, Delfim,  superbureaucrat,  economic 
czar,  has  been  summoning  automobile 
manufacturers,  supermarket  chain  execu- 
tives and  labor  leaders  to  Brasilia  to  jaw- 
bone them  about  holding  down  prices  and 
ending  strikes.  He  has  sent  out  squads  of 
housewives  and  government  inspectors 
to  police  supermarket  prices  and  has 


warned  that  businessmen  who  won't  co- 
operate in  the  fight  against  inflation  will 
be  exposed  to  the  cold  winds  of  life  with- 
out loans  from  the  Bank  of  Brazil. 

One  thing  he  has  not  been  saying, 
however,  is  that  Brazil  has  been  using 
artificial  means  to  sustain  levels  of  con- 
sumption and  activity  that  are  far  greater 
than  the  productive  capacity  of  its  econ- 
omy. Brazil  is  not  alone  in  this,  but  is 
unique  in  the  degree  to  which  it  has  used 
foreign  loans  and  accelerated  its  money 
machine. 

So,  Brazil  managed  the  energy  crisis  by 
tapping  the  great  pools  of  capital  built  up 
on  the  international  money  markets  as  a 
result  of  OPEC  surpluses.  But  this  game 
may  soon  end.  Delfim's  options  are  very 
limited  right  now — and  so  are  Brazil's. 
Brazil  has  the  resources  to  provide  for  its 
people  and  to  live  in  the  world  economy 
but,  like  the  U.S.  and  other  oil-hungry 
nations,  it  will  have  to  apply  new  ingenu- 
ity and  discipline  to  do  so.  ■ 


Us  political  opponents,  Planning  Minister 
>elfim  argues,  defend  contradictory  goals: 
n  open  political  system  and  violent  redis- 
ibution  of  income.  Says  Delfim  . . . 


4* 


Brazil  is 


a  curious  case 


ft 


3EC  GREED  HAS  BROUGHT  BRAZIL  and 

120  million  people  to  the  brink  of 
nkruptcy.  In  trying  to  deal  with  the 
nation,  Brazilian  Planning  Minister 
ltonio  Delfim  Netto  has  to  keep  a  doz- 
balls  in  the  air  simultaneously.  Here 
talks  of  his  headaches  and  his  eclectic 
ped-for  solutions. 

Gall:  In  Europe,  the  U.S.  and  Japan, 
vernments  are  fighting  inflation  by 
;htening  monetary  policy  and  by  slow- 
ly their  economies.  Why  don't  you  do 
e  same? 

Delfim:  Brazil  cannot  solve  (its  eco- 
mic  problems]  by  traditional  ways, 
ch  as  provoking  a  recession.  Our  popu- 
:ion  is  extremely  young,  and  1.5  mil- 
m  people  enter  the  labor  force  each 
ar.  Since  we  have  substantial  unem- 
jyment  and  underemployment,  our 
onomy  must  grow  somewhat  faster  to 
ep  our  people  employed.  I  think  we 
ve  ways  of  combating  inflation  while 
hieving  some  real  growth.  Anyway,  we 


have  no  choice.  If  we  try  to  solve  Brazil's 
problems  with  classic  tools  of  fiscal  and 
monetary  controls,  we  would  provoke  a 
recession  without  solving  our  economic 
problem,  because  our  country  is  very 
poor.  It  is  clear  that  in  the  U.S.  or  France 
you  can  grow  at  1%  or  2%  a  year  for  five 
or  six  years  without  producing  general 
impoverishment.  In  Brazil  we  have  very 
low  income  levels,  so  a  recession  means 
general  impoverishment. 

Gall:  If  not  the  conventional  means, 
what  means? 

Delfim:  We  are  making  a  great  effort 
to  reduce  the  government  deficit.  To 
meet  the  food  scarcity,  we  are  attempt- 
ing to  create  a  great  increase  in  supplies. 
If  the  weather  continues  as  it  is,  I  think 
we'll  have  the  biggest  agricultural  har- 
vest in  Brazil's  history  in  1980.  In  terms 
of  imported  inflation,  it's  hard  to  do  any- 
thing. We  are  attempting  to  substitute 
for  petroleum,  using  alcohol,  but  any  sub- 
stitution is  always  more  expensive  than 


petroleum  itself.  So  there's  little  you  can 
do  here.  In  terms  of  wages,  we  have  a 
new  law,  just  passed  by  Congress,  that 
raises  salaries  [only]  by  the  increase  in 
the  cost  of  living  and  allows  for  negotia- 
tions based  on  productivity  gains. 

Gall:  Controls,  in  short.  Speaking  of 
productivity  gains,  there  has  been  much 
talk  lately  of  the  stagnation  of  productiv- 
ity in  the  major  Western  economies  dur- 
ing the  1970s.  But  then  I  found  out  that 
productivity  in  Brazil  has  been  stagnat- 
ing, too.  Brazil  enormously  increased  its 
industrial  labor  force,  but  not  its  output 
per  worker. 

Delfim:  Rising  inflation  does  not  help 
increase  productivity,  but  instead  disor- 
ganizes the  economy.  If  you  don't  really 
insist  that  businessmen  look  hard  at  pro- 
ductivity, they  will  show  no  inclination 
to  raise  productivity. 

Gall:  So  you  are  cutting  back  on  the 
cheap,  subsidized  credit  that  industry 
has  been  receiving — to  force  business  to 
be  more  efficient? 

Delfim:  I'm  announcing  two  impor- 
tant things:  First,  elimination  of  subsi- 
dies. Second,  more  rigid  price  controls. 
So  businessmen  will  have  to  raise  pro- 
ductivity in  order  to  stay  profitable — 
they  want  to  be  able  to  raise  prices  auto- 
matically. They  are  going  to  think  con- 
stantly of  productivity.  Our  experience 
in  1967-73  shows  that  when  you  pres- 
sure industry  a  bit,  it  really  finds  within 
itself  the  productivity  it  needs.  While  the 
importance  of  this  phenomenon  should 
not  be  exaggerated,  I  am  convinced  it 
will  happen  again. 

Gall:  Controls  on  prices  and  interest 
rates  tend  to  create  a  black  market. 

Delfim:  Look,  that  is  not  true.  We 
know  that  price  controls  create  prob- 
lems. All  price  controls  tend  to  generate 
mechanisms  for  overcoming  those  con- 
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The  Gas 
®ption 


Gas:  The  cleanest  way 
to  unlock  coal's  energy. 


There's  an  important  proven  alternative  technology  for  mak- 
ing the  most  of  America's  vast  coal  supplies.  It's  cleaner, 
more  efficient  and  more  economical  than  burning  coal  with 
scrubbers  to  generate  electricity.  It's  called  coal  gasification. 

We  have  yet  to  build  a  commercial-scale  coal  gasifica- 
tion plant  in  the  United  States  to  supplement  our  natural  gas 
supplies,  but  the  technology  has  a  long  history  of  successful 
application  in  other  countries.  Consider  its  advantages: 

1.  Gasification  is  environmentally  preferable  from  pro- 
duction to  end  use— and  every  step  along  the  way.  For 
instance,  commercial  gasification  plants  would 
emit  only  1  /5  to  1  /10  the  air  pollutants  of  equivalent 
coal-electric  plants,  and  generate  substantially  less  solid 
wastes. 

Furthermore,  the  transmission  and  distribution  system 


for  gas  is  more  environmentally  acceptable  because 
it  is  almost  entirely  underground. 

2.  Gasification  would  require  less  of  our  natural 
resources.  Thirty  percent  less  coal  would  be  required  for  a 
coal-gas  plant  than  a  coal-electrrc  plant  producing  the  same 
amount  of  energy  for  residential  uses.  A  gasification  plant 
would  consume  88%  less  of  our  valuable  water  resources. 

3.  Gasification  would  be  the  best  coal  energy  investment 
for  the  nation.  A  coal  gasification  plant  would  require  about 
half  the  initial  capital  investment  of  a  coal-electric  plant  gen- 
erating the  same  amount  of  useful  household  energy.' 

And  once  delivered,  gas  from  coal  would  cost  consumers 
less  than  half  the  cost  of  electricity  from  coal. 

Coal  gasification  would  not  only  be  the  best  use  of  our 
country's  vast  coal  resources,  it  could  also  play  an  important 
role  in  reducing  energy  imports. 


ENVIRONMENTAL  IMPACTS  OF  EQUIVALENT  COAL  ENERGY  PROJECTS 


GAS  =  High-Btu  Coal  Gasification 
Plant  (250  MMcfd) 


OIL  =  Coal  Liquefaction  Plant  and  Syn- 
Crude  Refinery  (250  x  10  ■  Btu  day) 
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(3000  Mwe  with  scrubbers) 
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pact  Statemenl  on  the  Proposed  Kaiparowits  Proiect.  U  S  Department  of  the  Interior  March  1976 


Gas:  The  future  belongs  to  the  efficient. 

•For  more  information,  write  to  American  Gas  Association,  Department  14-DD,  1515  Wilson  Blvd..  Arlington.  VA  22209 


The  30  seconds  it  lakes  to  retul 
this  ad  could  save  you  hundreds 
of  thousands  of  dollars  every  year. 


Is.  Take  interest  rates:  It's  true  that 
re  are  certain  frauds  against  these 
itrols,  but  the  bulk  of  the  money  is 
ned  at  controlled  interest  rates.  The 
le  happens  with  goods.  When  there  is 
ramatic  violation,  you  have  to  correct 
ast.  Normally  industry  does  not  pro- 
:e  a  large  black  market.  But,  yes,  you 
re  to  keep  your  eyes  open. 
Jail:  You  said  recently  that  the  public 
icit  at  all  levels  of  government,  includ- 
public  corporations,  equals  40%  of 
federal  budget.  Four-fifths  of  total 
nestic  credit  was  provided  at  interest 
is  subsidized  by  the  government  at 
;ative  real  interest  rates — that  is,  well 
aw  the  level  of  inflation. 
Meanwhile,  the  internal  public  debt  in 
zeiros  is  also  growing  rapidly.  The 
sident  of  the  Central  Bank  said  re- 
tly  that  it  grew  by  one-fifth  in  a  40- 
period.  How  do  you  plan  to  stop 
se  increases? 

>elfim:  We  are  already  raising  taxes, 
l  have  to  cut  spending,  and  this  is 
at  we  are  doing. 

Jail:  How  do  you  cut  spending  and 
intain  the  high  rates  of  economic 
wth  that  you  say  you  need? 
>elfim:  You  do  that  by  also  stimulat- 

exports  and  agricultural  production, 
nulating  farm  production  is  funda- 
ntal.  If  what  we  are  hoping  for  comes 
you  initially  will  have  a  great  in- 
ise  in  farm  income.  This  will  be 
isformed  into  demand  for  industrial 
ducts,  and  this  is  what  we  are  looking 

Now,  the  increase  in  the  internal 
t  also  results  from  the  enormous  gov- 
ment  deficit.  That  is  why  we  must 
t  tighten  government  spending.  Sec- 
l,  let  the  private  sector  expand  its 
vities.  If  not,  you'll  have  a  recession, 
ctly  the  opposite  of  what  we  want. 
Jail:  Specifically,  how  do  you  plan  to 
the  government  deficit? 
>elfim:  We  are  currently  carrying  out 
project  that  is  not  fully  financed  in  a 
[inflationary  way.  By  that  I  mean 
3ugh  the  budget  and  through  internal 
iit.  Until  now,  what  has  been  done  is 
;imply  get  a  foreign  loan,  change  the 
lars  into  cruzeiros  and  use  this  loan 
nestically  to  create  money  that  could 
spent.  Nobody  can  maintain  a  public 
t  the  way  ours  has  been  growing.  It's 

that  the  amount  of  the  debt  is  too 
h.  What  is  unmanageable  is  the  rate  of 
growth,  which  we  must  restrain. 
Jail:  Between  1974  and  1979  Brazil 
.  a  cumulative  current  account  deficit 
>50  billion  and  borrowed  $55  billion. 
980  Brazil  is  expected  to  borrow  one- 
'd  of  the  money  to  be  lent  to  the  non- 
EC  developing  countries.  How  can 
i  afford  to  carry  all  that  debt  on  a  gross 
ional  product  of  $200  billion,  with 
orts  of  only  $15  billion  or  $20  billion 
1  with  interest  rates  sky-high? 
>elfim:  First,  we  are  putting  into  prac- 
:  a  policy  of  diminishing  the  current 


Does  your  company  make  or  as- 
semble small  parts? 

If  you  answered  yes,  the 
chances  are  you  can  save  up  to 
95%  of  your  high  volume  small 
parts  assembly  costs  with  a  Bodine 
assembly  machine. 

A  Bodine  machine  can  put  to- 
gether a  wide  variety  of  small  parts 
easily,  economically  and  effi- 
ciently. It  will  pay  for  itself  by  sav- 
ing you  the  cost  of  labor.  Plus  the 
cost  of  hiring,  training  and  super- 
vising that  labor. 

What's  more,  a  Bodine  machine 


will  give  you  100%  inspection  and 
verification  of  all  parts  and  their 
position.  So  you  can  be  sure  of  a 
higher  quality  product,  and  lower 
warranty  costs,  as  well. 

If  you'd  like  to  see  what  a  Bodine 
machine  can  do  for  your  company, 
contact  our  company.  Call  or  write 
to  Frank  Riley,  Vice  President,  The 
Bodine  Corporation,  317  Mountain 
Grove  St.,  Bridgeport, 
CT  06605. 

"Mm 
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Iks- 

•  Attorney 

•  Accounting  Firm 

•  Investment  Counselor 

•  Pilots 

...  or  any  other  professional. 
Proven  integrity  and  a  selection 
from  the  entire  world-wide 
market  is  assured  you  through . . 


COMPANY 

1401  Brickell  Ave  /Miami.  FL  33131 
PH  (305)  374-1 51 5  Telex  51-2503 
International  Telex  RCA  264270 


Planning  Minister  Delfim  at  a  press  conference 

"Nobody  can  maintain  a  public  debt  the  way  ours  has  been  growing. 
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EXPLORATION 
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MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
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account  deficit,  and  are  concentrating  on 
this  for  1980.  Our  idea  is  to  stabilize  the 
debt  gradually.  Since  you  have  today 
great  liquidity  in  the  market,  we  can  get 
these  loans  with  relative  ease,  even 
though  we  may  not  have  to  borrow  as 
much  as  you  say.  It's  true  that  higher 
interest  rates  are  disagreeable.  They  raise 
costs,  but  we  should  see  the  other  side. 
Why  are  interest  rates  high?  Basically 
because  there's  a  big  world  inflation. 
That  means,  however,  that  the  prices  of 
our  exports  also  are  increasing.  It's  true 
that  inflation  raises  the  cost  of  debt  ser- 
vice, but  it  also  raises  the  value  of  ex- 
ports, because  they  also  are  linked  to 
inflation.  Since  Brazil  must  expand  its 
exports  moderately,  say  $5  billion,  this  is 
perfectly  feasible.  In  1979  we  had  a  great 
misfortune,  a  bad  harvest,  which  meant 
that  we  imported  a  lot  of  food  and  ex- 
ported little.  I  hope  1980  will  be  very 
different. 

Gall:  Brazil  has  been  criticized  by 
those  who  say  that  the  real  fruits  of  your 
economic  growth  have  gone  to  a  rela- 
tively small  part  of  the  population.  The 
poor,  in  short,  are  said  to  have  gotten 
poorer. 

Delfim:  Gross  exaggerations  made 
through  apparent  statistical  sophistica- 


tion. Real  wages  grew  persistently  by] 
from  3%  to  4%  annually  between  1967' 
and  1973.  But  what's  more  important  is 
that  the  number  of  jobs  grew  by  almost 
4%  yearly,  which  means  that  the  work- 
ers' participation  in  the  national  product 
grew  by  7%  or  8%  annually,  which  is 
more  or  less  the  rate  at  which  the  econo- 
my was  growing. 

I  will  again  insist  on  something  that  is 
disagreeable  and  has  caused  me  trouble 
in  the  past:  You  can't  let  wages  increase 
more  than  the  rate  of  inflation,  except 
for  productivity  increases.  Above  this, 
you'll  produce  a  redistribution  of  income 
that  the  society  won't  accept.  And  Brazil 
is  a  curious  case  because  the  Brazilian 
opposition  defends  two  things  that  are 
contradictory:  an  open  political  system 
and  a  violent  redistribution  of  income. 
It's  evident  that  a  violent  redistribution 
of  income  demands  a  closed  political  sys- 
tem. That's  the  hopeless  contradiction 
in  which  we're  involved.  To  produce  a 
redistribution  of  income  of  great  impor- 
tance, you  must  stop  people  from  defend- 
ing themselves.  And  they  defend  them- 
selves through  inflation. 

What  is  inflation?  At  bottom,  it  cor- 
rects some  of  the  errors  that  we  commit 
in  dealing  with  each  other.  ■ 
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'tie  White  Rock,  the  soft-drink  company  with 
?  nymph  on  the  label,  has  been  coveted  by 
untless  would-be  acquirers.  They  should  be 
ateful  the  company  has  remained  private. 


Wffl-o'-the-wisp 


The  Up-And-Comers 


.ONG,    BLACK   CADILLAC   backs  CaU- 

isly  to  the  end  of  an  old  wharf  in  the 
Hook  section  of  the  Brooklyn  docks, 
far  from  where  parts  of  On  tlx  Water- 
t  were  filmed  more  than  26  years  ago. 
:re  you  get  a  better  view  of  our  dumpy 
it,"  says  Alfred  Y.  Morgan,  72,  presi- 
t  of  White  Rock  Corp. — the  soft- 
ik  company  with  the  nymph 
its  label.  He  points  to  an 
nymous,  weather-beaten 
k  warehouse  of  Civil  War 
:age  fronted  by  rows  of  rot- 
;  pilings.  "Back  in  the  early 
;ies  my  office  window  used 
ook  out  here,"  he  goes  on, 
tching  his  arm  across  a  spec- 
llar  view  of  New  York  Har- 
Straight  ahead,  across  the 
width  of  the  Upper  Bay,  is 
Statue  of  Liberty  and  Ellis 
nd.  About  equidistant  on  the 
t,  over  the  shoulders  of  Gov- 
t's Island  in  between,  the 
ers  of  lower  Manhattan  rise 
lptly,  gleaming  in  the  morn- 
sun.  To  the  left  an  oil  tank- 
:mpty  and  high  in  the  water, 
ims  slowly  up  from  the  Nar- 
s  on  its  way  toward  Butter- 
k  Channel. 

They  fished  a  guy  out  of  here 
week  with  his  hands  tied 
ind  his  back,"  Morgan's  son 
fr.  remarks  drily.  At  43,  he 
s  the  day-to-day  operations  of  the 
lpany  and  has  the  final  say  in  most 
j-term  decisions.  The  remark  was  di- 
ed at  his  father:  With  some  difficulty 
ecently  convinced  his  father  to  move 
company  out  of  Red  Hook,  after  43 
rs  there. 

This  area  is  coming  up  like  gangbust- 
now!"  says  the  older  Morgan  wistful- 
>quinting  in  the  face  of  a  spanking  sea 
tze. 


"Well  .  .  .  ,"  his  son  says  skeptically. 

"Our  landlord  might  make  apartments 
out  of  this,"  the  older  man  persists. 

"Well         says  his  son. 

"He's  just  dying  to  get  the  hell  out  of 
here!"  laughs  Al  Morgan  Sr.,  jabbing  a 
thumb  over  his  shoulder  at  his  son.  "So 
we  will.  After  all,  as  he  says,  he's  the  one 


Al  Morgan  Jr.  of  White  Rock- 
Take  the  naked  lady  off  the  label?  It  could  happen 

who  has  got  to  live  with  it." 

Young  Al  is  the  fourth  generation  of 
Morgans  in  the  beverage  business.  His 
great-grandfather  John  Morgan,  of  Coote 
Hill,  County  Cavan,  Ireland  began  deliv- 
ering soda  water  and  ginger  ale  to  New 
York's  Irish  saloons  back  in  1857  (Carl 
Schultz,  now  part  of  American  Beverage 
Corp.,  took  care  of  the  German  saloons). 
The  Morgans  later  took  over  White 
Rock,  which  was  started  by  a  druggist  in 


Waukesha,  Wis.  about  15  years  after  old 
man  Morgan  started  making  the  rounds 
of  the  Hibernian  saloons.  Unlike  Coca- 
Cola  or  PepsiCo,  White  Rock  still  con- 
trols its  own  distribution  and  produces 
its  own  products  either  at  its  own  plants 
or  at  those  of  contract  producers.  As  a 
result  it  is  about  as  profitable  as  most 
Coke  or  Pepsi  franchise  bottlers  these 
days,  or  most  big  breweries.  But  despite 
its  109-year  history,  it  can  only  boast 
sales  of  "a  bit  under  $40  million"— 
which  seems  surprising  considering  the 
potential  of  that  trademark. 

As  recently  as  the  Fifties,  White 
Rock's  scantily  clad  nymph  Psyche,  mes- 
merized by  her  own  reflection  in  a  wood- 
land pool,  ranked  among  the  ten  most 
widely  recognized  trademarks  in  the 
country.  The  company's  product  line  is 
unusually  broad.  There  is  ginger  ale,  club 
soda,  tonic  water,  mineral  water,  a  wide 
array  of  carbonated  fruit-flavored  drinks, 
a  tea  drink,  a  fruit  punch  and  a  chocolate 
drink.  It  has  had  nationwide  distribution 
since  the  turn  of  the  century  and  even 
some  international  distribution.  "Like 
our  television  ads  say,  White  Rock  was 
served  at  the  coronation  banquet  of  Brit- 
ain's King  Edward  VH  as  the  premier 
sparkling  water  of  the  day,"  says  Al  Mor- 
gan Jr.  "The  product  was  also  called 
White  Rock  Sparkling  Mineral  Water  in 
those  days.  It  contained  lith- 
ium, which  is  used  extensively 
today  in  psychiatric  wards  to 
calm  people  down.  We  said  the 
world  was  at  peace  at  the  turn  of 
the  century  because  the  world's 
leaders  drank  White  Rock  dosed 
with  lithium!" 

Small  wonder  then  that 
countless  well-heeled  suitors 
have  called  on  the  Morgans  over 
the  years  with  acquisition  in 
their  hearts,  and  dreams  of  what 
big-league  advertising  could  do 
for  innocent  little  Psyche.  They 
were  turned  away  in  each  in- 
stance, however,  often  without 
reply.  And  they  should  be  grate- 
ful, says  Al  Morgan  Jr.  Even  for  a 
big  consumer  products  com- 
pany, he  argues,  Psyche  would 
probably  be  more  siren  than 
nymph. 

"I've   had  some  interesting 
conversations  with  people  who 
wanted  to  acquire  this  busi- 
ness," says  the  younger  Morgan. 
He  is  sitting  beneath  a  water-damaged 
oil  (not  artist  Paul  Thurman's  original, 
which  has  never  been  located)  of  a 
heavy-thighed  Psyche  who  has  been  pe- 
riodically "improved"  by  a  former  com- 
pany maintenance  man  with  a  talent  for 
painting.  "I  said  to  them,  'If  you  told  me, 
here's  5  million  bucks,  go  ahead  and  ex- 
pand in  four  or  five  markets  but  dammit 
we  want  X  return  on  equity  in  three  or 
four  years,'  I'd  be  hard  pressed  to  say  I 
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could  do  that.  As  proof  of  that,  there's 
another  once-privately-owned  soft-drink 
company  on  the  East  Coast  that  sold  out 
to  a  large,  large  company  that  moved  in 
their  marketing  people  and  expanded  the 
brand.  From  what  I  gathered,  they  are  no 
longer  making  a  proper  return  and  are 
wondering  if  they  ever  will.  Graf's  in 
Milwaukee?  Same  thing.  I  think  Shasta 
Beverages,  which  was  sold  to  Consoli- 
dated Foods  Corp.  back  in  I960,  is  an- 
other case.  Cummings  [Nathan  Cum- 
mings,  Consolidated's  founder]  took 
them  nationwide  in  eight  years.  But  they 
face  stiff  competition." 

Al  Morgan  the  younger  finds  another 
object  lesson  in  General  Cinema,  the 
$600  million  (sales)  movie  theater  opera- 
tor that  now  gets  57%  of  earnings  from 
bottling  Pepsi  and  Dr  Pepper.  "They've 
now  got  the  master  franchise  for  Sunkist 
Orange  drink.  To  take  Sunkist  nation- 
wide they  must  be  spending  $10  million. 
I  wonder  if  they'll  get  that  back  in  five 
years'  time.  It's  rough.  It's  rough."  (Mor- 
gan says  White  Rock  is  spending  just 
$250,000  to  reintroduce  its  White  Rock 
Sparkling  Mineral  Water  in  its  original 
amber  bottle  in  New  York.) 

Competition  has  grown  steadily 
fiercer  in  recent  years  as  the  giant  food 
companies  have  begun  muscling  their 
way  into  the  soft-drink  industry.  "We 
didn't  used  to  compete  with  General 
Foods  or  Lipton,"  Morgan  continues  re- 
lentlessly. "Now  they  say,  'Hey!  We're 
missing  sales  of  our  tea  through  vending 
machines  and  small  delicatessens  and 
hot  dog  stands  that  aren't  serviced  by  the 
grocery  distribution  system.  Let's  go  to 
the  soft-drink  industry  who  have  trucks 
all  over  the  place.'  So  now  Lipton  has 
canned  Lipton  Iced  Tea  and  R.J.  Reyn- 
olds has  Hawaiian  Punch  and  General 
Foods  has  Country  Time.  The  food  in- 
dustry has  tasted  the  soft-drink  industry 
and  now  they're  in  it  big." 

Of  course,  one  may  say  that  a  little 
competition  shouldn't  necessarily  faze 
any  would-be  acquirer.  But  little  Psyche 
has  a  lot  more  on  her  mind  than  just  the 
mighty  Titans  of  soda  pop.  For  example, 
there  is  pending  federal  legislation  that 
might  just  spell  ruin  to  the  smaller  com- 
panies in  the  soft-drink  industry.  It's 
called  the  Federal  Bottle  Bill  and  it's  been 
kicking  around  for  a  couple  of  years  now. 
It  would  require  the  manufacturer  to  put 
a  deposit  of  5  cents  to  10  cents  on  every 
single  container  and  set  up  a  system  that 
would  permit  the  consumer  to  return 
those  containers.  When  a  similar  law 
was  passed  in  Michigan,  where  White 
Rock  had  only  partial  distribution,  it  lost 
most  of  its  business  in  that  state  over- 
night. Now  it  faces  a  similar  law  in  Con- 
necticut. "We're  very  concerned,"  says 
Morgan.  But  not  as  concerned  as  he  once 
was.  "A  bottle  law  was  more  of  a  threat 
two  years  ago  than  it  is  today  because  of 
more  important  problems  like  rising  un- 


employment and  the  general  state  of  the 
economy.  Besides,  it's  not  working  well 
in  Michigan.  We're  happy  that  voters  in 
Washington,  Massachusetts  and  Ohio 
have  rejected  similar  bills." 

But  what  if  a  federal  bottle  law. were 
passed  anyway?  "Well,  we  certainly 
wouldn't  throw  up  our  hands  and  give 
up,"  says  Morgan,  who  speaks  like  a  dis- 
tant cousin  of  the  Kennedy  clan.  "We'd 
probably  go  back  and  franchise  bottlers. 
Of  course  one  thing  we've  developed 
over  the  last  five  years  is  a  line  of  noncar- 
bonated  products,  not  currently  subject 
to  bottle  deposit  laws,  like  Punch  and 
Fruity  (named  by  a  sprightly  switchboard 
operator  at  White  Rock's  Boston  plant), 
or  Tea-Licious,  now  the  third-bestselling 
product  in  the  company." 


I 


Of  course,  nearly  everyone  is  opposed 
to  excessive  government  regulation 
these  days — including  the  federal  govern- 
ment— so  conceivably  the  dreaded  bottle 
law  will  die  aborning.  But  Psyche  still 
has  her  hands  full  of  labor  problems — no 
small  thing  in  the  beverage  industry,  es- 
pecially in  the  New  York  metropolitan 
area.  After  all,  it  was  restrictive  labor 
practices,  among  other  things,  that 
forced  outfits  like  Jacob  Ruppert,  Ballan- 
tine,  Schaefer  and  Rheingold  to  shut 
down  production  facilities  there.  The 
same  thing  happened  to  White  Rock  in 
1971,  although  the  company  still  oper 
ates  elsewhere. 

"The  salesmen's  union  would  tell  you 
how  many  calls  he  was  going  to  make 
each  day,"  Morgan  Sr.  recalls,  "and  the 
Teamsters  would  tell  you  how  many 
steps  the  truck  driver  could  bring  soda  up 
or  down  by  himself,  without  a  helper. 
And  you  had  a  fourth  man  who  merchan- 
dised the  product  in  the  store.  But  what 
would  drive  you  up  the  wall — a  truck 
would  come  in  and  you'd  say,  'Load  this 
truck,'  and  the  guy  would  say,  'No,  I'm 
not  going  to  load  it.  I'm  not  a  loader.'  " 


Now,  however,  young  Al  Morgan  ad 
mits  White  Rock  may  have  to  go  bacl( 
into  production  in  New  York.  Since  clos 
ing  his  plant  he  has  been  contracting  ou 
the  bottling  and  canning  in  the  big  meti 
ropolitan  area.  There  are  four  contrac 
packers  and  three  of  them  are  schedulet 
to  merge,  which  will  limit  White  Rock' 
alternatives.  Morgan  is  thinking  of  mov 
ing  to  newer  facilities  where,  using  in 
dustrial  revenue  bonds,  he  hopes  to  pa^ 
no  more  than  $1.50  a  square  foot.  (That' 
still  twice  what  he's  now  paying  fo 
equivalent  space — 126,000  square  feet— 
in  Red  Hook,  his  father  points  out  witf 
raised  eyebrow.) 

As  a  seasoned  guerrilla  fighter  in  ; 
business  where  mighty  armies  clash  b; 
day  and  by  night,  White  Rock's  pros 
pects  are  excellent.  Morgan  knows  th< 
terrain  like  the  back  of  his  hand  and  car 
move  more  quickly  than  his  powerfu 
competitors.  There  are  niches  little 
White  Rock  can  flourish  in  that  no  large; 
company  would  even  notice.  If,  for  ex 
ample,  it  was  a  critical  mistake — it! 
hindsight — for  White  Rock  founder  H.M 
Colver  not  to  have  franchised  at  the  out| 
set  (in  the  name  of  quality  control),  Mor 
gan  has  shrewdly  seen  that  the  reverse  is 
true  today.  Franchisees  are  often  Coke  oi 
Pepsi  bottlers,  many  of  whom  feel  the^j 
have  an  exclusive  right  to  the  entire 
White  Rock  line,  even  though  they  ma)|| 
only  choose  to  distribute  a  small  portion 
of  it.  This  can  keep  popular  White  Roclj 
products  out  of  large  areas.  But  since,  ill 
most  states,  White  Rock  is  not  tied 
down  by  mutually  exclusive  territoria 
restrictions  like  Coke  and  Pepsi  bottlers] 
Morgan  can  often  offer  chain  stores  more 
efficient  statewide  distribution  and  can 
introduce  new  products  without  worry- 
ing about  a  franchisee's  other  lines. 

So  White  Rock  is  a  nice,  substantia] 
family  business.  It  returns  about  11%  orj 
investment.  Its  potential  isn't  unlimited) 
but  its  sales  and  earnings  have  beerj 
growing  well  lately  thanks  to  a  successful 
marketing  effort.  And  its  balance  sheet  is 
as  pure  as  little  Psyche's  heart.  But  any-j 
one  who  thinks  he  could  turn  it  into  a 
Coca-Cola  is  asking  for  trouble. 

What  about  the  little  woman  on  hei 
woodland  rock?  Isn't  she  a  great  asset? 
Morgan,  who  has  lived  with  her  all  his 
life,  is  not  sure  Psyche  is  worth  anything 
at  all— as  a  trademark.  (She  is  a  scant 
thumbprint  on  the  latest  can  labels.)  "I'm] 
not  convinced  that  Psyche  actually  sells 
product  for  us,"  he  says.  "Only  50%  o| 
the  people  polled  at  the  Trademark  Asso- 
ciation convention  in  Florida  two  years 
ago  recognized  her  as  the  trademark  of 
White  Rock.  In  fact  we  have  an  order 
from  Saudi  Arabia,  where  we  do  a  fait 
amount  of  business,  that  says,  'Take  na- 
ked lady  off  label.'  So  we  did.  And  what  is 
more  important  to  us?  The  White  Rock) 
name  and  logo?  Or  Psyche?" 

Sic  transit  gloria,  nympha  — Geoffrey  Smith 


so 
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In  Ireland,  US  companies' 
profits  have  soared  to 
more  than  twice  the 
European  average. 

The  average  annual  return  on  investment  for  the  last  five  years  for 
US  manufacturers  investing  in  the  Republic  of  Ireland  was  29.9%. 
This  compares  with  a  European  Common  Market  average  of  14.2%. 

Since  1974  the  profitability  of  US  companies  has  been  higher  in 
Ireland  than  in  any  other  country  in  Europe. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 


US  Department  of  Commerce  statistics  for  the  period  '74-78  show  a  29.9%  average  annual  return  on  investment  for 
US  manufacturers  located  in  the  Republic  of  Ireland-  more  than  twice  the  European  average. 

|  OA  Ireland  &  The  Irish  government's  industrial  development  agency  has  offices  in  NewYork,  Tel  (212)972-1000; 
industrial  development  authority        Chicago,  Tel  (312)644-7474;  Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024;  Cleveland, 
Tel  (216)8610305;  Santa  Clara,  Tel  (415)8541800;  Boston,  Tel  (617)3678225;  Toronto,  Tel  (416)3647478.  Overseas  offices  also  in 
Amsterdam,  London,  Pans,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 


This  announcement  is  publisned  by  IDA  Ireland,  200  Park  Avenue,  New  York,  1001 7,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland 

This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


That's  a  lot  of  tube.  What's  more,  it's  not  just  any 
tube,  but  Phelps  Dodge  Copper-Nickel. 

Dollar  for  dollar,  this  time-tested  copper  alloy 
transfers  more  heat  than  any  other  high  corro- 
sion-resistant material.  And,  in  condenser  tube, 
that's  the  name  of  the  game. 

For  electric  utilities,  our  people  have  also  per- 
fected Higher  Performance  Distribution  Cable 
with  longer  design  life.  Are  developing  a 


low-loss  pipe-type  cable  for  tomorrow's  765-kV 
transmission  systems.  And  supply  a  wide  variety 
of  other  copper  products  from  valves  to  bus  bar. 

All  in  all,  each  year,  we  transform  about  a 
billion  pounds  of  copper  into  innovative  and  use- 
ful products  for  electric  utilities  and  other  indus- 
tries. That's  because  people  who  depend  on  cop- 
per depend  on  us.  Phelps  Dodge — the  time- 
tested  name  in  copper. 


Phelps  Dodge  condenser  tube  being  installed  by  Marley  Heat  Transfer  Co.  for  Washington  Public  Power  Supply  System's  Hanford  Units  1  and  4 


ptte/as 
due 


300  Park  Avenue.  New  York,  New  York  10022 


The  copper  people  from 
Phelps  Dodge 


From  the  suburban  housewives  who  haunt 
shopping  malls,  Cole  National  makes  a  nice 
dollar,  providing  goods  that  others  shun. 


Service  at  a 
(stiff) 
price 


America's  giant  mass  merchan- 
disers— Sears,  K  mart,  Penney, 
Ward,  Woolworth  and  all  their 
tribe — have  a  preferred  way  to  move  any 
goods  smaller  than  big-ticket  items  like, 
say,  a  set  of  tires  or  a  washing  machine. 
The  preferred  way  is  to  have  the  custom- 
er take  the  item  off  the  rack  or  the  shelf 
and  take  it  to  the  cashier,  who  takes  the 
money.  Service?  Not  if  you  can  help  it. 

The  trouble  is  that  some  small  items 
demand  special  services  because  they 
must  be  made  to  order.  Keys.  Prescrip- 
tion eyeglasses.  Initialed  pewter  mugs. 
Brass  door  knockers  with  names.  Identi- 
fication bracelets  engraved  "Tommy,  I 
love  you  — Denise."  That  very  list  covers 
over  80%  of  the  business  done  by  Cleve- 
land-based specialty  retailer  Cole  Nation- 
al Corp.  By  rendering  a  service  other 
retailers  shun,  Cole  last  year  sold  some 
$160  million  worth  of  goods  and  earned  a 
superb  24%  on  stockholders'  equity. 

You  can  get  a  key  made  or  a  bracelet 
engraved  ($5.99  for  a  bracelet  with  six 
letters,  $11  if  the  message  is  long 
enough)  at  a  Cole  counter  while  you 
wait.  You  can  get  your  eyes  tested  in  20 
minutes  at  a  Cole  booth  and  pick  up  the 
glasses  in  ten  days.  "We  are  an  oasis  of 
service  in  a  sea  of  self-service,"  says  Cole 
National  President  Boake  A.  Sells. 

If  this  sounds  easy,  it  is  not;  you  can't 
offer  just  any  kind  of  service.  The  chal- 
lenge attracted  Sells,  a  1969  honors  grad- 
uate of  Harvard  Business  School.  "We 
add  value,"  Sells  explains.  "If  we  can't, 
we  don't  go  in.  We  looked  into  other 
leased  shops  in  Sears  stores,  like  health 
food,  but  we  turned  them  down  because 
there  was  no  way  we  could  add  value." 

"A  big  general  store  has  neither  the 
time,  the  ability  nor  the  talent  to  pay 
special  attention  to  small-ticket  items," 
says  founder  Joe  Cole.  "The  handling  of 
keys  involves  an  intricate  assortment  of 
maybe  1,000  types.  The  regular  person- 
nel can't  handle  it  without  specialized 
training.  Unless  you  can  count  on  enor- 
mous volume  like  ours,  the  training  is 
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Cole  of  Cole  National 


Small-ticket  items  in  big-ticket  stores. 

just  too  expensive."  Cole  points  out  the 
advantages  he  offers  to  the  host  store: 
"We  get  so  much  volume  in  such  small 
space  that  we  produce  more  profits  per 
square  foot  for  them  than  their  general 
merchandise  sections."  That's  why 
some  60%  of  Cole's  outlets  are  in  other 
people's  stores,  most  of  them  in  Sears 
and  Ward  stores. 

The  labor  costs  for  such  "value  added" 
merchandising  aren't  cheap.  They  run 
some  33%  of  sales,  vs.  20%  for  specialty 
retailer  Standard  Brands  Paint  and  15% 
for  K  mart,  and  require  constant  moni- 
toring. That's  why,  says  Sells,  no  one  else 
has  been  able  to  copy  most  of  Cole's 
businesses.  High  labor  costs  cut  into 
Cole's  margins  on  sales,  which  last  year 
probably  ran  somewhat  below  Forbes' 
3.7%  median  for  specialty  retailers.  But 
in  business,  the  ultimate  bottom  line 
isn't  return  on  sales  but  return  on  invest- 
ment. Because  it  operates  in  other  peo- 
ple's stores,  Cole  National  gets  by  on  a 
relatively  small  investment  and  thus 
translates  a  small  profit  margin  into  a  fat 
return  on  capital. 

The  man  who  pioneered  this  unusual 
approach  to  retailing,  65-year-old  Joseph 
Cole,  seems,  like  so  many  other  pio- 
neers, to  have  stumbled  onto  his  discov- 
ery. He  was  working  for  a  Cleveland  key 
firm  40  years  ago  when  he  got  the  idea  of 
leasing  space  in  big  stores  to  make  re- 
placement keys.  He  started  by  installing 


key-cutting  machines  at  Woolwortll 
Grant  and  Kresge  stores,  and  by  1951 
was  also  running  optical  shops  in  sever  J 
Sears  stores.  He  decided  to  go  public  anl 
begin  acquiring  other  companies. 

Cole  bought  watchband  companies,  a  I 
English  retailer  called  Topps  that  alsl 
made  keys  and  did  engraving  as  well  a| 
shoe  repair,  a  Canadian  retailer  and  a  ke  I 
blank  company  (which  the  Federal  Tradl 
Commission  made  him  spin  off  at 
loss).  By  1970  most  of  those  businessel 
had  fallen  apart;  Cole  National's  hosl 
stores  were  quitting  downtown  for  suh 
urban  stores  too  small  to  justify  a  li 
censed  key  or  optical  shop;  and  the  com 
pany's  profits  were  down  by  half. 

It  was  a  close  call.  Joe  Cole,  himself 
seat-of-the-pants  operator  whose  colleg; 
schooling  consisted  of  a  couple  of  semes 
ters  at  Ohio  State  and  night  school  ill 
Cleveland,  brought  into  the  managemen 
a  pack  of  M.B.A.s.  They  included  his  sol 
Jeffrey  A.  Cole  (now  treasurer),  plu| 
President  Sells  and  half  a  dozen  others 
They  managed  to  rid  the  company  of  it) 
poorer  diversifications,  prevent  Joe  Colli 
from  making  any  more  bad  moves  anoi 
get  the  company  back  to  its  special  serj 
vice  orientation.  Today  Cole  National 
gets  about  40%  of  its  sales  from  optical 
products  and  around  20%  each  from  key! 
and  personalized  gifts.  Its  Craft  Showi 
case  chain  (13.5%  of  sales)  runs  41  shopi 
ping  mall  stores  offering  art,  craft  an<i 
hobby  supplies  and  instructions.  Its  latl 
est  addition,  a  baked-while-you-wai 
cookie  chain,  accounts  for  5%  of  sales. 

The  Cole  family  controls  25%  of  the 
company's  stock,  which  has  minimizec 
any  threat  of  takeover.  Last  month  the 
company  agreed  to  sell  for  $25  a  share 
($10  above  the  recent  market)  400,000 
shares  of  new  stock — 14.5%  of  the  out 
standing,  when  the  transaction  is  com] 
plete — to  Dutch  retailer  Vroom  em 
Dreesmann  B.V.  But  Joe  Cole  confides 
quickly,  "We  are  going  to  vote  theii 
stock.  This  is  going  to  give  me  more 
control,  not  less."  That  is  Cole's  side  o| 
the  story.  Sells  says  it's  more  like  an 
agreement  that  Dreesmann  can't  sell  out 
from  under  Cole. 

So  two  worries  face  the  company's 
bevy  of  M.B.A.s.  The  first  is  how  to 
exploit  their  obvious  chance  to  build  a 
new  -service-centered  retail  empire: 
Quite  apart  from  expanding  via  Sears  and 
other  chains,  Cole  is  now  in  less  than 
half  of  the  large  (over  700,000  square  feet) 
U.S.  shopping  malls  it  wants  to  enter. 

The  second  worry  is  keeping  a  tight 
rein  on  Joe  Cole's  expansive  tendencies 
and  generous  ($325,500  last  year)  com- 
pensation. Lighting  a  Dunhill  cigar  at  the 
Palm  Beach  Country  Club,  Joe  Cole  says 
grandly:  "We  are  going  to  be  a  billion- 
dollar  company  by  1985."  Both  President 
Sells  and  Jeff  Cole  wince  visibly  across 
the  table.  Cole  smiles.  "Well,"  he  say^, 
"maybe  $500  million."  ■ 
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When  was  the  last  time 
your  family  had  a  reunion? 


When  was  the  last  time  you  had  a  friendly  argument 
with  your  Uncle?  Or  tasted  Grandma's  apple  pie? 

Last  Sunday?  Last  year?  Too  long  ago? 

Then  maybe  it's  time  you  rediscovered  the  family  spirit. 
And  the  chance  to  share  the  joys  that  are  unique  to 
each  American  family. 

At  USLIFE  Corporation,  we  strongly  believe  in  the 
spirit  of  the  family.  After  all,  countless  American  families 
have  made  USLIFE  what  it  is 
today — one  of  the  biggest  life 
insurers  in  the  country.  We  also 
provide  families  across  America 
with  everything  from  consumer 


credit  to  savings  plans  and  title  insurance.  In  fact,  with 
ten  life  insurance  companies  and  various  other  financial 
services  companies  in  our  organization,  you  might  say 
USLIFE  is  a  family,  too.  A  family  of  companies. 

Let  the  USLIFE  family  insure  the  strength  of  your 
family.  Just  look  for  the  USLIFE  Company  where  you  live. 

And  why  not  make  plans  for  your  family's  get-together 
soon.  You  may  have  the  time  of  your  life. 


USUFE  CORPORATION 

125  Maiden  Lane.  NY.  N  Y  10038 


IKLIFE 

life  is  a  family  affair 


OUR  FAMILY  OF  COMPANIES 

Sooner  Life 


The  United  States 
Life  Insurance  Company 

USLIFE  Life  Insurance 
Company  of  California 
USLIFE  Credit  Life 
Great  National  Life 
Old  Line  Life 
All  American  Life 
General  United  Life 
Lincoln  Liberty  Life 


Security  of  America  Life 

USLIFE  Credit  Corporation 

USLIFE  Savings 
and  Loan  Association 

USLIFE  Title  Insurance 
Company/Dallas 

USLIFE  Title  Insurance 
Company/New  York 


EATON  MEANS 
ADVANCED  TECHNOIjOGY 
FOR  INDUSTRY 


Energy-saving  solid-state  electronic  igniter  for  gas  appli- 
ances, developed  by  Eaton  engineers,  replaces  the  tradi- 
tional pilot  light,  eliminating  gas  wastage  during  periods  of 
non-use.  The  combination  of  range  top  and  oven  igniters . 
provides  energy  savings  up  to  30%.  Another  example  of 
Eaton  technology  at  work  for  the  benefit  of  customers.  For 
further  information  write:  Eaton  Corporation,  100  Erieview 
Plaza,  Cleveland,  Ohio  441 14. 


DURING  THE  PAST  FIVE  YEARS,  EATON: 

:       Spent  over  $1  billion  qn  research,  ' 
development  and  expansion  ' 

introduced  over  1 ,000  new  products  or 
major  improvements  to  existing  products 

.....  :  •  ■ 

Entered  the  electronics  industry  in  a 
substantial  way 

Almost  doubled  annual  sales,  to  more 
than  S3  billion   ./',  ■ 

Increased  annual  earnings  at  a  compound 
average  annual  rate  of  more  than  12% 

...  at  Eaton,  the  use  of  technology 
means  increased  customer  satisfaction. 
And  corporate  growth. 


RON  NEVISON  KNOWS  MORE  ABOUT  MUSIC 

THAN  3M  DOES. 
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M'S  WHY  WE  LISTEN  TO  HIM. 
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Few  people  understand  their 
joo^ig;  well  as  Ron  Nevison. 
That'f^hy,  when  he  talks  about  it, 
3M  liJT 


In fira^rit  years,  Ron  has 
produced  &}d  engineered  Led 
Zepplin,  Jefferson  Starship  and 
Dave  Mason,  aiTupng  other 
contemporary  stars. 


Today,  top  music  producers 
like  Ron  inspire  exciting  break- 
throughs at  3M.  Like  3M  Digital 
Mastering  Systems  that  provide 
greater  clarity  with  stunning 
presence.  And  when.still  further 
advances  are  required,  Ron 
Nevison  will  be  among  the  first  to 
know. 


By  listening  to  him,  3M  can 
create  more  ingenious  products 
for  practical  use.  And  that's  our 
job.  At  3M,  listening  is  more  than 
just  good  philosophy.  It's  vital  to 
our  future. 

3M  HEARS  YOU 


Tm  kind  of  a  folk  hero, '  says  Mike  Wright, 
etired  boss  of  Exxon  Co.,  U.S.A.  He  sure  is. 


Cameron  Iron: 
what  Wright 
hath  wroilght 


By  Tedd  A.  Cohen 


■  n  1977,  a  year  after  his  retirement 
as  head  of  Exxon  Co.,  U.S.A.,  M.A. 
i  (Mike)  Wright  received  a  call  from  a 
ember  of  the  board  of  Cameron  Iron 
orks,  Inc.,  the  famed  Houston  manu- 
;turer  of  oil  tools.  Cameron's  president 
id  departed  unceremoniously  and  the 
mpany  was  heading  for  a  serious 
jmp.  Earnings  that  fiscal  year  would 
op  a  full  third,  and  Cameron's  stock 
d  fallen  almost  50%  in  two  years, 
ould  Wright  lend  a  hand? 
After  three  years  of  tremendous  boom, 
:shore  drilling  was  dropping.  The  im- 
irtant  ball-valve  division  had  wound  up 
5100  million  Soviet  order  with  nothing 
§  to  replace  it.  All  told,  that  meant 
>dng  off  1,000  employees. 
Lend  a  hand?  Wright  would  do  more 
an  that.  "I  told  them,"  he  says,  in  his 
iet,  almost  shy  manner,  "they  needed 
meone  who  could  come  in  here  and 
/e  these  people  a  feeling  of  confidence 
at  Cameron  was  going  to  be  here  a  long 
ne."  Cameron's  board  asked  Wright  if 
would  take  the  job.  Wright  accepted. 
It  was  a  miracle  of  timing.  By  the  end 
his  first  fiscal  year  in  June  1978,  Cam- 
m  had  recouped  the  previous  year's 
mings  decline  and  net  income  stood  at 

7  million,  revenues  at  $462  million, 
rnings  for  fiscal  1979  jumped  24%,  to 

8  million,  or  $5.90  a  share,  on  18% 
?her  revenues  of  $546  million.  Return 

equity  has  averaged  23.7%  over  the 
st  five  years,  well  above  the  industry 
?dian  of  16.2%. 

Wright  is  too  old  and  savvy  a  hand  to 
<e  the  credit:  As  he  points  out,  the  oil 
al  market  picked  up  as  drilling  recov- 
:d.  Still,  give  credit  where  credit  is  due. 

restoring  confidence  to  the  employ- 
s — that  is,  by  convincing  all  hands  that 
sellout  was  not  in  the  cards — Wright 
rtainly  helped  put  Cameron  in  a  posi- 
>n  to  take  maximum  advantage  of  the 
turn. 

Cameron's  business  traces  back  to  the 


early  1900s  when  Texas  oil  driller  James 
S.  Abercrombie  went  to  see  a  local  ma- 
chinist named  Harry  Cameron,  who  had 
a  reputation  for  being  able  to  build  any- 
thing. Abercrombie  wanted  a  device  to 
prevent  his  wells  from  blowing  out  and 
catching  fire;  using  a  stick  in  the  dirt,  he 
drew  a  picture  of  a  device  he  thought 
would  do  the  job,  and  Cameron  built  it. 
In  1920  Abercrombie  and  Cameron 
formed  the  company  to  make  it. 

Today  Cameron's  blowout  preventers 
set  the  industry  standard,  and  oil  tools 
are  the  backbone  of  the  company's  busi- 
ness, accounting  for  63%  of  sales  and 
69%  of  pretax  profits.  Cameron  has 
seized  and  held  that  market  share 
against  the  likes  of  such  far  bigger  com- 
panies as  Armco,  Combustion  Engineer- 
ing and  NL  Industries. 

One  of  Cameron's  advantages  is  that  it 
is  completely  integrated.  Unlike  com- 
petitors who  must  buy  castings  and  forg- 
ings  from  outside,  Cameron  makes  its 


own  steel  and  designs,  manufactures  and 
markets  its  own  equipment.  iMuch  of 
what  it  makes  is  custom  work,  like  oil- 
field "Christmas  trees" — weird-looking 
assemblies  of  valves  hooked  together  to 
control  the  flow  of  oil  and  gas  from  a 
producing  well.  All  Cameron  equipment 
is  installed  under  the  beady  eye  of  the 
company's  own  inspectors  and  then 
watched  over  by  one  of  the  best  service 
organizations  in  the  business. 

A  company  sitting  on  top  of  an  impor- 
tant part  of  oil  drilling  would  seem  to 
have  it  made.  But  Mike  Wright,  taking  a 
long-term  view,  sees  problems  ahead: 
What  happens  when  exploration  possi- 
bilities become  exhausted  and  drilling 
dies  down?  So  Wright  is  looking  to  his 
forged-products  division,  now  23%  of 
sales  and  pretax  profits,  for  Cameron's 
future.  Forged  products  is  currently  rid- 
ing the  aerospace  boom.  It  makes  jet 
engine  turbine  forgings  and  other  com- 
ponents and  sells  them  to  Rolls-Royce, 
United  Technologies'  Pratt  &  Whitney 
division  and  General  Electric.  With  over 
$300  million  in  backlogs,  Cameron  is 
booked  solid  for  two  years,  and  some  $25 
million  in  new  orders  comes  in  monthly. 

To  keep  pace  with  growing  demand  for 
forged  products,  Wright  is  spending  $75 
million  for  expansion,  research  and  de- 
velopment, and  plant  improvements  ex- 
pected to  be  completed  this  summer.  He 
is  paying  for  it  entirely  out  of  cash  flow 
and  two  five-year  bank  loans. 

Just  as  Wright  has  capitalized  on  aero- 
space, he  figures  Cameron's  technology 
and  manufacturing  skills  can  lead  it  to 
new  opportunities.  Just  where,  he's  not 
exactly  sure,  but  he  knows  what  he 
wants.  "I  was  talking  to  some  people  at 
Timken  Co.  They  make  roller  bearings 
and  are  kind  of  like  us.  They  tell  me 
they've  gotten  their  business  to  where 


Cameron  Iron  Works  Chairman  Mike  Wright 

Even  after  "retirement,"  a  good  solid,  business  success  beats  tennis. 


RBES,  FEBRUARY  4,  1980 


89 


they  have  no  more  than  10%  of  their 
market  in  any  one  industry.  I  don't  ex- 
pee  t  to  do  that,  but  I'd  like  to  see  us  in  a 
broader  market." 

He's  not  ruling  out  aequisitions,  ei- 
ther. He  first  thought  about  them  three 
years  ago,  but  decided  to  expand  inter- 
nally first.  He  is  looking  for  specialty 
manufacturers  with  established  markets. 

Probably  no  one  is  prouder  of  what 
Mike  Wright  has  done  in  assuring  Cam- 
eron's continued  independence  than  Jo- 
sephine E.  Abererombie,  daughter  of  the 


company's  founder.  She  owns  about  9% 
of  the  common  stock  and  has  a  say  in 
another  51%  that  was  left  in  an  irrevoca- 
ble trust  for  the  benefit  of  the  Texas 
Children's  Hospital  in  Houston.  Jose- 
phine Abererombie  isn't  involved  in  day- 
to-day  operations,  but  she  had  a  major 
voice  in  selecting  Mike  Wright  and  she  is 
firmly  committed  to  keeping  her  late 
father's  company  independent. 

Wright  himself?  He  will  be  69  in  April. 
In  excellent  health,  though,  he's  in  no 
hurry  to  take  up  tennis  as  a  full-time 


occupation.  Word  around  the  company 
that  Philip  Burguieres,  a  mechanical  en 
gineer  and  M  B. A.,  is  likely  to  succee 
him.  But  Burguieres  is  only  36.  Mear 
while  Mike  Wright  is  basking  in  corj 
tentment,  drawing  down  $1  million-pie. 
in  salary  alone  from  his  four-year  con 
tract.  "I  think  I  am  kind  of  a  folk  her 
among  my  peers,"  he  says,  "because  the 
say,  'Here's  a  guy  who  retired  and  rea 
went  out  and  took  a  full-time  workin 
job  and  things  have  turned  out  prett 
well.'  "Pretty  well?  ■ 


y 
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In  the  Hall  of  the  Molybdenum  Sheikh — AMAX — things  couldn't  be 
better  these  days,  thank  you.  He's  taking  steps  to  keep  it  that  way 


The  Sheikh  of 
Climax  mountain 


No  matter  how  fast  and  aggres- 
sively  we  try  to  diversify  away 
from  molybdenum,  it  grows  too 
fast  for  us  to  succeed."  Pierre  Gousse- 
land, CEO  and  chairman  of  AMAX,  is 
sitting  in  the  company  headquarters  at 
Greenwich,  Conn,  and  smiling  gleefully. 

This,  mind  you,  is  not  going  to  be  one 
of  those  stories  about  a  company  that 
wishes  to  heaven  it  had  never  diversified 
away  from  its  familiar  old  business.  Still, 
the  reason  Gousseland  is  gloating  is  that 
his  original  business  does  even  better 
than  his  diversification — and  that's  say- 
ing plenty. 

AMAX  has  just  come  off  a  super  year. 
Sales  topped  $2.5  billion,  up  43%.  Prices 
tor  most  of  the  enormously  diversified 
minerals  his  company  mines  went 
through  the  roof,  as  did  earnings,  to  an 
astonishing  $6.14  a  share  from  the  pre- 
vious year's  $2.64,  well  above  the  peak  of 
$3.32  in  1974.  That's  $330  million  after 
tax,  a  sum  worthy  even  of  an  Arab  prin- 
celing, and  a  return  on  equity  of  a  gratify- 
ing 17.5%.  "This  year,  even  nickel  made 
money,"  says  Gousseland  with  an  air  of 
wonder.  So  did  lead,  zinc,  tungsten,  cop- 
per, aluminum,  potash,  iron  ore  and  the 
new  oil  and  gas  businesses.  The  disap- 
pointment was  coal,  of  which  AMAX  is 
the  third-largest  U.S  producer,  but 
AMAX  hardly  noticed  that  with  all  the 
othei  things  it  had  going  for  it. 

Yet  molybdenum  and  AMAX'  role  as 
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the  Saudi  Arabia  of  the  molybdenum 
business  are  still  the  real  heart  of  Gousse- 
land's  giant  company,  based  upon  the 
mountain  of  moly  at  Climax,  Colo. 

AMAX  produces  nearly  half  of  the 
noncommunist  world's  moly  supply  (the 
Reds  are  serious  net  importers  of  the 
stuff),  and  that  gives  AMAX  enough  mar- 
ket weight  to  have  a  heavy  influence  on 
events.  Moly  goes  mostly  into  key  mate- 
rials: stainless  steel  and  other  alloys  with 
such  high-tech,  high-demand  end  uses  as 
jet  engines  and  oil  pipelines.  Last  year 
AMAX  sold  all  the  moly  it  could  current- 
ly produce — about  90  million  pounds — 
for  some  $600  million,  netting  some- 
thing like  $180  million,  or  nearly  30% 
after  tax. 

Last  year  was  probably  a  cyclical  high 
for  most  metals,  suspiciously  like  the 
temporary  peaks  on  the  eves  of  the  past 
three  recessions.  Already,  the  first  signs 
of  a  general  metals  slide  have  appeared. 
American  aluminum  producers  (Alumax, 
AMAX'  joint  venture  with  Mitsui,  is  the 
fourth-largest  integrated  U.S.  producer) 
report  that  demand  is  softening.  Copper 
had  started  backing  off  from  its  highs 
before  it  was  swirled  up  in  the  recent 
buying  panic  in  "monetary"  metals. 
Lead  is  hurtling  downward  as  temporary 
shortages  turn  into  a  glut.  Zinc  producers 
have  been  cutting  production.  (Lead, 
copper  and  zinc  contributed  a  quarter  of 
AMAX'  1979  profits.)  Only  nickel,  a  mi- 
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nor  product  for  AMAX,  and  iron  ore  an 
holding  up  well — so  far. 

Yet  Ron  Shorr,  metals  analyst  at  Bear 
Stearns,  predicts  a  modest  earnings  rise 
to  $6.45  in  a  recession  year. 

Ah,  molybdenum!  How  the  raone) 
rolls  lushly  in.  It's  not  merely  becaust 
important  end  markets  will  probabl) 
skip  the  recession,  but  also  becausfl 
AMAX  has  long  arranged  its  affairs  trj 
keep  things  going  that  way  for  itself 
Right  now,  for  example,  other  U.S.  pro 
ducers  charge  about  $9.50  per  pound  trj 
their  (mostly  long-term)  customers.  The 
spot  market,  affected  by  a  six-month 
strike  at  one  important  competitor  and  a 
mine-destroying  landslide  at  another, 
shot  up  as  high  as  $28  per  pound  last  year 
and  is  currently  around  $14.  Through  all 
this,  AMAX  charged  its  regular  U.S.  cus 
tomers  just  $5.55  to  $7.50.  You  can  see 
why  analyst  Shorr  doesn't  think  a  reces 
sion  will  nick  AMAX'  moly  profits;  if) 
competitors  cut  prices  by  20%  or  more 
AMAX  would  still  be  underselling  them 

You  can  see  what  we  mean  about 
AMAX  being  the  Saudi  Arabia  of  moly 
Saudi  Arabia  is  habitually  the  conserva 
tive  on  price  in  OPEC,  as  AMAX  is  in 
moly.  The  Saudis  have  the  long  term  to 
think  about;  they  don't  really  need  more 
current  dollars  and  they  don't  care  to 
force  permanent  conversion  to  other  en- 
ergy sources  any  faster  than  necessary 
Meanwhile,  smaller,  impecunious  OPEC 
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□odiums  go  for  every  current  buck  they 
in  extort. 

Now  AMAX:  "Moly  has  a  historical 
owth  rate  of  6%  to  7%,"  says  Gousse- 
nd,  explaining  his  price,  "and  we  have 
»  protect  that  growth  rate.  If  we  raise 
le  price  too  high,  our  customers  will 
constitute  alloys  with  competing  met- 
s  like  columbium,  zirconium  or  nickel, 
nee  they  make  such  a  shift  away  from 
lolybdenum  they  won't  want  to  shift 
ick.  It  is  essential  that  we  guarantee 
lem  reliable  supplies  at  relatively  reli- 
ile  prices." 

On  the  other  hand,  significant  moly 
ipplies  come  from  copper  producers,  for 
horn  it  is  a  by-product.  They  are  willing 
i  sell  it  for  whatever  it  will  fetch.  Chile, 
big  source,  is  so  desperate  for  foreign 
xhange,  it  too  usually  goes  for  current 
)llars. 

Gousseland  currently  has  three  big 
oly  projects  announced  for  the  1980s. 
)gether,  they  dovetail  nicely  with  that 
Ya  secular  growth  rate — they  mean 
MAX  is  undertaking  to  supply  all  the 
:mand  growth  it  anticipates.  There  are 
ts  of  potential  new  mines  along  the 
ine  of  mountains  running  from  Alaska 
>wn  both  Americas  to  the  tip  of  Chile, 
ong  which  most  of  the  world's  minable 
oly  is  found.  Gousseland  has  no  inten- 
3n  of  making  it  easy  for  competitors  to 
lock  off  a  piece  of  this  nicely  growing 
arket.  "We  announce  projects  and  say 
hat  they  will  produce  and  when,"  he 
plains  regally.  "Then  other  people  can 
ake  their  own  judgments.  We  hope 
ey  will  be  reasonable."  This  is  no  idle 
oblem:  Already  Anaconda  has  an- 
mnced  a  new  mine  that  would  alone 
oduce  12  to  15  million  pounds  a  year, 
:arly  8%  of  current  (noncommunist) 
□rid  production,  and  others  are  known 

be  looking  hard  at  other  sites.  Collec- 
/ely,  they  could  foolishly  create  a  glut 

the  mid-Eighties,  if  left  to  themselves. 
Gousseland  started  with  the  company 

a  molybdenum  salesman  in  Europe  in 
»48  and  rose  through  the  marketing 
nks  to  take  over  the  moly  side  of  the 
isiness  in  1970.  Just  as  he  got  there, 
oly  started  sliding  from  grace.  The 
oblem  was  that  the  General  Services 
iministration,  which  had  an  enormous 
□ckpile  of  this  very  strategic  material 
ft  over  from  the  cold  war  of  the  Fifties, 
:gan  selling  it  off  as  fast  as  the  market 
ould  take  it,  effectively  controlling  the 
ice  at  around  $1.70  a  pound. 
To  AMAX  this  was  like  $3.50-a-barrel 
1;  the  company  could  make  money  at 
at  price,  but  not  very  much,  and  less  as 
flation  pushed  costs  up  against  the 
eady,  GSA-dictated  price.  But  while 
hers  gave  up  on  moly,  Gousseland 
ished  for  a  big  new  investment  in  a 
lge  but  efficient  mine  in  Colorado  that 
□uld  increase  AMAX  capacity  75%. 
In  1975  the  turn  came.  The  last  GSA 
oly  was  sold  the  next  year  and  the  price 


AMAX  CEO  Pierre  Gousseland 

"We  just  cant  keep  up  with  moly." 

started  rising.  So  did  moly's  contribution 
to  AMAX  pretax  profits,  from  a  low  15% 
in  1974  to  21%  in  1975,  then  to  37%  in 
1976,  41%  in  1977  and  49%  in  1978. 

He's  still  interested  in  diversification. 
AMAX'  unsuccessful  attempt  to  acquire 
Rosario  Resources,  initially  offering  $340 
million  (until  Hudson  Bay  Mining  offered 
$403  million),  would  have  put  it  squarely 
into  gold  and  silver.  He  dropped  a  small 
forest  products  operation  last  year — "not 
big  enough  to  be  viable" — but  moved 
further  into  oil.  He  sees  the  coal  opera- 
tion turning  around — eventually — and 
someday  doing  extremely  well.  "We  see 
impending  shortages  of  almost  all  natur- 
al resources,"  he  says.  Gousseland  per- 
mits himself  another  smile. 

But  maybe  his  smartest  move  was  per- 
suading giant  Standard  Oil  of  California 


to  become  AMAX'  white-knight-in-ad- 
vance in  1975.  AMAX'  stock  had  begun 
selling  below  book  value  and  the  com- 
pany was  vulnerable  to  takeover.  SOCal, 
eager  to  diversify  into  natural  resources, 
agreed  to  pick  up  5.9  million  new  shares, 
giving  it  (after  a  3-for-2  split)  20%  of 
AMAX'  53  million  common  shares,  and 
rendering  an  unfriendly  takeover  almost 
impossible.  But  when  SOCal  proposed  a 
total  takeover,  Gousseland  politely  told 
the  big  oil  company  to  take  a  walk;  din- 
ner yes,  bed  no.  SOCal,  unwilling  to  be 
accused  of  rape,  backed  off.  Lately 
AMAX  has  been  adding  oil  and  gas  busi- 
nesses giving  it  more  "antitrust"  de- 
fense. SOCal  does  have  consolations:  Its 
nearly  10  million  shares  have  gone  up  a 
third  and  the  oil  company  has  a  paper 
profit  of  at  least  $112  million.  ■ 
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A  business-bashing  rider  to  the  Bankruptcy 
Tax  Act  almost  made  it  through  Congress 
without  solvent  companies  even  noticing. 


What  big  teeth 
you  have,  Grandma 


Numbers  Game 


It  sounds  like  just  another  piece  of 
legislative  tinkering:  the  Bankruptcy 
Tax  Act  of  1979.  But  appearances  are 
deceiving. 

In  fact,  the  story  of  the  act  is  a  cliff- 
hanger  complete  with  outraged  accoun- 
tants, a  ravenous  Treasury  Department 
and  compliant  congressmen.  But  most 
important — in  spite  of  the  bill's  mislead- 
ing name — it  has  far-reaching  conse- 
quences for  many  companies,  both  sol- 
vent and  insolvent.  And  hardly  anybody 
has  noticed. 

If  the  bill  passes  in  its  current  form, 
here  is  basically  what  will  happen:  Sol- 
vent companies  will  have  to  pay  income 
taxes  on  the  profits  made  when  they  buy 
back  their  own  bonds  at  a  discount. 
Companies  being  reorganized  will  lose 
other  crucial  tax  allowances. 

It  all  began  innocently  enough  around 
nine  years  ago  when  Congress  decided  to 
rewrite  the  nation's  bankruptcy  laws, 
which  had  been  in  effect  since  the  early 
Thirties.  The  result:  a  bill  called  the 
Bankruptcy  Reform  Act  of  1978.  (Please 
note,  no  mention  of  the  word  "tax"  in 
that  act.)  The  Bankruptcy  Act  wiped  out 
all  prior  legislation  dealing  with  bank- 
ruptcy and  started  from  scratch.  It  took 
effect  Oct.  1,  1979. 

Just  one  little  problem:  This  act  didn't 
deal  with  the  problems  of  taxation  in 
bankruptcy.  Which  means  that  since 
Oct.  1  of  last  year,  the  U.S.  has  had  no 
tax  laws  for  new  bankruptcies.  So  Con- 
gress has  been  speedily  working  to  com- 
plete the  Bankruptcy  Tax  Act  of  1979  to 
fill  the  gap. 

At  the  last  moment,  the  Treasury  De- 
partment decided  to  pull  a  fast  one.  Why 
not  squeeze  out  a  little  extra  revenue?  At 
Treasury's  behest,  Representative  Ken- 
neth Holland  (D-S.C.)  sneaked  in  an 
amendment  designed  to  nick  entirely 
solvent   corporations.    Here's   how  it 


would  work:  Let's  say  a  company  issued 
$1  million  in  bonds.  Let's  say  the  inter- 
est rate  was  6%.  You  know  where  6% 
long-term  bonds  are  selling  today — like, 
at  70  cents  on  the  dollar.  Companies 
with  such  bonds  outstanding  can  pay  off 
their  debts  with  70-cent  dollars — provid- 
ing they  can  spare  the  cash.  It's  a  low- 
cost  way  to  improve  the  balance  sheet 
with  no  tax  consequences;  to  avoid  re- 
porting the  30-cent  difference  as  income 
you  simply  write  down  any  asset — in 
practice,  usually  stock  holdings  in  a  sub- 
sidiary— by  an  equivalent  amount. 

This  miffed  the  Treasury,  however, 
and  the  new  bill  would  get  the  tax  collec- 
tors a  piece  of  the  action;  the  "gain" 
would  be  taxed  at  full  corporate  rates  as 
ordinary  income.  Argued  one  Treasury 
release:  "Our  studies  convince  us  that 
solvent  taxpayers  are  obtaining,  for  no 
good  reason,  the  benefits  of  tax  deferral 
in  an  amount  which  we  estimate  equals 
about  $500  million  a  year.  Now  is  the 
time  to  end  this  unjustified  tax  subsidy 
to  solvent  taxpayers." 

Tax  subsidyl  That's  the  old  statist  idea 
that  the  government — the  crown — owns 
your  income  and,  in  its  generosity,  lets 
you  keep  some  of  it.  If  it  isn't  taxing  you, 
it  is  subsidizing  you. 

Unfortunately  for  the  Treasury,  some 
folks  who  don't  quite  look  at  things  that 
way  got  wind  of  what  was  going  on. 
Several  CPAs,  notably  Ernst  &  Whin- 
ney's  highly  respected  partner  David 
Berenson,  raised  a  clamor  over  the  Hoi- 
land  amendment  and,  subsequently,  the 
entire  bill.  Berenson:  "In  many  ways 
these  so-called  profits  which  will  be 
taxed  are  not  true  profits  but  only  the 
result  of  changing  interest  rates  and  in- 
flation. What's  more,  they  are  not  cash 
profits.  Historically,  we  have  only  taxed 
profits  in  hand,"  he  says,  rubbing  thumb 
and  forefinger  together  in  the  age-old 
marketplace  gesture.  "In  this  case  it  is 
only  a  paper  profit." 

Berenson  also  finds  major  flaws  with 
the  sections  of  the  bill  dealing  with  com- 


panies in  reorganization.  "The  conflict 
arises  between  bankruptcy  policy,  which 
is  rehabilitative,"  he  explains,  "and  tax 
policy,  which  is  revenue  producing." 
Which  is  to  say  that  under  the  new  law 
we'll  be  draining  blood  from  a  bunch  of 
barely  living  turnips. 

Here's  one  way  in  which  that  will  hap- 
pen: Let's  say  a  company  in  reorganiza- 
tion convinces  its  creditors  to  knock  40 
cents  off  dollars  owed.  So  instead  of  re- 
paying $10  million  in  debt,  say,  it  will 
repay  $6  million.  The  new  bill  would 
require  that  the  $4  million  of  forgiveness 
cancel  out  (until  the  $4  million  is  entirely 
offset)  carryforwards  of  operating  tax 
loss,  investment  tax  credits,  new  job 
credits  and  capital  loss,  and  finally  (if 
there's  anything  left),  assets. 

The  logic  behind  this,  in  bankruptcy 
law  lingo,  is  that  companies  in  reorgani- 
zation are  entitled  to  a  "fresh  start"  not  a 
"head  start."  That  is,  since  they  were 
not  required  to  pay  part  of  their  debt, 
they  should  not  be  allowed  to  use  that 
part  as  a  loss  for  tax  purposes. 

Sounds  good  in  theory.  But  in  practice, 
don't  we  want  to  do  anything  we  can  to 
help  a  bankrupt  company  get  back  on  its 
feet  after  reorganization?  Says  Myron 
Sheinfeld,  a  Houston  bankruptcy  attor- 
ney, "That  policy  would  be  disastrous!  It 
penalizes  not  only  the  company,  it  penal- 
izes the  creditor,  who  never  does  get  the 
damn  money." 

There  are  a  number  of  other  wrinkles 
in  the  act  which  are  potentially  hazard- 
ous. For  example,  if  a  reorganized  com- 
pany pays  off  its  creditors  with  stock, 
and  the  value  of  the  stock  is  less  than  the 
debt — whammo! — another  obligation  to 
be  deducted  from  the  company's  various 
tax  credits  and  offsets. 

Fortunately,  enough  controversy  was 
fostered  by  the  bill  to  have  it  thrown 
back  into  subcommittee.  Any  changes 
will  have  to  be  made  quickly,  because 
Congress  can't  leave  bankruptcy  tax  laws 
in  limbo  much  longer.  Not  with  over 
18,000  bankruptcies  filed  each  month. 

Doubtless,  Congress  will  come  up  with 
some  sort  of  compromise  for  both  sol- 
vent and  insolvent  companies  that  will 
please  no  one  but  satisfy  enough  people 
to  pass.  One  suggested  solution  would 
allow  the  solvent  companies  to  continue 
excluding  the  bond-buyback  "profit" 
from  income,  but  force  them  to  reduce 
depreciable  assets  by  a  like  amount  so 
that  the  government  would  see  the  mon- 
ey, eventually. 

Reorganized  firms  may  be  allowed  to 
select  which  tax  attributes  their  forgiven 
debt  would  reduce.  So,  if  a  firm  expects 
to  see  profits  quickly,  it  could  reduce  its 
asset  base  first.  Even  so,  the  net  result 
would  be  less  depreciation,  higher  in- 
come, and  thus  lower  carryforwards  than 
under  the  old  law.  The  IRS  still  wins.  The 
poor  businessman  can't  even  go  broke  in 
peace  these  days.— Richard  Greene 
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What  J&H  doesn't  know  about  London, 

Willis  Faber  does. 


J&H  serves  more  leading  multinationals  than  any 
other  insurance  broker.  One  of  the  key  reasons  is  our 
unparalleled  record  of  international  cooperation  with 
Willis  Faber  &  Dumas. 

While  other  American  brokers  still  seek  a  stable 
relationship  in  the  vital  London  market,  we  are  entering 
our  88th  year  of  exclusive  association  with  this  esteemed 
British  broker. 

The  strength  of  Willis  Faber  is  just  one  example 
of  the  resources  J&H  can  call  upon  to  uncomplicate  the 


most  complex  international  risk  management  problems. 

In  addition  to  having  more  of  our  own  people 
overseas  than  any  other  broker,  J&H  can  add  the  global 
strength  of  our  71 -office  network  of  exclusive  broker 
correspondents. 

Now  you  know  why  30  of  the  top  100  companies 
have  J&H  as  their  principal  international  broker.  And 
another  15  have  us  on  the  team.  And  why  J&H  serves 
nearly  30  percent  of  the  rest  of  the  Fortune  500. 

The  way  J&H  works  makes  a  world  of  difference. 


Johnson  Higgins 

The  private  insurance  broker.  \Ne  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


What's  the  difference  between  Cuisinart  and 
its  many  competitors?  A  slightly  better  product 
and  immensely  superior  marketing. 


You've  got  to  blow 
your  horn 


Carl  G.  Sontheimer  has  been  so 
successful  as  the  inventor  and 
marketer  of  the  Cuisinart  food- 
processing  machine  that  he  is  about  to 
run  into  some  serious  problems  with  his 
Cuisinarts,  Inc.  For  one  thing,  the  suc- 
cess of  the  $250  kitchen  gadget  has 
brought  some  formidable  competitors 
into  the  market.  General  Electric,  Sun- 
beam, Waring,  Moulinex  and  the  rest 
may  not  yet  be  doing  as  well  as  Cuisinart 
but  they  know  the  appliance  merchan- 


dising game  well,  and  unless  Sontheimer 
makes  some  more  of  the  kind  of  right 
moves  he  has  been  making,  they  will 
almost  certainly  cut  deeply  into  his  sub- 
stantial market. 

These  days,  with  sales  last  year  of 
around  $80  million  and  a  net  profit  of 
maybe  $3  million,  Cuisinart  is  getting  to 
the  point  where  it  can't  be  run  like  a 
mom-and-pop  operation  anymore.  But 
that's  the  way  the  onetime  electronics 
physicist  and  his  wife  Shirley  still  run 


their  company.  Sitting  at  the  conferenc 
table  in  his  Greenwich,  Conn,  offiq 
Sontheimer  manages  to  involve  himse 
in  just  about  everything  that  happens 
the  company,  from  tasting  Cuisinai 
prepared  luncheon  meat  to  taking  pho: 
calls  about  advertising.  Clearly  he  hasn 
figured  out  yet  how  to  best  use  the  1<* 
people  that  now  comprise  his  compan 
As  he  sits  there,  talking  in  a  ramblin 
disorganized  way  about  food  processor! 
Mark  Twain  and  classical  mythology,  1 
concedes  that  he  doesn't  have  enoug 
good  management  people — certainly  n 
body  to  take  over  when  the  65-year-o 
inventor  decides  to  retire. 

How  can  he  be  so  offhand?  Isn't  h 
board  pressuring  him  to  face  up  to  th 
fact  that  you  can't  run  a  business  a\ 
proaching  $100  million  in  sales  the  wa 
you  can  run  a  corner  store?  The  answer 
that  Sontheimer  doesn't  have  such  prol 
lems.  He  and  Shirley  own  the  compan 
outright.  With  no  directors  or  stoc 
holders  to  hassle  them,  they  can  do 
not  do,  as  they  please.  Even  blow  the 
big  opportunity  if  it  pleases  them 

Make  no  mistake  though.  Sontheime 
a  former  group  vice  president  at  Adam! 
Russell,  Inc.,  is  a  helluva  marketing  man| 
Not  only  did  he  adapt  an  existing  restaij 
rant  kitchen  appliance  into  a  useful  nev 
household  product,  at  a  time  when  thi 


i  it 
hei 


X 
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Cuisinart's  Carl  G.  Sontimmer 

Mix  well  one  part  space-age  technology,  one  part  shrewd,  marketing  and  a  pinch  of  theatrics. 
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Young  people  learn  with  Mead  products  like  The  Organizer",  Data  Center*  Trapper-keeper",  Spiral8,  and  Big  Chief  ',  to  name  a  few 


More  than  45  million  students  go 
to  school  with  Mead  every  year. 
Which  is  why  we're  No.1  in  the 
school  supplies  market. 

While  Mead  products  make 
friends  early,  we  don't  stop  with 
school.  Our  new  expanded  Mead 
line  goes  on  into  colleges  and 
offices  at  home  and  in  business. 

How  did  Mead  get  to  the  top 
of  its  class?  By  coming  up  with 
new  products  like  The  Organizer® 
that  anticipate  customer  needs. 


By  providing  one-source  service 
to  retailers  so  they  can  manage 
their  inventories  effectively.  By 
consumer  promotion  that  makes 
the  Mead  brand  nationally  known. 

There  are  other  reasons.  Mead 
is  a  leader  in  forest  products.  Over 
the  last  10  years  we've  developed 
strategies  to  build  market  leader- 
ship and  reduce  costs.  Which  is 
good  for  our  customers  and  for  our 
shareowners,  too.  For  example, 
Mead's  dividends  paid  rose  from 


$.43  in  1973  to  $1.65  in  1979.  The 
current  annual  rate  is  $1.80. 

Our  return  on  shareowners' 
equity  of  18%  is  one  of  the  highest 
in  the  forest-products  industry. 

If  you'd  like  to  learn  more  about 
Mead's  performance,  write  Bruce 
Bedford,  VP,  Financial  Affairs, 
Mead,  Dayton,  Ohio  45463. 

(Tfeod 


Joe  Holland 
took  his  better  idea  to  the  top. 

(Now  we  save  money...  and  energy,  too.) 


Joe's  better  idea— turned 
in  as  a  suggestion  in  Bethlehem's 
1978  "Take  It  To  The  Top" 
program  — now  helps  us  do  a 
better  job  at  our  ship  repair 
yard  in  Boston,  Mass. 

By  offering  valuable 
awards,  Take  It  To  The  Top" 
encourages  employees  like  Joe 
to  tell  us  how  we  can  work 
smarter,  cut  costs,  and  improve 
productivity.  And  increasing 
productivity  is  one  way  to 
fight  Hation. 

Be  ;  r  ideas  save  money. 

During  our  1978  program, 
Bethlehem     iployees  turned  in 
more  than  9,000  ideas  for  work- 
ing smarter.  Over  the  next 


three  years,  we  expect  to  save 
more  than  $15  million  solely 
from  suggestions  generated 
by  that  campaign.  And  we 
expect  equally  as  good  results 
from  our  1980  program. 

People  in  government 
can  work  smarter,  too. 

When  you  get  right  down 
to  it,  deficit  spending  by  govern- 
ment is  the  chief  cause  of 
inflation.  We  need  to  take  better 
ideas  to  the  top  in  government, 
too.  We  need  to  keep  govern- 
ment aware  that  unfettered 
spending  must  be  brought  under 
control  — and  that  one  way  to 
check  inflation  is  to  make  our 
tax  dollars  more  productive. 

Let's  all  take  our 

better  ideas  to  the  top. 

Cutting  inflation  down  to 
size  is  everybody's  business. 
One  way  you  can  help  is  to  take 


Joe  Holland, 
who  works  at 
Bethlehem  s  Boston 
Ship  Repair  Yard, 
was  awarded  a 
new  car  for 
his  better  idea: 
a  method  for 
using  otherwise 
lost  heat  in 
powerhouse  boilers. 


your  own  better  idea  for  fight- 
ing inflation  to  someone  who 
can  do  something  about  it. 

That  someone  may  be 
President  Carter. .  .your  boss. . . 
your  governor. .  .your  represent- 
atives in  Congress...????? 

Your  idea,  like  Joe 
Holland's,  can  make  a  differ- 
ence. But  only  if  you  share  it. 


Bethlehem 

Working  Smarter 


BiTHi  Ehem 
ST  H 


erican  kitchen  already  seemed  gad- 
id  to  death  (consider  the  electric  can 
ner),  he  also  managed  to  create  a 
id  image  that  has,  thus  far,  done  very 
I  against  competitors.  Two  Christ- 
es  ago,  approximately  30,000  cus- 
ers  paid  full  list  price  for  a  Cuisinart 
:hine  and  got  nothing  at  the  time  but 
:mpty  box  and  a  promise  of  the  con- 
s  at  some  future  date, 
ight  now,  Sontheimer  is  doing  the 
e  kind  of  merchandising  with  a  new 
sinart  attachment.  Last  Christmas, 
could  pay  $60  for  a  certificate  enti- 
l  you  to  an  expanded  feeder  tube 
n  they  started  coming  off  the  assem- 
iine  in  January.  The  price  you  paid  for 
accessory,  which  allows  your  food- 
:essing  machine  to  handle  larger  to- 
oes  then  it  used  to,  is  just  about  what 
would  have  had  to  pay  for  an  entire 
hine  made  by  some  competitors, 
f  the  estimated  2.7  to  3  million  food 
essors  sold  in  the  U.S.  last  year,  GE 
ainly  accounted  for  more  of  the  unit 
ime.  But  Sontheimer's  dollar  volume 
at  least  as  large  as  GE's.  That's  be- 
>e  Cuisinart  has  held  on  to  the  top  of 
market:  Its  bestselling  model  retails 
1250  while  GE's  goes  for  only  $60. 
lough  Sontheimer  has  cut  prices  on 
r  models  of  his  French-built  proces- 
to  as  low  as  $120,  his  success  stems 
nly  from  his  ability  to  turn  small 
luct  differences  into  big  price  differ- 


ences. Essentially,  his  machine  does 
nothing  that  can't  be  accomplished  with 
other  appliances  and  kitchen  tools,  but 
does  it  more  conveniently  and  quietly. 
With  Cuisinart  he  created  a  whole  new 
price  category  of  small  kitchen  appli- 
ances— a  field  where  $20  to  $40  had  been 
the  top  price  previously. 

To  cash  in  on  what  has  to  be  a  kind  of 
gourmet  ego  trip,  Sontheimer  has  begun 
deliveries  of  what  may  well  be  the  ulti- 
mate kitchen  status  symbol,  a  $600  Cui- 


Sontheimer  created  a  new 
household  product  at  a  time 
when  the  American  kitchen 
seemed  gadgeted  to  death. 


sinart  with  a  more  powerful  motor  and 
larger  capacity.  He  also  uses  the  Cuisin- 
art name  on  a  line  of  stainless  steel  pots 
and  pans  that  sell  for  up  to  $140.  And 
lately  he  has  joined  the  crowd  with  yet 
another  big-ticket  kitchen  tool,  a  con- 
vection oven  with  a  glass  bubble  cover 
that  retails  for  $275.  Convection  baking 
is  old  hat  in  restaurants  and  bakeries,  but 
at  home  it  looks  like  another  salable  sta- 
tus symbol.  Sontheimer  answers  trade 
criticism  that  his  product  is  not  the  most 
functional  of  ovens  with  the  observa- 
tion: "Our  customer  will  buy  our  convec- 
tion oven  for  the  dramatic  aspect — to  see 


a   cake   rise   before   her   very  eyes." 

Sontheimer  has  managed  the  promo- 
tion and  publicity  to  the  point  where 
specialty  stores  like  Saks  Fifth  Avenue, 
Gumps  and  Neiman-Marcus,  which 
don't  usually  carry  appliances,  are  stock- 
ing Cuisinart.  An  electric  can  opener?  A 
toaster?  In  Neiman-Marcus?  Never.  But 
Cuisinart  is  something  else  again. 

Retailers  are  not  delighted  with  Son- 
theimer's technique  of  selling  empty 
boxes  and  certificates  and  then  deliver- 
ing merchandise  later.  Says  Dudley  H. 
Clark,  divisional  merchandise  manager 
at  Pittsburgh's  Home's  department 
store,  "I'm  not  questioning  that  it's  a 
successful  marketing  gimmick,  but  it's  a 
logistical  nightmare."  He  doesn't  like  it, 
but  he,  like  others,  is  doing  it  because  it 
sells  merchandise. 

Whether  his  products  remain  in  use  for 
very  long  after  they  are  bought,  or — like 
Monopoly  sets  and  video  games — fall 
into  disuse  three  weeks  or  so  after  they 
are  acquired,  doesn't  matter.  The  fact  is 
it  still  counts  for  a  lot  to  have  something 
named  Cuisinart  on  your  kitchen 
counter.  And  as  long  as  that  continues  to 
be  true,  Sontheimer  will  hold  his  own 
against  the  pack.  But  if  he  intends  to 
grow  beyond  his  present  comfortable 
business,  Sontheimer's  going  to  have  to 
build  a  company  that's  something  more 
than  a  mere  extension  of  his  own  voluble 
personality.  ■ 


That's  a  Butler  building?' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler,  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet.  they  also  give  you  all 
,the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397.  BMA  Tower  |f  f 
Kansas  Citv.  Mo.  64141.  «nf?j 


BUTLER 


Everybody  knows  that  a  lot  of  people  go 
lot  of  places  on  a  Greyhound  bus.  Over  56  mi 
last  year  alone. 

But  over  1 4  million  packages  also  went  ai 
for  the  ride  to  over  1 4.000  places,  most  of  whi< 
depend  totally  on  Greyhound  as  their  only 
package  express  service. 

And  that's  only  part  of  the  total  GreyhounBjp 
package 

Greyhound  also  feeds  America.  Our  Armi 
Division  is  the  nation's  number  one  producer  c 
bacon  and  number  two  seller  of  hot  dogs.  PIuj 


y 
■'I 

:  - 


We're  as  basic  to  America  as  a  sma  * 


hound  Food  Service  feeds  thousands  of 
leans  daily  under  contracts  with  everybody 
the  Air  Force  at  Lackland  to  the  work  force  at 
;ral  Motors. 

3reyhound  serves  our  personal  needs.  Our 
)rand  is  the  nation's  best-selling  deodorant 
and  a  leading  name  in  antiperspirants  and 
ipoos,  while  our  Tone  has  become  one  of  the 
popular  new  soaps  in  a  decade 
\ua  Greyhound  serves  our  corporate  needs, 
eader  in  capital  equipment  and  computer 


leasing,  Greyhound  leases  everything  from  trains 
to  the  railroads  to  jumbo  jets  to  the  airlines. 

Plus,  Greyhound  rents  cars,  writes 
insurance,  fuels  aircraft,  builds  display  booths 
and  generally  does  everything  from  hosting 
Las  Vegas  conventions  to  spinning  the  yarn  for 
Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  "the  omnibus  company"- 
an  almost  $5  billion,  diversified  corporation 
serving  America  in  a  hundred  basic  ways. 


Greyhound  Corporation  The  omnibus 


company. 


H.J.HCMZ  KCCPS  ADDMIG 
TOTH£  WORLD'S  TABLE. 


An  international  H.J.  Heinz 
makes  it  its  business  to  anticipate, 
produce  and  deliver  the  food  the 
world  wants  to  eat.  We  know,  for 
example,  that  Venezuelans  love 
Ketchup  on  their  steak,  Italian 
children  crave  chocolate  spread  on 
their  after-school  bread  and  the 
British  relish  their  oxtail  soup. 

In  the  past  year,  Heinz  has 
added  a  British  mushroom  concern, 
a  well-known  German  maker  of 
delicatessen  products  and  condi- 
ments and  Camargo  Foods, 
another  licensee  of  Heinz-owned 
Weight  Watchers  International, 
to  its  roster  of  growth  companies. 

That  Heinz  managers  have 
been  extraordinarily  successful 


in  picking  winners  is  reflected  in  the 
performance  of  Heinz  stock.  Divi- 
dends have  more  than  doubled  since 
1977. 

For  more  evidence  of  Heinz's 
financial  strength,  simply  walk 
down  any  grocer's  aisles,  here  or  in 


more  than  50  markets  abroad. 

Our  current  financial  results, 
shown  in  the  table  below,  point  to 
our  ability  to  sustain  such  growth. 

For  Heinz  share-  ttTWj** 
holders,  the  world's  Vauui? 
table  is  a  feast.  ©hworj  .Heinzc* 


Financial  Highlights 

(millions  of  dollars  except 
per  share  amounts) 


Twelve  Months  Ended 
May  2,     May  3, 
1979  1978* 


Six  Months  Ended 
Oct.  31,     Nov.  1, 
1979  1978* 


Sales 

Operating  Income 
Net  Income 

Per  Common  Share  Amounts: 
Net  Income 

Net  Income  (fully  diluted) 
Dividends 


$2,470.9   $2,159.4    +14.4%   $1,367.0      $1,155.9  +18.: 


214.7 
110.4 

4.80 
4.64 
1.85 


187.1 
99.9 


+  14.8 
+  10.5 


4.28  +12.1 
4.17  +11.3 
1.42  +30.3 


118.1 
81.6** 

3.58** 
3.42** 
1.05 


83.5 
42.8 


+41.! 


1.85 
1.79 

.85  +23. 


As  restated 


•Includes  the  effect  of  the  U.K.  tax  forgiveness  recorded  in  the  first  quarter  of  FY  1980,  amounting  to  $19.4  million  or  87  cents; 
(primary)  and  82  cents  a  share  (fully  diluted). 


Ticker  symbol:  HNZ.  For  copies  of  financial  reports,  write:  H.J.  Heinz  Company, 
Corporate  Public  Relations,  Dept.  FB,  Box  57,  Pittsburgh,  Pa.  15230. 


Statistical  Spotlight 


"here  life  after  Chapter  11?  Not  only  is  there 
%  but  in  some  companies,  resurrection. 

Bargains  in 
bankruptcy 


ed  to  be  every  investor's  dream  to 
1  early  on  the  next  Xerox  or  the  next 
oid.  That  dream  has  faded  before 
1  reality.  Perhaps  it  is  a  sign  of  the 
s  that  the  first  table  shows  some  of 
aitstanding  gains  the  stock  market 
produced  in  the  last  decade.  The 
i  ranged  from  425%  to  8,600%. 
it  stocks?  Hardly.  These  big  winners 
il  companies  that  went  bankrupt. 
:here,  then,  life  after  Chapter  1 1  ?  In 
/  cases,  no.  Some  companies  simply 
date  and  disappear.  Or  their  stock- 


holders and  junior  creditors  are  wiped 
out.  But  not  always.  Where  there  is  good 
new  management,  a  solid  core  of  assets 
and  a  fat  tax  shelter,  once-bankrupt  com- 
panies can  flourish  again. 

Interested?  We've  prepared  some  ta- 
bles. The  first,  of  course,  shows  a  handful 
of  securities  that  have  made  spectacular 
recoveries  after  a  bout  in  bankruptcy 
court;  it  shows  what  is  possible. 

The  second  table  lists  securities  issued 
by  companies  that  have  emerged  from 
bankruptcy  within  the  past  three  years 


Six  that  came  back 


but  have  not  staged  a  spectacular  recov- 
ery. Most  never  will.  Nevertheless,  a  few 
of  the  companies  on  the  second  table 
could  one  day  make  it  to  the  first. 

Our  third  table  is  of  companies  now  in 
bankruptcy.  These  securities  are  the 
most  depressed.  Their  future — if  any — 
depends  on  what  happens  in  bankruptcy 
proceedings  and  whether  the  company  is 
reorganized  successfully. 

Our  fourth  table  lists  securities  of  com- 
panies that  recently  were  or  are  close  to 
bankruptcy  and  are  badly  depressed. 

For  adventurous  investors,  the  second 
and  third  tables  may  contain  some  useful 
ideas.  There  are  two  possible  ways  to 
play  these  lists.  If  you  are  the  cautious, 
studious  kind  you  will  want  to  study 
each  situation  and  decide  which  ones 
will  pull  back  into  prosperity.  If  you  are 
too  busy — or  too  impatient — you  might 
buy  a  package  of  the  securities.  And,  just 
to  make  sure  you  don't  forget  that  these 
are  scarcely  risk-free  stocks,  we  append  a 
fifth  table  that  shows  some  bankrupt 
companies  whose  securities  went  over 
Niagara  Falls  without  a  barrel. 

This  merchandise  may  not  be  choice, 
but  it  is  not  overpriced.—  Robert  J.  Flaherty 
and  Stephen  Gilbarg 


The  companies  listed  below  sought  protection  under  bankruptcy  laws,  got  it  and  came  back 
strong — with  enormous  profits  to  those  willing  to  take  a  chance  when  things  looked  bleak. 

vpany 

nioi  security 

anagh  Communities 

91  cv  deb 
tin 

tfield-Zodys 
ier-Wohl 

s  'R'  Us  (Interstate  Stores) t 

92  cv  deb 
shops 


Bankruptcy 

Price  near 

Recent 

filing  date 

filing  datet 

price 

%  change 

Business 

Feb  19,  1975 

Vz 

514 

+  950% 

Homesite  sales 

5 

62 

+  1,140 

Feb  26,  1975 

!/4 

4§ 

+433 

Home  improvement,  medical 

Nov  15,  1974 

n/l6 

85/8 

+  1,155 

Discount  dept  stores,  apparel  shops 

Sept  28,  1972 

3/s 

19 

+4,967 

Apparel  specialty  shops 

May  22,  1974 

%* 

30'/4 

+  7,967 

Discount  toy  supermarkets 

4 

348** 

+  8,600 

Nov  30,  1973 

Vi 

2% 

+425 

Discount  department  stores 

Seven  to  ponder 


The  companies  below  have  emerged  from  bankruptcy  within  the  past  three  years.  For  some,  the  stock 
price  action  suggests  that  a  recovery  is  under  way.  For  others,  the  stock  action  suggests  no  such  thing. 


ipany 

Bankruptcy 

Price  near 

Recent 

nior  security 

filing  date 

filing  datet 

price 

%  change 

Business 

at  American  Mgmt  &.  Invt 

Mar  25,  1977 

D/4* 

3V8 

+  79% 

Rental  housing,  hotels 

rdian  Mortgage  Investors 

Mar  8,  1978 

% 

1 

+33 

First  mortgage  loans 

Us86  deb 

20 

37 

+85 

International  Mfg  (Bohack)t 

July  30,  1974 

3% 

Vi 

-93 

Supermarket  chain 

93  deb 

10 

5 

-50 

time  Communities  (Fidelity  Mtgjt 

Jan  30,  1975 

1% 

IVs 

-31 

Real  estate  investment 

n  Central  Corp  (Perm  Central  Co)t 

June  21,  1970 

162  Vi* 

23% 

-85 

Diversified 

ks97  1st  Mtg  (NY  Central) 

.16 

73 

+356 

ted  Merchants  &  Manufacturers 

July  12,  1977 

m 

6% 

+  165 

Textiles,  apparel 

90  cv  deb 

32 

40 

+25 

)er  (Alan  Wood  Steel )t 

June  10,  1977 

2 

2 

0 

Steel  products 

usted  to  current-share  basis,  t  Former  company  name.  tDebentures  priced  as  percent  of  par.  In  the  case  of  Penn  Central,  price  is  the  value  of  package 
ved  for  the  original  debenture.    §Cash  value  on  Mar.  20,  1979,  date  acquired  by  W.R.  Grace.    **  Based  on  conversion  value  of  1 16  common  shares. 
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Twenty  in  bankruptcy 


Stocks  of  companies  still  in  bankruptcy  often  sell  for  pennies.  Even  a  slight  hope  can  trigger  a  bonanza.  Senior 
securities  in  these  companies  sell  much  higher,  anticipating  gains  (if  any)  arising  out  of  a  successful  reorganization. 


Company 
Senior  security 


Bankruptcy 
filing  date 


Price  near 
filing  date* 


Recent  price     %  change 


Business 


Allied  Artists  Industries 

Apr  4, 

1979 

IV* 

% 

8V*s87  cv  deb 

45 

40 

Allied  Supermarkets 

Nov  6, 

1978 

% 

l'/4 

5  Vas87  cv  deb 

18 

33 

Apeco 

Oct  19, 

1977 

% 

% 

Capehart 

Feb  16, 

1979 

% 

Vs 

Chase  Manhattan  Mtg  &  Realty 

Feb  22, 

1979 

7% 

% 

Il%s97  cv  deb 


Chicago,  Rock  Island  &  Pacific  RR 

Mar  17, 

1975 

5 

2 

City  Stores 

July  27, 

1979 

2'/4 

3'/s 

Commonwealth  Oil  Refining 

Mar  2, 

1978 

IV* 

10% 

4Vts92cv  deb 

35 

60 

Continental  Investment 

Apr  30, 

1976 

V* 

IW 

9s85  deb 

10 

76 

Continental  Mortgage 

Mar  9, 

1976 

V* 

% 

6lAs90deb 

18 

37 

42 


45 


-79% 

-11 
+  100 

+83 
+  100 

-67 

-29 
+  7 


Films,  motor  homes 

Midwest  food  chain 

Photocopying,  mobile  homes 
Stereo  consoles  and  systems 
REIT 


-60 

+39 
+486 

+  71 
+500 
+660 

+50 
+  106 


Western  railroad 
Department  and  specialty  stores. 

Offshore  refinery 

Investment  company  management 

RE 


Duplan 
FDI 

Food  Fair 

8Vss96  deb 
Inforex 

10%s98  deb 
Lafayette  Radio  Electronics 


Aug  31 
Dec  1 
Oct  2 

Oct  24 

Jan  4 


1976 
1978 
1978 

1979 

1980 


1% 
Vz 

27/8 
93 

1% 
30 

% 


Vs 

'/4 
27/8 

64 

1% 
30 

Vs 


-93 
-50 
0 
-31 
-7 
0 
0 


Manufacturer  of  buttons,  fabrics 
Auto  parts,  accessories 
Supermarkets,  department  stores 

Data  entry  systems 

Sells  hi-fi  components 


Mansfield  Tire  &  Rubber  Oct  1 

Metroplex  Realty  Trust  (Justice  Mtg)t  Dec  30 

Piedmont  Industries  Feb  22 

Tenna  Dec  5 

West  Chemical  Products  Jan  23 


1979 
1977 
1979 
1979 
1979 


% 

Vl 
IVs 

1% 

2Vi 


s/i6  -58  Replacement  tires  and  tubes 

Vi  0  REIT 

V%  -56  Shirts,  pants 

Vi  -64  Auto  accessories,  motors 

6  +140  Environmental  health,  agriculture 


'Debentures  priced  as  percent  of  par.    tFormer  company  name. 


Five  to  watch 


The  companies  below  are  known  to  have  considered  filing  for  bankruptcy — or  could  become  hard-pressed  enough  to 
have  to  do  so.  In  hindsight,  years  hence,  will  any  of  them  have  been  superbuys  for  people  who  can  stand  big  risks? 


Company 

1978-1979 

Senior  security 

Recent  price* 

price  range 

Current  yield 

Arlen  Realty  &  Development 

3'/2 

5'/4-  1% 

none 

5s86  cv  deb 

44 

66'/2-40'/8 

11.4% 

Chr.  '"r 

7% 

13J/4-  5'/2 

none 

8s9b  deb 

51'/4 

80'/2-42 

15.6 

Fidelcu          h  Investors 

4'/4 

7    -  ls/g 

none 

General  Public  Utilities 

7s/8 

21  Vs-  7 

13.1 

8Vis2003  deb  (Metropolitan  Edison) 

57 

98'/2-57 

14.9 

Itel 

53/8 

37'/2-  3'/2 

none 

WVis98  deb 

50'/4 

100  -40'/4 

20.7 

Business 


Real  estate  development 

Automaker 

Mortgage  loan  investments 
Utility  holding  company 

Financial  services,  equipment  leasing 


'Debentures  priced  as  percent  of  par. 


Five  that  stayed  dead 

The  following  companies  went  bankrupt  and  completely  wiped  out  shareholders. 

Chapter  1 1 

Company                                           filing  date 

Price  near 
filing  date 

Current  value 
of  old  common 

te  change 

Business 

Arlan's  Departing  it  Stores             May  14,  1973 
Franklin  New  York                       Oct  16,  1974 
WT  Grant                                     Oct  2,  1975 
R  Hoe  &  Co                                  July  7,  1969 
National  Bellas  Hess                      Oct  29,  1974 

Wa 

8J/4* 
27/8 

2 

V* 

worthless 

worthless 

worthless 

worthlesst 

worthless 

-100% 
-100% 
-100% 
-100% 
-100% 

Self-service  discount  stores 
Bank  holding  company 
Variety  department  stores 
Newspaper  equipment,  mill  saws 
Retail  department  stores 

*Price  as  of  May  15,  1974,  the  latest  available  bid.    tNew  common  stock  was 
tion  in  reorganization. 

issued  to  holders  of  old  Class  A  shares;  the  old  common  received  no  considera- 
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Engineer-entrepreneur  Gordon  Jari'is  of  Friden  Mailing  Equipment 
A  profitable  corporate  repair  job  by  a  lifetime  repairman. 


Edited  by  Robert  J.  Flaherty 

Ya  gotta  keep 
your  sense  of  humor 

>oking  around  his  big,  staffless  offices 
Manhattan's  jet-setty  Olympic 
>wers,  Lyman  C.  Hamilton,  53,  per- 
its  himself  a  bit  of  a  smile.  "You 
iow,"  he  says,  "if  you  can't  see  yourself 
humorous  situations,  you've  got  a  real 
oblem."  What's  so  funny?  Just  this.  Six 
onths  after  his  firing  (with  an  employ- 
ent  contract  through  1983  worth  at 
ist  $1.37  million)  as  chief  executive  of 
7  billion  (revenues),  globe-girdling, 
ntroversial  ITT,  Hamilton  finds  him- 
[f  in  partnership  with  fast-talking,  for- 
ish  Chicago  realty  multimillionaire 
ctor  Goulet  and  running  a  conglomer- 
2  that  at  present  consists  of  one  small 
Himated  1980  sales  $90  million)  real 
tate  developer.  Goulet,  with  his  older 
other  Nicholas  Gouletas  and  sister 
angeline,  has  made  a  fortune  convert- 
s' and  hawking  condominiums  to  shel- 
r-hungry  Chicagoans.  The  new  part- 
rship,  named  Tamco  Enterprises,  Inc., 
11  supply  the  cash  (mostly  the  Goule- 
>',  presumably)  and  Hamilton  will  as- 
nble  the  conglomerate.  It  will  be  pri- 
te — no  outside  stockholders. 
The  Gouletases  are  shrewd  and 
mgry,  but  that  may  be  nothing  for 
imilton  after  dealing  with  Harold  Ge- 
en.  All  he  will  say  of  his  firing  at  ITT 
"There  was  a  serious  conflict — and 
it  with  the  board."  With  Geneen? 
imilton  changes  the  subject.  Howev- 


er, word  has  it  the  end  came  when 
Hamilton  wanted  to  kill  a  couple  of 
Geneen's  favorite — if  unprofitable — 
projects.  Harold  Geneen.  Victor  Goulet. 
A  big  job.  No  job.  Now,  a  conglomerate 
yet  unborn.  You  can  see  what  Hamilton 
means  about  keeping  your  sense  of 
humor.—: Stanley  Ginsberg 


Giant  killer 

Pitney-Bowes'  lock  on  the  postage  meter 
business  is  under  attack  from  an  unlikely 
source — tiny  Friden  Mailing  Equipment, 
which  last  year  barely  managed  to  break 
even  on  estimated  revenues  of  $40  mil- 
lion. With  92%  of  the  postage  meter 
market  [vs.  Friden's  8%),  Pitney-Bowes  is 
to  postage  meters  what  Campbell  is  to 
soup.  What's  to  worry? 

W.  Gordon  Jarvis.  He  bought  the  ailing 
Friden  from  Singer  back  in  1976,  and  in 
just   three   years   has   turned  Friden 


around.  As  a  Singer  subsidiary  back  in 
1976,  on  sales  of  only  $15  million,  the 
company  lost  $3.6  million.  This  dismal 
performance  enabled  Jarvis  to  snap  up 
Friden  for  a  mere  $250,000  in  cash  plus  a 
commitment  from  a  venture  capital 
group  for  an  additional  $3  million  if  it 
was  needed.  (Singer  got  not  only  the 
$250,000  in  cash,  but  a  $6  million  tax 
writeoff.) 

Within  90  days,  Jarvis  generated  some 
$1.8  million  in  capital  simply  by  going 
out  and  collecting  receivables  Singer  had 
neglected.  He  has  also  jumped  into  the 
electronic  scales  market,  and  in  1979 
sold  over  4,000  scales,  ranging  in  price 
from  $1,695  to  $6,000.  The  number  of 
scales  could  jump  to  15,000  this  year, 
which  would  account  for  an  estimated 
$22  million  in  revenues. 

Jarvis,  a  55-year-old  engineer  turned 
entrepreneur,  has  more  than  a  me-too 
product.  Gambling  on  computer  technol- 
ogy, Jarvis  last  September  hit  the  market 
with  the  first  postage  meter  to  use  elec- 
tronics rather  than  mechanical  parts  to 
print  postage  on  envelopes  or  tape.  Jar- 
vis' meters  have  the  big  advantage  of 
hooking  directly  into  computers  as  part 
of  the  electronic  information  centers 
that  are  fast  becoming  standard.  Pitney- 
Bowes,  whose  mechanical  meters  have 
had  a  virtual  monopoly  over  the  U.S. 
market  for  60  years,  is  now  worried.  The 
company  has  been  testing  an  electronic 
meter  of  its  own  but  tests  are  not  far 
enough  advanced  for  Pitney  to  announce 
any  delivery  date.  Meanwhile,  Jarvis' 
electronic  meter  is  selling  well.  Forecast 
for  1980  calls  for  in  excess  of  $60  million 
in  sales. 

Seems  like  Jarvis  is  the  kind  of  person 
with  a  hankering  to  run  his  own  show. 
At  age  39  he  became  president  of  Rucker 
Corp.  (now  merged  with  NL  Industries), 
but  he  quit  in  1972  to  try  his  hand  with 
two  small  companies,  which  he  sold  be- 


imilton  of  Tamco  Enlerj)rises,  Inc. 

tal  estate  money  and  plans  for  a  private  conglomerate. 


RBES,  FEBRUARY  4,  1980 


103 


Faces 

Behind  The  Figures 


fore  the  Friden  deal.  But  here's  the  para- 
dox: No  sooner  did  he  straighten  out 
Friden  than  he  turned  around  and  sold  it 
to  CIT- Alcatel,  a  subsidiary  of  the  French 
giant,  Compagnie  Gene'rale  d'Electricite. 
Jarvis  personally  netted  around  $3  mil- 
lion on  the  deal  and  agreed  to  stay  around 
and  run  the  company.  Any  betting  that 
Jarvis  won't  make  another  move,  that  he 
won't  look  for  another  little  company  to 
straighten  out?  Says  he:  "I've  been  a  re- 
pairman of  one  kind  or  another  most  of 
my  life.' '—Ellen  Paris 


Theme  and  variations 

"Nigeria  had  more  MDs  than  witchdoc- 
tors for  the  first  time  two  years  ago," 
David  Dubow  recently  confided  to  a 
Forbes  reporter  in  his  tidy  Queen's 
Square  office  across  from  London's  Ho- 
meopathic Hospital.  Dubow  isn't  kid- 
ding. Fewer  witchdoctors  are  good  for  his 
business. 

David  Dubow  is  the  founder  and 
president  of  hyperprofitable  IMS  Inter- 
national, which  is  to  pharmaceuticals 
what  A.C.  Nielsen  Co.  is  to  network 
TV.  In  42  countries,  IMS  collects  drug- 
stores' factory  and  wholesaler  invoices. 
It  tracks  doctors'  prescriptions  and  drug 
company  promotion  spending.  Then,  it 
sells  the  data  to  drug  manufacturers  at  a 
healthy  profit. 

Over  the  last  ten  years,  IMS'  revenues 
($140  million  in  1979)  have  compounded 
at  20%  a  year  and  earnings  ($10  million) 
have  compounded  at  26%.  High  prices 
explain  much  of  that  profitability.  An 
annual  subscription  to  IMS'  monthly  sur- 
vey i  '  des  to  U.S.  drugstores,  for  exam- 
ple, costy  around  $60,000.  IMS'  reports 
are  the  most  complete  means  that  drug 
manufacturers  have  to  keep  track  of 
their  (and  their  competitors')  product 
market  shares. 

Since  Dubow's  potential  customers  are 
limited,  IMS  has  grown  largely  by  hitting 
the  same  customers  several  times  over, 
selling  ^hem  the  theme  and  then  vari- 
ations, ke  IMS'  recently  introduced 
MIDAS  m:  For  $75,000,  customers 
buy  insta  n  of  a  computer  terminal 
and  fingerti;  ss  (billed  per  call)  to  the 
IMS  data.  The  ■  data  they've  already 
bought  in  book  rm.  "We  don't  put  in 
the  terminal  unless  you  buy  the  books," 
says  Dubow. 

Back  in  1956,  Dubow,  then  36,  was 
running  market  research  at  a  New  York 
ad  agency  specializing  in  pharmaceutical 
accounts  when  he  got  the  idea  of  audit- 


Dubow  of  IMS  International 
The  only  game  in  town. 


ing  sales  to  druggists.  Sold  on  the  idea, 
Dubow's  boss  sent  the  young  man  to 
Germany  with  introductions  to  top  drug 
industry  contacts. 

"I  went  to  the  nine  major  companies 
and  they  all  told  me  it  was  not  a  good 
idea,"  Dubow  recalls.  "They  said  they 
knew  the  markets  and  didn't  need  the 
information  I  was  proposing.  So  I  asked 
them:  'Okay,  what  is  the  size  of  the 
market?'  I  got  nine  different  answers. 
That  meant  at  least  eight  of  them  were 
wrong.  We  decided  to  go  ahead  and  start 
the  audit." 

Still  young  and  energetic  at  60,  Du- 
bow is  pushing  IMS  into  new  fields,  the 
most  promising  of  which  to  date  are 
probably  liquor  sales  auditing  and  man- 
aging toxic-substances  testing  laborato- 
ries for  other  companies;  Exxon  has 
already  signed  on. 

By  now  IMS  is  hardly  an  undiscovered 
stock.  Recently  at  33  Vi  over-the-counter, 
IMS  trades  at  15  times  forecast  1979 
earnings.  A  takeover  candidate?  So  says 
the  rumor  mill.  But  A.C.  Nielsen  tried 
and  failed  in  1972,  as  did  CBS  in  1978. 
"The  price,"  Dubow  says  coyly,  "would 
have  to  be  very  expensive."  He's  in  no 
hurry,  certainly.  On  the  basis  of  his  hold- 
ings in  IMS,  Dubow  already  has  a  paper 
worth  of  $5  million— Barbara  Ellis 


Coming  attractions 

During  his  ten-year  reign  at  Paramount 
Pictures,  producer  Robert  Evans  was  re- 
sponsible for  a  string  of  hits  (Godfather, 
Love  Story,  Godfather  II)  that  transformed 
the  moribund  picture-making  arm  of 
Gulf  &  Western  Industries  into  a  top 


contender.  Evans  left  Paramount  on  sui 
good  terms  in  1975  that  the  stud 
agreed  to  bankroll  his  career  as  an  "ind 
pendent"  producer. 

That  career  has  turned  out  to  be  le 
than  spectacular.  Marathon  Man,  his  fir 
picture  as  an  independent,  was  a  succe 
but  no  blockbuster.  Black  Sunday  q 
fended  almost  everyone  with  its  them 
of  terrorism  at  the  Super  Bowl  and  ws 
never  shown  in  key  box-office  country 
like  Japan.  Last  year's  tennis-playin 
soap  opera,  Players,  opened  and  closed  i 
the  U.S.  in  the  blink  of  an  eye  (it  di 
better  abroad),  despite  the  draw  of  Evan| 
former  wife,  Ah  MacGraw. 

Now  Evans  has  another  shot  at  regau 
ing  his  title  as  the  golden  boy  of  Holh 
wood.  These  days  he  is  jetting  back  an 
forth  between  his  16-room  mansion  i  I 
Beverly  Hills  and  the  island  of  Malt;  I 
supervising  the  $13  million  productio 
oi  Popeye,  a  musical  based  on  the  origin; 
Popeye  cartoon  character  and  starrin 
Robin  Williams  (TV's  Mork)  in  the  titl 
role  and  Shelly  Duvall  as  Olive  Oyl.  Rol 
ert  Altman  will  direct. 

Popeye  is  the  first  of  two  pictures  to  b 
financed  jointly  by  Paramount  and  Wal 
Disney  Productions.  It  marks  the  firs 
time  Disney  has  ever  gone  into  a  join 
venture  with  another  moviemaker.  Dis 
ney  and  Paramount  will  share  equally  n 
the  cost  and  profits  from  the  film.  Ii 
addition  Disney  will  handle  distnbutioi 
abroad,  where  the  Disney  name  is  stil 
magic  at  the  box  office.  "I'd  rather  hav< 
the  Disney  name  on  a  motion  pictun  ; 
than  Paul  Newman,  Steve  McQueen  am 
Bob  Redford  all  together,"  says  Evan: 
happily. 

Evans  admits  he  is  a  bit  disappointec 
with  his  record  since  1975.  So  too,  ii 


Producer  Robert  Evans 

Being  one  of  Charlie's  boys  isnt  easy. 
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Our  ability  to  apply  what  we  knew  about 
the  sky  to  the  sea  is  what  makes  us  Grow. 


In  the  early  1960's,  when  the 
airline  industry  was  looking  for  a 
new  protective  coating,  they 
established  tough  requirements 
and  complex  specifications.  The 
coating  had  to  enhance  the  air- 
craft's appearance  over  a  longer 
lifespan.  It  had  to  stand  up  to  the 
toughest  flying  conditions.  It  had 
to  reduce  maintenance  costs. 

And  it  was  the  U.S.  Paint 
Division  of  Grow  Group  that  gave 
them  the  answer.  They  created 
Alumigrip,"  the  hard-gloss  poly- 
urethane  coating  that  protects 
against  weather,  fuels,  tempera- 
ture extremes,  sandblasting  dur- 


ing take-off,  jet  exhaust,  and 
Skydrol.  Today,  Alumigrip"  is  the 
leader  in  the  industry. 

But  they  didn't  stop  there. 
Their  commitment  to  advancing 
technology  led  them  to  tackle  the 
even  more  adverse  conditions  of 
the  sea,  and  to  create  another 
great  leader. . .  Awlgrip,"  the 
amazing  coating  that  does  for 
yachts  what  Alumigrip  does  for 
planes.  It  protects  fiberglass, 
steel,  aluminum,  and  wood 
against  salt  water,  heat,  humid- 
ity, and  chemicals.  And  it  gives  a 
mirror-like  finish  to  everything 
from  the  family  sloop  to  the 


"Courageous."  Today,  it's  also 
used  on  railroad  cars,  buildings, 
buses  and  trucks.  It  was  even 
combined  with  flakes  of  fiber- 
glass to  create  Growgard,"  the 
coating  used  on  the  Golden  Gate 
Bridge. 

U.S.  Paint  Division  is  a  mem- 
ber of  our  Coating  and  Resins 
Group,  one  of  four  Grow  Groups. 
Since  1960,  we  have  grown  from 
$10  million  in  sales  to  over  $200 
million,  and  have  paid  63  con- 
secutive quarterly  cash  dividends 
and  over  83%  in  stock  dividends. 

If  you'd  like  to  know  the  rest 
of  the  Grow  Group  members,  write 


to  us,  Grow  Group,  Inc.,  Dept.  F, 
Pan  Am  Building,  200  Park  Ave- 
nue, New  York,  N.Y.  10017,  for  a 
copy  of  our  annual  report.  And 
find  out  more  about  the  techno- 
logical advances  that  make  us  Grow. 


GROW  GROUP  INC. 


Today's  Bunker  Ramo 
is  giving  your  broker 
a  lot  of  the  information 
he's  giving  you. 


On  the  floor  of  the  New  York  Stock 
Exchange  and  in  brokerage  houses 
coast  to  coast,  many  thousands  of 
people  are  looking  to  Bunker  Ramo 
for  the  very  latest  information  every 
trading  day. 

What  they're  looking  at  is  Bunker 
Ramo's  Market  Decision  System  7 
— the  nationwide  network  of 
terminals,  computers  and  over 
100,000  miles  of  high-speed  data 
circuits  that  provides  the  securities 
industry  with  accurate  up-to-the- 
second  data  on  stocks,  bonds, 
options  and  commodities. 

In  addition  to  such  current  data  as 
open,  high,  low,  net  change,  and 
volume,  Market  Decision  System  7 
also  displays  statistical  data  and 
market  trends.  Among  many  other 
features,  it  can  supply  a  standard 


stock  watch  on  up  to  72  issues  per 
terminal,  a  limit  watch  on  up  to  12 
issues  per  terminal,  ticker  displays, 
statistical  data  bases,  and  Dow 
Jones  News/Recall.  For  those  who 
make  investment  decisions,  it  is  a 
vital,  intelligent  system. 

Today,  Bunker  Ramo  is  a  major 
producer  of  the  data  terminals  and 


minicomputers  that,  together, 
comprise  the  information  systems 
widely  used  in  banking  and 
insurance,  as  well  as  the  securities 
industry.  In  addition,  through  our 
well-known  Amphenol'  connectors, 
we  have  a  leading  position 
in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521. 
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BUNKER 
RAMO 


America  is  searching 
for  ways  to  conserve  gasoline. 
And  Crouse-Hinds  is  there. 


You  may  wonder  how  an  electrical  equip- 
ment manufacturer  could  help  reduce  the 
amount  of  gasoline  American  automobiles  use. 

But  Crouse-Hinds  is  one  of  the  world's 
leaders  in  the  development  and  manufacture 
of  traffic  control  equipment .  .  .  equipment 
which  when  properly  applied  can  speed  traffic 
flow  and  minimize  auto- 
mobile idling  time 
at  intersections. 

For  example,  we 
offer  a  unique  computer 
programming  system 
that  times  and  syn- 
chronizes any  city's 
traffic  control  equip- 
ment for  optimum 
traffic  flow  on  arterial 
streets.  Conservative 
estimates  by  the 
National  Electrical 
Manufacturers  Asso- 
ciation (NEMA)  project 
annual  savings  of  350 
million  gallons  of 
gasoline  if  just  20% 
of  America's  cities 
had  their  intersections 
properly  timed  and 
synchronized.  With 
our  help  they  can 
do  just  that. 

Right  now  Crouse-Hinds  will  provide  any 
American  community  a  computer-generated 
time/space  diagram  to  properly  synchronize 
their  arterial  intersections  for  optimum  traffic 
flow.  But  what  makes  this  Crouse-Hinds  idea 
truly  innovative  is  its  cost.  It's  free. 

America  needs  ways  to  conserve  gasoline. 
That's  why  Crouse-Hinds  is  offering  this 
electrifying  idea  to  help  ease  America's 
gasoline  crisis. 

For  more  information  and  a  copy  of  our 
current  financial  reports,  write: 
Crouse-Hinds  Company, 
P.O.  Box  4999, 
Syracuse,  N.Y.  13221. 


At  Crouse-Hinds, 
we're  offering  American 
cities  a  free  tune-up. 


CROUSE-HINDS 


Our  business 

is  electrifying  ideas. 


Carroll  (left )  and  Arrix  of  Capital  Sports 

Yogurt  and  chewing  tobacco  are  in;  canned  snow  is  out. 


Faces 

Behind  The  Figures 


is,  is  Charles  Bluhdom,  head  of  Gulf 
/estern.  "I  have  a  definite  loyalty  to 
rlie,"  says  Evans,  but  loyalty  takes 
only  so  far  in  Hollywood,  where  a 
i  is  no  better  than  his  last  picture. 
zye  had  better  bring  in  lots  of  spinach 
le  box  office.— Ellen  Paris 


Official  profits 

ing  summer  weather  or  World  War 
he  tiny  New  York  State  hamlet  of 
;  Placid  (population:  2,800)  expects 
□me  out  considerably  better  on  this 
ith's  Winter  Olympics  than  it  did  the 

time  it  hosted  the  event  back  in 
L  That  time,  it  took  40  years  to  pay 
be  $300,000  bond  issue, 
ir  the  1980  winter  games,  the  town 
nizing  committee  has  a  budget  of 
million,  more  than  half  of  which  will 
e  from  ticket  sales,  television  rights 
local  fundraising.  Another  $20  mil- 
or  so,  the  town  hopes,  will  be  raised 
:he  inspired  hype  of  tiny  Capital 
ts,  a  New  York-based  sports  market- 
firm  which  has  sold  the  Olympic 
e  for  use  on  just  about  every  con- 
er  product  imaginable.  "Except  a 
nick  for  canned  snow,"  says  Robert 
x,  cofounder  of  Capital  Sports, 
le  public  must  remember  that  the 
^nation  "official,"  as  Arrix  puts  it, 
n't  mean  the  product  has  been  test- 
r  evaluated.  It  does  mean  that  the 
|  Placid  Olympic  Organizing  Com- 
ee  is  being  paid  some  money,  and 

the  company  gets  the  prestige  of 
g  connected  with  the  Olympics, 
re  is  the  "official"  Winter  Olympic 
les  tire  (Goodyear's  Tiempo),  the 
cial"  beer  (Schlitz),  the  "official" 
era  (Canon),  the  "official"  yogurt 
inon) — even  the  "official"  chewing 
ceo  (U.S.  Tobacco's  Happy  Days  and 
tl  brands). 

:rix  and  his  partner,  John  Carroll, 
.  46,  do  draw  the  line  somewhere: 
re  is  no  official  hard  liquor,  for  exam- 
and  no  official  smoking  tobacco. 
>  of  early  January,  virtually  no  snow 
fallen  at  Lake  Placid,  which  usually 
79  inches  every  winter,  but  the 
OC  expects  to  overcome  that  prob- 
before  the  games  begin  on  Feb.  12 
i  hundreds  of  tons  of  manufactured 
v,  which  it  has  been  stockpiling  for 
ks.  A  sudden  warm  spell  would  be  a 
problem,  however — as  would  any  po- 
al  disruption  serious  enough  to  keep 
;  numbers  of  athletes  away. 
ren  with  $100  million  in  direct  and 


indirect  help  from  the  U.S.  and  state 
governments,  why  would  any  small  com- 
munity take  such  a  risk?  If  all  goes  well, 
Lake  Placid  hopes  to  become  the  perma- 
nent training  headquarters  for  the  U.S. 
Winter  Olympic  teams.  It  already  had 
the  only  bobsled  run  in  North  America, 
and  has  constructed  the  continent's  only 
luge  run,  for  people  willing  to  hurl  them- 
selves down  an  icy  slide  on  a  sled  at 
speeds  up  to  90  miles  an  hour. 

If  Lake  Placid  has  a  lot  riding  on  the 
winter  games,  so  does  Capital,  which  got 
the  job  in  1976  when  it  was  only  three 
years  old,  over  such  competition  as  J. 
Walter  Thompson  and  Mark  McCor- 
mack's  IMG  firm.  Capital's  annual  sales 
of  $35  million  will  include — if  all  goes 
well — 10%  of  that  roughly  $20  million  in 
promotional  {ees.—Bett\<  Franklin 


A  nice  milk  cow 

What  the  deuce  does  a  pipeline  company 
want  with  a  whiskey  distiller?  Why  is 
William  P.  Wilder's  Consumers'  Gas  Co. 
of  Toronto  offering  to  pay  $1.1  billion 
(U.S.)  in  stock  to  take  over  Hiram  Walk- 
er-Gooderham  &  Worts  Ltd.  of  Walker- 
ville,  Ont.?  You  could  put  it  this  way: 
Distilleries  make  lovely  milk  cows.  With 
people  turning  increasingly  to  wine  and 
beer,  hard  liquor  has  become  a  slow 
growth  industry.  Hiram  Walker's  earn- 
ings have  grown  only  at  the  inflation  rate 
over  the  past  decade  and  return  on  equity 
has  averaged  only  12%.  But  with  big 
profits  from  its  famous  Canadian  Club 
brand  and  lesser  ones  from  distributing 
Ballantine  Scotch  and  other  brands,  the 
venerable  distiller  earned  just  short  of 
$100  million  last  year  and  needs  little  of 
it  for  expansion.  Bill  Wilder  asked  Con- 
sumers' Gas  Assistant  Treasurer  William 
R.  Fatt  to  take  it  from  there: 

"You  can  say  Hiram  Walker's  got  a 
pretty  good-looking  balance  sheet  with 
very  little  debt — only  about  $62  million. 


At  the  end  of  1979  it  had  $627  million  in 
working  capital.  You  can  say  that  both 
companies  want  to  expand  in  the  energy 
field.  At  Consumers'  Gas  we've  got  the 
expertise.  They've  got  the  funds." 

So,  old  Hiram  Walker  is  going  to  make 
a  contribution  to  the  energy  crisis.  Every 
time  you  buy  a  bottle  of  their  stuff,  you'll 
help  provide  capital  to  expand  Canada's 
burgeoning  oil  and  gas  industry. 

There's  yet  another  reason  for  the 
deal,  although  Fatt  didn't  mention  it. 
Selling  not  much  above  book  value,  with 
little  debt  and  highly  liquid,  Hiram 
Walker  was  obviously  a  tempting  take- 
over target.  By  letting  Consumers'  Gas 
buy  it,  the  Canadians  are  keeping  con- 
trol at  home  without  making  a  big  na- 
tionalistic fuss.  So  Wilder,  57,  a  former 
stockbroker  who  married  into  the  pres- 
tigious Bickle  family,  strikes  a  blow  for 
Canadian  independence.^/am«;  o'Hanlon 


Wilder  of  Consumers'  Gas  of  Toronto 
Mixing  oil,  gas  and  Canadian  Club. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitatioyi  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectuses. 


$170,000,000 

Consumers  Power  Company 

$100,000,000  First  Mortgage  Bonds,  12lA%  Series  Due  January  15, 2010 
$70,000,000  First  Mortgage  Bonds,  12.10%  Series  Due  January  15, 1987 

Interest  payable  January  15  and  July  15 


Prices 

Bonds  Due  January  15,  2010  99lA%  and  Accrued  Interest 
Bonds  Due  January  15, 1987  100%  and  Accrued  Interest 


Copies  of  the  Prospectuses  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

T  HE  FIRST  BOSTON  CORPORA  TION  GOLDMAN,  SACHS  &  CO. 

ML        LL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP  SALOMON  BROTHERS 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BEAR,  STEARNS  &  CO. 

Incorporated 

BLYTH  EASTMAN  PAINE  WEBBER  DILLON,  READ  &  CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  J  EN  RETT  E  DREXEL  BURN  HAM  LAMBERT 

Securities  Corporation  incorporated 

E.  F,  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

Lb    If  AN  BROTHERS  KUHN  LOEB  L.  F.  ROTHSCHILD,  UNTERBERG,  TOWBIN 

Incorporated 

SHEA        V  LOEB  RHOADES  INC.  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 

WARBURi       nIBAS  BECKER  WERTHEIM  &  CO.,  INC. 

Incorporated 

DEAN  WITTER  REYNOLDS  INC.  FIRST  OF  MICHIGAN  CORPORATION 

January  10, 1980 
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The  "middleman"  is  us 


CERTAIN  TWO-WAGE-EARNER  family 

/n  to  this  magazine,  it's  the  man  of 
louse  who  does  all  the  shopping  (ex- 
for  meat,  because  his  wife  likes  nei- 
his  costly  tastes  nor  his  eye  for 
ty).  He  actually  likes  to  shop.  One  of 
hings  he  likes  best  is  hand-picking 
>  and  vegetables  and  carefully  plac- 
is  selections  in  the  plastic  bags  stra- 
ally  placed  throughout  the  fresh-pro- 
section.  Whether  it's  D'Agostino, 
;h-Shopwell,  Winn-Dixie  or  the 
,  no  self-respecting  store  these  days 
thout  rolls  and  rolls  of  plastic  pro- 
bags  placed  there  for  shoppers'  con- 
;nce.  We  happen  to  know  that  this 


man  occasionally  takes  extras  because 
they  are  handy  around  the  house  and 
good  for  packing  shoes  in  suitcases. 

Does  anyone  know  what's  happened 
to  the  price  of  plastic  bags  lately?  They 
are  made  from  petrochemical  feed 
stocks.  They  cost  $16.50  per  4,000  a  year 
ago.  Now,  they  are  going  for  $20.  The 
raw  material  they  are  made  from  is  up 
40%  since  a  year  ago. 

Keep  the  price  of  plastic  bags  in  mind 
as  food  prices  continue  to  make  news 
this  year.  According  to  the  U.S.  Depart- 
ment of  Agriculture  prices  paid  to  farm- 
ers, fisherfolk  and  other  producers  will 
rise  very  little.  But  that  will  not  prevent 


The  high  cost  of  complexity 


The  Department  of  Agriculture  was  forecasting  only  a  small  increase  in 
farm  prices  even  before  the  embargo  on  additional  grain  shipments  to  the 
Soviet  Union  was  imposed.  But  that  won't  prevent  further  stiff  increases 
in  the  cost  of  putting  food  on  the  table-  It's  not  just  the  high  cost  of 
huckstering  at  work.  The  complexities  in  everything  else  that  happens 
between  the  farm  and  the  kitchen — especially  transportation,  packaging 
and  labor  costs — will  drive  food  prices  up  substantially  in  1980. 


nual  retail  food  price  increase 
% 


74  75  76 

■B  Marketing  and  transportation 

*  Forecast 

Source.  U.S.  Department  of  Agriculture  (including  forecast) 


77  78  79  "80* 

I  Fish  and  imports     I      I  Farm  value 


food  prices  from  rising  significantly.  The 
department  is  now  forecasting  an  overall 
rise  in  food  prices  of  8%.  Of  that,  only  an 
imperceptible  0.4%  will  be  due  to  higher 
farm  prices.  Another  1.6%  will  be  due  to 
fish  and  imported  foodstuffs.  A  whop- 
ping 6%,  however,  will  be  due  to  higher 
costs  of  marketing.  The  pattern  has  been 
with  us  for  a  long  time  (see  chart). 

The  term  "marketing"  includes  just 
about  everything  that  happens  between 
the  farm  and  the  kitchen  table.  Ask  your 
local  supermarket  owner  what  has  hap- 
pened to  the  cost  of  electricity  to  run  his 
frozen  food  chests,  the  hourly  wages  of 
the  help,  the  rent,  the  wages  of  the 
Teamster  who  drives  the  truck  to  the 
warehouse,  the  cost  of  the  truck. 

In  an  analysis  of  food  costs  at  retail, 
Kenneth  R.  Farrell,  administrator  of  the 
Economics,  Statistics  &  Cooperative 
Service  of  the  Agriculture  Department, 
found  that  processing  and  marketing,  on 
average,  now  account  for  about  60%  of 
retail  product  value.  The  average  ob- 
scures wide  variations.  For  cereals  and 
bakery  products  it  is  80%.  For  eggs  it's 
only  35%.  (That's  because  the  hen  does 
the  hardest  part  of  packaging  eggs.) 

The  biggest  component  of  food  mar- 
keting is  processing  labor,  and  that  is 
likely  to  rise  at  least  10%  due  to  wage 
increases,  greater  employee  benefits  and 
minimal  gains  in  productivity.  Labor 
contracts  covering  some  300,000  work- 
ers are  up  for  renegotiation  this  year.  In 
addition,  some  older  contracts  have  cost- 
of-living  clauses.  The  minimum  wage  in 
some  plants  will  rise  to  $3.10  an  hour 
from  $2.90  an  hour. 

Not  much  point,  then,  in  blaming  the 
farmer  if  food  prices  in  the  store  rise  this 
year.  And  before  blaming  the  middle- 
man, it  would  be  well  to  remember  that 
the  middleman  is  us.  ■ 
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Capital  Markets 
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/  am  even  more  convinced  that  lower  in- 
terest rates  lie  ahead,  maybe  by  next  spring. 

STOP  ME  IF 
YOU'VE  HEARD 
THIS  ONE 


By  Ben  Weberman 


Everybody's  got  a 
gold  story  these 
days,  so  here's 
mine.  I  have  a  friend 
who  is  a  dealer  in 
gold  bullion.  Last 
fall  I  told  him  gold 
was  grossly  over- 
priced at  $300  an 
ounce.  He  just 
smiled.  Then  a  few 
weeks  ago,  when  gold  hit  the  $400 
mark  I  asked  my  friend  whether  it 
was  too  late  to  buy.  "Yep,"  he  replied. 
"Too  late.  At  $400  there's  a  few  more 
pennies  in  it  at  most."  Gold  was  at 
$670  an  ounce  a  few  weeks  later.  So 
much  for  me  as  a  prophet,  so  much  for 
my  friend  as  a  prophet. 

I  don't  know  when  gold  will  come 
back  to  earth  again  or  from  what  lev- 
el— and  neither  do  any  of  the  experts. 
This  I  do  know:  The  runaway  price  of 
gold  reflects  two  frightening  beliefs 
that  have  become  widespread.  One  is 
the  perception  of  U.S.  military  weak- 
ness and  flagging  U.S.  will  vis-a-vis 
the  Soviet  Union.  The  other  is  the 
belief  that  inflation  is  now  uncon- 
trolled and  uncontrollable. 

"se  two  factors  are  closely  relat- 
ed, j  h  en  it  looked  as  if  the  econo- 
my wa  iding  down,  Americans  be- 
came acuteiy  aware  that  we  would 
have  to  step  up  military  spending. 
That  spending  is  low  expected  to 
moderate  the  recession  and  thus 
make  it  less  effective  in  slowing  infla- 
tion. Thus,  efforts  to  improve  the 
tn  ary  picture  worsen  the  inflation 
pici 

I I  least  is  the  currently  popu- 
lar ecci  mic  scenario.  It  has  done  a 
lot  of  da,  in  the  bond  market.  But 
this  seen..  lay  not  develop.  We 
may  get  a  ra  severe  recession  in 
spite  of  the  step  up  in  military  spend- 


Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


ing.  The  U.S.  auto  industry  is  already 
in  a  deep  slump,  and  if  the  vital  hous- 
ing industry  joins  it  down  there,  I 
can't  see  how  a  quite  severe  recession 
could  be  avoided. 

Back  to  gold.  A  bet  on  gold  is  a  bet 
on  hyperinflation.  A  worse-than-ex- 
pected  recession  that  would  markedly 
slow  inflation  would  be  bad  for  the 
price  of  gold.  Conversely,  what's  bad 
for  gold  is  good  for  the  bond  market. 
So  my  guess  is  that  a  turn  in  the  two 
markets,  one  for  the  better  and  the 


The  full  down  payment  is 
bach  on  the  shoulders  of 
the  buyer  and  requires  more 
cash  up  front.  Young  cou- 
ples could  squeeze  by  with 
an  11.25%  mortgage,  but 
the  extra  1.25%  absolutely 
kills  them.  That  is,  if  they 
have  the  down  payment. 


ill 


occur  at 


other  for  the  worse, 
roughly  the  same  time. 

It's  not  in  the  published  numbers 
yet,  but  the  entire  housing  market  has 
a  terribly  soft  feel  about  it.  I  talked 
recently  with  the  head  of  a  major 
mortgage  banking,  lending  institu- 
tion. Prior  to  the  recent  lifting  by  the 
legislature  of  lending  ceilings,  he  had 
to  write  mortgages  at  11.25%.  To 
compensate  for  this  low  interest  rate 
he  charged  five  to  eight  points  that,  in 
recent  cases,  the  seller  absorbed.  Now 
the  points  are  gone  but  the  interest 
rate  is  12.5%.  "My  lending  business," 
he  says,  "has  ground  to  a  halt.  When 
the  seller  was  putting  in  points,  the 
system  worked  out  that  the  new  buy- 
er had  a  small  cash  down-payment 
requirement.  Now  that  we  are  back  to 
sales  and  mortgaging  at  list,  the  full 
down  payment  is  back  on  the  shoul- 
der of  the  buyer  and  requires  more 
cash  up  front.  Young  couples  could 
somehow  squeeze  by  with  an  1 1.25% 
mortgage,  but  the  extra  1.25%  abso- 


lutely kills  them.  That  is,  if  they  have 
the  cash  for  the  down  payment." 

I  get  similar  stories  elsewhere  in  the 
country.  In  California,  new  mortgage 
commitments  are  being  written  at 
only  25%  of  last  year's  pace.  Specula- 
tors who  bought  three  or  four  houses 
or  apartments  for  speculation  are  real- 
ly stuck.  If  you  want  a  mortgage  you 
pay  13%. 

If  you  want  to  know  what  a  slump 
in  housing  will  do  to  the  credit  mar- 
kets, consider  these  numbers.  Last 
year  the  home-mortgage  market  ab- 
sorbed $110  billion  in  net  new  credit. 
This  was  nearly  four  times  what  all 
governments  borrowed  on  balance — 
federal,  state  and  local  combined.  It 
was  nearly  six  times  what  corpora- 
tions borrowed.  Pull  the  plug  on  the 
mortgage  market  and  you  cut  the  de- 
mand for  credit  to  the  point  where 
money  goes  begging.  You  can  imagine 
what  this  would  do  to  the  economy — 
even  if  it  is  buoyed  somewhat  by 
stronger  defense  spending.  You  can 
imagine  what  even  a  20%  decline  in 
mortgage  lending  would  do  to  interest 
rates — it  would  offset  the  entire  feder- 
al deficit  increase  as  an  influence  on 
the  demand  for  credit. 

Last  year  was  a  bad  one  for  people 
whose  job  it  is  to  read  the  markets. 
Gold  made  even  the  goldbugs  look 
bad.  The  stock  market,  which  a  lot  of 
people  were  calling  "dead,"  put  on  a 
very  lively  rally,  which  left  only  the 
big  Dow-type  stocks  behind.  And  my 
expectations  of  lower  interest  rates 
were  wrong.  Dead  wrong.  Perhaps 
having  been  burned  makes  me  cau- 
tious, but  I  would  wait  a  few  months 
before  taking  new  long-term  positions 
in  the  bond  market,  though  I  am  more 
convinced  than  ever  that  lower  inter- 
est rates  lie  ahead. 

While  waiting,  I  like  short-term 
money  instruments  paying  13%  and 
more.  For  the  individual  who  does  not 
want  to  put  money  into  a  money  mar- 
ket mutual  fund  or  an  intermediate- 
term  bond  fund,  the  new  30-month 
savings  certificates,  which  pay  10.4% 
compounded  daily  to  a  yield  of 
11.12%,  are  very  attractive. 

There  is  good  chance  that  by  spring 
the  economy  will  have  slowed  and,  in 
the  process,  dampened  inflationary 
expectations.  Gold  and  silver  will 
have  disappeared  from  the  front  pages 
and  subsided  to  the  back-page  com- 
modity columns.  Short-term  interest 
rates  will  be  well  down.  Then,  if  war 
or  a  breakdown  in  our  energy  supply 
can  be  avoided,  it  will  be  a  beautiful 
time  to  buy  long-term  bonds.  ■ 
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Forum  for  world  leaders. 

When  China's  Vice  Premier  Deng  Xiaoping  landed  in  Wash- 
ington recently,  the  world's  balance  of  power  began  to  change. 

Just  before  leaving  China,  Deng  spoke  freely  to  one 
American  publication  about  the  purpose  and  significance  of 
his  visit. 

As  had  Brezhnev  a  few  weeks  before,  Deng  spoke 
exclusively  to  TIME.  Partly  because  in  TIME  his  ideas 
would  be  spread  among  the  leadership  community  in  all  the 
nations  important  to  an  emerging  China;  and  partly  because 
TIME  has  long  been  recognized  as  the  foremost  journal  of 
news  in  the  world. 

It  is  the  importance  of  TIME  Magazine— known  in  any 
land  or  language— that  gains  it  entrance  to  the  hard-to- 
see.  .  .and  earns  it  more  readers,  by  far,  in  more  countries 
than  any  other  news  magazine. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc  1979.  All 
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Does  gold  have  an  intrinsic  value  that 
makes  it  uniquely  suited  as  a  medium  for 
storing  wealth?  Perhaps.  The  Dutchmen  of 
the  1 7th  century  thought  the  same  of  tulips. 

GOLD  ALMIGHTY 


By  Heinz  H.  Biel 


My  first  awareness 
of  gold  dates  back  to 
World  War  I,  when 
the  Kaiser  ordered 
his  subjects  to  turn 
in  their  gold  for  the 
defense  of  the  Vater- 
land.  My  parents 
kept  little  else  but 
their  wedding  rings. 
A  few  years  later, 
still  in  Germany,  just  after  the  end  of 
the  worst  inflation  the  world  had  ever 
seen,  a  well-to-do  Chicago  realtor,  a 
patient  of  my  father's,  expressed  his 
gratitude  by  giving  two  $20  coins  to 
my  mother  as  a  present  "to  keep  as  a 
last  resort  in  the  event  of  another 
extreme  emergency."  I  still  have 
those  two  double-eagles,  and  hope 
that  they  will  never  have  to  be  used 
for  the  intended  purpose. 

Then,  as  this  country  began  to 
emerge  from  the  Great  Depression, 
the  newly  elected  President  Roosevelt 
raised  the  price  of  gold  by  nearly  75% 
to  $35  an  ounce.  Contractual  clauses 
were  voided  (with  the  courts  looking 
the  other  way)  and  owning  gold  be- 
came illegal,  a  prohibition  that  was 
not  lifted  until  1975. 

I  am  not  quite  sure  what  FDR  and 
his  braintrusters  were  trying  to  ac- 
complish. Suffice  it  to  say  that,  what- 
ever it  was,  it  didn't  succeed.  In  those 
days,  however,  we  had  other  things  to 
worry  about  and  no  one  gave  a  damn 
about  the  price  of  gold,  except  those 
who  wanted  their  contracts  settled  on 
the  basis  of  gold  at  $35  an  ounce  in- 
stead of  only  $20.67.  In  fact,  for  the 
next  25  years  or  so  no  one  gave  much 
of  a  thought  to  gold.  It  was  the  dollar 
that  was  almighty.  To  invest  in  any- 
thing as  sterile  as  gold  was  unthink- 
able. It  was  French  peasants  who  al- 
ways stuffed  a  few  napoleons  into 

Heinz  H  Biel  is  a  rice  president  of  tlx  NYSE 
jinn  of Janney  Montgomery  Scott 


their  mattresses,  but  plagued  time  and 
again  by  wars,  they  had  their  own 
valid  reasons  for  doing  so. 

By  about  1960,  countries  that  had 
been  ravaged  by  World  War  II  had 
regained  their  economic  health,  large- 
ly with  American  aid  and  credit.  The 
Free  World's  resurgence  quickly 
showed  up  in  the  decline  of  our  inter- 
national balance  of  payments,  and  to- 
ward the  end  of  the  Eisenhower  years 
the  price  of  gold  briefly  jumped  from 
its  limit  price  of  $35  to  over  $40  in 
Zurich.  This  was  the  first  alert. 

At  first,  little  attention  was  paid  to 
this  incident,  but  as  the  American 
payments  balance  continued  to  dete- 
riorate, President  Kennedy  tried  to 
stop  the  outflow  of  capital  by  a  so- 
called  interest  equalization  tax,  a  rath- 
er pathetic  measure  that  was  about  as 
effective  as  sticking  a  finger  in  a  dike 
to  stop  a  flood. 

It  should  be  noted  that  until  that 
time  we  did  not  have  much  inflation, 
at  least  not  much  by  present-day  stan- 
dards. That  changed,  however,  when 
our  involvement  in  Vietnam  grew  to 
major  proportions,  with  President 
Johnson  attempting  to  give  us  a  guns- 
and-butter  economy.  We  are  still  pay- 
ing a  stiff  penalty  for  this  failure  to 
face  reality. 

It  was  in  the  Sixties,  with  infla- 
tion accelerating,  that  we  first  heard 
of  the  gold  bugs.  Believing  gold  to  be 
relatively  undervalued  at  the  official 
price  of  $35,  they  suggested  invest- 
ing in  gold.  This,  of  course,  was 
slightly  illegal  for  us  Americans, 
while  most  other  countries  had  a 
wide-open  gold  market.  However,  to 
the  best  of  my  knowledge  no  indi- 
vidual was  ever  prosecuted  or  con- 
victed for  putting  a  few  gold  bars 
into  a  safe-deposit  box  at  a  Swiss 
bank.  For  a  number  of  years,  invest- 
ing in  gold  was  sterile  and  costly, 
but  the  advocates  of  this  policy 
claimed  this  was  a  cheap  form  of  insur- 
ance against  what  they  perceived  as 
the  inevitable  calamity  of  a  collapsing 


114 


FORBES.  FEBRUARY  4,  1980 


MONEY  &  INVESTMENTS 


dollar.  How  right  they  were! 

At  this  point  I  should  confess  that  I 
never  advocated  the  purchase  of  gold, 
not  just  because  it  was  illegal,  but 
probably  because  I  was  not  a  good  judge 
of  human  psychology.  It  was  not  until  a 
few  years  ago  that  my  attitude  toward 
gold  changed  from  negative  to  neutral. 

The  history  of  what  happened  to 
gold  in  the  Seventies  is  recent  enough 
to  be  remembered,  starting  with  the 
Nixon  Administration's  formal  aban- 
donment of  the  gold  standard.  What 
happened  to  gold  in  the  past  few 
weeks  is  so  incredible,  so  utterly  fan- 
tastic, that  some  comment  seems 
called  for. 

The  gold  market  used  to  be  a  sedate 
affair  with  bankers  in  London  and 
Zurich  sitting  around  the  table  and 
deciding  what  the  price  should  be  at 
which  the  seller  would  meet  the  buyer 
and  vice  versa.  The  turnover  was  mi- 
nute by  commercial  standards.  Now, 
however,  gold  is  traded,  like  other 
commodities,  on  various  exchanges. 
Volume  has  been  huge;  prices  are  fluc- 
tuating violently;  futures  contracts 
extend  until  October  1981!  It  is 
straight  Las  Vegas  or  Monte  Carlo. 

Gold  prices  have  become  front-page 
news.  It  must  have  been  like  this  in 
Amsterdam  in  1634,  when  Holland 
went  wild  over  tulip  bulbs.  Does  gold 
have  an  intrinsic  value  that  makes  it 
uniquely  suited  as  a  medium  for  stor- 
ing wealth?  Perhaps.  But  the  Dutch- 
men of  the  17th  century  may  have 
thought  the  same  of  tulip  bulbs. 

What  is  gold  really  worth?  What  is 
value*.  When  there  are  too  many  peo- 
ple who  want  the  same  thing,  which 
is  in  limited  supply,  its  price  may 
increase  beyond  any  reasonable  limit. 
Except  in  unusual  cases — fresh  water 
in  the  desert,  for  example — reason 
will  eventually  return.  Is  an  ounce  of 
gold  really  worth  150  bushels  of 
wheat?  That's  where  it  is  selling  now. 
That  ratio  makes  about  as  much  sense 
as  what  happened  at  the  height  of  the 
tulip-bulb  mania,  when,  it  is  said,  you 
could  buy  a  house  with  the  proceeds 
of  a  single  rare  tulip  bulb. 

It  was  inevitable  that  the  gold  boom 
would  unearth  numerous  gold-mining 
stocks  that  nobody  had  ever  heard  of 
until  recently.  Obviously,  what  was  a 
hopelessly  marginal  prospect  at  a 
$300  price  for  gold  can  be  a  bonanza  at 
$650.  To  say  that  these  stocks  are  a 
bit  chancy  would  be  an  understate- 
ment. I  would  also  not  rule  out  the 
possibility  of  a  windfall  tax  on  gold 
mines.  Other  countries  are  apt  to 
emulate  our  questionable  laws.  ■ 


Let  Value  Line 
Help  You  Identify 

400  STOCKS 
TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months. 

An  otherwise  solid  stock  portfolio  can  be  held  back  by  a  few  lagging 
stocks  so  it's  important  to  be  able  to  identify  the  least  timely  stocks 
as  well  as  the  most  timely  ones.  (In  some  years  a  great  company  can 
translate  into  a  lagging  stock.)  And  to  be  immediately  aware  of  sig- 
nificant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment  Survey  every  week  of  the  year 
ranks  1700  stocks— each  relative  to  all  the  others— for  Probable 
Market  Performance  in  the  next  12  Months,  as  follows: 
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rank.  But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  more  than  a  decade  of  successful  discrimination  strongly 
suggests  that  you  can  tilt  the  investment  probabilities  in  your  favor 
by  using  The  Value  Line  ranks  to  give  you  objective  indexes  not  only 
of  timeliness  but  Safety  and  estimated  yield  as  well. 

SPECIAL  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscrip- 
tion to  The  Value  Line  Investment  Survey  for  only  $33— about  half 
the  regular  price,  provided  you  have  not  had  a  subscription  in  the 
past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will 
receive  the  2400-page  Investors  Reference  Service  (covering  1700 
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minute  a  week— and  the  96-page  booklet.  "Evaluating  Common 
Stocks."  Send  check  or  money  order  along  with  name,  address  and 
zip  code  together  with  this  ad  to: 

The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc.  711 

□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the  two 
bonuses  listed  above.  Check  for  $33  is  en- 
closed. (Trial  subscriptions  must  be  ac- 
companied by  payment.) 

SPECIAL  EXTRA  BONUS 
A  famous-make  pocket- 
size   CREDIT  CARD/ 
CALCULATOR  SUPER 
SLIM    LCD  CALCULA- 
TOR (with  full  memory) 
given  to  you  when  you  order  the  Value 
Line  Investment  Survey  for  one  year — and 
send  payment  now. 

□  1  year  for  $330.  My  payment  is 
enclosed— send  me  the  CALCULATOR 
as  my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscrip- 
tion.) 

□  Enter  my  subscription  now.  Bill  me  for 
$330.  (Does  not  include  the  calculator.) 
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The  currencies  of  the  world  are  continu- 
ously engaged  in  an  interest-rate  war 

CAN  YOU  CATCH 
A CURRENCY 

MOVE? 
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By  Stanley  W.  Angrist 

The  madness  that 
has  infected  the  pre- 
cious metals  mar- 
kets recently  has 
not  spread  with  the 
same  virulence  to 
currencies,  but  they 
have  been  affected. 
Currency  trading 
has  always  been  dif- 
ficult, but  the  inter- 
national events  of  recent  weeks  have 
added  enough  spice  to  currency  trad- 
ing to  please  even  a  belly  trader. 

In  addition  to  the  law  of  supply  and 
demand,  a  large  number  of  basic  eco- 
nomic factors  influence  exchange 
rates.  Included  in  this  list  would  be  a 
country's  balance  of  payments,  inter- 
est rates,  inflation  rate,  monetary  re- 
serves, unemployment  rate,  seasonal 
flow  of  funds  and  so  on.  In  addition  to 
the  above  factors,  extraordinary 
events  such  as  wars,  oil  shortages  and 
embargoes,  major  strikes,  major  bank 
failures  and  a  change  of  government, 
or  even  a  threat  of  a  change  of  govern- 
ment, can  have  a  dramatic  effect  on 
the  value  of  a  country's  currency. 

The  major  currencies  of  the  world 
a,  ore  or  less  continuously  engaged 
in  ai  erest-rate  war.  Interest  rates 
are  a  c  means  of  protecting  ex- 
change rates.  If  your  rate  is  high 
enough,  you  can  attract  short-term 
money  to  your  shores  for  investment, 
which  in  turn  causes  a  demand  for 
your  currency. 

On  Oct.  6,  1979  the  U.S.  began  a 
major  counteroffensive  to  protec:  its 
cur.  cy  when  it  raised  its  discount 
rate  to  the  12%  level.  The  battle 
was  jc  On  Oct.  25  Canada  raised 
its  rate  I  h  to  14% ;  on  Nov.  1  West 
Germany  i  1  its  rate  1%,  to  6%; 
on  Nov.  2  Ja;       nsed  its  rate  1%,  to 
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6.25%;  on  Nov.  5  Switzerland  in- 
creased its  rate  1%,  to  2%;  and  on 
Nov.  5  the  U.K.  jumped  its  rate  3%, 
up  to  17%. 

These  moves  were  made  primarily 
to  protect  each  country's  currency, 
but  they  can,  of  course,  have  dramatic 
domestic  consequences.  High  interest 
rates  act  as  anchors  on  economic 
growth.  If  maintained  for  a  sufficient- 
ly long  period  of  time  they  will  pro- 
duce a  recession.  Thus  a  government 
tries  to  squeeze  through  the  rock  and 
the  hard  place  by  balancing  domestic 
consequences  against  the  mainte- 
nance of  its  currency's  value. 

Listed  in  the  table  below  are  a  few 
important  economic  statistics  for  sev- 
eral major  countries.  These  statistics 
are  important  for  the  individual  inves- 
tor because  the  foreign  exchange  mar- 
ket uses  these  numbers  (and  others)  to 
judge  the  economic  status  of  the 
country.  The  consumer  price  index  is 
an  index  of  the  inflation  rate  in  an 
economy.  It  is  important  in  the  ex- 
change markets  because  of  the  pur- 
chasing-power parity  theorem.  This 
principle  states  that  in  a  free  market, 
the  exchange  rate  between  two  cur- 
rencies will  change  in  proportion  to 
the  difference  between  the  rates  of 


inflation  for  the  two  countries  in- 
volved. It  should  be  noted,  however, 
that  this  theorem  is  not  a  very  accu- 
rate predictor  of  specific  future  ex- 
change rates,  as  expectations  of  future 
inflation  rates  play  a  more  important 
role  in  determining  exchange  rates 
than  do  current  inflation  rates. 

International  reserves  are  defined  as 
foreign  currencies  and  gold  held  by 
central  banks  and  are  an  indication  of 
the  strength  and  liquidity  of  the  econ- 
omy. The  balance  of  trade  simply  in- 
dicates whether  or  not  a  country  is 
selling  more  than  it  is  buying  world- 
wide. If  a  country's  balance  of  trade  is 
positive,  there  will  be  a  greater  de- 
mand for  its  currency,  and  its  value 
should  appreciate.  The  discount  rate 
is  usually  that  rate  at  which  a  coun- 
try's domestic  banks  can  borrow  from 
its  central  bank. 

Presently,  there  are  several  interest- 
ing situations  in  the  major  currencies. 
Based  primarily  on  the  U.K.'s  new- 
found energy  self-sufficiency  and  Mrs. 
Thatcher's  attempt  to  straighten  out 
the  U.K.'s  economy,  a  long  position  in 
the  pound  looks  mighty  tempting. 
However,  the  most  interesting  specu- 
lation at  this  time  is  the  relationship 
between  the  deutsche  mark  and  the 
Swiss  franc.  I  believe  that  the  franc  is 
overvalued  in  relation  to  the  mark.  I 
recommend  the  purchase  of  the  mark, 
while  selling  the  franc,  with  the  franc 
at  least  at  a  610-point  premium  to  the 
mark  (basis  the  September  contract). 
Unfortunately,  most  brokers  make 
you  margin  both  sides  of  this  spread 
(about  $4,000)  and  pay  round-tum 
commissions  on  both  contracts.  It  is 
not  unreasonable  to  expect  this  spread 
to  narrow  by  250  points  ($3,125).  I 
would  risk  no  more  than  100  points 
on  this  position  ($1,250).  I 


Playing  the  currency  market 


These  numbers  help  currency  traders  determine  where  to  put  their 
money  for  a  profit  in  the  futures  market.  For  example,  all  other 
factors  being  equal  (and  they  rarely  are),  a  trader  might  decide  to  go 
long  the  mark  and  short  the  pound,  based  on  the  wide  disparity  in 
inflation  rates  and  balance-of-trade  figures.  * 


International 

Balance 

 CPI  change  

reserves 

of  trade 

Discount 

last  12 

10/31/79 

10,79 

rate 

Country 

10,79 

months 

(billions] 

(millions) 

11/23,79 

U.S.  (Sept.  statistics) 

+  1.7% 

+12.1% 

$18.5 

-$2,830 

12.00% 

West  Germany 

+0.3 

+  5.6 

55.5 

+  11 

6.00 

U.K. 

+  1.0 

+  17.2 

22.5 

-715 

17.00 

Switzerland 

-0.1 

+  5.6 

13.5 

-357 

2.00 

Japan 

+  1.3 

+  3.1 

23.3 

-350 

6.25 

Canada 

+0.7 

+9.3 

3.9 

+641 

14.00 

'Data  from  Weinberg  Brothers  &  Co. 
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N FORMATION  PROCESSING: 
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CONSUMER 
ELECTRONICS 
MAY  26, 1980 


Newsweek^lnternational 
Special  Sections/1980 


Every  week,  Newsweek  International  focuses 
on  an  audience  loaded  with  buying  potential. 
But  Special  Sections/1980  will  target  in  even 
tighter  . .  on  men  who  make  critical  business 
decisions;  key  executives  with  incomes  which 
allow  them  to  buy  what  they  want,  when 
they  want  it. 

Special  Sections/1980  will  focus  our  readers' 
attention  on  six  specific  product  areas.  Rele- 
vant, informative  editorial  will  provide  your 
advertising  with  a  high-intensity,  response- 
oriented  environment. 

They're  a  good  place  to  do  serious  business. 

INFORMATION  PROCESSING: 

One  of  the  world's  fastest-growing  industries 
will  be  reviewed  in  detail,  with  special  atten- 
tion to  new  advances  already  in  production, 
and  marvels  to  come  in  the  next  decade. 
Issue  Date:  March  10.  Advertising  Close: 
February  11. 


CONSUMER  ELECTRONICS: 

From  robot-toys  to  video  wall-screens, 
Newsweek  International  will  survey  the  ever- 
increasing  ways  electronics  will  be  used  to 
provide  entertainment  and  service  in  the 
home  Issue  Date:  May  26.  Advertising  Close: 
April  7. 

INTERNATIONAL  BANKING: 
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Hungarians  eat  in  Hungarian  restaurants 
in  Hungary  and  do  the  same  in  the  U.S. 
Only  Americans  find  that  strange. 

THE  FORK  IN 
THE  ROAD 


By  Srully  Blotnick 


America  adopted 
England's  language, 
but,  happily,  did  not 
adopt  her  cuisine. 
The  native  English 
stuff  is  so  bland  and 
undistinctive,  we 
are  fortunate  not  to 
have  gotten  in  the 
habit  of  it. 
That  fact  has  con- 
tributed to  political  stability  in  the 
U.S.  in  the  post-World  War  II  period, 
for  it  allowed  hundreds  of  thousands 
of  middle-class  foreign  nationals  to 
come  to  the  U.S.  and  earn  a  decent 
living.  How?  By  opening  and  working 
in  restaurants.  The  gap  created  by  the 
lack  of  an  inherited  American  cuisine 
proved  a  major  avenue  of  opportunity. 

Immigrants  to  the  U.S.  have  tradi- 
tionally clustered  together  for  a  gen- 
eration or  two  with  people  from  their 
prior  homeland  before  feeling  com- 
fortable enough  to  enter  the  American 
mainstream.  Opening  a  restaurant 
has  provided  recent  immigrants  with 
a  similar  "old  country"  atmosphere. 
Staffed  by  family  and  friends,  with 
more  than  enough  work  for  all  to  do, 
it  is  in  many  ways  a  commercially 
successful  micro-ghetto.  And  since 
the  U.S.  economy  is  now  oriented 
more  toward  services  than  goods, 
meals  instead  of  manufacturing  repre- 
sent a  better  business  choice. 

Yet  as  the  proprietors  well  realized, 
the  businesses  would  not  have  pros- 
pered had  their  clientele  consisted 
only  of  other  recent  immigrants  of  the 
same  nationality.  "We  needed  lots  of 
different  customers,  all  kinds  of 
Americans,"  said  one,  who  opened  a 
pair  of  Italian  restaurants  in  Washing- 
ton, D.C.  Luckily,  Americans  proved 
adventurous,    and   their   forays  in 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


search  of  good  foreign  food  show  no 
sign  of  slackening.  The  key  question 
is:  Who  has  done  well  in  this  busi- 
ness, and  why? 

Startup  costs  were  surprisingly  low. 
According  to  a  salesman  at  the  Hobart 
Corp.,  the  nation's  largest  manufac- 
turer of  quality  food  service  equip- 
ment: "Most  of  it  can  be  leased,"  and 
in  case  of  an  impending  failure,  is 
usually  repossessed.  The  leasing  or 
purchase  of  seized  equipment  can  of- 
ten be  done  very  reasonably.  Of  286 
moderately  priced  restaurants  in  New 
York,  Boston,  Washington,  Miami 
and  Los  Angeles  only  46%  owned  out- 
right all  the  equipment  in  the  place.  "I 
couldn't  afford  it,"  said  one  propri- 
etor, a  Spaniard.  "It  was  lease,  or  not 
open  up  at  all." 

In  31%  of  the  instances,  the  owners 
purchased  a  previously  existing  res- 
taurant and  redecorated  it.  In  almost 
60%  of  these  cases,  the  prior  owners 
gave  good  terms — the  median  pur- 
chase price  (in  constant  1967  dollars) 
of  52  transactions  was  $103,000,  with 
$34,000  in  cash  required  and  a  pay-out 
averaging  approximately  41  months 
for  the  remainder. 

Many  prospective  owners  had 
sought — but  not  found — an  existing 
restaurant.  "It's  much  easier,"  an  Ar- 
gentinian told  me.  "Some  of  the  work 
is  already  done  for  you."  Costs  con- 
nected with  installing  an  adequate 
kitchen  were  high.  "Half  of  what  I 
spent  went  into  this,"  said  a  French 
restaurant  owner,  pointing  to  his  glis- 
tening new  appliances  and  the  re- 
quired wiring,  ducts,  vents,  drains  and 
storage  facilities. 

A  wide  variety  of  local  restaurant 
supply  companies  are  eager  to  do  busi- 
ness with  new  establishments,  and 
according  to  spokesmen  at  Ritter 
Food  and  Glenn  Alden  Food,  major 
food  distributors  to  the  restaurants  in 
our  sample:  "We  keep  careful  check 
and  don't  let  anyone  get  in  too  far 
over  his  head." 

Liquor,  however,  proved  another 


118 


FORBES,  FEBRUARY  4,  1980 


MONEY&  INVESTMENTS 


natter  entirely,  and  more  than  92% 
:omplained  of  the  excessive  red  tape 
equired  to  get  the  appropriate  li- 
:enses.  Some  still  don't  have  them. 
'You  have  to  pay  a  fee  just  so  that  you 
:an  pay  a  fee,"  said  one  exasperatedly. 
Nevertheless,  it  was  essential.  "We 
nake  more  on  the  liquor  than  we  do 
»n  the  food,"  said  another  owner. 
'Without  our  license,  we'd  be  out  of 
lusiness." 

What  are  the  characteristics  shared 
iy  the  most  successful  restaurants? 
irst,  their  waiters  quietly,  but  consci- 
ntiously,  attempt  to  push  the  food 
hat  is  in  inventory.  "If  I  have  40 
hickens  in  the  refrigerator  and  every- 
ody  orders  veal,  I'm  in  big  trouble," 
aid  one  owner.  "Poultry  doesn't 
:eep."  The  losses  incurred  daily  as  a 
esult  of  food  spoilage  mount  quickly, 
nd  in  many  instances,  fatally. 

Thus,  the  waiter  telling  you  what 
he  kitchen  has  plenty  of:  "Oh,  that's 
sry  good  tonight,"  can  make  all  the 
ifference.  Responding  to  a  question 
bout  purchasing,  one  owner  put  it 
fell:  "It's  not  only  smart  buying  that 
ounts,  it's  smart  selling."  He  makes  a 
oint  of  having  his  waiters  politely 
ush  liquor — and  salads  too:  "They 
ost  pennies,  sell  for  dollars  and  pay 
le  rent."  ("Would  you  care  for  a  sal- 
d?  A  cocktail  before  dinner?")  Expen- 
ive  restaurants  can  afford  to  let  you 
rder  what  you  want,  since  the  prices 
ley  charge  cover  what  you  eat  as  well 
s  what  they  have  to  throw  away.  But 
1  successful  moderately  priced 
laces,  waiters  are  expected  to  mer- 
handise  actively  what  is  in  the  kitch- 
n.  Emphasizing  the  day's  specials  ac- 
omplishes  the  goal,  since  customers 
sually  assume  that  those  dishes  are 
esher — and  better. 

The  other  crucial  characteristics  are 
leanliness  and  authenticity.  The 
lace  has  to  be  clean  and  the  person- 
el  and  food  (even  more  than  the  de- 
Dr)  have  to  give  the  appearance  of 
eing  foreign.  Those  who  have  been 
l  the  restaurant  business  abroad 
:em  to  know  best  how  to  create  that 
tmosphere.  For,  unlike  in  the  U.S.,  in 
urope  each  country's  citizens  auto- 
latically  look  for  a  restaurant  serving 
leir  own  national  cuisine.  That  is, 
renchmen  dining  out  go  to  the  best 
rench  restaurant  they  can  afford, 
alians  do  the  same  with  Italian  food, 
nd  Spaniards  with  Spanish  food. 

There  is  only  one  exception  in  Eu- 
)pe,  one  country  whose  citizens  in- 
:inctively  search  out  foreign  cuisines 
rhen  dining  out. 

Yep,  you  guessed  it.  England.  ■ 


To  earn  todays 
high  yields, 

call  toll-free. 


One  of  America's  largest  general  pur- 
pose money  market  funds  allows  you  to 
enjoy  today's  record  high  yields,  without 
giving  up  liquidity  and  stability. 

For  a  minimum  initial  investment  of 
only  $10,000.  FDIT  offers  high  money 
market  yields,  a  $1  share  price,  no 
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Call  today  for  a  current  yield  and 
an  application  form. 

Call  Free 
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In  Mass.  Call  Collect  (617)  523-1919 
Fidelity 
■  Group 

Over  $5  billion  of  assets  under  management 


FIDELITY  3* 
DAILY  INCOME 
TRUST 

RO.  Box  K:(2,  Dept.  IB  020480 
H2  Devonshire  St., 
Boston.  Miss!  02103 

For  more  complete  information,  includ- 
ing management  fees  and  expenses, 
please  write  or  call  for  a  prospectus  Read 
it  carefully  before  you  invest  or  send 
money. 
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(with  only  $1,000.) 


Call  toll  free 
1-800-638-5660  t 
to  learn  our  i 
current  peak  yield. 
You'll  also  want 

to  consider 
these  advantages:  x 
•  Free  check  writing. 

•  Immediate  liquidity — no 

withdrawal  penalty. 
•  No-Load.  No  sales  charge. 

•  Toll- Free  telephone 
redemption/transfer. 

If  busy,  or  in  f 
Maryland,  call  j 
collect  301- 
547-2308. 


RowePrice 
Prime  Reserve  Rind,  Inc. 


100  E.  Pratt  St 
Baltimore,  Marvlu. 


.1  21202 


 Zip  Code  

more  complete  information, 
including  management  fee 
and  other  charges  and 
expenses,  obtain  a  pros- 
pectus. Read  it  carefully 
before  you  invest  or 
send  money. 
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Today  David  L.  Babson  likes  stocks,  precise- 
ly because  they  are  neglected,  in  compari- 
son with  other  forms  of  investments. 

ADVICE  FROM 
A  WISE  MAN 


By  John  Train 


David  L.  Babson, 
founder  (half  a  cen- 
tury ago)  of  the  in- 
vestment advisory 
firm  that  bears  his 
name,  is  now  living 
in  New  Hampshire 
and  makes  only  oc- 
casional trips  to  his 
Boston  office,  but 
Babson  remains  one 


of  the  wisest  observers  of  the  invest- 
ment scene. 

Above  all,  he  has  always  had 
enough  plain  New  England  character 
to  speak  up  when  he  feels  that  things 
are  getting  a  bit  crazy. 

What  does  Babson  say  today? 

The  "gunslingers"  of  the  Sixties 
have  been  swept  away,  but  the  parade 
continues  of  faddists  who  don't  have 
the  knowledge  and  the  discipline  to 
be  true  investors.  Instead,  they  jump 
aboard  each  new  fashion — of  which 
modern  portfolio  theory  and  indexing 
are  the  latest — that  will  enable  them 
to  avoid  really  understanding  the  es- 
sence of  investment:  owning  a  share 
in  a  specific  business. 

The  worst  aspect  of  these  crazes,  he 
au  is  that  the  institutions  now 
domir  e  the  market  on  a  day-to-day 
basis,  ;ir  effective  result,  even 

though  the  legal,  is  all  too  close  to 
the  mampula.  pools"  of  the  late 
Twenties. 

A  similar  loss  oi  st«  ss  and  real- 
ism, for  Babson,  is  show;;  in  the  ex- 
tr-iordinary  growth  of  essentially 
S]  ulative  activity:  "Market  tim- 
ing vstems,  which  never  work  for 
moi  '  an  a  little  while — options, 
comn.  ies,  rapid  turnover.  Even 
major  n  itions  managing  pension 
and  endov  r  funds,  which  have  a 
duty  to  knov       ter,  are  caught  up  in 


John  Train  is  presides  rain,  Smith,  Invest- 
ment Counsel,  New  >b/.-  i  >  the  author  of 
Dance  of  the  Money  Bees. 


this  dance  so  reminiscent  of  the  last 
years  before  the  Great  Crash. 

Babson  suggests  that  the  main  rea- 
son for  the  lack  of  wisdom  and  com- 
mon sense  of  so  many  of  today's  insti- 
tutional money  managers,  who  more 
and  more  are  being  shown  to  be  less 
successful  investors  than  the  public,  is 
embodied  in  the  attitudes  of  our  soci- 
ety, which  these  money  managers 
merely  reflect.  Here  Babson  digs  into 
history. 

After  the  Great  Crash  and  the  De- 
pression, Americans  resolved  to  make 
it  impossible  for  such  a  catastrophe 
ever  to  recur.  As  a  result,  a  great  num- 
ber of  economic  stabilizers  were  put 
in  place  to  insure  that  business  slow- 
downs or  recessions  couldn't  degener- 
ate into  full-size  economic  tailspins:  a 
full  employment  policy  and  unem- 
ployment insurance,  a  commitment 
to  deficit  spending  to  prime  the 
pump,  easy  credit  facilities  for  dis- 
tressed industries  and  the  like. 

However,  Babson  observes,  the  re- 
formers who  put  these  stabilizers  in 
place  never  anticipated  that  they 
would  be  too  successful  in  preventing 
deflation.  The  recessions  of  1937  and 
1953-54  were  halted  and  people 
breathed  easier.  Then  came  the  reces- 
sion of  1957-58,  a  sharp  test.  Again 
the  stabilizers  prevented  an  accelera- 
tion of  the  decline,  and  the  economic 
mechanism  got  back  on  course.  This 
time  economists,  businessmen  and 
investors  became  convinced  that  the 
stabilizers  truly  worked  and  that  an 
old-fashioned  depression  had  become 
almost  impossible. 

But  as  Babson  pointed  out  at  the 
time,  that  produced  a  new  catastro- 
phe, the  one  we  are  living  with  now — 
perennial  inflation.  The  temptation 
for  the  government  to  speed  up  deficit 
spending  every  time  business  started 
down  even  a  little,  and  the  impossibil- 
ity of  cutting  back  again  later,  virtual- 
ly assured  chronic  excesses  in  the 
money  supply  and,  following  from 
that,  perennially  higher  prices. 
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Also,  Congress  enacted  legislation 
so  favorable  to  labor  that  the  fear  of 
losing  one's  job  because  of  laziness 
scarcely  exists.  So  management  loses 
its  power  of  discipline  and  productiv- 
ity falls,  again  increasing  inflation. 

Finally,  abandoning  the  gold  stan- 
dard, "a  harsh  fiscal  disciplinarian," 
as  Babson  calls  it,  to  be  sure.  But  it 
was  one  that  was  never  replaced. 
Without  it,  there  was  virtually  no 
check  on  government's  accumulation 
of  debt.  That  led  Congress  to  offer 
larger  social  benefits  than  can  ever  be 
paid  for  and  the  public  to  incur  more 
debt  than  it  can  ever  repay — except  by 
inflation.  Direct  debt  of  every  sort, 
Babson  points  out,  now  totals  $75,000 
per  American  family,  with  the  burden 
of  other  obligations,  including  funding 
Social  Security,  more  than  twice  that, 
or  a  total  of  over  a  quarter  of  a  million 
dollars  per  family! 

The  loss  of  financial  common  sense 
is,  for  Babson,  illustrated  by  young 
couples  of  modest  means  who  buy 
$100,000  houses  with  10%  down  pay- 
ments. Under  normal  circumstances  a 
grossly  excessive  commitment.  They 
would  not  dare  take  such  a  risk  unless 
they  were  convinced  that  the  bread- 
winner could  never  have  a  pay  cut  nor 
the  house  decline  in  price.  So  goodbye 
to  frugality,  savings  and  prudence. 

This  attitude,  in  turn,  according  to 
Babson,  has  led  to  the  present  empha- 
sis, which  he  deplores,  on  speculation 
instead  of  real  investing.  People  have 
lost  their  sense  of  reality. 

Today  Babson  likes  stocks,  precise- 
ly because  they  are  neglected,  in  com- 
parison with  commodities,  options, 
collectibles,  real  estate  and  the  like. 
And  within  stocks  he  sees  a  particular 
opportunity.  Most  professional  inves- 
tors are  focusing  either  on  the  higher- 
growth  companies,  which  seem  able 
to  cope  easily  with  inflation  and  re- 
cession, or  the  low  P/E  companies 
with  unusually  high  yields.  For  Bab- 
son, therefore,  an  exceptionally  at- 
tractive area  is  the  great  established 
companies  that  have  neither  extraor- 
dinary yields  nor  prodigious  growth, 
but  are  a  good  combination  of  the 
two:  3M,  Xerox,  Dow  Chemical,  IBM, 
Johnson  &  Johnson,  Merck,  Procter  & 
Gamble,  Connecticut  General, 
American  Home  and  the  other  favor- 
ites of  yesteryear,  now  dismissed  by 
the  professionals  because  they  are 
"over-owned"  or  "unexciting." 

"Don't  believe  it,"  says  Babson. 
"They  may  not  be  dramatic  now,  but 
that's  why  they're  likely  to  be  in  the 
future."  ■ 
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DIVIDEND 
NOTICE 

A  regular  quarterly  dividend 
at  the  rate  of  63c  per  com- 
mon share  will  be  paid 
February  1 ,  1 980,  to  stock- 
holders of  record  January 
9,  1980.  Iowa  Resources 
Inc.  is  a  holding  company 
formed  effective  November 
1,  1979,  with  Iowa  Power 
and  Light  Company  as  its 
principal  subsidiary. 


Phillip  D.  Ehm 

Vice  President  and  Treasurer 


IOWA  RESOURCES  INC. 

666  Grand  Avenue 

Des  Moines,  Iowa  50303 

Operating  subsidiary: 

llOWA  POWER  AND  LIGHT  COMPANY 


SCOTCH  WHISKY 

FREE  APPRAISAL  OF  SCOTCH  WHISKY  HOLDINGS 

If  you  have  Scotch  Whisky  and  would  like  to  sell, 
we  may  have  buyers.  Tell  us  the  year,  distillery, 
and  quantity  and  you  will  receive  a  prompt  written 
reply. 

RESALE  ACCRUED  EQUITIES  Inc. 

"Scotch  Whiskey  Brokers  since  1960"  .  .  . 
Registered  Broker/Dealer  since  1976. 
Write  F.P.  Schoenwald 
295  Northern  Blvd.,  Great  Neck,  N  Y.  11021 

'516)  466-0808 


HdpFi&hf 

MS 

IV       it  Multiple  Sclerosis  Society 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
A  mer.  Express  & 
Diners  Club 
251  E.  03rd  Street 
( Bet.  2  nd  &  3rd  Aves.) 
NYC.  753-8450-1 


Market  1  fends 


Our  government  was  not  so  stupid,  calling 
in  those  silver  certificates  in  the  Sixties. 

SILVER  THREADS 
AMONG  THE  GOLD 


By  Martin  T.  Sosnoff 


The  Arabs  beat  me 
out  of  a  million 
shares  of  Sunshine 
Mining  a  month  and 
15  points  ago.  This 
was  the  stock  the 
Hunts  had  sold  to 
the  company  after 
an  unsuccessful 
move  to  get  control. 
The  million-odd 
shares  of  Sunshine  lay  around  all  sum- 
mer and  when  silver  started  its  zippy 
acceleration  this  fall,  we  got  interest- 
ed, obviously  too  late.  The  spot  price 
of  silver  was  $18  then  and  in  January 
is  36  bucks,  having  opened  up  the 
limit  ten  days  in  a  row.  You  can't  get 
in,  you  can't  get  out.  Contracts  are 
denominated  in  5,000  ounces  and  it 
takes  just  a  few  hundred  contracts  to 
move  the  market.  The  movers  are  out 
there  in  the  Mideast  desert.  Four 
Arabs  sipping  cola  or  Turkish  coffee 
can  make  the  market  gyrate  like  a 
professional  belly  dancer.  The  move- 
ment is  obvious  but  no  less  delectable. 

The  stark  beauty  of  precious-metals 
speculation  is  that  everyone  starts 
even.  There  is  no  usable  inside  infor- 
mation. The  statistical  position  of  sil- 
ver is  well  publicized.  Out  in  Idaho, 
where  everyone  mines  the  same  lode, 
it  costs  over  five  bucks  an  ounce  to 
get  the  metal  up  5,000  feet.  This  is 
where  silver  sold  early  in  1978.  More 
silver  is  a  byproduct  of  copper  output 
worldwide.  You  know  that  copper  is 
doing  well  at  over  a  buck  a  pound. 
Minimal  new  production  is  coming 
on  stream  and  inventories  at  the  pro- 
ducer and  user  level  are  much  lower 
than  when  we  went  into  the  last  re- 
cession in  1974. 

Silver  is  a  deficit  metal;  somewhere 
between  100  million  and  150  million 


Martin  T  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  tfje  ant/x>r  of 
Humble  on  Wall  Street. 


ounces  must  come  out  of  hoarding  to 
satisfy  industrial  needs.  Most  of  the 
dishoarding  comes  out  of  India. 

Nobody  knows  how  much  silver  is 
hoarded.  Our  government  was  not  so 
stupid,  calling  in  those  silver  certifi- 
cates in  the  Sixties,  not  to  mention 
the  old  silver  dollars  with  half  an 
ounce  of  the  metal,  worth  today  about 
13  times  face. 

What  is  an  ounce  of  silver  worth?  Is 
its  floor  what  it  costs  to  haul  it  out  of 
the  earth — 5  bucks — or  is  it  tied  by 
some  symbiotic  thread  to  the  price  of 
gold  or  to  a  fever  chart  on  the  velocity 
of  the  game  of  musical  chairs  played 
in  the  Mideast?  While  our  State  De- 
partment concentrated  on  shuttle  di- 
plomacy between  Israel  and  Egypt, 
the  bush  smoldered  into  flames  else- 
where. Every  stray  shot  in  the  desert 
triggers  incremental  precious-metals 
buying  and  once  you  buy  you  never 
sell,  but  clutch  your  500-ounce  ingot 
to  your  bosom  forevermore. 

There  is  nothing  magical  about  ana- 
lyzing a  silver  mine.  You  look  at  pro- 
duction volume,  mining  costs  and  re- 
serve life.  Then  you  add  a  12%  factor 
for  inflation  and  discount  the  future 
realization  of  production  at  anywhere 
from  12%  to  15%  depending  on  what 
you  think  long-term  interest  rates  will 
average  the  next  decade.  If  you  use  the 
current  spot  price  of  silver,  the  values 
of  the  Idaho  properties — Sunshine, 
Callahan,  Hecla  and  part  of  Asarco— 
mushroom.  Not  only  do  earnings  soar 
from  current  levels  but  even  the  dis- 
counted value  of  the  mines  after  the 
blowoff  in  shares  prices  is  a  respect- 
able discount,  no  more  or  less  than 
the  discount  on  oil  reserves.  (Getty 
and  Superior  Oil  sell  at  about  50%  of 
appraised  value.) 

There  is  nothing  romantic  about  a 
silver  mine.  You  sink  a  shaft  down 
4,500  feet  and  get  yourself  500  miners 
on  the  payroll.  The  union  is  tough, 
militant  and  has  a  long  memory.  In 
1972  a  mine  disaster  in  Idaho  killed 
92  miners  and  litigation  is  just  wind- 
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ing  down.  As  with  coal  mining,  it  is 
difficult  to  increase  production  or  pro- 
ductivity in  deep  mine  operations. 
Better  if  you  can  separate  silver  out  of 
a  copper  pit  like  Asarco  does  in  Peru, 
Australia  and  Mexico. 

When  you  infuse  the  present  hyste- 
ria with  facts,  you  find  some  bench- 
marks for  assessing  the  staying  power 
of  present  metals  prices.  One  must 
turn  to  oil  to  understand  gold  and,  by 
further  deduction,  silver.  A  barrel  of 
friendly  Middle  East  crude  goes  for 
$26,  and  although  oil  is  as  yet  denomi- 
nated in  dollars  on  world  markets,  the 
Arabs  are  moving  gradually  toward  a 
market  basket  of  currencies.  The  dol- 
lar depreciates  too  fast.  It  is  not  a 
giant  step  to  include  gold  in  the  mar- 
ket basket  along  with  German  marks 
and  Swiss  francs.  Already,  a  few  trans- 
actions in  oil  for  gold  are  known  and 
the  ratio  of  gold  to  oil  seems  to  be  in 
the  groove  of  20  to  1 .  If  gold  is  to  oil  at 
20  to  1,  then  what  is  the  ratio  of  silver 
to  gold?  It  also  looks  like  20  to  1  with 
spot  prices  at  $26  an  ounce  as  gold 
touched  $520. 

The  Arabs  want  some  diversifica- 
tion away  from  world  currencies. 
Gold  and  silver  are  convenient  stop- 
ping points,  along  with  farmland,  of- 
fice buildings  and  IBM  debentures. 
Staying  power  of  the  buyers  should 
not  be  underestimated.  The  Mideast 
surplus  from  oil  in  1980  comes  in  at 
$80  billion,  $55  billion  last  year  and 
$7  billion  in  1978.  Aside  from  the 
problems  of  recycling  all  this  wealth 
you  have  to  know  that  some  marginal 
amount  will  opt  for  precious  metals.  A 
billion  dollars  allocated  to  silver  is 
enough  to  keep  commodity  markets 
bubbling  for  years.  A  500%  move 
without  a  major  correction  is  unpre- 
cedented. The  word  is  to  stay  away 
lest  you  become  a  sold-out  bull  in  any 
meaningful  correction. 

The  coward's  way  out  is  the  com- 
mon stock  route.  Asarco  has  more 
silver  production  per  share — half  an 
ounce — than  most  pure  silver  compa- 
nies. Its  earnings,  which  were  in  a 
deficit  position  early  in  1978,  will 
probably  exceed  $15  a  share  this  year, 
unless  copper  prices  collapse.  They 
should  be  building  the  pyramids  out 
of  copper;  no  collapse  is  in  sight. 
Plenty  of  book  value,  a  good  balance 
sheet  and  substantial  profits  from  sil- 
ver inventory  in  excess  of  10  million 
ounces.  Diversification  out  of  oils 
into  other  natural  resources  securities 
has  started.  If  it  doesn't  work,  we  can 
all  use  those  500-ounce  ingots  as 
doorstops.  ■ 
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298th  COMMON  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  One  Dollar  and  Thirty  Seven 
and  One  Half  Cents  ($1,375)  per  share  has  been  declared  upon  the 
Common  Stock  of  American  Brands,  Inc.,  payable  in  cash  on 
March  1,  1980,  to  stockholders  of  record  at  the  close  of 
business  February  7,  1980. 
Checks  will  be  mailed. 
C.  A.  Mehos,  Executive  Vice-President  &  Chief  Financial  Officer 

December  27,  1979 

t/&  iJ&nt/u&cvn  tjv^ieco-^wyxa^- 

GALLAHER  LIMITED 

The  Franklin  Life  Insurance  Company 

JdtnrslB.IHeam  distilling  (Co. 

Master  Lock  Company 

©Wilson  Jones 


Sunshine  Biscuits,  inc. 

o 

Jegens 


'  ACU5HNET  COMPANY 


THE  ANDREW 


COMPANY 


VISIBLE     RECORDS.  INC 


W.  R.  Csgjjp  &  Sons  Cutlery 
DUFFY -MOTT  COMPANY,  INC. 

American  Brands,  Inc.,  245  Park  Avenue,  New  York,  N.Y.  10017 


Handsome  slip  cases 
that  hold  a  full  year 
of  Forbes 


You  can  stop  Forbes  getting 
limp,  dog-eared  or  lost  by  keep- 
ing your  copies  in  this  sturdy  slip 
case— big  enough  to  hold  a  year 
of  Forbes  magazines. 

Crafted  by  hand,  the  case  is 
bound  in  black  grained  simu- 
lated leather  with  a  contrasting 
red  spine.  The  Forbes  title  is 
boldly  embossed  in  gold.  Enough 
gold  transfer  foil  is  included  for 
adding  the  volume  ano  year  you 
wish. 


TO:  Jesse  Jores  Pox  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 

Please  send  me  Forbes  Slip  Cases. 

My  check  for  is  enclosed. 

Prices:  $4.95  each,  3  for  $14,  6  for 
$24.  (Postage  and  handling  i  , eluded.) 
Orders  outside  U.S.,  add  $"  per  case 
for  postage  and  handling 

Name    


(pleas 


,nt) 


Address. 
City  


Adte. 


-Zip. 


Please  allow  4  to  6  weeks  for  delivery. 


FORBES,  FEBRUARY  4,  1980 


123 


R>rbes/ Index 


Index  of  companies  covered  In  newa  stories  and  by  the  columnists  in  this  issue. 


AM  Intl   54 

Alumax   90 

AMAX   90 

American  Home   1 20 

American  Nuclear   54 

Amoco  47 

Anaconda   91 

Archaray  Enterprises   35 

ArcoOil  &  Gas   47 

Armco   89 

Asarco   122 

Avino  Mines   35 

Bank  of  America   59 

British  Leyland   40 

British  Steel   40 

California  Federal  Savings  <k  Loan  Assoc   38 

Callahan  Mining   122 

Cameron  Iron  Works   89 

Cananm  Investment   35 

Capital  Sports   109 

Chase  Manhattan   70 

Chevron  USA   46 

Citicorp  70 

Coca-Cola   79 

Cohn  Precious  Metals   35 

Cole  Natl  84 

Combustion  Engineering   89 

Compagnie  Ge'ne'rale  d'Electricite 

(France)   104 

Connecticut  General   120 

Consolidated  Foods   80 

Consumers' Gas  (Canada]   39,  109 

Continental  Corp   17 

Continental  Telephone   54 

Crocker  Natl   59 

Cuisinarts   94 

Cusac  Inds  Ltd   35 


Dade  Savings  &  Loan  Assoc   38 

Walt  Disney  Prods   104 

Distillers  Co  Ltd  39 

Dow  Chemical   „  120 

Bob  Evans  Farms   54 

Exxon   45 

FMC  Corp   34 

Federal  Gold  &  Silver   35 

Financial  Federation  54 

Freeport  Gold  34 

Freeport  Minerals   34 

Friden  Mailing  Equipment   103 

General  Cinema   80 

GE   94 

General  Foods   80 

Glenn  Alden  Food   118 

Goodyear  68 

Gulf  &  Western  Inds   104 

Hecla  Mining  122 

Highland  Distilleries  (Scotland)   39 

Hitachi  Ltd   54 

Hobart   118 

Homestake  Mining   33 

Houston  Oil  &  Minerals   33 

IMS  Intl   104 

IBM   54,  120 

International  Gold  Transfer   35 

Johnson  &  [ohnson   120 

Kennecott  Copper   34 

Kmart  84 

3M   120 

Marathon  Mfg   47 

Merck  120 

Merry  Cos   54 

Mitsui  90 

Mobil  Oil   45 

Moulinex   94 


NL  Inds   89 

Oak  Inds   54 

PSA  54 

PepsiCo   79 

Phillips  Petroleum   47 

Pitney-Bowes   103 

Playboy  Enterprises   27 

Procter  &  Gamble   120 

Resources  Ltd   35 

R.J.  Reynolds   80 

Ritter  Food   1 18 

Robertson  &  Baxter  Ltd  (Scotland)   39 

St.  Joe  Minerals  33 

St.  Regis  Paper  37 

Schering-Plough   54 

Seagram  Co  Ltd   39 

Security  Pacific  59 

Shell  Oil   45 

Standard  Brands  Paint   84 

Sunbeam   94 

Sunshine  Mining   122 

Syntex   54 

Tandy   20 

Teleprompter   54 

Texas  Gas  Transmission   20 

Timken   89 

Travelers   54 

Unilever   80 

U.S.  Steel   ,  14 

Hiram  Walker-Gooderham  &  Worts  Ltd 

(Canada)   39,  109 

Waring  94 

Watkins-Johnson   54 

Wells  Fargo   59 

Western  Bancorp   59 

White  Rock   79 

Xerox   120 


Do  you  know  anybody 
who  is  somebody 

in  business 
who  does  not  read 
*brbes  Magazine? 

Rirbes: 
CapkalistTbol 
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HOW  TO 

ORDER  SOUP  IN  CANNES 


DIAL  DIRECT 

Does  your  area  have  Inrernarional  Dialing?  If  so,  you  can  call  around  the  world 
in  less  rime  rhan  ir  rakes  ro  hum  "La  Marseillaise."  Because  you  can  dial  yourself, 
wirhour  Operaror  assistance.  And  wirhour  waiting.  Here's  how  to  dial  Cannes: 


INTERNATIONAL  ACCESS  CODE  COUNTRY  CODE         CITY  CODE 


01 1  +  30  +  93  +  LOCAL  numder 

Dialing  direct  saves  more  than  time- it  also  saves  you  money-75(t,  about  1 1  % 
on  a  0-minute  call  to  Cannes.  Tres  bien! 

ALMOST  DIRECT 

This  is  the  next  best  way  to  save  time  if  your  area  doesn't  have  direct  dialing  yet. 
Dial  0,  and  be  ready  to  give  the  Operator  the  country  city  and  local  telephone 
number  you  want.  Specify  Station-to-Station  or  Person-ro-Person.  The  fewer 
questions  the  Operator  must  ask,  the  faster  you'll  reach  your  party  And  on 
Station  calls  not  requiring  special  operator  assistance,  you  can  get  &    jme  low 
rates  as  International  Dialing. 

P.S.  Nearly  everyone  can  dial  direct  to  most  numbers  in  Canada,  the 
Caribbean,  Alaska,  Hawaii,  and  parrs  of  Mexico-just  as  you  dial  direct  to  cities 
inside  the  continental  U.S. 

Phoning  the  family  or  fixing  the  franc,  keep  a  record  of  the  cour  /  and 
city  codes  you  use  and  use  them  to  call  the  world-fast! 


CODES  FOR  PRINCIPAL  CITIES  IN  FRANCE  (33) 

Bordeaux           55    Lille              20  Reims  26 

Clermont-  Ferrand  73    Lyon              78  Rennes  99 

Dijon                 80    Marseille        91   Sr.  Erienne  77 

Grenoble            76    Nice              93  Strasbourg  88 

Le  Havre            35    Paris                1  Toulouse  61 


(§)  Bel!  System 
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BUSINESS  OPPORTUNITIES 


(Advertisement) 

$105,000  Cash  Paid 
Oil  Lease  Winner  in 
U.S  Gov't.  Lottery! 

Winners  Collect  MillionsSS 

New  York.  N  Y  (Special)  Robert  E  Bennett 
of  Rhode  Island  wrote  to  us  for  free  informa- 
tion and  entry  cards  on  the  U.S.  Gov't.  Lottery 
for  Oil  &  Gas  Lease  Rights,  and  the  third  lime 
he  entered  he  won!  Collected  $IOV<KKK ash  for 
rights  to  his  parcel.  PLUS  he  also  will  collect 
royally  payments  for  all  oil  pumped  from  the 
land  You  too  could  be  a  big  winner  in  this  little- 
known  U  S  Lottery  Millions  of  dollars  have 
been  paid  for  leases  —  hundreds  of  winners  ev- 
ery month  Any  U  S  citizen  age  2i  or  over  can 
enter  for  a  tax-deductible  i  10  government  fee 
For  FREE  REPORT.  Official  Entry  Cards 
Parcels  to  be  drawn,  write  to:  Energy  Groupof 
America.  .1308  Empire  State  Bldg  .  Dept.  F02, 
New  York.  N  Y  ICHXII 


FINANCIAL  BROKERS  NEEDED 

Lucrative,  Prestigious  Opportunities 
now  available.  Work  your  own  hours. 
No  experience  necessary.  National 
Company  will  assist.  Also,  financing 
is  available  for  all  worthwhile  projects 
at   competitive   rates.   Free  Details: 


D.F.C.  Corp. 


Dept.  43-G-2  1145  Reservoir  Avenue 
Cranston,  Rhode  Island  02920 


WIN  BIG  OIL  MONEY 

^    $10  PER  FILING* 


'Special  Offer 
One  filing  per  family 

To  introduce  you  to  this 
great  U  S  program 

The  U  S.  Government  each 
month  sponsors  a  little- 
known  Oil  Lease  Drawing  If 
you  are  21  and  a  citizen  you 
can  compete  with  the  Oil 
Companies  for  this  Federal 
land  A  $10.00  (Tax  Deduct- 
ible) fee  could  bring  you  as 
much  as  $100,000  immedi- 
ately plus  future  payments 

Call  for  Free  Brochure. 
"1-800-327-6991  (Toll  Free) 


OIL  &  GAS  CORP.  OF  COLORADO 

Dept  F-3,  1600  Broadway,  Suite  1685 
Denver.  Colorado  80202 


WE  WANT 
NEW  PRODUCTS 

Manufacturers:  increase  your  sales. 
Long  established  mail  order  firm 
looking  for  suitable  products  to 
promo  <hru  national  advertising. 
Any  tyi  >duct  considered.  Con- 
tact: MA  *DO,  114  E.  32nd 
Street,  New  York,  NY  10016.  (212) 
685-1407  Att.  i  Paglia, 


VA/IM  BIG  OIL  MONEY 

V^«*      PLUS  TAX  BEWBirf S 


The  U  S  Government  each  month  spanuon 
a  little-know  oil  lease  drawing.  If  you  lire 
21  and  a  citizen  you  can  compete  with 
the  otl  companies  for  this  federal  land 
A  $25  (Tax  Deductible)  fee  could 
bring  you  as  much  as  $75,000  immed 
itelv  Plus  future  payments.  Write 
D«pt.FFor  call  1  (800)  528-6050. 

Ext  321 

3408.  Boulder,  CO  80307 


lSTA, 
PRC 

I  Get  free  sample  in. 
I  lent.    Shows  big  money 
I  make  spare/full  time. 
|  ment  in  stock.  Clip  &  m 
I  Get  free  sample  import 


■  report.  No  obligation.  Offer 
I  ed  to  adults.  MELLINGER 


""orcherT 

usinessi 
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Classified/ 1 


February  4,  1980 


EXEC.  EDUCATION/BOOKS 


AUTOMOBILES 


FORBES  BINDERS 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fasf. 
Free  details. 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  68254 
Oakland,  California  94612 


SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight 
too!  Full  factory  warranty.  Specializ- 
ing in  Cadillac,  Pontiac  &  Olds,  in- 
cluding Diesel  models.  For  quote, 
mail  make  &  model  to: 

BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
Phone  (313)  565-5577 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Binders:  $6.50;  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$20.75.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $290.50.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$20.35.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $569.80.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 
SARAH  MADISON 
FORBES  CLASSIFIED 
60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


CO.,  , 

,6100  Variel  Ave.,  Dept  A1 592,  L 
^Woodland  Hills,  CA  9136.. 


REACH  THE  AFFLUENT 
IN  FORBES  CLASSIFIED 


One  out  of  every  13 
FORBES  subscribers 
is  a  millionaire 


Forbes 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

anufncturers'  Agents'  Newsletter 
Is  you  which  firms  are  looking  for 
presentatives.  the  firm's  product  line 
d  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dent.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


PRINCIPALS  &  REPS. 

-weekly  Bulletin  of  lines  available 
r  representation  in  all  fields,  plus 
:wsletter  and  many  other  services, 
tablished  23  years.  Details:  Dept.  9. 
UNITED  ASSOCIATION 
MANUFACTURERS  REPS. 
8  Broadway,  Kansas  City,  MO  64105 
(816)  842-8130 


EXECUTIVE  GIFTS 


TRS-80  COMPUTERS 

s  a  Radio  Shack  p  Authorized  Sales 
enter  owned  &  operated  by  Pan  Amer 
an  Electronics,  Inc.,  we  can  sell  them 
>r  less  No  taxes  collected  on  out-of- 
iate  shipments  We  pay  shipping  &  in 
jrance. 

TOLL  FREE  800/531-7466 
Texas  &  Main  No.  512/581-2765 
1117  Conway,  Mission,  Texas  78572 


AST  FACTS  ABOUT 
ORBES  SUBSCRIBERS 

Total  paid  circulation: 
680,000 

313,000  are  in  top 
management  positions 

190,000  serve  on  their 
companies'  board  of 
directors 

150,000  serve  on 
boards  of  companies 
other  than  their  own 

•  632,400  own  stock. 
Average  holdings: 
$232,000 

■  Average  household 
income  $52,700 

r  Average  net  worth: 
$553,600 


Forbes: 
Capitalist 
Tool9 


Classified/ 
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BOOKS  &  PERIODICALS 


REAL  ESTATE 


REAL  ESTATE 


«tte.V  SAUDI  ARABIA 
LEADING  MERCHANT 
FAMILIES 

Why  pick  a  name  at  random 
from  a  list?  Helps  you  spot 
your  competition  -  find  the 
firm  already  interested  in 
your  field  -  lists  current 
business  interests,  agencies, 
joint  ventures  —  family  con- 
nections and  business  history. 

Inter-Crescent  Publishing  Co. 

POB  8481,  Dallas,  TX  75205 
Specialist  publisher  on  the 

Arab  World 
$51.50  prepaid  postage  incl. 
request  free  catalog 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


ARBITRAGE  POTENTIAL 

For  your  personal  investment 
choices,  be  aware  of  stock 
acquisition  in  public  companies. 
Weekly  publication  of  SEC  filings 
$66  per  annum 
SKINNER  &  CO. 
110  Sutter  St.  (Suite  1003) 
San  Francisco,  CA  94104 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 180  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


Reach  the  Arab  Businessman  di- 
rect. Try  the  Personal  Approach. 
Names  and  addresses  of  6000 
Prominent  businessmen  and  Gov- 
ernment officials  in  Arabian  Gulf 
states:  $250.00. 

MIDDLE  EAST  REPORT 
P.O.  Box  15033 
Nashville,  Tennessee  37215.  U.S.A. 

CAPITAL  TO  INVEST 

CREATIVE  FINANCING 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standbys-Takeout-Permanent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 


HOBBIES 


WANT  TO  BUY  OBSOLETE 
STOCKS  and  BONDS 

pre-1900,  any  quantity 

Now  is  the  time  to  invest  in 
autograph  letters  and  docu- 
ments. Catalogue  $1.00. 

E.  MOORE,  ASSOC.,  Inc. 

Box  243,  Wynnewood,  PA  19096 


FLORIDA  LAND 

30,000  acres  undeveloped  land  on  St. 
Johns  River,  18  miles  east  of  Orlando 
between  State  Roads  46  &  50. 
Near  Ocala,  1100  acres  irrigated  soy 
beans,  corn,  vegetable  farmland  with 
2'A  miles  paved  frontage;  also  58 
acres  farmland;  450  acres  pasture- 
land:  186  acres  of  farmland.  Contact 
owner: 

NORRIS  COMPANY 
P.O.  Box  1088.  Ocala,  Fla.  32670 
(904)  622-7151 


HILTON  HEAD  ISLAND,  S.C. 
OCEAN  FRONT  VILLA 

$6000  DOWN 
$59,900  FULL  PRICE 
Fully  furnished 
OCEAN  FRONT  VILLA 
on  Hilton  Head  Island. 
90%  Financing. 
CALL  COLLECT 
(FW 12)  803-785-8666 


"SANIBEL  AND  CAPTIVA— 

ISLANDS  ON  THE 
GULF  OF  MEXICO 

Residences,  residential  lots, 
vacation  homes  and  condomin- 
iums, and  interval  ownership 
villas.  Islands'  leading  realtor 
specializing  in  prestige  waterfront 
properties  including  South  Seas 
Pla  ntation. 

Vacation  and  Investment 
Properties,  Inc.  Realtors, 
P.O.  Box  168 
Sanibel,  Fla.  33957 
(813)  472-5187 


OCEAN  FRONT  VILLA 

$5600  DOWN 
$55,900  FULL  PRICE 
Fully  Furnished 
OCEAN  FRONT  VILLA 
Nr  CHARLESTON  S.C. 
90%  Financing 

CALL  COLLECT 
(FW41)  803-588-2401 

FOR  SALE 
18.900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation   invited.  $13,000,000 

Contact:  Justice  Land  Association 
Box  501,  Dalhart,  Texas,  U.S.A.  79022 

Phone:  (806)  249-4000  or  249-2122 

FREE  CATALOG 

Big  .  .  .  Free  SPRING  1980  Catalog 
describes  and  pictures  more  than  2,700 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  43  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  641 12 


WANTED 

A  scenic  ranch  or  timber- 
land.  Will  pay  up  to  $200 
per  acre  cash. 

Box  A 18 1  Forbes 
60  Fifth  Avenue 
New  York.  N.Y.  10011 


LUXURY  RESIDENTIAL, 
ESTATE  AND  FARM 
PROPERTIES 

SOUTH  CAROLINA  -  Directly 
across  the  Sound  from  Hilton  Head 
a  390-acre  island  perfectly  suited 
for  development  as  exclusive 
beach  community  resort.  Property 
fronts  Atlantic  Ocean  and  Port 
Royal  Sound.  Brochure  #FB  16-04. 
NEW  YORK  STATE  -  One  hour 
from  New  York  City,  197  acres 
comprising  the  single  most  im- 
portant development  offering  in 
northern  Westchester  County.  Nec- 
essary zoning  permits  for  ma|or 
commercial  development. 

Brochure  #FB  1-71. 
PENNSYLVANIA  -  A  fine  eques- 
trian estate  set  on  139  acres,  less 
than  30  minutes  from  downtown 
Pittsburgh.  15  pastures,  most  with 
piped  city  water. 

Brochure  #FB  6-04. 
ST.  CROIX,  U.S.  VIRGIN  ISLANDS 
—  A  choice  beachfront  develop- 
ment property  comprising  approxi- 
mately 94  acres  on  the  northeast 
shore  of  the  island.  Zoning  per- 
mits hotel,  condominiums  and  res- 
idential use.  Brochure  #FB  9-09. 
RHODE  ISLAND  -  Extraordinary 
100-acre  farm  estate  in  superb 
setting  with  eastern  frontage  on 
Bristol  Harbour.  Narragansett  Bay 
on  the  west;  12-room  residence, 
extensive  barn  complex,  50  miles 
from  Boston.  Brochure  #FB  13-06. 
FLORIDA  — 2200-acre  cattle  ranch 
with  unusually  diversified  develop- 
ment potential:  20  minutes  from 
Tampa.  Fine  pastureland,  hard- 
woods, 2  lakes,  29  acres  of  orange 
groves.  Brochure  #FB  3-36. 

MARYLAND  —  54  acres  of  rolling 
pasture,    garden    and  woodland 
situated    in    Baltimore  County's 
most  private  and  prestigious  rural 
neighborhood,  ideal  for  exclusive 
subdivision.  %  of  a  mile  from  Belt- 
way 695,  15  minutes  from  Balti- 
more. Brochure  #FB  17-07. 
Please  contact  us  for  brochures 
and  further  information  on  these 
and  similar  fine  listings. 

Sotheby  Parke  Bernet 
International  Realty 

980  Madison  Ave.,  New  York  10021 
tel.  212/472-3465 


RES' 


VACATION 
RENTALS 
S.W.  FLORIDA 
&  FREEPORT 

Enjoy  lavishly  furnisher'  1,  2,  3 
bedroom  condos  wit!  all  the 
extras  you'd  expect  .  swim- 
ming pools,  golf,  tennis,  hot 
tubs,  sail  b.>ats  &■  :ore.  SPOIL 
YOURSELF! 

Weeklv  .ilsfrom 
$?'->  to  $800 
CALI     OW  for  rental 
lormation 
Toll     ee  1-800-237 — 3104 
(in  FW  nda)  Call  1-800-282-3404 

INTERVAL  REALTY  INC. 

Registered  Real  Estate  Broker 


I  am  interested  in  this  world, 
in  this  life,  not  some  other 
world  or  future  life. 
Jawaharlal  Nehru 


Look  upon  every  day  as  the 
whole  of  life,  not  merely  as 
a  section;  and  enjoy  and 
improve  the  present  without 
wishing  to  run  on  to  another. 
Jean  Paul  Richter 


The  good  life  is  one  inspired 

by  love  and  guided  by  knowledge. 

Bertrand  Russell 


The  good  man  is  his  own  friend. 
Sophocles 


A  Text . . . 

Behold,  how  good  and  how 
pleasant  it  is  for  brethren 
to  dwell  together  in  unity. 
Psalm  133:1 


Sent  in  b>  Mable  Scott,  Mooreland,  Okla. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


The  salvation  of  mankind  lies 
only  in  making  everything 
the  concern  of  all. 
Aleksandr  Solzhenitsyn 


Thei  thing  so  fragile 

as  civiL  and  no 

highciviliza       '-as  long 
withstood  the  manifold  risks 
it  is  exposed  to. 
Havelock  Ellis 


K      5  hour  the  whole 
uni        seems  wrapt  up  in 
smok.  an  i  flame,  but  only 
for  an  hu       <  goes  out: 
The  univt  ;thitsold 
mountains  and  s  reams,  its 
stars  above  and  kind  soil 
beneath,  is  still  there. 
Thomas  Carlyle 


Thoughts 

on  the  Business  of  Life 


l£l  us  pray  to  be  so  guided 

that  we  shall  foster  the  brotherhood  of 

man  and  thus 

contribute  to  ushering  in  the 
Kingdom  of  Heaven  on  earth 
for  the  enjoyment  of  our 
children  and  our  children's 
children  and  the  children 
of  the  wlxyle  human  race. 
B.C.  Forbes 


The  world  has  narrowed  into 
a  neighborhood  before  it  has 
broadened  into  a  brotherhood. 
Lyndon  B.  Johnson 


Western  civilization  has  begun 
to  doubt  its  own  credentials. 
Andre  Malraux 


There  are  only  two  lasting 
bequests  we  can  hope  to  give 
our  children.  One  of  these 
is  roots;  the  other,  wings. 
Hodding  Carter 


The  end  of  the  human  race  will 
be  that  it  will  eventually 
die  of  civilization. 
Ralph  Waldo  Emerson 


I  have  reached  one  Gibraltar- 
sure  conclusion  about  life: 
We  cannot  perform  the  high 
tasks  of  life  without  the  help 
of  God.  We  cannot  succeed 
without  constant  prayer. 
James  Cash  Penney 


A.  e  than  3.000  "Thoughts."  indexed  by 
aui  >r  and  subject,  are  available  in  a  574- 
pagt  hook  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Avenue,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


It  is  easier  to  love 
humanity  as  a  whole  than 
to  love  one's  neighbor. 
Eric  Hoffer 


If  you  truly  love  God,  you 
will  love  your  neighbor.  It 
does  not  make  any  difference 
if  he  loves  you  or  not. 
Thomas  A.  Judge 


Civilization  is  a  method  of 
living,  an  attitude  of  equal 
respect  for  all  men. 
Jane  Addams 


A  civilization  is  a  people 
given  social  order  by 
government,  law,  religion, 
morals,  customs  and  education, 
and  left  sufficiently  free  to 
invent  and  experiment,  to  devela 
friendships,  charity  and  love, 
and  to  beget  art,  literature, 
science  and  philosophy. 
Will  and  Ariel  Durant 


Men  are  cruel,  but  Man  is  kind. 
Rabindranath  Tagore 


The  human  race's  prospects  of 
survival  were  considerably 
better  when  we  were  defenseless 
against  tigers  than  they  are 
today  when  we  have  become 
defenseless  against  ourselves. 
Arnold  Toynbee 


Let  us  have  but  one  end  in  view, 
the  welfare  of  humanity;  and  let 
us  put  aside  all  selfishness  in 
consideration  of  language, 
nationality  or  religion. 
John  Comenius 


At  this  crisis,  when  the  life 
of  the  city  had  been  thrown 
into  utter  confusion,  human 
nature,  now  triumphant  over 
the  laws  and  accustomed 
even  in  spite  of  the  laws 
to  do  wrong,  took  delight  in 
showing  that  its  passions  were 
ungovernable,  that  it  was 
stronger  than  justice  and 
an  enemy  to  all  superiority. 
Thucydides 
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Seville  Elegante  In  Canyon  Rock  and  Desert  Sand  Firemist. 


THE  BEAUTY  OF  BEING  FIRST 


It  begins  with  knowing  you're 
Jr  driving  a  car  that  is  truly  unique. 
That  looks  like  no  other  car. 
That's  Seville  for  the  80s. 

One  of  the  most  advanced  ever  built.  It's 
finding  out  first-hand  what  it  means  to 
drive  one  of  the  most  advanced  production 
cars  ever  built  anywhere.  The  traction  and 
roominess  of  front-wheel  drive.  The  superb 
ride  that  results  from  four-wheel  indepen- 
dent suspension.  The  confidence  of  four- 


wheel  disc  brakes.  The  convenience  of  elec- 
tronic cruise  control.  And  much,  much 
more. 

More  roominess  .  .  .  more  usable  trunk 
space.  It's  the  pleasure  in  discovering  that 
Seville  for  the  80s  has  considerably  more 
roominess  than  its  predecessor.  And  consid- 
erably more  usable  trunk  space. 

Comfort  with  convenience.  It's  selecting 
the  temperature  you  desire  with  digital 
accuracy.  Cadillac's  new  Electronic  Climate 


Control  lets  you  adjust  temperature  set- 
tings as  precise  as  one  degree.  Seville  also 
features  a  5.7  liter  electronic-fuel-injected 
engine.  Sevilles  are  equipped  with  GM-built 
engines  produced  by  various  divisions.  See 
your  Cadillac  dealer  for  details. 

A  new  American  standard  for  the  world. 

The  beauty  of  being  first.  It  awaits  you 
when  you  visit  your  Cadillac  dealer  to  buy 
or  lease  a  new  American  standard  for  the 
world.  Seville  for  the  80's. 


Citibank.  N.  A.    Member  I 


How  do  you  process  a  30-ton  roll  of  newsprint,  25  miles  long? 
This  Finnish  paper  company,  financed  by  Citibank,  can  do  it  by  compute 


Ahlstrom  is  not  only  Finland's  largest 
producer  of  newsprint;  Ahlstrom 
makes  paper  mill  machinery  as  well. 
Like  this  massive,  computer-controlled 
rewinder,  on  which  a  giant  roll  is 
reduced  to  smaller  rolls,  to  be  shipped 
to  newspapers  around  the  world. 
(Examples:  Britain's  Financial  Times; 
Italy's  Corriere  della  Sera. ) 

Through  a  multimillion-dollar  financ- 
ing managed  by  a  Citibank  affiliate, 
Citicorp  International  Group,  Ahlstrom 
is  installing  a  huge  sulphate  pulp  mill 
in  its  Varkaus  plant.  This  will  upgrade 
Ahlstrom's  market  pulp  to  the  premium- 
priced  Alpha  grade,  while  yielding 
highly  marketable  by-products. 

Citibankers  work  for  us 
wherever  we  do  business]' 

Says  Jarl  Engblom,  Executive 
Vice  President  of  Ahlstrom:  "With 
manufacturing  plants  in  seven 
countries  and  markets  on  every 


continent,  we  benefit  from  the 
international  resources  Citibankers 
provide  us." 

Among  the  products  Ahlstrom 
sends  to  market  are  directory  papers 
(as  used  in  the  Paris  phone  book), 
packaging  (for  a  favored  Finnish 
vodka),  paperboard  and  plywood  and 

Jarl  Engblom  (left),  Executive  Vice  President  of 
Ahlstrom,  discusses  progress  of  the  new  sulphate 
pulp  mill  with  Citibanker  Bob  Bennett. 


plastics,  glass  and  fibreglass,  even 
heavy  engineering  equipment  —  incl 
ing  a  pump  with  a  capacity  of  half 
million  litres  a  minute. 

Citibankers  meet  that  standard.' 

Comments  Citibank  Vice  Presid 
Robert  C.  Bennett:  "From  its  bank* 
Ahlstrom  expects  the  same  innovati 
ness  and  professionalism  for  which 
the  company  itself  is  known.  Our  fi 
years  of  association  with  Ahlstrom 
indicate  how  well  Citibankers  meet 
that  standard." 

Around  the  world,  wherever  con 
structive  projects  and  purposes  call 
innovative,  professional  banking, 
you'll  find  Citibankers  at  work  prov 
ing  it.  Through  services  designed  to 
function  in  the  best  interest  of  our 
customers  — and  toward  the  econor 
\    vitality  of  every  area  we  serve. 

'  CITIBAN<0 

A  subsidiary  of  Citicorp 


THE  TASTE  BEYOND 
12-YEAR-OLD  PREMIUM  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


GLENLIVET 

AGED  12  YEARS 


GLENLIVET 

12  YEARS  OLD 

"!£B**G.  SMITH  Liy 
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Cover  Story:  Contrary  to 
myth,  most  of  our  old 
people  are  not  huddled  in 
freezing  flats  living  on 
dog  food.  The  problem,  if 
that's  the  word,  is  that 
there  are  so  many  of 
them.  51 


Features 


The  Market:  The  Death  Of  What!  One  of  the  media 
mysteries  of  our  age  is  that  while  a  large  part  of  the  press  is 
busily  reporting  that  common  stocks  are  a  bum  invest- 
ment, many  of  the  U.S.  equities  markets  have  been  in  a 
major  bull  market.  Take  a  look  at  the  booming  American 
Stock  Exchange,  for  example  40 

Yugoslavia:  The  Secret  Weapon.  "I  can  own  five  cars  if  I 
want  to,"  says  the  taxi  driver.  "In  Czechoslovakia  you  can 
own  only  one  in  your  lifetime.  There  is  no  possibility  the 
Russians  can  take  this  away  from  us."  That  attitude  is 
Yugoslavia's  first  line  of  defense  44 

Leisure:  Is  "Monopoly"  A  Monopoly?  The  courts  still  don't 
know.  But  it  may  not  be  46 

As  I  See  It:  Edward  Teller's  Gloomy  View.  "If  we  went  into 
a  nuclear  war  today,"  says  the  72-year-old  Hungarian-born 
physicist,  "there  is  practically  no  question  that  the  Rus- 
sians would  win  that  war  and  the  U.S.  would  cease  to  exist." 
An  unsettling  interview  with  one  of  the  pioneers  of  nuclear 
weapons  61 

Consumer  Credit:  The  Return  Of  The  Flinty-Eyed  Banker. 
Don't  look  to  your  friendly  banker  to  help  maintain  your 
lifestyle  this  year.  He  has  decided  you  live  in  a  dream  world, 
and  he's  getting  nervous  about  it  66 

Companies:  A  Survivor's  Master  Plan.  NCR's  Bill  Ander- 
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How  Johnson  Controls  gives  "Mac" 


What  control  problems  do  you  face  here? 

Here  in  San  Francisco  we're  headquarters  for  California's 
State  Compensation  Insurance  Fund.  We  occupy  about  half 
of  this  460,000  square  foot  building  and  are  leasing  the  rest. 
Actually,  all  floors  are  not  finished.  We've  been  bringing 
them  on  line  since  the  basic  building  was  completed  in  late 
1977,  and  these  floor  sizes  range  from  13,000  to  29,000  square 
feet.  It's  a  complex  control  problem,  but  our  Johnson  Controls 
JC/80  computerized  system  cuts  it  down  to  size.  It  earns  its 
keep  in  energy  savings. 


What  kind  of  energy  savings  do  you  get? 

Phenomenal!  We've  got  hard  figures — fuel  bills 
before  and  after  programming  the  JC/80  for 
energy  saving.  They  show  a  50%  cut  in  natural 
gas  use  during  the  heating  season,  90%  during 
non-heating  months.  Using  the  JC/80,  our  engi- 
neers cut  total  energy  costs  25%  in  one  year — 
while  occupied  space  increased  9%.  It's  all  in 
tuning  up  the  system . . .  and  our  "little  buildings." 


What  are  "little  buildings"? 

Little  boxes  with  windows.  They  duplicate  on  a 
small  scale  the  glass  and  insulation  factors  of 
the  building.  Johnson  Controls  installed  them 
on  the  walls  outside  the  building.  Depending 
upon  sunlight,  cloud  cover,  wind,  temperature 
and  other  factors,  these  "little  buildings" 
advise  the  JC/80  of  changes  in  environmental 
conditions.  The  JC/80  does  the  rest.- 


What  all  does  the  JC/80  do  for  you? 

It  performs  any  function  we  can  hang  a  sensor  on.  And 
we're  expanding  its  use  all  the  time.  For  fire  manage- 
ment, it  gives  the  alarm  and  fights  fire  by  controlling 
the  supply  of  air  to  fire  floors.  For  security,  it  protects 
key  areas  with  a  card  access  system.  For  building  main- 
tenance, it  gives  us  an  hour  by  hour  record  of  equip- 
ment running  time.  Of  course  it  gives  us  total  control 
—electronic  and  pneumatic — of  all  HVAC  functions. 
And  it's  easy  to  run — our  engineers  swear  by  it. 


You're  happy  with  Johnson  Controls? 

You  can  quote  me  on  that.  We  chose  Johnson  Controls  be- 
cause they  had  the  edge  in  computers  and  building  auto- 
mation. And  they've  worked  with  us  from  the  beginning 
— from  planning,  through  installation,  through  adjusting 
the  system.  They're  helping  us  expand  the  system,  too.  We've 
ordered  demand-limiting  software  from  Johnson  Controls 
that  can  shave  up  to  200  amps  off  of  the  electrical  con- 
sumption of  our  chillers  for  a  considerable  period  of  time, 
without  noticeably  affecting  indoor  comfort.  Yes,  we're  happy 


CD  "Mac"  McCarthy,  Chief  Building  Engineer 
State  Fund  Building.  San  Francisco,  California 
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This  free  brochure  gives  you  full  information  on 
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A  myth  bit 

The  journalistic  myth  is  something  you 
see  every  night  on  the  TV  news  or  read 
every  day  in  your  newspaper  or  maga- 
zine. Sometimes  it  doesn't  seem  to  make 
much  sense,  but  if  all  the  newspeople  are 
saying  it,  it  must  be  right,  mustn't  it? 

Remember  a  few  months  ago  when  all 
you  heard  was  that  Kennedy  couldn't 
lose  because  all  the  polls  said  so?  That's  a 
journalistic  myth.  Now  when  everyone 
is  saying  "Kennedy  can't  win,"  you 
know  the  race  is  long  and  the  ball 
bounces  many  times  before  it  stops. 

Still,  it  is  difficult  to  explode  a  myth. 
For  example,  the  other  day  the  govern- 
ment announced  it  would  spend  billions 
of  dollars  extra  to  tackle  youth  unem- 
ployment and  illiteracy.  Washington  had 
just  discovered  that  businessmen  have  a 
hard  time  hiring  those  who  can't  read  or 
write.  "We  can't  write  those  people  off," 
said  a  ranking  member  of  the  Adminis- 
tration.  When  you've  seen  programs 


is  the  dust 

Reporter-Researcher  Jane  Carmichael 
had  been  working  on  a  major  article 
about  rising  pension  costs.  As  he  read 
their  first  draft,  Michaels  was  surprised. 
There  was  clear  evidence  that  the  gener-i 
ally  accepted  idea  about  the  elderly  being 
indigent  just  didn't  hold  water.  He  decid- 
ed that  this — rather  than  just  cost — 
should  be  the  thrust  of  the  article.  Ber- 
man  had  to  drop  the  story  because  of  a 
death  in  her  family,  and  the  editor  put 
Flint  on  the  case. 

Most  stories  about  the  aged  had  them 
poor  and  cold,  surviving  on  pet  food,  and 
the  major  victims  of  inflation.  There 
wasn't  much  evidence  but  this  is  what 
was  said,  again  and  again.  Certainly  the 
elderly  have  problems:  health  problems, 
cultural  problems — where  do  they  fit  in 
the  generation  of  hot  tubs  and  $800-an- 
ounce  gold? — and  problems  of  money. 
But  the  myth  did  not  square  with  other 
evidence — that     the     elderly  owned 
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Forbes"  Jerry  Flint  and  Phyllis  Berman 


work  for  a  while,  you  know  all  that 
means  is  that  a  well-paid  bureaucracy 
will  be  set  up  to  pay  $3.10  an  hour  for  a 
few  months  to  youngsters  who  get  their 
names  signed  on  an  attendance  sheet 
somewhere.  They  may  not  get  jobs  or 
learn  to  read  or  even  attend  classes.  But 
Washington  will  be  doing  something  to 
meet  unmet  needs — and  a  myth  is  born, 
provided  reporters  don't  ask  too  many 
questions. 

That's  why  it  is  challenging  when  an 
editor  asks  a  reporter  to  take  a  critical 
look  at  a  journalistic  myth,  which  is  just 
what  happened  when  Forbes  Editor  Jim 
Michaels  called  Jerry  Flint,  manager  of 
our  Washington  bureau,  and  asked  him 
to  look  into  a  story  on  America's  elderly. 
Here's  how  it  came  about. 

Associate  Editor  Phyllis  Berman  and 


homes,  had  money  in  the  bank  and  were 
living  longer  and  having  more  fun,  like 
the  widowed  senior  citizen  who  never 
dated  anyone  over  35. 

"Where  do  you  find  them?"  Forbes 
asked. 

"On  ihe  tennis  courts.  Where  else  on 
Long  Island?"  came  the  answer. 

O  brave  new  world, 
That  has  such  people  in 't. 

It  also  is  good  to  find  a  man  such  as 
Professor  James  Schulz  of  Brandeis,  who 
believes  that  much  more  should  be  spent 
on  the  elderly  but  also  says  that  outright 
poverty  is  not  the  problem.  We  can't  deal 
with  real  problems  if  we  don't  know 
what  they  are.  In  this  article,  Flint  tried 
to  do  more  than  merely  demolish  myths,- 
he  tried  to  advance  Understanding.  ■ 
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How  to  Cut  Your 
Income  Tax 
to  Zero 


Tax  laws  say  you  don 't  have  to  pay 
taxes  even  if  you  earn  between 
$15,000  to  $35,000  or  more! 


Nobody  likes  to  pay  taxes.  And  the  tax  laws 
in  this  country  say  you  don't  have  to. 

Most  people  think  that  the  wealthy  are  the 
only  ones  who  can  save  thousands  of  dollars 
each  year  on  their  taxes,  but  anybody  with  an 
average  income  can  take  advantage  of  the  tax 
laws. 

Let  me  explain  exactly  what  I  mean.  Tax 
shelters  are  nothing  more  or  less  than  taking 
advantage  of  the  tax  laws  that  were  put  there  for 
a  reason.  The  reason  is  to  help  you  and  motivate 
you  to  invest  so  you  will  help  the  economy  of  the 
United  States.  (Your  investment  doesn't  have  to 
be  cash,  either.  It  can  be  just  a  bit  of  your  time.) 

The  key  to  saving  on  your  taxes  is  a  little  thing 
called  "depreciation".  You  see,  the  U.S.  Con- 
gress years  ago  decided  that  depreciation  on  cer- 
tain kinds  of  properties  could  be  deducted  from 
your  taxable  income.  Depreciation  in  theory 
means  that  your  property  goes  down  in  value 
because  of  physical  as  well  as  functional 
deterioration  even  though,  as  we  all  know,  in 
real  life  those  same  properties  actually  go  up  in 
value  every  year. 

Here's  a  simple  example:  Let's  say  you 
bought  a  $75,000  income  property  and  you 
bought  it  entirely  with  someone  else's  money  — 
and  I  can  show  you  how  to  do  that  —  how  much 
depreciation  and  tax  savings  would  that  give 
you? 

First  of  all  the  monthly  rent  you'd  receive 
from  your  property  would  pay  off  your  loan 
(this  is  called  a  self-liquidating  loan)  so  you'd 
end  up  with  a  property  that  was  paid  for  by 
someone  else.  And  that's  not  even  counting  the 
tax  advantage. 

The  good  news  is  that  your  property  would 
give  you  $6,250  in  depreciation— all  of  it  would 
be  deducted  from  your  taxable  income. 

But  that's  not  all.  If  you  are  now  making 
$20,000  a  year  and  you  bought  three  properties 
like  the  one  above  you  could  cut  your  income 
tax  bill  to  zero.  (Both  federal  and  state.) 

But  that's  still  not  all.  By  using  your  cash 
rebate  wisely  you  can  improve  your  properties 
by  ten  to  thirty-five  percent  and  that  would  in- 
crease your  net  worth  by  $22,500  to  $78,750  a 
year.  (Inflation  by  itself  will  do  a  lot  of  your 
work.) 

So  now,  even  if  your  income  is  only  $1 5,000  to 
$35,000  a  year,  you  can  quite  easily  acquire 
enough  property  with  enough  depreciation  that 
your  tax  bill  is  zero  or  close  to  it.  And  you  can 
buy  those  properties  without  any  cash  of  your 
own. 


Mark  Haroldsen  feels  that  paying  more  taxes  than 
you  have  to  is  a  waste.  Learn  how  you  too  can  begin 
to  legally  cut  your  taxes  to  zero. 


But  wait  a  minute  you  say,  how  do  I  buy 
property  with  other  people's  money  and  in- 
crease my  net  worth  by  so  much  without  paying 
taxes?  Well,  I  thought  you  might  ask  so  I'm 
ready  with  the  answer. 

In  fact,  1  wrote  a  complete  book  about  it. 
Now  don't  get  upset  and  stop  reading  now!  I 
know  most  books  written  on  tax  shelter  and  the 
buying  of  income  property  are  fairly  difficult, 
complex  and  confusing,  but  mine  is  not.  I  wrote 
it  in  language  which  anyone  can  understand  and 
I  know  it  works,  because  I've  done  it  myself.  In 
just  48  months  I  netted  over  one  million  dollars 
and  paid  less  taxes  in  those  years  than  the  guy 
that  makes  $20,000  a  year. 

So  now  here  comes  the  sales  pitch!  I  want  you 
to  stop  paying  so  blasted  much  in  taxes.  Not 
because  I'm  trying  to  start  a  tax  revolution,  but 
because  tax  laws  are  there  that  allow  you  the 
privilege  and  advantage  of  not  paying  any 
taxes,  and  maybe  our  friends  in  Washington 
might  get  the  general  hint  that  we  want  them  to 
spend  less  of  our  money. 

Oh,  yes,  and  I  want  to  sell  copies  of  my  book 
HOW  TO  WAKE  UP  THE  FINANCIAL 
GENIUS  INSIDE  YOU!  This  will  not  only 
show  you  how  to  save  thousands  of  dollars  on 
your  taxes  (or  even  reduce  them  to  nothing)  but 
it  also  will  show  you  how  to  build  a  very  large 
net  worth  of  several  hundred  thousand  dollars 
or  add  $500  or  $1,000  to  your  monthly 
paycheck. 

Now,  if  you  can't  quite  believe  everything 
I've  said  (I  don't  really  blame  you.  Most  people, 
including  myself,  are  basically  sceptics.)  then  I 
would  encourage  you  to  check  me  out.  Call  or 
write  my  bank  (Utah  First  Bank),  or  the  Salt 
Lake  Chamber  of  Commerce,  all  in  Salt  Lake 
City,  Utah. 

Also,  when  you  order,  why  don't  you 
postdate  your  check  by  30  days  —  and  I 
guarantee  and  promise  I  will  not  cash  your 
check  for  at  least  30  days,  thereby  giving  you 
time  to  read  my  material  and  benefit  from  it. If 
there's  anything  and  I  mean  anything  at  all  you 
don't  like,  then  send  my  book  back  and  we'll 
send  you  your  check  back  the  same  day. 

But  if  you're  going  to  do  something,  do  it 


NOW.  Don't  put  this  paper  down  without  tak- 
ing action.  In  fact,  if  you've  decided  to  order  or 
if  you  have  any  questions,  go  to  the  phone  right 
now,  pick  it  up  and  call  801-973-4053  and  you 
can  order  by  credit  card.  (The  same  30  day 
guarantee  applies  to  credit  card  buyers.)  The  in- 
vestment I  ask  you  to  make  is  only  $12.1  can  of- 
fer my  formulas  and  methods  at  this  low  price 
because  of  my  huge  volume.  Incidentally,  more 
than  500,000  people  have  already  bought  this 
book  through  the  mail  and  1  have  literally 
thousands  of  testimonial  stories  of  how  people 
have  saved  thousands  of  dollars  on  their  taxes 
and  built  their  net  worth  by  hundreds  of 
thousands  of  dollars. 

Here's  a  small  list  of  some  of  the  things  that 
this  publication  is  guaranteed  to  do  for  you.  It 
will  show  you  how  to: 

•  Shelter  your  income  by  legally  avoiding 
paying  federal  or  state  income  taxes. 

•  Add  cash  to  your  monthly  salary. 

•  Benefit  from  inflation  rather  than  being 
hurt  by  it. 

•  Buy  income  properties  for  as  little  as  $100 
down. 

•  Begin  without  any  cash. 

•  Put  $10,000  cash  in  your  pocket  each  time 
you  buy  (without  selling  property). 

•  Double  your  assets  every  year. 

•  Allow  you  to  travel  one  week  out  of  every 
month. 

•  Reinvest  your  tax  savings  for  even  greater 
tax  shelter. 

Note:  All  this  can  be  done  immediately  and 
without  leaving  your  job,  but  after  you  get  go- 
ing, you  may  want  to  quit. 

To  order,  simply  take  any  size  paper  and 
write  on  it  the  words  "FINANCIAL  GENIUS" 
Dept.  AA972  .  Send  with  your  name,  address, 
check  or  money  order  for  $1  2.00,  to  me  Mark 
O.  Haroldsen,  2612  South  1030  West,  Salt  Lake 
City,  Utah  841 19.  As  soon  as  we  recieve  it,  1  will 
immediately  send  you  a  copy  by  return  mail.  We 
can  send  you  a  copy  of  Mark's  book  today  if 
you'd  rather  use  your  credit  card.  Simply  call  us 
at  l-(80l)-973-4053. 

TX2-12  ©  Mark  O.  Haroldsen,  1980 


The  engine  th< 

When  the  new  Boeing  757goes  into  service  in  1983; 
it  will  start  life  with  Rolls-Royce  engines. 
This  is  no  coincidence. 

Eastern  Air  Lines  and  British  Airways  chose  the  Rolls 
Royce  RB211-535  for  some  very  tough,  business  reasons. 

Its  exceptional  efficiency  will  cut  fuel  consumption  by 
fully  25  per  cent. 


It's  considerably  cleaner  and  quieter  than  current  engines 
airframes  of  the  same  size. 

It  has  the  ideal  thrust  rating  forthe757 

And  most  important,  its  the  right  engine,  available  at  the 
ht  time. 

How  could  anyone  resist  a  combination  like  that? 

Rolls-Royce  Inc.,  375  Park  Avenue,  New  York,  New  York  10022. 


Trends 


Watch  the  silver 

Precious  metals  traders  aren't  the  only 
ones  watching  silver  prices.  The  under- 
world has  also  kept  an  eye  on  the  mar- 
ket, and  professional  thieves  have  been 
revising  their  MOs  accordingly.  Ten 
years  ago  when  silver  went  for  under  $2 
an  ounce  and  a  sterling  silver  eight-place 
setting  sold  for  $400,  no  self-respecting 
thief  would  bother  putting  it  in  his  bag. 
Today  that  same  setting  sells  for  more 
than  $6,000  and  flatware  has  replaced 
color  televisions  as  the  second-story 
man's  first  choice.  One  result  has  been  to 
keep  phones  ringing  in  insurance  offices 
as  worried  home  owners  take  a  closer 
look  at  the  fine  print  in  their  policies. 
They  have  reason  for  concern.  In  37 
states,  insurers  offer  home-owner  poli- 
cies that  limit  coverage  on  sterling,  most 
to  $1,000.  The  insurance  men  are  telling 
policyholders  seeking  more  coverage  on 
sterling  to  have  their  silver  appraised 
(and  photographed]  and  have  a  rider  at- 
tached to  their  present  policy.  For  those 
with  extra-large  amounts  in  the  silver 
chest,  the  agents  recommend  a  separate 
policy.  The  British  have  a  special  prob- 
lem, fear  that  the  mad  rush  to  trade  in 
silver  for  melting  down  might  wipe  out 
the  country's  treasure  trove  of  antique 
plate.  The  worry  is  groundless,  says  one 
big  bullion  dealer  in  London's  Hatton 
Garden,  who  has  taken  in  "tons"  of  sil- 
ver in  recent  weeks.  "We  turn  away  two 
or  three  people  a  day,  out  of  hundreds," 
he  says,  "and  send  them  to  antiquaries  or 
silver  antique  dealers."  The  rest,  he  adds, 
bring  in  recent,  mass-produced  plate  or 
old  pieces  beyond  restoration. 


Caveat  emptor 

Foreign  investors  looking  to  buy  land  in 
the  U.S.  should  keep  their  eyes  on  Okla- 
homa City.  The  U.S.  Chamber  of  Com- 
merce has  brought  suit  in  federal  court 
there  against  the  state's  attorney  general, 
fan  Eric  Cartwright,  who  ruled  last  year 
that  foreign  corporations  could  not  own 
land  in  Oklahoma.  Cartwright  (who  is 
supposed  to  hanker  after  a  U.S.  Senate 
seat)  based  his  move  on  the  state's  1907 
constitution.  The  chamber  argues  that 
his  ruling  violates  the  U.S.  Constitution, 
which  gives  Congress  power  to  control 
foreign  commerce.  It  also  says  such  state 
action  could  interfere  with  U.S.  treaties 
with  other  nations.  More  than  a  score  of 
states  have  laws  affecting  foreign  invest- 
ment, so  the  Oklahoma  case  could  have 
implications  far  beyond  its  borders.  Wolf 
Brueckmann,  director  of  West  European 
affairs  for  the  chamber,  says  he  has  de- 
tected hints  of  possible  retaliation 
against  Oklahoma  products  and  invest- 


ments and  points  out  that  Americans 
would  be  vulnerable  to  such  moves,  since 
they  have  $160  billion  in  foreign  hold- 
ings compared  with  about  $40  billion  in 
foreign  investment  here.  The  chamber's 
lawyers  also  say  the  Oklahoma  ruling 
could  lead  to  actual  confiscation  of  for- 
eign-owned property  before  long.  One 
Canadian  investor,  in  fact,  Hillcrest  In- 
vestment, was  told  last  fall  that  it  had  30 
days  to  divest  itself  of  $60  million  worth 
of  Oklahoma  office  buildings  and  apart- 
ments or  face  confiscation.  Hillcrest,  a 
Calgary  company,  is  suing  in  the  Okla- 
homa state  courts  to  overturn  the  ruling. 
It  has  a  special  reason  for  outrage:  The 
company  was  persuaded  to  move  into 
Oklahoma  by  the  state's  own  campaign 
to  bring  in  foreign  investors. 


Soldier's  pay 

The  military  commissary,  long  a  target 
for  criticism  from  retailers  who  compete 
with  them  for  soldiers'  and  sailors'  trade, 
has  drawn  fresh  fire,  this  time  from  a 
congressional  report.  The  General  Ac- 
counting Office  has  told  its  Capitol  Hill 
bosses  that  the  commissaries  should  put 
more  reliance  on  better  management 
than  on  Washington  subsidies,  now 
more  than  $500  million  a  year.  "Because 
of  the  large  appropriated  subsidy,  the  ser- 
vices have  little  incentive  to  operate 
commissaries  economically,"  the  GAO 
said.  "Also  it  does  not  seem  fair  that 
taxpayers  should  subsidize  commissaries 
in  metropolitan  areas  where  large  com- 
mercial grocery  stores  are  generally  avail- 
able." More  than  100  of  the  armed 
forces'  265  stores,  the  GAO  points  out, 
are  in  urban  areas.  The  original  intent  of 
Congress  was  that  commissaries  be  run 
only  where  food  was  not  available  conve- 
niently at  reasonable  prices.  In  practice, 
the  services  look  on  them  as  a  fringe 
benefit  and  a  useful  recruitment  weapon. 
Small  wonder:  The  commissaries  save 
their  military  customers  more  than  $840 
million  a  year. 


Home,  sweet  home 

The  Eskimos  used  to  float  their  oldsters 
out  to  sea  on  ice  floes;  the  Australians 
have  come  up  with  a  new  system — the 
"granny  flat,"  a  toolshed-size  backyard 
shanty  for  the  senior  citizen's  declining 
years.  The  idea  originated  with  the  Vic- 
toria Council  of  the  Aged,  a  private  social 
service  agency,  and  since  1975  some  400 
have  been  built,  with  100  more  going  up 
each  year.  The  basic  floor  plan  for  the 
$13,000  government-built  structures 
calls  for  376  square  feet,  cut  up  into  a 
living  room,  bedroom,  kitchen  and  bath. 
The  state  rents  the  building  ($13  a  week 
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for  singles,  $20  for  a  couple)  and  when  no 
longer  needed,  dismantles  and  moves  it 
(at  a  cost  of  about  $6,000).  So  far  Victoria 
is  the  only  state  providing  them  (al- 
though there  is  an  18-month  Waiting  list 
there). 


The  real  goldbugs 

The  bedlam  in  the  gold  markets  barely 
raises  an  echo  in  the  quiet  vaults  where 
the  U.S.  stores  its  hoard  of  the  metal — 
262  million  ounces  or  about  23%  of  the 
estimated  world  reserves  of  1 . 139  billion. 
The  paper  profits  on  that  gold  are  asi 
staggering  as  the  size  of  the  hoard;  in  one 
ten-day  period  in  January,  Uncle  Sam's 
gold  jumped  in  value  from  $160  billion  to 
about  $220  billion.  (It's  carried  on  the 
books  at  the  official  price  of  $42.22  an 
ounce.)  The  Treasury  is  talking — but 
only  talking — about  when  it  may  drop 
some  of  its  treasure  on  the  market,  one 
more  factor  helping  to  keep  prices  on 
their  roller  coaster.  In  a  few  months, 
however,  the  average  citizen  will  be  able 
to  get  a  piece  of  the  action,  to  the  govern- 
ment's profit.  In  lune  the  U.S.,  which 
issues  no  gold  coins,  plans  to  start  selling 
one-ounce  and  half-ounce  medallions, 
one  honoring  contralto  Marian  Ander- 
son, the  other,  artist  Grant  Wood.  Trea- 
sury officials  say  any  gold  auction — the 
last  was  in  November  1979 — will  be  to 
bolster  the  dollar  or  to  cut  the  balance  of 
payments  deficit.  With  both  doing  rea- 
sonably well  just  now,  no  sale  appears 
imminent.  The  U.S.  gold  supply  dwarfs 
those  of  most  other  big  holders.  West 
Germany,  for  example,  holds  95  million 
ounces;  Switzerland,  82  million,-  France, 
82  million;  the  Netherlands,  44  million; 
and  Belgium,  34  million.  The  Soviet 
Union  reveals  no  figures,  of  course,  but 
the  Central  Intelligence  Agency  esti- 
mates the  Russians  have  about  45  mil- 
lion ounces  in  their  coffers. 


One  for  the  books 

An  encyclopedia  with  a  couple  of  new 
wrinkles  will  be  coming  off  the  presses 
this  year.  The  Academic  American  En- 
cyclopedia, published  by  Arete,  a  Prin- 
ceton, N.J.  subsidiary  of  VNU,  a  big 
Dutch  publishing  firm,  will  shun  the 
door-to-door  selling  long  favored  by  its 
established  competitors  and  sell  the  21- 
volume  set  (to  be  printed  in  the  U.S.) 
through  department  stores,  mass  mer- 
chandisers, bookstores  and  direct  mail. 
Another  difference  is  that  Arete"  will 
have  a  set  base  price  of  about  $400 
instead  of  the  elastic  and  elusive  price 
ranges  offered  by  other  encyclopedias. 
Frank  Greenagel,  a  former  industrial 
psychologist  and  professor  who  heads 
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Adjustable  Life 

It  does  what  no  single  policy 
has  ever  done  before! 


You  may  raise*  or  lower  the  amount  of  your  coverage. 

You  can  raise  or  lower  your  premium  payments  at  any  time. 

You  eliminate  the  need  to  choose  between  whole  life  or  term  protection. 

The  amount  of  your  coverage  may  be  raised  to  help  offset  increases 
in  the  cost-of-living. 


No  other  policy  available  today  can  match  the 
ability  of  Adjustable  Life  to  meet  the  changing 
personal  and  business  needs  that  are  a  part  of 
everyone's  future.  No  longer  is  it  necessary  to 
cancel  old,  or  add  new,  policies  to  bring  your 
life  insurance  program  up-to-date.  You  simply 
revise  your  original  policy  to  best  fit  your  needs 
at  the  moment.  Not  once,  but  as  many  times  as 
necessary. 

With  an  Adjustable  Life1  policy,  you  design 
it  to  meet  your  needs  at  the  start.  Then,  at  a 
later  date  when  circumstances  change— and 
they  will— you  may,  within  limits,  make  revi- 
sions in  coverage  or  premium  payments  as 
your  situation  demands.  Equally  important, 
you  are  not  tied  to  the  basic  restrictions  of 
whole  life  or  term  types  of  coverage.  You  simply 
adjust  your  policy  to  emphasize  the  maximum 
amount  of  coverage  or  the  accumulation  of  cash 
and  loan  values.  The  chart  shows  you  how  flex- 
ible Adjustable  Life  is  in  comparison  with  con- 
ventional forms  of  protection: 

The  cost?  Probably  less  than  other  policies 
lacking  its  unique  built-in  flexibility.  The 
Bankers  Life  of  Des  Moines  is  one  of  the  lowest 
net  cost  companies  in  the  industry,  so  we  sug- 
gest you  ask  your  agent  to  compare  the  interest- 


THE 
BANKERS 
LIFE 


adjusted  cost  of  this  new  policy  with  any  others 
you  may  be  considering.  It's  always  good  to 
check  competitive  life  insurance  quotations... 
and  a  way  to  save  yourself  some  money. 


Five  Year 
Renewable 
Convertible 
Term 

Standard 
Whole  Life 
Policy 

Adjustable 
Life 

1  Does  the  policy  allow  you  to  change 
the  amount  of  coverage  provided9 
Upward'' 
Downward7 

No 
No" 

No 
No" 

Yes* 
Yes 

2  Does  the  policy  allow  you  to  change 
the  amount  ot  premium  payments7 
Upward'' 
Downward9 

No 
No" 

No 
No" 

Yes 
Yes 

3  Can  one  single  policy  provide  lor  a 
growing  life  insurance  program' 

No 

No 

Yes 

4  Is  there  a  cost-of-living  feature  for  most 
individuals  which  allows,  within  limits, 
increases  in  coverage  without  proving 
insurability? 

No 

No 

Yes 

5  Does  the  policy  have  cash  and  loan  values' 

No 

Yes 

Yes 

'Subject  to  evidence  of  insurability 

"In  some  special  instances  it  is  possible  to  reduce  premiums  and  amount  of  coverage 


For  more  information  about  why  Adjustable 
Life  has  been  called  the  most  remarkable 
insurance  development  in  fifty  years,  contact 
The  Bankers  Life  of  Des  Moines  office  listed 
in  the  Yellow  Pages.  Or  mail  the  coupon  below. 

t  Mot  yet  available  in  Mississippi  and  Montana. 


I 


The  Bankers  Life,  Consumer  Services 
Des  Moines,  Iowa  50307 


FB-20 


Please  send  information  about  Adjustable  Life 

Name  


i 

Address. 

I 

j  City  


BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


State- 


Ahead  in  stopping  power 

Goodyear  has  been  the  world  s  leading  producer  of 
aircraft  brakes  for  many  years.  Space  age  materials 
are  helping  to  maintain  that  leadership.  Goodyear 
:arbon  disks  weigh  less  than  half  as  much  as  steel 
Drake  disks— and  last  nearly  three  times  longer  De- 
/eloped  for  the  Air  Force,  they're  now  being  used 
3n  business  jets. 


Ahead  in  comfort 

Goodyear  sAirfoam  II  mattress  cores  give  you  far 
more  comfort  than  old-fashioned  "slab-of-foam" 
designs.  Theirspecial  high-resiliency  foam  is  molded 
into  hundreds  of  individual  pillows,  engineered  to 
give  you  support  that  fits  your  body.  They're  firmer 
under  your  chest  and  hips,  softer  under  your  head 
andlegs.  Only  Goodyear  makes  this  kind  of  form- 
fitting  mattress  core. 


irfoam  II ;  Tiempo*-The  Goodyear  Tire  &  Rubber  C 


ompany 


moves  out  front; 
3ut  ahead. 


Ahead  in  keeping  fit 

\\\ over  America,  people  are  jogging  on  Goodyears. 
Ve  supply  more  athletic  soles  to  the  U.S.  shoe  in- 
iustry  than  anyone  else.  It's  not  surprising— we've 
)een  in  the  shoe  business  since  1904.  And  our  tire 
echnology  has  been  a  big  help.  After  all,  a  good 
unning  shoe  and  a  good  tire  have  a  lot  in  common- 
jrip,  traction,  comfort,  and  long  wear. 


Ahead  in  all  seasons 


The  Goodyear  Tiempo  is  a  tire  for  all  seasons.  Its 
special  tread  is  designed  to  dig  in  on  snow,  but  run 
quiet  on  dry  roads.  Snow  tire,  rain  tire,  sun  tire — 
Tiempo  gives  you  all-year-round  performance.  No 
wonder  America  made  it  Goodyear's  best-selling 
new  tire  ever. 


GOODfYCAR 
Out  front.  Pulling  away. 


One  of  our  customers 
asked  us  to  make 
75  money  transfers  by  1:30* 

This  is  when  they  asked  us.  , 


One  of  our 
corporate  customers 
had  a  big  problem  dealing 
with  small  amounts  of  time. They 
raced  to  read  money  transfers  to  us  over  the  phone, 
right  before  their  transfer  deadline.  Even  at  its 
fastest,  this  method  wasn't  fast  enough.  So  they 
asked  us  to  develop  a  quicker  way  to  beat  the  clock. 

Our  Custom  Cash  Management  team  wound 
up  with  a  unique  solution— they  used  our  Cash 
Connector  to  let  the  customer's  com- 
puter speak  directly  to  ours.  The  result 
was  a  system  with  inhuman  speed  and  ac- 
curacy. In  only  3  minutes,  the  computers 


can  make  hundreds 
transfers,  without  a 
single  error. 
For  a  custom  look  at  your  cash 
management  problems,  contact  Bankers  Trust. 
Because  if  your  problems  aren't  exactly  like  every- 
.  i      body  else's,  your 

l^UStOm  l^aSn    banker  shouldn't 

Management  be  either 

BankersTrust 
Company 

Member  FDIC  ©  Bankers  Trust  Company 


ALL  OF  ARKANSAS' 
ENERGY  DOESN'T  COME 
OUT  OF  THE  GROUND. 


Trends 


;te,  and  VNU  plan  a  big-time  effort, 
:h  $20  million  in  front  money  and  an 
rertising  budget  of  about  $10  million 
help  reach  a  goal  of  10%  of  the  U.S. 
rket  (about  100,000  sets)  in  three 
ars.  Another  innovation:  The  32,000 
ries  and  9  million  words  in  Arete"'s 
:yclopedia  will  be  available  in  homes 
1  libraries  through  an  electronic  pro- 
s  under  test  by  OCLC  Inc.  of  Co- 
ibus,  Ohio.  OCLC  picked  Arete  to 
iply  its  data  base,  Greenagel  says, 
ause  of  his  plan  to  revise  the  infor- 
tion  annually.  OCLC  will  soon 
)k  up  the  public  library  in  Colum- 
i  to  200  homes  and  the  library  at 
irby  Denison  University  to  student 
idences. 

The  road  ahead 

w  that  the  free  gas-station  road  map 
become  an  endangered  species  (most 
nee  stations  charge  $1  or  more  for 
ps),  Rand  McNally  sees  a  bonanza 
ad  for  its  $4.95,  130-page  highway 
is  that  covers  all  50  states,  Canada 
I  Mexico.  The  company  says  it  has 
nt  $2  million  on  a  brand-new  1980 
is  and  expects  to  sell  it  through  con- 
tional  outlets.  The  mapmakers  say 
■  problem,  at  least  for  the  short  term, 
1  be  to  persuade  Americans  to  pay  for 
lething  they  have  long  been  trained 
:xpect  for  nothing. 

Wonderful  Washington 

r  wonder  why  automen  worry  about 
shington?  Robert  Stempel,  head  of 
leral  Motors'  Pontiac  division,  knows 
y.  This  year,  Pontiac  won  a  major 
dicity  plum,  providing  the  pace  car  of 
Indianapolis  500.  A  few  weeks  ago, 
mpel  got  a  phone  call  from  a  top  Indy 
cial  who  opened  by  saying  he  had  just 
a  letter  from  the  Department  of  Ener- 
Stempel's  first  reaction  was  panic, 
iring  the  government  was  canceling 
Indy  as  a  gesture  toward  fuel  conser- 
ion.  Not  so,  the  Indy  man  said.  The 
E  wanted  cars  in  the  500  fueled  with 
)hol  and  the  pace  car  run  on  gasohol, 
sident  Carter's  newest  crusading 
it  in  ending  dependence  on  OPEC  oil. 
:  puzzler  for  both  men  was  that  since 
4,  by  track  rule,  all  the  Indy  cars  have 
n  operated  exclusively  on  methanol, 
result  of  a  fatal  accident  with  a  gaso- 
:-fueled  racer.  Pontiac  is  still  wres- 
g  with  the  idea  of  adapting  its  Turbo- 
ns  Am  pace  car  for  gasohol.  Tinker- 
may  be  necessary  because  the  pace 
has  to  be  moving  at  100  mph  to  120 
h  when  it  peels  off  after  the  two  pa- 
z  laps  that  open  the  Indy. 

BES,  FEBRUARY  18,  1980 


The  State  of  Arkansas 
is  one  of  the  few  states  in 
the  country  with  readily 
available  supplies  of  a  var- 
iety of  fuel  sources.  But  that's 
not  where  all  of  Arkansas' 
energy  is  located.  A  lot  of  it 
comes  from  the  people. 

Arkansas'  inde- 


pendent, trainable  workforce 
is  viewed  as  one  of  the  most 
productive  in  America.  Not 
just  by  us.  By  manufacturers 
who  have  plants  here. 

Energy.  From  the 
ground.  From  the  people. 
From  the  state  government. 
It  adds  up.  Arkansas  is  The 
Great  Location.  Make  us 
prove  it. 

For  further  infor- 
mation, please  write  or  call 
Arkansas  Department  of 
Economic  Development— F 
One  State  Capitol  Mall, 
Little  Rock,  Arkansas  72201. 
(501)  371-7675. 

ARKANSAS 


RECHARGE. 

Unplug  yourself  from  the  world  and  let  The 
Spa  at  Palm-Aire  restore  your  spirit  for 
living.  Skilled  professionals  will  guide  you 
through  an  individually  designed  diet  and 
»         exercise  program  that  will  make  you 
I  #        feel  like  you  haven't  felt  in 

years.  And  you'll  take  your  pro- 
gram home  with  you  to  keep  you 
feeling  that  way.  The  Spa  has 
separate  (but  equal)  facilities  for 
men  and  women.  Enjoy  a  luxu- 
rious Spa  hotel  suite.  Plus,  2,400 
acres  of  golf,  tennis,  swimming 
and  Florida  Sun. 
See  your  travel  agent,  write  or  call  Saul  Chato,  V.P.  Hotel 
Sales  &  Marketing  for  rates  or  reservations. 
800-327-4960  (TOLL  FREE)  305-972-3300  (Canada  or  Florida) 

One  of  the  world's  great  Spas  is  in  Florida. 

The  World  of  Palm-Aire  Dept.  21187,  2501  Palm-Aire  Drive  North,  Pompano  Beach,  Florida  33060 
Name   Tell  me  more  about: 


Address . 
City  


State. 


Zip 


L. 


□  Golf  Vacations 

□  Spa  Plans 

□  Special  Group  Rates 

□  Meeting  Programs 


.J 
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Chez  Renault 


Profiles  from  the  Paris  Factory /One  of  a  series 


"A 

As  a  16-year-old  student  I  spent  the  very 
first  working  summer  of  my  life  at  the  Renault  plant 
near  Paris,  inspecting  gear-box  assemblies. 
To  my  surprise  I  soon  learned  this  industrial  giant  had 
a  very  human  side.  With  this  insight,  the  whole 
direction  of  my  life  changed.  Now,  more  than  thirty 
years  later,  this  human  side  of  car-making 
continues  to  absorb  me/' 

Dr.  Claude  Tarriere 

Chef,  du  Laboratoire  de  Pbysiologie  et  de 
BiomecanicjuelLa  Garenne-Colombes 
Incjetiieur  Principal  de  la  Direction 
Recbercbes  et  Developpements  Applicfuesl 
Regie  Renault 


Co-professionals  throughout  the 
world  as  well  as  co-workers  in  France 
know  Claude  Tarriere  as  one  of  the 
handful  of  men  who  spend  their 
work  days  trying  to  make  driving 
today  safer  than  it  was  yesterday  In 
countless  scholarly  papers  delivered 
at  professional  symposia  throughout 
the  world,  in  the  development  of 
new  research  and  testing  techniques 
that  have  become  industry  standards, 
Tarriere  demonstrates  that  putting 
human  needs  first  is  an  appealing  old 
Gallic  idea  whose  time  has  come- 
again  "After  all,"  says  Tarriere,  "we 
humans  were  here  first  cars  were 
meant  to  serve  us,  not  to  take  over" 


Recalling  his  long-ago  summertime 
job,  he  continues,  "I  suppose  it  was 
rare,  thirty  years  ago,  for  a  bacca- 
laureate candidate  in  France  to 
spend  a  summer  gainfully  employed 
rather  than  anxiously  cramming  for 
exams  But  as  a  working  class  boy  I 
had  to  work,  for  I  had  made  my 


mind  up  to  become  a  doctor" After 
getting  his  medical  degree,  Tarriere 
went  on  to  the  Sorbonne  where  he 
completed  a  research  thesis  on 
Nervous  Fatigue  "Having  made  all 
these  scholarly  efforts,  I  was  thought 
odd  by  many  when  I  went  to  work 
for  a  car  factory  In  some  general, 
unspecific  way  I  hoped  to  be  part  of 
the  human  side  1  had  glimpsed  that 
summer  in  my  teens     maybe  some- 
how to  help  workers  in  the  factory 
Very  soon  I  found  my  niche  And 
it  wasn't  so  much  in  the  human  side 
of  the  industry  But,  to  my  surprise, 
in  the  human  side  of  the  product " 


Today  Dr  Tarriere  heads  up 
Renault's  "Safety  and  Comfort" 
Research  "Safety  and  comfort"  might 
at  first  seem  like  a  paradoxical 
coupling—  what  have  leg-room  and 
dashboard  configurations  to  do  with 
safer  driving?  But  when  Tarriere  dis- 
cusses the  inter-relationship  of  com- 
fort and  safety  he  seems  to  be  offer- 


ing yet  another  Gallic  insight  that 
(like  many  Gallic  insights)  sounds 
like  universal  truth  "Comfort  and 
safety  really  do  fit  together  After  all, 
when  all  the  parameters  of  comfort 
for  the  driver  are  successfully  met, 
the  driver's  alertness,  his  responsive- 
ness and,  if  you  will,  his  safety- 
quotient  are  all  at  their  peak." 


Another  Tarriere  nugget  "The 
human  body  is  also  a  suspension 
system  Before  we  can  refine  a  car's 
suspension  system,  we  must  know, 
analyze  and  understand  this  human 
suspension  system  Only  then  can 
we  effectively  relate  one  to  the 
other     only  then  can  we  make  the 
second  work  best  for  the  first 


Tarriere's  initial  interest  in  auto- 
mobiles may  in  part  stem  from  his 
father  who  in  the  early  '20's  worked 
as  an  artisan-craftsman  building 
wooden  coach  bodies  (un  cbarrov. 


forcjeroii)  for  the  infant  automobile 
industry  When  the  depression  found 
Tarriere  senior  jobless,  he  returned  to 
his  natal  village  of  Montsurs  (in  the 
Mayenne  between  Le  Mans  and 
Brest)  and  to  his  original  craft  of  mak- 
ing horsedrawn  wagon  bodies  and 
handmade  wood-and-metal  wheels 
Tarriere  remembers  half-playing, 
half-working  at  his  father's  side  and 
fondly  recalls  his  father  often  singing 
at  his  work 

0 

Though  there  are  no  verified  reports 
of  Dr.  Tarriere  singing  at  bis  work,  all 
indications  are  that  he  is  absolutely 
the  right  man  in  the  right  place 
When  he  delivers  one  of  his 
scholarly  papers  (in  San  Francisco, 
say  where  his  paper  on  "Pedestrian 
Protection"  was  termed  best  of  the 
conference),  or  when  he  expands  on 
his  field  of  "Ergonomics"  (the  multi- 
discipline  adaptation  of  the  machine 
to  fit  man's  capability  and  physiolo- 
gy), Or  when  he  discusses  "Protection 


Portrait  by  Mane  Cosindas,  1979 

Criteria,"  you  might  think  heiras 
singing  so  rapt  is  his  audience,  so  free 
and  outgoing  his  performance 

0 

Next  to  work,  what  Tarriere  likes 
best  is  testing  himself  with  an  old 
fishing  boat  at  a  hide-away  he  rents  on 
an  island  off  the  wild  Cote  du  Nord  in 
Bretagne  He  fishes  for  mackerel,  is 
adapting  his  old  fishing  dinghy  to  sails 
and,  like  fishermen  all  over  the  world, 
contends  with  Madame  Tarriere's  "lack 
of  enthusiasm  for  my  fighting  with  the 
elements  —  although  she  does  like  the 
fish  I  bring  home  "  The  Tarrieres  have 
four  daughters  and  two  sons,  ranging 
in  age  from  ll  to  21  Madame  Tarriere 
has  recently  returned  to  work,  she  is 
involved  in  the  celebrated  "Re-travailler" 
project  that  guides  mature  women 
seeking  to  re-enter  the  work  force  The 
younger  Tarrieres'  interests  range  from 
the  law  and  modern  dance  to 
agriculture  They  exhibit  much  of  the 
parental  creativity  and  openness  One 
son  having  just  back-packed  up  and 


down  Africa  for  a  year  after  bis 
baccalaureate  is  now  ready  to  cease 
"being  a  spectator,  anxious  to  become 
a  participant "  This  description  by 
Tarriere  of  his  son  could  be  said  to 
echo  Tarriere's  own  attitude  towards 
life:  don't  watch,  participate 

0 

In  June  of  1979,  in  ceremonies  in 
Paris,  Tarriere  was  honored  with  an 
award  from  the  U  S  Department  of 
Transportation's  National  Highway 
Traffic  Safety  Administration  for 
his  contributions  to  automotive 
safety  research  His  methods  for  labo- 
ratory analyses  have  been  adapted 
for  use  by  manufacturers  throughout 
the  world  "When  you  develop  in- 
sights about  how  to  make  driving  a 
car  safer,  it's  not  the  sort  of  thing  you 
keep  to  yourself     it's  the  sort  of 
thing  you  want  everybody  to  know 
right  away" 


"The  outside  world  tends  to  think  of 
the  French  in  terms  of  chic,  fuxury 
and  elegance,  we  French  like  to  think 
of  ourselves  as  guided  by  good  old- 
fashioned  bourgeois  virtues—  logic, 
caution,  common  sense  Yet,  it  seems 
to  me,  an  important  part  of  the 
French  national  character  has  to  do 
with  our  all-too-human  and  repeated 
strivings  to  explore  new  areas,  to 
extend  knowledge,  to  test  ourselves 
even  as  we  test  old  ways  Although 
the  elegance  is  appealing,  although 
the  common  sense  is  seductive,  what 
really  makes  the  heart  and  mind 
leap  is  a  bounding  forth  into  some 
uncharted  territory" 

0 

We  welcome  your  comments, 
questions  or  thoughts  about  any  of 
the  above  Write  to:  Renault,  USA, 
Inc.,  Englewood  Cliffs,  N.J.  07632 


RENAULT 

the  car  company  of  France 


Use  this  card.  It's  the 

easiest  wav  to  use  me 


If  you're  on  the  move  in  business,  use  me,  your  public  phone,  as  your  branch  office. 
And  I'm  even  easier  to  use,  with  a  Bell  Credit  Card.  It's  as  fast  to  use  as  giving  the  operator 
your  card  number.  You  get  a  monthly  record  of  your  calls,  too. 
Airports,  hotels,  motels.  Wherever  your  business  takes  you,  use  your  Bell  Credit  Card. 
To  apply  for  it,  just  call  your  Bell  Business  Office. 
The  Bell  Credit  Card  is  the  key  to  your  branch  office. 


I'm  your  branch  office. 


Bell  System 


FollowThrough 


A  fine  logo  deserves 
fine  reproduction, 
done  tastefully, 
of  course.  We'wa-done 
neckwear  and  blazer  badges 
for  some  of  America's 
largest  corporations 
(at  surprisingly 
low  prices).  Let  us 
show  you  how  nicely 
yours  will  look. 
Pall  or  write  today. 


y 


7hite  House  sweepstakes 

ndon  may  be  six  time  zones  distant 
m  the  U.S.  heartland  but  the  British 
ismakers  at  London's  Ladbroke's  are 
ying  up  to  the  minute  on  the  U.S. 
sidential  sweepstakes.  Last  Decem- 
,  Ron  Pollard,  who  posts  the  odds  for 
:  big  British  gambling  operation  on  such 
gers,  had  Senator  Ted  Kennedy  a  nar- 
v  favorite  over  President  Carter  (Trends, 
:.  24,  1979).  Surprisingly,  Pollard  had 
t  moved  George  Bush,  the  Connecticut 
ikee  turned  Texan,  from  nowhere  to 
rd  place  among  the  GOP  hopefuls,  just 
lind  true-bl ue  Texan  John  Connally  and 
lifornia's  Ronald  Reagan.  The  recent 
ing  in  the  Iowa  caucuses  redrew  Lad- 
ike's  tote  board  and  showed  how  right 
lard  had  been  to  put  Bush  among  the 
nt-runners.  After  Jimmy  Carter's  re- 
inding  2-toT  besting  of  Ted  Kennedy 
1  Bush's  equally  convincing  victory 
:r  Reagan,  the  prevote  favorite,  Lad- 
ike's  odds  have  shifted.  President  Car- 
is  now  the  runaway  favorite  among  the 
mocrats  at  4-to-7  odds;  Kennedy,  the 
to-8  leader  in  December,  now  trails  at 
o-l  (and  "getting  longer  all  the  time," 
lard  says).  Bush  is  far  and  away  the  GOP 
der  at  3-toT,  with  Reagan  now  8-toT 
1  Connally  third  at  10-to- 1 .  And  how  is 
action?  Ladbroke's  handled  $634,000 
bets  on  the  1976  U.S.  election,  about 
f  of  it  by  mail  from  this  country.  So  far, 
lard  has  about  $64,000  in  wagers  on  the 
SO  balloting  but  he  expects  the  total  to 
:lose  to  $800,000.  His  handle  for  the  last 
tish  election,  in  contrast,  was  over  $2 
ilion. 


A  cure  for  Schering? 

t  a  month  ago,  Forbes  (Jan.  21)  looked 
ichering-Plough  and  found  it  wanting, 
ents  were  running  out  on  Garamycin, 
antibiotic  that  produced  40%  of  its 

10  million  profit  last  year;  Chief  Ex- 
itive  Richard  J.  Bennett's  acquisition 
gram  looked  unable  to  take  up  the 
^k.  Without  a  new  blockbuster  drug  or 
icamation  of  Abe  Plough,  a  founder 
1  master  marketer,  Forbes  concluded 
lering-Plough  seemed  fated  to  stay  at 
mes  earnings  forever. 

^  week  after  that  report,  Bennett 
de  an  announcement  that  galvanized 

11  Street  and  boosted  Schering's  stock 
se  to  7  points.  Nearly  5  million  shares 
inged  hands  within  a  week.  The  news 
s  that  Biogen  Inc.,  a  Swiss-based  re- 
rch  company  in  which  Schering  owns 
'/o,  had  come  up  with  what  could 
iVe  an  effective  treatment  for  cancer, 
•gen's  scientists,  working  with  recom- 
ant  DNA,  had  produced  interferon,  a 
ural  protein  that  could  cure  the  com- 


mon cold  and  hepatitis  and  in  one  test 
with  60  cancer  patients  (many  terminal) 
had  produced  remission  in  about  half  of 
them.  Schering-Plough  has  the  exclusive 
marketing  rights.  The  news  had  been  as 
much  a  surprise  to  Bennett  as  it  had  to 
Wall  Street — and  to  Forbes.  "I  didn't 
find  out  myself  until  the  day  before  the 
announcement,"  he  says.  The  market 
excitement  actually  was  premature.  Bio- 
gen and  Schering  will  need  at  least  a 
year  even  to  deliver  enough  interferon 
for  testing.  After  that  will  come  years  of 
scrutiny  for  toxicity  and  effectiveness. 
Bennett  thinks,  however,  that  Schering 
may  beat  the  usual  eight-to-ten-year 
time  schedule.  "If  all  goes  perfectly, 
with  no  problems,  we  could  possibly 
have  our  first  generally  available  com- 
mercial product  out  in,  maybe,  three  or 
four  years." 

Interferon  could  certainly  be  the  an- 
swer Bennett  has  sought.  The  production 
and  extractive  processes  can  be  patented 
and  quite  possibly  so  can  the  reconstitut- 
ed bacteria  Biogen  used  to  produce  its 
interferon.  Such  a  patent  has  been  upheld 
by  two  federal  benches  and  is  on  its  way 
to  the  U.S.  Supreme  Court.  There  is  also 
a  potential  hitch.  Human  interferon 
takes  three  forms.  Biogen's  gene-splicers 
have  made  one;  a  second  looks  to  be 
even  more  potent  in  combating  tumors. 
The  race  for  interferon  is  just  beginning. 

Splitsville  in  stocks 

The  investment  management  team  of 
Robert  M.  Gintel  and  Robert  Dilanni  had 
been  in  business  for  four  years  when 
Forbes  hailed  their  alliance  as  a  "happy 
marriage  of  sharply  divergent  methods" 
(Oct.  30,  1978).  The  two  joined  forces  in 
1974  after  Gintel's  firm,  Equity  Advi- 
sors, Inc.  of  Greenwich,  Conn.,  was  hit 
hard  by  the  50%  drop  in  the  1973-74 
stock  market.  Dilanni,  working  in  Bos- 
ton, had  sold  out  of  stocks  two  years 
before  the  break  and  escaped  unscathed. 
Their  philosophies  could  not  have  dif- 
fered more.  Gintel,  a  lifelong  Wall 
Streeter,  was  a  "fundamentalist"  who 
picked  stocks,  not  market  trends  (  'I 
can't  judge  the  course  of  the  market,"  he 
says);  Dilanni  was  a  technician  hipped 
on  "market  timing." 

The  happy  marriage  was  obviously 
paying  off.  The  firm's  pension  fund  ac- 
counts swelled  from  $1  million  to  $30 
million  in  3Vi  years;  its  $20  million  in 
individual  accounts  and  private  invest- 
ment partnerships  boasted  returns  of  up 
to  285%.  As  Gintel  and  Dilanni  headed 
into  1979,  the  investment  basket 
seemed  full  of  golden  eggs — and  it  was. 
Equity,  for  example,  was  putting  its 
money    into    Zayre    Corp.  (discount 


YOU'VE 
MADE  YOUR  MARK! 
NOW  SHOW  IT  OFF. 


Q&uaftale&GaLtd 

A  DIVISION  OF 
DEPTF    1Z90AVE.OFTHE  AMERICAS,  NY  10019*212/581-7520 


PUT  OUR  "BOTTOM  OF  THE  BARREL" 
CAVIAR  AT  THE  TOP  OF  YOUR  LIST 

Let  us  tell  you  a  secret  of  the  caviar  business  that  will 
save  you  nearly  60%  of  the  cost  of  the  unique,  genuine 
Caspian  product. 

The  beautiful  black  eggs  of  Russian  Beluga  Caviar  are 
frequently  broken  at  the  bottom  of  the  barrel.  This  is 
the  caviar  that  we  pack  under  the  Kamchatka  label  It 
may  not  look  quite  as  pretty  as  the  whole  grain  caviar, 
and  it  doesn  t  crunch  as  well.  Butfor  splendid flavor  it 
will  match  ANYTHING  YOU  C/JV  BUY  AT4  TIMES 
THE  PRICE 

A  case  of  twelve  one  ounce  jars  is  a  bargain  at  $50. 
That  includes  shipment  anywhere  in  the  U.S.  or 
you  can  order  a  sampler  pack  of  3  jars  for  $13.95 
postpaid.  Due  to  supply  problem  this  price  is  cer- 
tain to  rise. 

Join  the  thousands  of  satisfied  customers  who  save 
substantially  when  purchasing  the  Kamchatka 
label.  If  not  fully  satisfied,  we  will  make  full  refund 
for  the  unused  jars.  A  catalog  with  many  wonder- 
ful delicacies  &  gift  ideas  all  at  discounted  prices, 
will  be  enclosed  with  every  order. 
SEND  YOUR  CHECK  TO 

INC 

1MP74 
CAVIAR  CENTER  USA 
870  Madison  Ave.  NY  1002 1 
PHONE  ORDERS  (212)  861-1210 


AMERICAN 

EXPRESS 

CARD 

MINIMUM  $25 
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You  spend  one-third  of  your  payroll  on 
fringe  benefits. 

And  your  employees  may  not  even  know  it. 


Let  Prudential's  Emnlover's 


statements  of  their  fringe  benefits. 
This  works  to  your  benefit,  too.  It 
improves  general  morale,  helps 
you  keep  your  best  employees,  and 
gives  you  an  additional  selling  point 
when  you  hire  new  people. 

EAS— it's  a  "big  company" 
benefit  now  available  to  companies 
with  fewer  than  50  employees. 
You  don't  have  to  be  a  Prudential 
policyholder  to  get  this  free 
service.  And  your  people  will 
appreciate  the  attention  our 


representatives  give  them.  We  can 
even  help  them  coordinate  their 
company  benefits  with  their  per- 
sonal insurance  needs. 

So  if  you'd  like  your  company's 
fringe  benefits  to  work  to 
everyone's  advantage,  just  ask  a 
Prudential  representative  about  our 
Employer's  Advisory  Service. 

The  Prudential  Insurance  Company  of  America 

Prudential 

Life  health  Auto  Home 


Follow-Through 


In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


es),  Woolworth,  Reliance  Group, 
thland  Royalty  (oil  and  gas)  and  Digi- 
Equipment.  Last  year,  four  of  those 
went  up  from  33%  to  100%;  Zayre 
lained  virtually  unchanged, 
ven  with  that  record,  however,  the 
py  marriage  didn't  last.  In  fuly  1979, 
month  after  Gintel's  company  cele- 
:ed  its  tenth  birthday,  Gintel  and 
inni  parted  company.  Their  "diver- 
t  methods"  had  polarized.  Dilanni's 
>e  of  timing  dictated  moving  into 
l;  though  he  too  was  cautious  in 
9,  Gintel's  fundamentalist  compass 
1  him  to  keep  investing.  Geography 
another  divisive  factor.  Greenwich 
too  close  to  New  York  and  too  far 
a  Boston,  where  Dilanni  operated, 
intel  explains  the  fundamentalist  ap- 
ich  as  finding  individual  stocks  and 
i  sitting  with  them,  sometimes  for 
rs.  He  also  looks  at  groups.  "In  the 
ies  and  early  Sixties,  it  was  discount 
es;  in  the  Sixties,  space;  in  the  Sev- 
es,  intermodal  transportation  equip- 
lt  leasing."  And  if  he  emerged  from 
9  without  his  partner,  he  did  not  end 
without  profits.  The  three  private  in- 
:ment  partnerships  Gintel  runs  all 
>pered.  The  $9  million  RMG  Inves- 
was  up  114.5%;  his  $3.6  million 
G  Associates  was  up  73.2%;  and  his 
7,000  Granby  Associates  ("I  once  had 
ig  named  Granby")  increased  by  24% . 
I  what  does  Gintel  like  now?  He  is 
of  Woolworth  but  has  increased  his 
lings  in  Zayre  and  in  XTRA,  the 
isportation  company.  His  new 
ices  for  1980  include  Franklin  Mint, 
^erhaeuser,  Teradyne,  Kerr-McGee, 
cules,  Honeywell  and  H.H.  Robert- 
a  construction  supply  company, 
leanwhile,  back  in  Boston,  techni- 
i  Dilanni  says  his  new  Atlantic  Fi- 
cial  Management  is  also  thriving  and 
s  just  as  convinced  that  his  market 
roach  is  the  right  way  to  go  in  invest- 
the  $25  million  to  $30  million  en- 
ted  to  his  keeping.  He  did  stay  in 
i  for  1979  but  is  now  ready  to  move 
i  the  market.  The  favor  long  enjoyed 
.econdary  stocks,  he  thinks,  will  now 
:  way  to  high-grade  equities.  Compa- 
;  in  capital  goods,  he  also  says,  should 
r  rate  the  nod  over  consumer  compa- 
i.  His  investment  basket  currently  in- 
ks Bell  &  Howell,  W.R.  Grace,  Mon- 
to,  Squibb,  Sun  Co.,  Allied  Chemical, 
leral  Electric,  Control  Data,  Bausch 
,orab  and  Natomas.  He  is  not  over- 
ting  consumer  stocks  entirely.  The 
also  includes  Disney  and  MCA.  ("We 
l  MCA,"  he  says.) 

•ifferences  it  seems,  may  break  up 
"riages,  but  they  also  explain  why 
:k  markets — and  horse  races — exist. 


BES,  FEBRUARY  18,  1980 


More  than  two  thirds  of  the 
businessmen  and  women  who 
stay  at  the  Essex  House  have 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Avenue,  Lincoln 
Center,  Broadway,  and  the  fash- 
ion district.  Towering  42  stories 
over  the  Park. 

They  come  back  because  they 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  They 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  most  of  all,  they  return  for 
our  impeccable  service:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  right. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-5205. 

Harriott  ss 

ESSEX  HOUSE 

160  Central  Park  South,  New  York  10019 


Robertshaw's 

new  Level-Tel 
microprocessor 

controls  levels, 
solves  problems 
automatically 
in  processing 
liquids. 

Working  with  practically  any  liquid  from  acids  to  light  oils,  a  new  concept 
in  electronic  controls  by  Robertshaw  delivers  greater  accuracy  in  pro- 
cessing. Cuts  through  such  problems  as  probe  build-up  or  changes  in 
liquid  properties  for  precise  measurement.  Uses  microprocessor  cir- 
cuits and  can  interface  with  a  plant's  computer  to  issue  commands  for 
holding  levels  automatically. 

Robertshaw's  expertise  in  cost-effective  controls  for  industry  ranges 
from  fail-safe  devices  to  advanced  digital  modules  that  can  supervise  an 
entire  plant.  For  details  on  industrial  automation,  write  to  Robertshaw 
Controls  Company,  Dept.  I  IF,  PO. 
Box  26544,  Richmond,  VA  23261. 
Or  call  804/281-0700. 

Exports:  Call  Robertshaw  Inter- 
national Operations,804/285-4161 


The  Energy  Control  Company 
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Readers  Say 


PROFESSIONAL 
PETROLEUM 
EXPLORATION 


NEW  ORLEANS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS,  LOUISIANA  701  30 


OKLAHOMA  CITY,  OK 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $24.00  □  3  years 
$48.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York.  N  Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  > 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 


Made  their  luck 

Sir:  In  "Serendipity"  (Follow-Through, 
Feb  4),  you  wrote  about  the  Diners  Club 
credit  card  being  the  first  travel  and  en- 
tertainment card  accepted  in  the  Peo- 
ple's Republic  of  China.  The  word  seren- 
dipity implies  that  we  lucked  onto  the 
Diners  Club  subject  while  we  were  in 
Peking  [Beijingj.  Actually,  we  had  it  on 
the  agenda  and  used  the  insurance  people 
to  bring  us  in  contact  with  the  responsi- 
ble party.  We  later  pursued  it  with  our 
franchisee  in  Hong  Kong,  the  Chartered 
Bank,  which  has  been  doing  business  in 
China  for  many  years. 

We  may  have  been  lucky,  but  don't 
you  agree  that  in  most  cases  we  make 
our  own  luck? 
—John  B  Ricker  Jr. 
Chairman  and  President, 
The  Continental  Corp 
New  York,  NY. 


City  slicker? 

Sir:  On  your  cover  (Jan.  21),  William 
Hewitt  seems  to  be  peering  at  us  from  a 
John  Deere  tractor  with  tires  mounted 
backward.  Since  the  cab  door  is  also 
mounted  backward  one  can  only  surmise 
that  your  artist  is  a  "city  slicker." 
— Roger  H  Luckow 
Beaver  Dam,  Wis. 


Sir:  As  an  importer-distributor  of  Euro- 
pean farm  tractors,  I  hope  the  error — the 
tire  tread  on  the  tractor  is  designed  to 
pull  backward,  not  forward — was  indica- 
tive of  Deere's  future  trend. 

I  expect  not. 
—John  C  Miller 
St.  Nazianz,  Wis. 

Sir:  Re  the  way  the  soil  is  ploughed  on 
your  Deere  cover.  Since  its  establish- 
ment in  the  mid-Thirties,  Soil  Conserva- 
tion Service  has  recommended  contour 
strip  cropping  across  the  landscape,  rath- 
er than  up-and-down,  to  control  erosion. 
—Jean  Emery 
Sprin  gvale.  Me 


Olympic  boycott 

Sir:  Re  "Boycotting  the  Summer  Olym 
pic  Cames  Would  Hit  Russia"  (Fact  am 
Comment,  Feb.  4).  I  too  have  the  sam 
feeling  after  having  spent  1 5  days  in  Rus 
sia  last  summer.  The  Russians  are  work 
ing  hard  to  make  the  Olympics  a  greai 
achievement. 
— Leland  F.  I.indell 
McPherson,  Kans. 

Sir:  I  was  very  happy  to  read  your  article 
I  remember  the  1936  Olympic  Games  in 
Berlin  and  their  propaganda  value  ver} 
well,  especially  since  I  as  a  German  Jew 
was  not  allowed  to  participate. 

I  was  lucky  enough  to  be  a  member  o 
the  American  Olympic  team  in  1948  ii 
London.  As  such  I  can  fully  understand 
the  disappointment  of  our  American  ath 
letes.  But  we  all  have  to  make  sacrifices] 
—John  H  Slade 
Senior  Partner, 
Bear  Stearns  &  Co. 
Neiv  York.  N  ) 


Looking  over  Bush 

Sir:  Bush  impresses  me.  And  since  you 
backed  him  (Fact  and  Comment,  Jan.  7),  1 
think  that  many  people,  including  mej 
are  giving  him  a  serious  look.  Some  of  usi 
were  not  too  aware  of  him  before. 
— EG.  (Doc)  Kirby 
Editor, 

Valley  Courier 

Alamosa,  Colo 


Not  affected 

Sir:  Your  article  on  the  natural  gas  indus- 
try says,  "This  residential  preference 
could  penalize  gas  companies  that  are 
heavy  on  industrial  customers  and  rela- 
tively light  on  home  residential  custom- 
ers— for  example,   Oklahoma  Natural 
Gas.  ..."  Oklahoma  Natural  is  not  sub- 
ject to"  the  incremental  pricing  provi- 
sions of  the  new  law  because  it  only 
affects  companies  involved  in  the  inter- 
state movement  of  natural  gas  and  we 
are  an  intrastate  company. 
— Walt  Radmilovich 
Vice  President-Public  Relations, 
Oklahoma  Natural  Gas  Co. 
Tulsa.  Okla. 


When  will  Brown  wake  up? 

Sir:  Your  less  than  enthusiastic  com- 
ments on  Harold  Brown  (Fact  and  Com- 
ment, Jan.  21)  and  by  association,  Joint 
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CANON 

MTRODUGES 
THE  WORLD'S 
MOST  COMPACT 

BK  COPER. 

Hot  much  larger  than  a  typewriter.  Yet  it  can  copy  on  virtually  any  paper.  Up  to  11  x  17.  At  20  copies  per  minute  letter  size. 
The  reason:  Micro-Computer  technology.  Fiber  optics.  A  revolutionary  "Toner  Projection"  system. 
Canon  NP-200.  A  new  monocomponent  plain  paper  copier.  That  fits  your  needs.  Your  office.  And  your  budget. 


Style-Tex  is 
finishing  off 
American  Olean's 
beauty. 

And  together, 
they  help  make  us 
National  Gypsum. 

National  Gypsum  is  our  name.  But 
don't  let  our  name  fool  you.  We're  one 
of  the  largest,  most  diverse 
manufacturers  and  suppliers  of 
quality  building  materials  in  the  world. 

We're  the  name  behind  Style-Tex 
vinyl  wallcoverings  and  American 
Olean  Tile.  Plus,  we're  a  leader  in 
mirrors,  windows,  gypsum  wallboard, 
bath  enclosures,  storm  doors — 
over  150  different  kinds  of 
building  products. 

This  past  year  alone,  we  helped 
build  and  remodel  everything  from 
bottling  plants  to  bus  terminals, 
homes  to  apartments,  schools  to 
department  stores  and  more.  While 
dividends  increased  13%. 

And  the  future  has  never  looked 
brighter.  Because  America  will  always 
be  building.  And  when  you  think  of 
building,  think  of  National  Gypsum. 
We're  gypsum  .  .  .  and  then  some. 

M  M  /National 
M  W  /Gypsum 
mmrm    #  Company 

A  family  of  companies  building  for  the  future. 


For  a  copy  of  our  annual  report,  write:  Dept.  PR-FB, 
4100  First  International  Building,  Dallas,  Texas  75270. 


THE  RANCH  CLUB 

Carefree,  Arizona 

This  is  the  tenth  in  a  series  of  hole-by-hole  analysis  of  The  Ranch 
Golf  Links  with  comments  from  designers  Pete  and  Roy  Dye.  Today, 


No.  10  "The  Mesquite"  470  yds.     Par  4 

The  second  nine  holes  of  the  new  Ranch  Club  Golf  Course  is  now 
being  designed  and  this  is  the  first  hole  of  this  nine  Four  elevated 
tees  each  with  a  beautiful  view  looking  over  the  village  of  Cave  Creek 
towards  the  New  River  mountains  30  miles  N  W.  gives  the  golfer  an 
excellent  tee  shot  to  the  wide  desert  wash  30  feet  below.  The  landing 
area  is  enveloped  with  craggy  mesquite  trees  and  a  few  multi-armed 
200-300  year  old  saguaros  Four  desert  arroyos  cut  the  fairway  into  a 
Chinese  jig-saw  puzzle  shape  which  maintains  the  flavor  of  the  ever- 
changing  desert  landscape.  The  hillside  green  is  placed  across  a 
wash  in  the  front  of  a  gentle  desert  ridge  covered  with  beautiful  palo 
verdes  The  golfer  should  be  well  warmed  up  here  because  this  can 
be  a  very  strong  hole 

For  further  information  call  {602}  488-3545 
First  National  Bank  Plaza    P.O.  Box  1269  85377 


DunhiD  searchers 
cost  you  nothing 


till  the  professional 
we  find is  on  the  job. 


Feel  free  to  assign  Dunhill  a 
search  with  this  understanding:  Dunhill 
Contingency  Search  means  Dunhill 
charges  a  fee  only  after  we  complete  a 
search  that  results  in  a  new  hire. 

Our  highly  trained  team  mobilizes 
industry  and  occupational  specialists 
from  the  combined  Dunhill  offices. 

Our  unique  National  Exchange 

Dunhill 

The  National  Personnel  System. 

See  your  telephone  directory  for  the  nearest  Dunhill  office. 


network  of  candidate-employer  match- 
ing works.  Over  250  Dunhills  can  work 
together  as  one,  targeting  their  search 
to  accounting,  administrative,  EDP, 
engineering,  sales,  technical  and 
specialized  management  skills  in  the 
$15-50,000  range. 

Others  may  charge  you  for  trying. 
We  charge  for  succeeding. 


Readers  Say 


Chiefs  of  Staff  Chairman,  General  David 
Jones,  deserve  greater  circulation.  They! 
have  succeeded  admirably  in  demilitariz- 
ing the  military. 

— T.  Dmid  Parrack 
Cape  Coral,  Fla. 

Sir:  I  also  wonder  when  Defense  Secre-' 
tary  Brown  will  ever  awaken  to  the  factj 
that  "what's  supposed  to  be  near  ready] 
isn't  nearly." 
— Larry  E.  Stephenson 
Chairman  and  CEO, 
Security  Bank  &  Trust  Co. 
Ponca  City,  Okla. 
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Determining  value 

Sir:  Cash  flow  is  not  multiplied  by  a 
capitalization  rate  to  determine  value 
("The  real  REIT  world,"/<m  21);  rather, 
it  is  divided  by  a  capitalization  rate. 

With  respect  to  appraisals,  they  aren't 
worth  the  paper  they  are  written  on.  The 
standing  joke  among  real  estate  profes- 
sionals is  that  the  designation  M.A.I, 
after  an  appraiser's  name  really  stands 
for  "made  as  instructed." 
—Bill  G.  Dains 
Coral  Gables,  Fla. 


Don't  look  to  Canada 

Sir:  George  S.  Moore  may  believe  the 
solution  to  the  U.S.  water  crisis  is  the 
NAWAPA  project  to  bring  Alaskan  and 
Canadian  water  to  the  U.S.  and  Mexico 
(Readers  Say,  Jan.  7). 

As  a  Canadian,  I  say,  the  hell  it  is.  Do] 
what  you  want  with  the  Alaskan  waters,  I 
but  don't  assume  that  the  solution  to  the  I 
problems  of  profligate  U.S.  water  con-  I 
sumption  can  be  found  by  expending  | 
Canadian  resources. 
— EC.  Eraser 
Toronto.  Can. 


No  decline 

Sir:  I  have  noticed  a  marked  decline  in  i 

the  number  of  letters  from  readers  who  | 

are  upset  enough  by  your  magazine  to  I 

request  immediate  cancellation  of  their 

subscription. 

— Ronald  W.  Mammen 

Sacramento,  Calif. 

Sir:  You  always  refer  to  businessmen. 
Until  you  address  me,  a  businesswoman, 
cancel. 

—Jean  L  Wickett 
Laguna  Beach,  Calif. 
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C-E  goes  to  the  far  corners  of  the  earth  to  help 
find  and  produce  oil  and  gas. 


Far  below  this  patch  of  Sumatran 
jungle  sits  a  vast  reservoir  of 
natural  gas.  The  Arun  Field. 

To  cope  with  the  tremen- 
dous pressures,  high  tempera- 
tures and  corrosiveness  of  this 
remote  gas  deposit,  C-E's  Gray 
Tool  Company  applied  the  latest 
metallurgy  and  valve  and  seal 
technology  to  the  development 
of  its  stainless  steel  wellheads. 

At  other  corners  of  the 
world,  C-E  energy  specialists 
and  equipment  are  also  at  work, 
helping  to  search  out,  develop 
and  use  energy  resources. 


On  a  sandy  bluff  overlook- 
ing the  Gulf  of  Suez,  C-E  Natco 
desalters  are  processing  oil  from 
one  of  Egypt's  offshore  oil  fields. 
In  fact,  C-E  Natco  equipment 
plays  a  part  in  processing  about 
25%  of  the  oil  and  gas  the  world 
uses  every  day. 

In  the  North  Sea. 

Gray  Tool  has  furnished  wellhead 
equipment  for  more  than  50%  of 
the  platforms  now  installed  or 
scheduled  for  installation  in  the 
harsh  operating  environment  of 
the  North  Sea. 

C-E  Vetco  has  developed  a 
diverless  underwater  drilling  and 
production  system.  Used  suc- 
cessfully in  the  North  Sea,  it 
cuts  the  time  between  discovery 


and  initial  production  of  offshore 
oil  and  gas  reserves. 

Energy  is  our  business. 

For  more  than  65  years,  C-E  has 
been  supplying  systems,  equip- 
ment, technology  and  research 
to  help  produce  the  worlds 
energy,  squeeze  more  uses  from 
it,  and  make  it  clean. 

For  more  information,  write 
Combustion  Engineering,  Inc. , 
Dept.  7004-96,  900  Long  Ridge 
Road,  Stamford,  Connecticut, 
USA  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


THE 

MANUFACTURERS 
HANOVER 

SECURITIES  AND 
INVESTMENT 
COMMITMENT: 


IT'S  WORKING  ON 
WALL  STREET... 


. .  .and  on  LaSalle  Street  and  Montgomery  Street  and 
Threadneedle  Street  as  well.  It's  part  of  our  total 
banking  philosophy  —  proven  credit  alternatives 
combined  with  premier  operations  support. 

In  addition  to  our  reputation  as  a  leading  and 
loyal  credit  source,  Manufacturers  Hanover  is  known 
for  its  operational  accuracy  and  consistency. 

TRANSIFAC5*,  for  example,  our  fully  on-line 
stock  transfer  and  registration  system,  is  a  truly 
"real  time"  operation.  Shareholder  information  is  fed 
immediately  into  our  computers  for  unparalleled 
accuracy.  We  now  mail  out  some  $3.4  billion  a 
year  in  dividends  and  interest  to  shareholders  in 
every  state  and  overseas. 

In  other  operations  areas,  every  business  day 
we  clear  more  city,  state  and  U.S.  Government 
securities  than  any  bank  in  the  world.  And  we've 
made  a  commitment  in  hardware,  software  and 
"peopleware"  to  make  our  Master  Trust  service 
second  to  none. 

Credit.  Operations.  And  the  integration  of 
both  to  create  a  total  financial  relationship  of  the 
highest  standards  —  anywhere  in  the  world. 

"...Manufacturers  Hanover  is  totally 
committed  to  being  the  global  bank  for 
business  —  a  leading  lender  and 
a  leading  operating  partner  as  well." 

John  F.  McGillicuddy 

Chairman  and  Chief  Executive  Officer 

MANUFACTURERS  HANOVER 

Member  FDIC 


Pleasure  before  b 


usiness. 


On  our  new  747B  s  from  Los  Angeles  and 
Seattle  toTokyo  and  Bangkok,  we  treat  you 
with  a  little  vacation,  as  it  were,  before  you 
get  down  to  business.  And  we  do  it  as  smooth 
as  silk  to  33  cities  across  4  continents.  Because 
we,  too,  have  important  business  to 
take  care  of.  And  that,  dear 


»  —  passenger,  is  you. 

How  man  was  meant  to  fly. 


^Thai 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in  Chief 


RE  THE  U.S.S.R.,  BORN-AGAIN  CARTER'S  STATE  OF 


md  is  what  really  matters  most  to  the  future  State  of  the 

lion  to  which  he  addressed  himself  and  the  nation. 

Aiter  three  years  of  defense-budget  stripping  and  a  naive 

eign  policy  that  expected  goodwill  and  fair  play  to  con- 

n   Soviet  communist  ideology,   colonialism  and  brute 

ength,  we're  militarily  in  an  appallingly  weak  posture  for 

nfrontations. 

Sure,  we  can  atomize  the  earth.  But,  at  the  moment,  we'd  be 
rd  put  to  airlift  and  maintain  a  single  army  division  any- 
lere  in  the  Mideast — if  we  could  find  one  really  at  the  Ready. 


Yet  the  President  has  announced  we'll  defend  that  area  "by 
military  means  if  necessary." 

We  can  be  thankful  Carter's  come  awake,  that  he's  now  aware 
how  vital  convincing  conventional  military  power  is  to  contain 
Soviet  expansionism,  to  retain  the  confidence  of  Bear-scared 
friendly  Mideast,  African  and  European  nations.  They  must  be 
assured  that  not  only  will  we  be  willing  to  stand  up,  but  that  we 
will — soon — have  enough  force  and  Forces  to  stand  up  with. 

Only  by  proceeding  as  though  we  could  be  at  war  can  we 
insure  that  we  won't  be. 


DOES  PRESIDENT  CARTER  COMPREHEND  HOW  APPALLINGLY 


behind  Russia  we  are  on  every  military  level? 
Let  us  pray  that  he,  along  with  you  and  me,  reads  at  least 
;  first  three  paragraphs  of  the  Forbes  interview  with  Dr. 
ward  Teller  (p.  61),  the  physicist  who  chaired  the  U.S. 


hydrogen  bomb  development. 

President  Carter  has  fired  the  rhetoric.  It's  vital  this  minute 
to  fire  up  a  fierce,  relentless  effort  to  restore  U.S.  nuclear  and 
unconventional  military  parity,  as  well  as  conventional. 


.  .  .  AND  GEARING  UP  FOR  CONVENTIONAL  MILITARY  POWER 


anges  the  pre-Iran-Afghanistan  economic  scenario.  With 
rpnsing  slowness,  it  seems  finally  to  be  sinking  in  to  our 
ecasters  and  major  corporate  helmsmen  that  it's  a  whole 
w  ball  game. 

Forget  hunkering  down  for  that  much-heralded  recession. 


Gearing  up  to  meet  the  military  realities  of  the  cold  war  changes 
the  entire  outlook  (for  one  example,  see  p.  114).  Between 
hardware  and  vast  spending  for  energy,  the  problem  won't  be 
extended  recession  but  possibly  more  inflation  and  a  real,  albeit 
down  the  road,  possibility  of  mandatory  wage/price  controls. 


IMAGINE— A  WASP  MIGHT  MAKE  IT 

Seorge  Bush  is  apparently  off  the  pad.  Mebbe  brains  and  former  head  of  the  CIA  and  former  chief  of  our  UN  delegation, 
ckbone  will  overcome  the  presumed  political  disadvantage—  Bush  won't  need  three  years  in  the  White  House  to  awaken  to 
:se  days — of  WASPness.  It's  nice  to  know,  too,  that,  as    the  fact  that  Russia  respects  only  power,  not  piety. 
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A  DEATH 
IN  THE  FAMILY 


**£%*S&        40S05  Mil 

Fifteen  years  ago  we  commissioned  the  building  of  the 
second  Forbes  Highlander,  and  two  years  later  this  lovely  ship 
began  its  lifetime  of  service  to  this  company.  Between  1967 
and  the  Highlander's  flaming  recent  end  resulting  from  an 
accidental  galley  fire,  countable  thousands  of  America's  corpo- 
rate Consequentials — and  often  their  ladies — came  to  know 


and  love  her,  as  did  Kings  anc 
Prime  Ministers  and  Presidents 
foreign  and  domestic. 

Perhaps  it's  not  an  exaggeration 
to  say  that  from  Highlander  conver 
sations  were  generated  more  arti 
cles  than  from  any  other  ship  since 
Noah's  ark  and  Chnstoper  Colum* 
bus'  wee  fleet.  Uncountable  Forbes 
stories  of  business,  businesses  and 
the  men  who  run  them  were  borni 
aboard  her.  In  several  instances,  ma 
jor  American  corporate  mergers  re- 
sulted from  friendships  formed  or 
the    Highlander.    As    Marsh  & 
McLennan  Chairman  Patton  Kline 
wrote,   "The   Highlander  meant 
more  to  American  business  than  any  other  vessel  in  the  world." 

Though  she  was  all  business,  the  government  two  years  ago 
forbade  any  yachts  as  a  business  expense.  But  she  proved  so 
valuable  to  us,  we  kept  her  going  out  of  aftertax  profits. 

There'll  be  another,  but  this  Highlander  will  remain  a  cher- 
ished memory  to  all  the  thousands  who  sailed  on  her. 


EDUCATING  EDUCATORS  ABOUT  BUSINESS 


about  free  enterprise,  about  the  essentialness  of  profit  has  been 
a  Holy  Grail  pursued  (with  the  same  lack  of  success)  by 
countless  tycoons.  They've  spent  bundles  of  moola  in  every 
conceivable  way,  means  or  manner  attempting  to  educate 
educators.  With  as  much  success  as  tide  holdbackers  and 
London  foglifters. 

Guess  who  finally  did  the  job,  accomplished  the  mission? 
The  government.  Bureaucracy,  in  the  form  of  Sbillions  for 
scholarships,  research,  dormitories  and  other  free  goodies. 

'Twasn't  too  long  after  this  vast  federal  largesse  was  set  in 
motion  that  academia's  euphoria  began  evaporating,  as  an 
endless  string  of  agencies  and  agents  arrived  to  enforce  hun- 
dreds of  often  contradictory,  arbitrary  government  regulations. 
From  admissions  to  administration  to  curriculum  to  every 
aspect  of  campus  life,  much  major  decision-making  passed  out 
of  professorial  hands. 

The  Learned  finally  learned  that  not  all  business  laments  are 


lamentable  manifestations  of  greed.  With  academic  freedo'r 
sharply  curbed  by  feds  who  follow  government  grants,  teachers 
discovered  what  businessmen  have  been  talking  about  in  refer- 1 
ence  to  government  excess,  regulatory  overkill. 
Fr'instance — 

Brigham  Young  University  President  Dallin  H.  Oaks  facec 
possible  federal  suits  for  violating  the  Fair  Housing  Act  whose  I 
enforcement,  he  said,  "would  make  separate  men's  and  worn-, 
en's  dormitories  illegal  on  every  campus  in  the  country. "j 
Observed  the  former  president  of  the  University  of  California,] 
Clark  Kerr,  "Such  details  as  how  many  native  American  Indi- 
ans the  classics  department,  which  now  has  about  five  people,! 
should  employ  by  the  year  2003  was  required  by  federal  govern-] 
ment  planning.  The  answer  was  .08  .  .  .  people  do  not  come  in| 
those  kinds  of  units." 

Here's  one  of  those  rare  cases  where  federal  handouts 
however  unintentional — accomplish  a  great  good. 


SANE  MAINE  DOES  IT  AGAIN 


If  you  know  Down  Easters,  you'd  know  their  Audubon 
Society  wouldn't  be  merely  a  collection  of  vociferous  environ- 
mentalist aginners. 

In  ref  ineryless  New  England,  oil's  even  higher  than  every  place 
else.  So  the  Maine  Audubon  Society,  in  cooperation  with  Casco 
Bank  &  Trust  (the  state's  largest  commercial  bank),  last  year 
constructed  the  first  total  solar- and  wood-heated  public  building 


designed  some  woodburning. "pieces"  that  would  excite  even II 
those  to  whom  chic  is  all.  As  for  the  potbellied  stove,  it's  as 
intensely  functional  as  when  it  heated  the  wooden  training  | 
camp  barracks  thousands  of  us  lived  in  during  World  War  II. 
The  wood  furnace  business  is  roaring. 

Sure,  there  would  be  environmental  problems  in  urban  areas 
if  every  apartment  started  piping  smoke  out  the  windows.  But  }| 


in  New  England.  To  keep  the  place  warm  for  the  whole  of  last  heating  with  this  renewable  resource  we  possess  by  the  count-  jl| 

winter  only  3Vi  cords  of  wood  were  required!  (I'm  not  much  on  less  billions  of  cords  makes  near-total  sense  while  at  the  same 

using  exclamation  points,  but  I  think  that  this  calls  for  one.)  time  it  adds  to  the  warmth  of  home  and  hearth. 
Everybody  loves  a  fireplace  and  decorators  these  days  have       Get  chopping! 


32 


FORBES,  FEBRUARY  18,  1980 


MOVIE  REVIEWS 


leing  There — This  dry,  wry  spoof  of  what  passes  for  politi- 
al  and  corporate  profundity  features  Peter  Sellers  at  his 
xpressionless,  monotoned,  passive  best.  Big  business  (as 
er  the  Hollywood  scripters'  norm)  is  Villain,  politicians  the 
uffoons.  Cuba — The  romance  is  as  absurd  as  its  ending, 
ut  you  certainly  get  the  feel  of  what  it  was  like  in  Batista 
'uba  on  the  eve  of  Castro's  triumph.  Kramer  vs. 
Cramer — Would  you  ever  have  thought  that  a  movie  about 
le  devastating  impact  of  divorce  on  a  six-year-old  and  his 
arents  would  be  one  of  the  biggest  box-office  hits?  But  in 


the  hands  of  Daddy  Dustin  Hoffman,  deserting  Ma  Meryl 
Streep  and  the  extraordinary  child  actor,  Justin  Henry,  nary 
a  tear  duct  was  unopened.  Marriage  of  Maria  Braun — This 
quite  extraordinary  film  conveys  better  the  feel  and  the 
facts  of  Germany's  postwar  economic  miracle  than  any- 
thing else  I've  seen  or  read.  That  Hanna  Schygulla  is  an 
actress.  1941 — A  $40  million  comedy  that  is  stultifyingly 
unfunny.  All  concerned  deserve  the  bath  they'll  take.  As 
critic  Vincent  Canby  beautifully  put  it,  it's  "as  much  fun  as 
a  40-pound  wristwatch." 


THE  TOOTH  FAIRY  FACES  LIFE 


I  don't  know  how  you  made  out  when 
hopefully  sticking  your  childhood  teeth 
as  they  came  unstuck  under  your  pillow, 
marked  for  the  attention  of  the  tooth 
fairy.  In  our  decades-ago  day,  we  used  to 
hope  for  a  quarter  and  more  often  in  the 
morning  found  a  dime. 

As  you  can  see  from  this  letter  from 
the  seven-year-old  daughter  of  Phoenix 
broker  Kenneth  Stead,  nowadays  gold's 
got  nothing  on  teeth. 


fairy  plca-Se. 


ALCHEMY  ISN'T  A  MYTH 

Attitude  and  action  can  turn  anyone  and  anything  golden. 


MONEY  SELDOM  CHANGES  PEOPLE 

,     It  just  makes  them  more  visible. 


REARMAMENT  WON'T  COME  FREE 


By  M.S.  Forbes  Jr. 


How  will  we  finance  the  mammoth 
rise  in  defense  spending  that  must 
take  place?  To  catch  up  with  the  Sovi- 
ets will  require  a  far  greater  commit- 
ment of  resources  at  a  far  faster  pace 
than  President  Carter  contemplates. 
Military  expenditures  are  likely  to 
double  to  more  than  $250  billion  by 
the  1984  presidential  election. 

If  nothing  is  done  on  the  tax  side, 
an  increase  of  that  magnitude  could 
send  the  federal  deficit — and  infla- 
tion— through  the  stratosphere.  Meet- 
ing these  needs  will  require  a  new  tax 
as  well  as  changes  in  current  tax  laws. 

Phasing  in  a  tax  on  gasoline  to 
$1.50  per  gallon  (still  lower  than  most 
European  countries)  over  a  three-year 
period  would  raise  the  necessary  rev- 
enue, as  well  as  reduce  our  depen- 
dence on  what  makes  the  Persian 
Gulf  so  vital  to  our  security — oil. 

The  only  realistic  alternative  to  a 
strictgas  tax  would  beavalueadded  tax. 
A  10%  rate  (5%  on  food  and  clothing) 
would  bring  in  $130  billion  a  year. 

Lyndon  Johnson  tried  to  finance 


the  Vietnam  War  through  the  printing 
press.  We're  still  paying  for  that  folly 
today.  If  we  don't  have  a  new  levy,  the 
resultant  inflation  will  bring  on  a 
World  War  II-like  panoply  of  controls. 

Given  our  dire  need  for  new  ma- 
chines, new  factories  to  make  new 
weapons,  we  must  at  the  same  time 
liberalize  depreciation  schedules  along 
the  lines  of  Jones-Conable.  Business 
will  more  likely  make  the  enormous 
long-term  investments  needed  for  re- 
armament if  its  capital  can  be  recov- 
ered in  5  years  rather  than  10  or  20 
years.  With  the  resultant  increased  eco- 
nomic activity,  Washington  wouldn't 
lose  revenue. 

Given  our  abysmal  rate  of  savings 
(3%  and  declining),  we  should  also 
encourage  capital  formation.  Why  not 
allow  people  to  exempt  a  certain  por- 
tion of  their  interest  and  dividends 
from  federal  income  taxes?  We  current- 
ly subsidize  debt  and  penalize  savings. 

KEMP-ROTH,  R.I.P. 

One  probable  victim  of  higher  mili- 
tary spending  is  a  significant,  across- 
the-board  reduction  in  income  tax 


rates,  best  exemplified  by  the  Kemp- 
Roth  bill,  which  cuts  personal  tax  rates 
30%  over  three  years.  The  evidence  is 
overwhelming  that  such  a  move  would 
benefit  the  economy  by  giving  people 
incentive  to  produce  more  and  to  save 
more  by  letting  them  keep  more  of 
each  dollar  they  earn.  Marginal  tax 
rates,  what  we  pay  on  each  additional 
dollar  of  income,  are  at  a  record  high. 
That's  why  many  people  are  into  tax- 
exempt  bonds,  tax  shelters  and  the 
cash  economy.  As  examples  ranging 
from  Germany  to  Hong  Kong  make 
clear,  lowering  taxes  a  la  Kemp-Roth 
increases  economic  activity — as  well 
as  government  revenues. 

Unfortunately,  most  economists 
still  confuse  tax  rates  with  tax  rev- 
enues. Under  the  guise  of  fiscal  re- 
sponsibility, they  will  argue  that  in- 
come-tax-rate reductions  would  be 
too  costly  when  actually  they  would 
enable  the  economy  to  better  with- 
stand the  enormous  military  demands 
we  must  now  make  upon  it. 

Kemp-Roth's  time  will  come,  but  it 
now  looks  to  be  one  of  the  early  casu- 
alties of  the  new  cold  war. 


DRBES,  FEBRUARY  18,  1980 


33 


Other  Comments 

Often  comments  by  others  stimulate  irritate 
abuse  or  amuse  this  editor's  mind — MSF 


Ruthless  Opportunism 

Absolute  security  for  Russia  has  meant 
infinite  insecurity  for  all  its  neigh- 
bors. ...  It  seems  to  me  useful  to  view 
Soviet  strategy  as  essentially  one  of  ruth- 
less opportunism.  In  every  policy  choice 
the  Soviet  leaders  have  identified  their 
interests  not  with  the  goodwill  of  coun- 
tries that  Soviet  doctrine  defines  as  or- 
ganically hostile  but  with  strategic  op- 
portunity as  they  saw  it.  .  .  .  Self-interest 
is  a  standard  they  understand. 

— Henry  Kissinger,  White  House  Years 

The  Left  Has  Left 

One  of  the  reasons  for  the  disappear- 
ance of  the  left  in  the  1970s  is  the  influ- 
ence of  Alexander  Solzhenitsyn  and  his 
Gulag  Archipelago.  I  have  the  feeling 
that  that  book  will  be  seen  eventually  as 
one  of  the  most  influential  pieces  of  writ- 
ing in  history.  .  .  .  There  was  no  denying 
after  that  that  socialism  can  lead  to  the 
concentration  camp. 

I  feel  rather  optimistic  about  the  1980s 
in  the  West  because  a  lot  of  the  intellectual 
antagonism  in  the  U.S.  and  other  Western 
democracies  is  fading.  There's  still  a 
strong  left  wing  in  Italy,  but  I  think  it's 
slowly  diminishing  and  has  diminished 
considerably  in  France  and  England. 

It  really  can  be  traced  to  Solzhenitsyn. 

— Tom  Wolfe, 
in  U.S.  News  &)  World  Report 

Use  of  Strength 

The  only  long-term  justification  for 
"nuclear  modernisation"  must  be  to  pro- 
vide a  basis  for  disarmament-from- 
strength.  In  our  fear-filled  world,  disar- 
mament-from-weakness  has  proved  ei- 
ther futile  or  suicidal. 

— The  London  Sunday  Times 

Blowing  Bubbles 

You  can  attract  the  man  or  woman  of 
your  choice.  The  first  step  is  to  generate 
a  force  field  of  mana. 

1 .  Take  six  deep  breaths. 

2.  Tell  your  low  self  to  form  a  bubble  of 
sparkling,  white  light.  Visualize  the  bub- 
ble out  in  front  of  you.  Now  feel  the 
emotion  of  love  fill  your  being.  Feel  that 
you  are  overflowing  with  love.  Next,  di- 
rect this  love  into  the  bubble  of  Mana- 
Force  Power.  See  the  bubble  change  to  a 
soft  pink.  This  is  the  color  of  love.  Now 
your  bubble  is  filled  with  love  and  you  are 
filled  with  love.  It  is  now  time  to  send 
out  your  command  that  will  propel  your 
magnetized  bubble  of  love  to  the  person 


you  are  seeking  to  win: 

1.  Take  three  deep  breaths. 

2.  Hold  your  hands  out  in  front  of  you. 

3.  Speak  these  words:  "I  command 

this  bubble  of  love  to  go  to   

(name  your  loved  one).  I  command  it  to 
settle  around  her  (or  him)  and  fill  her 
with  my  love.  I  command  it  to  make  her 
love  me  in  return.  I  command  this  with 
my  full  soul  power.  So  be  it.  It  is  done." 

Use  a  very  forceful  tone. 

— by  Madeleine  C.  Morris, 
The  Miracle  of  Mana-Force: 
Secret  of  Wealth,  Love  and  Power 

Patching  Capitalism 

The  nice  thing  about  capitalism  is  that 
it  lends  itself  to  an  infinity  of  patching 
up.  If  it  were  subiect  to  the  rigors  of 
principle  assumed  by  either  the  right  or 
the  left,  it  would  have  ended  long  ago. 
The  patching  up  will  enable  it  to  survive. 

— John  Kenneth  Galbraith 

Back  to  Basics 

After  62  years  of  making  wood-burn- 
ing furnaces,  the  Sam  Daniels  Co.  finally 
called  it  quits  in  1970.  With  cheap,  trou- 
ble-free oil,  gas  and  electricity  available, 
even  hardy  New  Englanders  were  no 
longer  willing  to  stack  firewood  and 
stoke  furnaces.  But  today,  with  home 
heating  oil  averaging  90  cents  a  gallon 


"Good  morning — er — comrades. 
Would  you  like  some  complimen- 
tary tickets  for  the  Olympics!" 

Jon  -  London  Daily  Mail 


here  in  Vermont,  the  company  is  back  in 
business  like  never  before.  "I  was  pretty 
sure  that  once  the  Arabs  started  messing 
with  the  oil  supplies,  there'd  be  a  market 
for  our  furnaces,"  said  Elwin  Daniels, 
president  of  the  family  company  he 
started  up  again  in  1975.  "There  hasn't 
been  any  let-up  in  phone  calls  and  let- 
ters. .  .  .  It's  gone  absolutely  wild." 

Wood  supported  an  estimated  90%  of 
America's  fuel  a  century  ago.  .  .  .  Since 
the  Arab  oil  embargo  six  years  ago,  fire- 
wood consumption  has  soared  nation- 
wide and  quadrupled  in  New  England, 
whose  forests  contain  the  energy  equiv- 
alent of  about  3  billion  barrels  of  oil.  Last 
year  Americans  bought  a  record  $1  bil- 
lion worth  of  wood  furnaces,  stoves  and 
accessories.  .  .  . 

— Edwin  McDowell, 
The  New  York  Times 


A  wolf  whistle  is  like  a  train 
whistle.  You  like  to  hear  one 
even  though  you're  not  going 
any  place. 

— Eloise  McElhone, 
in  Kilgallen,  by  Lee  Israel 


No  Point  to  Working 

Work  is  subject  to  heavy  Swedish  in- 
come tax.  If  the  married  breadwinner 
(wife  not  working)  with  four  children 
earned  $4,600  per  year  in  1978,  the  net 
income  [with  subsidies  and  income 
transfers  added]  would  be  $14,117.  The 
family  also  earns  $14,117  when  the 
breadwinner's  gross  income  is  $23,000. 
Thus,  increasing  one's  salary  from 
$4,600  to  $23,000  has  absolutely  no  ef- 
fect on  the  family's  net  income  position. 

— Professor  Melvyn  B.  Krauss 
in  the  Wall  Street  Journal 

Stop  the  Self-Pity 

At  one  point  [in  the  play  On  Golden 
Pond],  the  daughter,  a  discontented 
woman,  blames  her  parents  for  an  un- 
happy childhood.  "I'm  not  sorry  for  any- 
thing," her  mother  says.  "Leave  the  past 
alone,  Chelsea.  Get  on  with  it." 

■ — Edith  Oliver,  The  New  Yorker 

Dieting's  for  Goofs? 

The  human  body  was  not  designed  to 
feel  deprived.  It  was  designed  to  feel 
good — physically,  sexually  and  emotion- 
ally. Feeling  good  is  what  the  survival 
instinct  is  all  about.  It's  why  you  goofed 
on  the  grapefruit  diet.  And  it's  why 
you'll  goof  again — on  any  diet  that  de- 
nies your  body  its  inalienable  right  to 
feel  satisfied. 

— Executive  Fitness  Newsletter 
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Bourbon  American  Blends  Canadian  Puerto  Rican  Gold  Rum 


If  you're  still  drinking  whiskey  on  the  rocks ...  if  s  because 

you  ha  vent 
tasted 
gold  rum 
on  the  rocks. 


That's  the  reaction  that's  made  Puerto 
Rican  Gold  Rum  one  of  the  most  popular  and 
fastest  growing  liquors  in  America  today. 

People  try  it  once.  Then  again  and  again. 

Either  on  the  rocks,  or  with  a  dash  of  soda 
or  your  favorite  mixer.  Any  way  you  try  it, 
Gold  Rum  is  the  smooth,  delicious  alternative, 
to  bourbons,  blends,  Canadians  — even  Scotch. 

Try  the  delicious  Gold  Rums  of  Puerto  Rico. 


The  first  sip  will  amaze  you. The  second  will 
convert  you. 

Make  sure  the  rum  is  Puerto  Rican. 

The  name  Puerto  Rico  on  the  label  is  your  assurance 
of  excellence. 

The  Puerto  Rican  people  have  been  making  rum  for 
almost  five  centuries.  Their  specialized  skills  and  dedica- 
tion result  in  a  rum  of  exceptional  taste  and  purity. 

No  wonder  over  85%  of  the  rum  sold  in  this 
country  comes  from  Puerto  Rico. 

PUERTO  RKAfl  RUfflS 


Agt 


taste. 


*ed  tor  smoothness  i 

For  free  "Light  Rums  of  Puerto  Rico"  recipes,  write:  Puerto  Rican  Rums, 
Dept  FB-1, 1290  Avenue  of  the  Americas,  N  Y  ,  N  Y  10019  ©1978  Commonwealth  of  Puerto  Rico 


A  motor  car  of  the  years 
has  away  of  defying  the  passage  of  time, 


ROLLS 


Yesterday,  today  and  tomorrow  often 
}jk  appear  to  be  separate  worlds. 
ro^ei  But  to  the  engineers  and  artisans  of 
Rolls-Royce,  they  are  forever  intertwined. 

It  is  in  their  marrow  to  revere  the  past, 
*elish  the  present  and  welcome  the  future 
ill  at  once,  because  the  driving  force 
behind  a  Rolls™  is  not  merely  to  come 
md  go,  but  to  go  on  and  on. 
Consider  the  Silver  Wraith  II. 
The  heritage  of  this  motor  car  goes 
)ack  to  the  original  Rolls-Royce  Wraith 
)f  1952  and  beyond.  The  evidence  is 
iverywhere,  from  the  graceful  lines  of  the 
>teel  monocoque  shell  to  the  elegant  air 
)f  the  spacious  interior.  And  yet,  for  all 
ts  artistry,  the  Silver  Wraith  II  is  a 
nachine  of  the  moment,  a  masterpiece 
)f  literally  hundreds  of  subtle  innovations 
hat  were  almost  unthinkable  years  ago. 

To  cite  but  three  examples,  a  unique 
mtomatic  air-conditioning  system 
naintains  any  temperature  you  desire  at 
wo  levels  of  the  interior;  a  sophisticated 
ack-and-pinion  system  turns  the  humble 
Peering  wheel  into  a  thing  of  ease  and 
)recision;  a  self-leveling  suspension 
;ystem  lets  you  forgive  and  forget  the 
udest  of  uneven  roads. 

And  to  assure  you  that  the  future  can 
)e  looked  serenely  in  the  eye,  a  Silver 


Wraith  II  surrounds  you  with  the 
strongest  metals,  the  rarest  Lombardian 
walnut,  the  deepest  Wilton  carpets  and 
the  richest  Connolly  leather,  not  to 
mention  an  electronic  odometer 
designed  to  record  your  journeys  up  to  a 
million  miles. 

And  while  that  may  seem  an  incredible 
amount  of  driving  for  one  motor  car,  you 
can  rest  assured  that  a  Silver  Wraith  II 
can  dare  to  improve  with  the  miles  and 
the  years  only  because  it  takes  at  least 
four  months  to  build. 

This  may  explain  why  more  than  half 
the  motor  cars  in  Rolls-Royce  history  are 
still  on  the  road,  many  of  them  climbing 
in  value  long  after  ordinary  machines 
have  faded  from  view. 

And  this  may  also  explain  why  two  of 
the  joys  of  your  lifetime  may  prove  to  be 
the  timeless  pleasure  and  the  priceless 
asset  of  a  Silver  Wraith  II. 

A  collection  of  Rolls-Royce  masterpieces 
is  waiting  for  you  at  any  one  of  the  select 
dealerships  appointed  by  Rolls-Royce 
Motors.  For  further  information,  consult 
Rolls-Royce  Motors  Inc.,  P.O.  Box  476, 
Lyndhurst,  New  Jersey  07071. 


The  names  "Rolls-Royce"  and  "Silver  Wraith  II" and  the  mascot,  badge  and 
radiator  grille  are  registered  trademarks. 


Aluminum. 
Try  flying  without  it. 


In  a  single  lifetime,  Man  has  journeyed  from 
Kitty  Hawk  to  the  face  of  the  moon.  Along 
the  way,  aluminum  helped  make  it  possible. 
An  early  awareness  of  the  metal's  high 
strength-to-weight  ratio  convinced  the 
Wright  Brothers  that  their  engine  should 
have  a  cast  aluminum  block.  Today,  aero- 
space engineers,  faced  with  designing 
vehicles  that  can  endurethe  stresses 
of  leaving  the  earth's  atmosphere,  find  the 
properties  of  aluminum  to  be  critical  in 
thousands  of  applications. 
The  nexttime  you're  flying,  considerthe 
fact  that  the  aluminum  in  the  aircraft's  struc- 


ture, skin  and  power  plants  is  saving 
thousands  of  pounds  of  weight.  And  remem- 
berthat  in  commercial  aviation,  every 
pound  saved  equals  asubstantial  bonus, 
both  in  fuel  reduction  and  economy  of 
performance.  As  a  matter  of  fact,  you  prob- 
ably wouldn't  have  gotten  off  the  ground 
without  aluminum. 

For  more  information  on  the  ways  in  which 
aluminum,  the  most  abundant  metallic 
element  in  the  earth's  crust,  can  help  save 
energy  in  transportation,  write  to  Aluminum 
Company  of  America,  446-B  Alcoa  Build- 
ing, Pittsburgh,  PA  15219. 


We  can't  wait  for  tomorrow. 


Forbes 


f you're  wondering  whatever  happened  to  the 
ecession,  take  a  look  at  the  airline  industry. 


For  whom 
the  bell  tolls 


VA  flight  (JFK  to  Miami)  on  an  L-1011  last  month 
hat  if  they  gave  a  hijacking  and  nobody  came? 


«v  v  hen  Delta  flight  1116  was  hi- 
Jki  1  to   ( !uba    last  month, 

lW  there  were  only  54  passengers 
1  a  Lockheed  L- 101 1-1  built  to  carry 
)3.  It  may  not  be  stretching  it  too  much 
i  imagine  some  baffled  terrorists  whip- 
ng  out  their  grenades  on  a  U.S.  airliner 
le  of  these  days  to  find  themselves  the 
lly  passengers.  Things  are  that  tough 
r  the  large  airlines  lately. 
December,  usually  one  of  the  busiest 
mes,  of  the  year,  was  a  disaster.  Even 
ith  a  flood  of  half-fare  coupons  issued 
f  United  Air  Lines  and  American  Air- 
ties,  domestic  traffic  for  the  month  rose 


only  1.1%  above  December  1978;  and  as 
soon  as  the  coupons  ran  out  in  the  mid- 
dle of  the  month,  revenue  passenger- 
miles  plummeted.  Even  with  the  cou- 
pons, UAL  showed  absolutely  no  im- 
provement in  December  over  the  pre- 
vious year.  Domestic  traffic  was  down  at 
National,  Braniff,  TWA  and  Continental 
(where  idle  reservations  clerks  were  put 
to  work  double-checking  reservations  to 
cut  down  on  a  no-show  rate  that  could 
have  otherwise  reached  33%).  All  in  all, 
the  industry  had  "the  worst  month-over- 
month  increase"  last  December  since 
June  1975,  says  Oppenheimer  &  Co.  air- 


line analyst  Michael  W.  Derchin. 

That  year-end  swoon  translated  into 
sharp  earnings  decreases.  The  Air  Trans- 
port Association  estimates  that,  indus- 
trywide, earnings  fell  about  $800  million 
in  1979  from  the  $1.2  billion  of  1978— 
the  sharpest  one-year  drop  in  airline  his- 
tory. TWA,  for  example,  saw  a  $29.2 
million  pretax  profit  for  the  first  three 
quarters  turn  into  a  $27.2  million  pretax 
loss  for  the  year  (compared  with  a  profit 
of  $35.1  million  in  1978)  because  of  that 
disastrous  December.  Delta  and  Eastern 
have  also  reported  earnings  declines,  and 
analysts  estimate  that  American,  Bran- 
iff, Continental  and  United  will,  too. 

The  airline  industry  is  inherently  vola- 
tile, but  added  to  it  now  is  the  astro- 
nomical cost  of  fuel.  Since  the  second 
quarter  of  last  year,  fuel  prices  have  about 
doubled,  to  80  cents  a  gallon,  and  are  still 
increasing.  The  billion-dollar  fuel  bill, 
once  unheard-of  even  for  big  airlines, 
may  soon  become  commonplace.  At 
least  two  airlines  will  pay  that  much  for 
fuel  this  year.  Eastern  has  already  revised 
its  fuel  budget  for  1980  upward  to  over 
the  $1  billion  mark. 

The  new,  deregulation-minded  Civil 
Aeronautics  Board  has  moved  more 
quickly  to  grant  fare  increases  than  in 
the  past  (under  its  phased  deregulation 
program,  the  CAB  still  sets  ceilings  until 
1983).  But  even  with  average  increases  of 
nearly  30%  last  year,  the  airlines  are 
already  bumping  up  against  the  CAB  fare 
ceilings.  The  CAB  is  considering  com- 
plete deregulation  of  fares  on  short  hauls, 
but  this  may  be  too  little  and  too  late  for 
the  first  two  quarters  of  1980. 

The  consumer  as  well  will  set  his  own 
ceilings  as  the  cost  of  airline  travel  con- 
tinues to  climb.  Gone  is  the  $108  coast- 
to-coast  ticket,  along  with  much  other 
promotional  pricing.  TWA  is  advertising 
a  kids-fly-free  deal,  but  a  wary  industry  is 
declining  to  match  it.  The  industry,  too, 
has  cut  back  on  dozens  of  routes,  and 
there's  a  limit  to  how  far  that  can  go 
without  turning  off  the  consumer  with 
the  inconvenience. 

The  airlines  are  unusually  energy-in- 
tensive and  unusually  consumer-sensi- 
tive, so  maybe  you  can't  draw  overall 
conclusions  from  their  current  travail. 
But  no  part  of  the  economy  is  an  island. 
If  you're  wondering  what  "happened"  to 
the  recession,  send  not  to  the  airlines  to 
ask  for  whom  the  bell  tolls.  For  them  the 
recession  is  here.  ■ 
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Are  we  on  the  verge  of  a  new  bull  market?  On 
the  verge?  What  do  you  call  the  spectacular 
runup  in  1979?  And  in  January  1980? 


The  death  of  what? 


By  Subrata  Chakravarty 
and  Jane  Carmichael 

It's  one  of  the  media  mysteries  of 
our  times.  While  a  large  part  of  the 
press,  electronic  and  print  alike,  has 
busily  reported  that  common  stocks  are 
a  bum  investment  compared  with  things 
like  diamonds  and  Mickey  Mouse  ash- 
trays, much  of  the  U.S.  equity  market 
has  been  in  a  major  bull  market.  To  be 
sure,  the  market  hasn't  gone  straight  up; 
it  never  did.  It  could  even  be  in  a  sinking 
spell  by  the  time  this  article  reaches  the 
reader.  But  the  fact  is  that  when  they 
hear  stocks  are  boring,  a  good  many  in- 
vestors chuckle  happily  to  themselves. 


The  Wilshire  5000  Equity  Index, 
which,  unlike  the  limited  Dow  Jones  in- 
dustrials, represents  the  entire  universe 
of  stocks,  gained  a  cool  $175  billion  dol- 
lars last  year,  to  end  1979  at  $1.06  tril- 
lion. In  the  early  weeks  of  1980  it  gained 
a  further  $54  billion.  While  the  unrepre- 
sentative DJI  continued  to  hang  nearly 
175  points  below  the  record  level  of 
1051.7  that  it  hit  in  January  1973,  the 
more  representative  New  York  Stock  Ex- 
change Composite  Index  surpassed  its 
own  January  1973  high  on  Jan.  28,  after 
rising  15%  during  1979. 

The  death  of  equities?  They  wouldn't 
know  what  you  were  talking  about  at  the 
American  Stock  Exchange.  The  Amex 


Market  Value  Index  is  setting  new  rec 
ords  practically  each  day,  and  the  trading 
volume  in  the  first  four  weeks  of  this 
year  has  been  almost  triple  the  volume  in| 
the  first  four  weeks  of  1979 — up  to  a 
stunning  9.4  million  shares  a  day.  Anq 
trading  in  options  has  roared  up  from  an 
average  of  66,406  contracts  daily  in  19791 
to  an  average  of  121,572  so  far  this  year. 
Reflecting  the  frenzy,  a  seat  on  the  ex- 
change sold  recently  for  $130,000,  vs.  a 
mere  $21,000  as  recently  as  1977.  And  at 
the  end  of  1978  the  weighted  average 
price/earnings  ratio  of  the  Amex  index 
overtook  that  of  the  New  York  Stock 
Exchange  and  has  been  widening  the 
lead  ever  since  (see  chart,  p.  41). 

What's  going  on?  In  part,  investors 
have  finally  recovered  from  the  traumat- 
ic crashes  of  1970  and  1974,  which  left 
many  vowing  never  again  to  touch  small, 
thinly  traded  companies.  "Between  1968 
and  1976  there  was  a  clear  underperfor 
mance  in  small  growth-company 
stocks,"  says  Richard  H.  Jenrette,  chair 
man  of  Donaldson,  Lufkin  &  Jenrette. 
"We're  now  returning  to  equilibrium 
William  M.  LeFevre,  the  highly  regarded 
vice  president-investment  strategy  at 
New  York's  Granger  &  Co.,  adds:  "After 
the  mess  in  1970,  I  said  the  only  stocks 
I'm  going  to  get  in — and  mind  you  I'm  in 
this  business  30  years — are  the  ones  on 
the  NYSE.  I  mean,  I  got  burned  and  I  said 
the  hell  with  it.  I  can  get  in  enough 
trouble  on  the  Big  Board." 

LeFevre  changed  his  mind  about  the 
Amex  and  so,  apparently,  did  tens  of 


The  trading  floor  of  the  American  Stock  Exchange  last  month 

The  death  of  equities?  They  wouldn't  know  what  you  were  talking  about  here. 
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housands  of  individual  investors.  One 
eason  for  the  renewed  interest  by  indi- 
viduals is  a  returning  sense  of  the  confi- 
lence  and  optimism  of  the  Sixties  after 
he  dreary  Seventies.  The  period  of  mas- 
ichistic  self-criticism  of  the  Vietnam 
ind  Watergate  era  seems  to  be  giving 
vay  to  a  renewed  belief  that  America 
:an  lick  its  problems,  and  the  attitude  is 
>eing  reflected  in  the  market.  "The  pub- 
ic is  basically  bullish,"  says  Sam  Terner, 
:  first  vice  president  of  Bache  Halsey 
ituart  Shields  and  a  floor  broker  on  the 
'iraex.  "If  you  can  give  them  a  few  good 
luarters  they'll  be  back."  The  Araex  has 
;iven  the  public  a  lot  of  good  quarters 
ately.  Fully  56  companies  have  shown 
;ains  of  50%  in  1980  alone  (see  table,  p. 
l2,  for  the  big  winners  and  losers  of  1980). 
Zomments  Amex  Chairman  Arthur  Le- 
itt  Jr.,  "We're  seeing  a  resurgence  of 
ntrepreneurial  spirit  in  this  country  to- 
lay."  One  indication  of  the  public's  con- 
idence  is  that  it  hasn't  shied  away  from 
he  notoriously  recession-prone  Amex 
espite  the  warnings  of  recession. 

There  is,  of  course,  an  unhealthy  side 
□  all  this.  Forty-four  percent  of  the  value 
f  the  Amex  is  represented  by  energy- 
elated  stocks,  which  ran  up  spectacular- 
y  in  1979  (see  Forbes,  Dec.  24,  1979). 
Tiis  year  the  gold,  silver,  strategic  met- 
is, forest  products  and  defense-related 
tocks  have  joined  in.  Last  year's  gam- 
ling  fever  has  evaporated.  Indeed,  last 
ear's  winner,  National  Kinney  Corp. — 
/hich  surged  306%  in  1979's  last  17 
.reeks  on  the  strength  of  its  interest  in 
as  Vegas'  Aladdin  Hotel  (and  casino) — 
as  so  far  dropped  20% . 

As  in  any  bull  market,  the  public  is  not 
lways  investing  intelligently.  Take 
loldfield  Corp.,  for  example.  To  be  sure, 
:  has  some  closed  mines  that  it  wants  to 
eopen  and  a  promising  silver  mine  sev- 
ral  years  away  from  production.  But  its 
rincipal  businesses  are  coal  mining  and 
le  construction  of  electric  power  plants, 
nd  it's  been  losing  money  on  those. 
Jevertheless,  it's  up  133%  in  1980.  Or 
lational  Silver  Industries.  It  doesn't 
line  silver — it  makes  silver-plated 
olloware,  which  may  make  it  a  victim 
istead  of  a  beneficiary  of  fluctuating 
ilver  prices.  But  it  climbed  over  145%  in 
980  before  investors  backed  off. 

These  speculative  runups  are  danger- 
us,  of  course,  and  evidence  that  the 
.mex — indeed  secondary  stocks  in  gen- 
ral — may  be  due  for  a  rough  jolt.  But 
lere  seems  to  be  more  than  crap  shoot- 
lg  behind  the  bull  market.  "People  are 
nally  coming  to  the  belief,  which  had 
een  shattered  in  1974-75,  that  fast- 
rowing  companies  may  indeed  be  the 
ist  inflation  hedge,"  says  Peter  Banzhaf, 

vice  president  of  Milwaukee's  Robert 
f.  Band  &  Co. 

Indeed,  the  scramble  to  buy  stocks 
;ems  to  have  elements  of  panic.  "If  you 
idn't  make  a  lot  of  money  on  gold,  you 


Where  the  action  was 


The  Dow  Jones  industrial  average  is  up  a  measly  3% — the  NYSE  Composite 
Index  only  26% — since  1973.  But  the  value  of  Amex  stocks  has  nearly 
tripled  in  seven  years. 
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The  surge  in  volume 


Trading  volume  has  been  going  through  the  roof  on  both  the  NYSE  and  the 
Amex.  The  NYSE  still  has  most  of  the  business,  and  volume  is  up  86%  over 
the  first  four  weeks  of  1979.  But  the  Amex  has  done  twice  as  well — up  a 
spectacular  191  %  over  last  year. 

Average  daily  volume  (millions  of  shares) 
55 


*  NYSE  average  daily  reported  share  volume 
t  Amex  average  daily  share  volume 


The  price  of  earnings 


Investors  are  willing  to  pay  more  per  dollar  of  earnings  for  the  average  Amex 
stock  than  for  either  NYSE  or  DJI  stocks — mostly  because  of  rising  demand, 
partly  because  of  the  low  earnings  of  many  Amex  companies. 


*  Weighted  average 

Source:  Media  General  Financial  Services 
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Winners  and  losers 

The  25  Amex  companies  below  were  the  biggest 

percentage  gainers  in  the  first  four  w 

eeks  of  1980. 

/o 

Year-end 

Price 

P/E 

Company 

increase 

price 

1/28/80 

ratio 

Industry 

Macrodyne 

200.0 

1% 

4% 

98 

Aircraft  mf r,  service 

Marinduque  Mining 

142.1 

2% 

16 

Nickel  &  copper  mi  nine 

r  r  0 

San  Carlos  Milling 

142.1 

2% 

5% 

29 

Sugar 

"Acme  Precision  Prods 

133.3 

l'/s 

2% 

def 

Zinc  die  castings 

Goldfield 

133.3 

l'/s 

25/g 

def 

Coal  &  elec  power  stations 

'Investment  Corp  of  Fla 

106.3 

2 

4'/8 

def 

Cement 

Poloron  Products 

100.0 

1% 

2% 

def 

Mobile  homes  &  leisure  prods 

Graham  Mfg 

96.2 

6% 

13 

20 

General  industrial  mach 

Schiller  Industries 

95.2 

7% 

15% 

10 

Electronics  &  aerospace 

Forest  Laboratories 

94.0 

12% 

24  V* 

48 

Drug  manufacturer 

Western  Pacific  RR 

88.1 

10% 

19% 

6 

Railroad 

Atlas  Consol  Mining 

82.1 

3V2 

6% 

16 

Copper  mining 

Servo  Corp  of  America 

80.6 

3% 

7 

def 

Electronics-equip  mfr 

Diodes 

80.0 

l'/4 

2% 

def 

Semiconductor  devices 

Crest-Foam 

78.9 

2% 

4Vi 

8 

Rubber-plastic  prods 

Designcraft  Jewel  Inds 

78.6 

1% 

3% 

45 

Jewelry 

Aegis 

76.9 

1% 

2% 

17 

Rubber,  shipyards,  oil  &  gas  svc 

La  Barge 

76.9 

1% 

2% 

24 

Metal  fabrication 

Andrea  Radio 

76.3 

4% 

8% 

17 

Radio-TV 

Barnes  Engineering 

72.9 

6 

10% 

16 

Infrared  electro-optical  sys 

Ranchers  Expl  &  Devel 

72.9 

28% 

49% 

17 

Uranium  &  copper  mining 

'Computer  Investors  Gp 

70.6 

2'/8 

3% 

7 

Computer  leasing 

Franklin  Realty  Group 

70.2 

11% 

20 

31 

Real  estate 

Tech-Sym 

68.0 

3Vs 

5% 

18 

Electronics,  bldg  materials 

Health-Chem 

66.2 

6'/8 

10% 

38 

Medical  instruments  &  supplies 

The  25  Amex  companies  below  were  the  biggest 

percentage  losers  in  the  first  four  weeks  of  1980. 

/o 

Year-end 

Price 

P/E 

Company 

decline 

price 

1/28/80 

ratio 

Industry 

Askin  Service 

-41.7 

4% 

2% 

def 

Apparel  stores 

Dellwood  Foods 

-23.2 

11% 

9'/8 

7 

Dairy  products 

GRI 

-22.6 

37s 

3 

18 

Beauty  kits 

Mangood 

-21.7 

15 

11% 

12 

Electronic  instruments 

Valmac  Industries 

-21.4 

12% 

9% 

def 

Poultry  &  cotton 

1 National  Kinney 

-20.0 

9% 

7% 

def 

Janitor  svcs  &  parking  lots 

Intl  Foodservice 

-18.8 

1 

,3/l6 

def 

Institutional  food 

Fairmount  Chemical 

-18.4 

4% 

3% 

def 

Chemicals-synthetics 

ATI 

-17.4 

2% 

2% 

def 

Specialty  containers 

McDowell  Enterprises 

-15.5 

i7y4 

15 

33 

Highway  construction,  coal 

Howell  Industries 

-15.0 

5 

4'/4 

20 

Metals  fabrication 

Rex-Noreco 

-13.8 

7'/4 

6% 

7 

Rail  car  leasing  &  mgmt 

Downey  S&L  Assoc 

-12.9 

8% 

7% 

4 

Savings  &  loan 

Mego  International 

-12.7 

8% 

7% 

3 

Toys  &  dolls 

tPeerless  Tube 

-12.5 

14 

12% 

7 

Specialty  containers 

Air  Express  Intl 

-12.5 

8 

7 

12 

Air  freight  forwarding 

Huntington  Health  Svcs 

-12.3 

9'/8 

8 

10 

Institutional  services 

Wei  man 

-12.1 

4'/s 

3% 

28 

Photographic  svcs  &  wallpaper 

Aloha  Airlines 

-12.0 

6V4 

5% 

4 

Regional  airline 

Guarantee  Bank 

-11.9 

8% 

7% 

12 

Banking 

Cook  Inds 

-11.9 

8% 

7% 

^9 

Pest  control  &  insurance 

Florida  Rock  Inds 

-11.8 

14% 

13% 

6 

Cement 

tHipotronics 

-11.3 

15% 

13% 

17 

Electrical  equipment 

tFlagg  Inds 

-11.1 

9 

8 

14 

Health  care  facilities 

AAV  Cos 

-10.8 

4% 

4% 

5 

Vending,  wholesale  distribution 

def =  Deficit    Source  Media  General  Financial  Services. 

Winners  marked  with  asterisks  were  losers  in  the  last  17  weeks 

of  1979:  losers  marked  with  dagge 

rs  were  winners.  Moral: 

Volatility  works  both  on 

the  upside  and 

on  the  downside. 

think  'Gee,  I've  missed  the  opportunity 
of  a  lifetime,  and  how  else  can  I  protect 
myself?'  "  says  Robert  J.  Farrell,  chief 
market  analyst  for  Merrill  Lynch. 

In  the  next  leg  of  the  bull  market,  will 
the  action  spread  from  the  smaller  stocks 
to  the  big,  institutional-type  issues?  j<;n- 
rette  says  yes.  "You're  seeing  a  return  to 
the  performance  investing  of  the  Six- 
ties," he  says.  "Institutions  are  once 
again  aggressively  managing  their  portfo- 
lios." Jenrette  believes  that  the  institu- 
tions will  again  begin  going  after  the 
high-quality,  big-capitalization,  high- 
growth  stocks — the  so-called  Nifty  Fifty. 

The  multibillion-dollar  asset  pools 
simply  cannot  operate  on  any  scale  in 
the  Amex  or  over-the-counter  markets. 
Because  the  companies  on  the  Amex 
tend  to  be  small,  entrepreneurial  compa- 
nies, they  have  thin  floats — and  that 
makes  the  Amex  extremely  volatile.  If  a 
large  number  of  investors  move  in  any 
direction  together  the  impact  is  far  more 
severe  on  the  Amex  than  on  the  Big 
Board.  Recently,  for  example,  the  Toron- 
to-based securities  firm  of  Wood  Gundy 
recommended  that  its  clients  take  their 
profits  on  some  Canadian  oil  companies. 
The  Canadian  oils  are  both  heavily  repre- 
sented on  the  Amex  and  heavily  weight- 
ed in  the  index  because  of  their  higher 
capitalizations.  The  day  the  Wood 
Gundy  recommendation  went  out,  the 
Amex  index  dropped  five  points. 

The  thin  float  creates  a  special  prob- 
lem for  the  Amex  specialists  and  conse- 
quently a  special  risk  for  Amex  inves- 
tors. "If  things  turn  around,  the  bids  are 
not  going  to  be  there,  nor  will  the  depth 
be  there,"  says  one  broker.  "The  special- 
ist on  the  Amex  knows  that  when  things 
come  apart  he's  gonna  be  the  only  buyer. 
Remember  what  happened  to  those 
'onyx'  [electronics]  stocks?  When  they 
came  apart  there  was  no  interest.  The 
selling  overwhelmed  the  buyers.  The  dif- 
ference is  not  so  great  anymore,  but  this 
is  still  a  very  real  thing."  Result:  When 
things  are  good  on  the  Amex,  they  are 
very  good.  When  things  are  bad,  they're 
terrible.  Especially  vulnerable  are  the  sec- 
ond- and  third-tier  oil  companies  that  do 
not  really  have  much  oil  or  great  pros- 
pects of  finding  more. 

A  substantial  body  of  shrewd  market 
observers  is  now  betting  that  the  Dow 
Jones  industrials  will  see  a  new  high  this 
year.  Even  if  they  are  correct,  the  market 
could  have  a  good  many  sinking  spells  on 
the  way  toward  that  goal.  This  much  is 
certain:  Amex,  o-t-c  and  smaller  Big 
Board  stocks  are  no  longer  the  relative 
bargain  they  were  a  few  years  ago.  As  the 
bull  market  gathered  steam  last  month, 
Merrill  Lynch's  perspicacious  Bob  Farrell 
said  it  all:  "We've  had  a  secondary  small- 
company  stock  market  boom  for  five 
years.  The  recognition  of  that  is  finally 
growing,  and  we're  getting  people  look- 
ing for  things  that  haven't  moved."  ■ 
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Ian  Britain s  'only  successful  industry" — its 
\reat  insurance  complex — stay  British? 


Lime  Street — 
75%  Limey 


By  Barbara  Ellis 


>WV  hen  NBC  took  out  $87  mil- 
i/kf  lion  worth  of  insurance  on  the 
WW  Moscow  Olympics  two  years 
50,  much  of  the  coverage  was  placed  by 
Iarsh  &  McLennan  through  Lloyd's  of 
ondon  broker  C.T.  Bowring.  Things 
ere  friendly  then  between  the  two 
rokers.  After  all,  Marsh  accounts  for 
)mewhere  between  10%  and  20%  of 
loyd's  total  premiums,  making  it  the 
^change's  biggest  single  business 
mrce.  Now,  the  client  looks  likely  to 
i>llect  on  the  policy,  and  the  furor  over 
locating  the  Olympics  is  matched  by 
;uffling  at  Lloyd's.  What  is  at  stake 
lay  be  what  one  analyst  calls  "the 
rrvival  of  Britain's  only  successful  in- 
ustry — insurance." 

In  the  last  couple  of  years,  bad  news 
as  rumbled  alarmingly  often  down  the 
ity  of  London's  Lime  Street,  location  of 
loyd's.  Just  two  of  the  problems:  a  com- 
ater-leasing  disaster  (Forbes,  May  28, 
?79)  that  produced  the  300-year-old  in- 
itution's  biggest  ever  (estimated  $340 
lillion)  loss;  and  more  losses — estimat- 
i  at  $40  million — on  cut-rate  fire  insur- 
ice  for  U.S.  ghetto  properties. 

In  this  embattled  position,  Lloyd's  has 
jme  under  repeated  assault  from  U.S. 
rokers.  It  has  retreated  all  the  way.  Back 
i  1978,  when  Marsh  &  McLennan  was 
ying  to  buy  Lloyd's  broker  Wigham  Po- 
nd, Lloyd's  leadership  quickly  produced 

previously  overlooked  rule  forbidding 
Dutside"  insurance  interests  to  own 
lore  than  20%  of  one  of  its  brokers. 
Iarsh  dropped  its  bid.  Lloyd's 
rotectionist  response  did  much  to  get 
le  idea  for  the  proposed  New  York  In- 
aranoe  Exchange  off  the  ground. 

Next  into  the  field  came  Frank  B.  Hall, 
ith  a  $50  million  offer  for  the  broking 
rm  of  Leslie  &  Godwin.  This  time, 
:arful  of  further  U.S.  retaliation,  Lloyd's 
kayed  the  deal — provided  Hall  would 
len  divest  itself  of  all  but  25%  of  the 
:.K.  broker.  Frank  B.  Hall  agreed. 


So,  20%  had  edged  up  to  25%.  Then, 
last  December  M&M  abandoned  talks  it 
had  been  holding  with  Bowring  on  pool- 
ing interests  and  launched  an  outright 
bid  for  the  company.  Calling  the  bid  an 
"unfriendly  act,"  Bowring  filed  suits  in 
the  U.S.  and  Britain  to  stop  disclosure  of 
information  it  had  passed  to  M&M  dur- 
ing their  15-month-long  pooling  talks. 

How  did  Lloyd's  leaders  meet  the  new 
onslaught  from  their  biggest  single  cli- 
ent? They  told  M&M  it  would  be  "treat- 
ed no  less  generously  than  Frank  B. 
Hall."  That  is,  M&M  could  keep  at  least 
25%.  Influential  Lloyd's  people,  though, 
believe  that  the  rule  on  foreign  owner- 
ship of  brokers  will  soon  be  scrapped  or 
radically  altered.  A  committee  headed  by 
High  Court  Judge  Sir  Henry  Fisher,  son 
of  a  former  archbishop  of  Canterbury,  is 


to  report  in  April  on  ways  of  reforming 
Lloyd's  self-regulatory  procedures. 

Says  Kenneth  Grob,  chairman  of  Alex- 
ander Howden  Group,  brokers  and  un- 
derwriters: "The  20%  rule  is  a  lot  of 
nonsense,  it's  anticommercial.  U.S. 
brokers  are  an  enormous  source  of  busi- 
ness to  U.K.  brokers.  Financial  links  are 
a  natural  development.  With  U.K.  ex- 
change control  [now  abolished|  it  just  has 
not  been  possible  until  now." 

Now  that  takeovers  are  technically 
possible — foreign  companies  can  pay  for 
acquisitions  with  their  own  paper — it  is 
likely  that  any  relaxation  in  Lloyd's 
rules  will  lead  to  many  more  U.S.  bids. 
The  attractions  are  obvious:  Why  split 
commissions  when  you  can  keep  the 
lot?  Then  there  is  also  the  fact  that  the 
pooling-of-interests  arrangements  set  up 
between  U.S.  and  Lloyd's  brokers 
(Forbes,  Apr.  2,  1979)  haven't  been 
working  as  smoothly  as  predicted.  Dif- 
ferent accounting  methods  and  seesaw- 
ing exchange  rates  have  been  principal 
hazards. 

Opposition  to  allowing  foreign  control 
of  brokers  is  stirring  among  some  of 
Lloyd's  18,000  "names"  (silent  partners 
in  underwriting  syndicates).  Lord  Ian 
Orr-Ewing,  a  name  for  the  last  25  years, 
launched  an  attack  in  traditional  style  in 
a  letter  to  the  Times,  warning  of  a  "domi- 
no effect  .  .  .  since  several  other  U.S. 
companies  are  awaiting  their  chance." 
Orr-Ewing  says  he  objects  to  the  M&M 
takeover  of  C.T.  Bowring  on  grounds  of 
public  interest.  "Lloyd's  contributes  a 
very  large  slice  of  this  country's  invisible 
earnings,"  he  says.  "This  contribution 
becomes  ever  more  vital  as  our  exports 
meet  increasing  difficulties  .  .  .  and  still 
more  so  when  North  Sea  oil  passes  its 
peak."  As  a  name  with  unlimited  liabil- 
ity ("my  house,  my  car,  everything  at 
stake"),  Orr-Ewing  adds  that  he  would  be 
unhappy  if  ultimate  control  of  his  under- 
writing syndicate  passed  to  people  he  did 
not  know  and  trust.  That  could  happen: 
Most  major  Lloyd's  brokers  control  un- 
derwriting agencies,  which  in  turn  con- 
trol the  underwriting  syndicates.  Lloyd's 
claims  this  seemingly  cozy  relationship 
is  in  fact  kept  at  arm's  length.  Observers 
doubt  that  it  could  continue  that  way  if 
control  of  a  broker  passed  into  foreign 
hands.  A  U.S.  takeover  would  hardly  rate 
as  foreign  domination  for  some  1,000  of 
Lloyd's  names;  they  are  Americans 
themselves. 

As  well  as  the  Times,  Orr-Ewing  says,  he 
has  alerted  Trade  Secretary  John  Nott. 
But  what  can  Nott  do?  If  the  Conserva- 
tives are  genuinely  committed  to  reduced 
government  tampering  and  to  freeing  in- 
ternational capital  transfers,  the  logic 
must  extend  to  allowing  foreign  take- 
overs of  British  brokers— regardless  of  the 
impact  on  Britain's  "invisible"  export 
earnings.  Must  the  sun  never  set  on  75% 
of  Lloyd's?  ■ 
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Yugoslavia's  big  question  is  not  whether  the 
country  can  sunnve  Tito's  death — but  whether 
it  can  continue  to  enjoy  the  relative  freedom 
and  prosperity  his  system  produced. 

Yugoslavia's  first 
line  of  defense 


By  Lawrence  Minard 

Late  last  month,  as  Yugoslavia's 
President  Josip  Broz  Tito  recuper- 
ated in  the  gleaming  marble  and 
glass  Ljubljana  Central  Clinic  from  the 
amputation  of  his  left  leg,  the  question 
the  TV  anchormen  were  asking  was:  Will 
Tito's  inevitable  death  set  the  Soviet 
tanks  rolling? 

Every  journalist  interviews  taxi  driv- 
ers. Ours  proved  articulate,  and  typical  of 
other  Yugoslavs  we  spoke  with: 

"In  Czechoslovakia,  Hungary,  Bulgar- 
ia, Russia,  people  can  hardly  ever  leave 
the  country  and  even  then  not  with  their 
families.  Here,  I  can  take  my  family  out 
whenever  I  want,  wherever  I  want — to 
Italy,  America,  even  Hawaii  if  I  have  the 
money.  We  can  buy  what  we  want  here. 
This  car  [he  strokes  his  late-model  Peu- 
geot] is  French.  My  pants  are  French.  My 
shirt  is  Italian.  I  can  own  five  cars  at  the 
same  time  if  I  want  to.  In  Czechoslova- 
kia you  can  own  one  car  in  your  life- 
time. .  .  .  There  is  no  possibility  that  the 
Russians  can  take  this  away  from  us." 

Or  listen  to  Rose  Obradovic  Lundeen, 
a  Yugoslav  nurse,  married  to  an  Ameri- 
can and  currently  living  in  Zagreb: 

"We  all  have  guns  [they  are  mostly  in 
the  factories],  and  we  all  know  how  to 
shoot  them.  In  a  way  we  are  like  the 
Israelis:  Every  boy  and  girl  is  a  soldier." 

For  centuries,  Yugoslavia  was  one  of 
the  world's  most  backward  areas,  a  dirt- 
poor,  uneasy  agglomeration  of  highly  na- 
tionalistic and  fragmented  Serbians, 
Croats,  Macedonians,  Slovenians,  Mon- 
tenegrans,  Bosnians,  Kosovians  and  Voj- 
vodinians.  The  nationalism,  while 
muted,  remains.  But  the  crushing  pover- 
ty is  quickly  vanishing. 

In  1945  Belgrade's  decimated  popula- 
tion was  250,000.  The  locals  drove  pigs 
through  the  town's  streets.  Today  the 
sprawling,  modern  city  has  a  population 
of  1.5  million.  In  place  of  the  pigs  are 
huge  department  stores  bulging  with 
consumer    goods.     The    streets  are 


crammed  with  Mercedes-Benzes  and 
Peugeots  (the  latter  at  around  $20,000  a 
copy)  and  Yugoslav-made  Zastavas  (at 
around  $7,000).  The  women  are  well 
dressed  and  stylishly  coiffed,  and  rush  to 
meet  their  men  in  the  crowded  coffee 
shops  and  restaurants.  Nor  is  this  con- 
fined to  the  developed  north:  There  are 
traffic  jams  in  Skopje  in  underdeveloped 
Macedonia.  Nearly  half  of  Yugoslavian 
families  own  cars  [vs.  8%  in  1968);  over 
half  own  TV  sets  [vs.  25%  in  1973). 

There  is  some  doubt  whether,  over  the 
long  run,  the  nine-man  collective  leader- 
ship President  Tito  has  created  to  suc- 
ceed him  when  he  dies  will,  in  practice, 
work.  That  raises  the  nagging  question: 
Will  Yugoslavia's  nationalistic  provinces 
tear  apart  when  Tito  dies?  After  all,  aver- 
age personal  earnings  in  undeveloped  Ko- 
sovo are  about  half  what  workers  make 
in  the  industrialized  north,  and  many 
northerners  resent  sharing  their  sur- 
pluses with  the  southerners.  Nonethe- 
less, because  of  the  south's  prosperity 
relative  to  its  position  a  decade  ago  (and 
because  the  north  needs  southern  mar- 
kets), the  country  probably  can  survive 
the  loss  of  Tito's  personal  prestige — //  the 
economy  continues  to  deliver  the  mobil- 
ity and  prosperity  that  now  glue  the 
country  together. 

In  theory  and,  to  a  large  extent,  in 
practice  Yugoslavia  is  a  Marxist  state 
governed  by  one  party,  the  League  of 
Communists  of  Yugoslavia,  of  which 
Marshal  Tito  is  president-for-life.  (He  is 
also  president-for-life  of  the  country.) 
The  country  is  not,  of  course,  free  in  the 
American  sense.  But  ever  since  Tito 
wrested  the  country  away  from  the  Sovi- 
ets' grasp  in  1948,  he  and  his  party  men 
have  introduced  an  impressive  amount 
of  free  market  economics  and  individual 
liberty.  They  seem  to  understand  that 
the  best  defense  is  a  well-fed  public.  It  is 
Karl  Marx  all  right,  but  with  big  doses  of 
Adam  Smith — and  pragmatic  business- 
men's sense — mixed  in. 

It  works  reasonably  well.  Over  the  last 


35  years  Yugoslavia's  GNP  has  com- 
pounded at  an  average  annual  rate  of  6% 
in  real  terms,  to  around  $65  billion  last 
year.  It  is  targeted  to  grow  another  5%  in 
the  year  ahead.  However,  the  figures  do 
not  adequately  express  the  sense  of  opti- 
mistic- confidence  in  the  future  that  is 
lacking  in  other  countries  with  similar  or 
even  higher  per  capita  income.  They 
tend,  too,  to  mask  the  fact  that  only 
around  one-third  of  Yugoslavia's  work 
force  remains  on  the  land,  as  against  over 
three-fourths  in  1939.  Industrial  workers 
in  the  north  easily  take  home  over  $300 
a  month  in  official  take-home  pay — not 
including  a  pervasive  amount  of  "black" 
off-the-books  labor. 

At  the  heart  of  the  socioeconomic  re- 
ality Tito  and  his  party  theoreticians 
have  created  is  the  famous  self-manage- 
ment system.  It  is  a  vastly  complex  sys- 
tem that  is  changing  all  the  time.  Boiled 
down  to  the  basics,  however,  Yugosla- 
vian self-management  simply  says  that 
power  should  not  be  concentrated  in  the 
hands  of  a  few  capitalist  bosses  or  Stalin- 
ist bureaucrats.  Rather,  the  workers 
themselves  should  own  the  capital  and 
make  the  decisions  as  it  is  they  who  are 
doing  the  work.  What  this  means  in 
practice  is  that  units  within  corporations 
(the  Yugoslavs  call  these  units  "basic  as- 
sociations of  labor")  are  the  centers  of 
power.  Workers  at  the  factory  level  de- 
termine how  their  factories'  profits  are 
to  be  spent.  Their  various  political  and 
special-interest  organizations  likewise 
elect  delegates  to  the  largely  autonomous 
regional  assemblies,  as  well  as  to  the 
National  Assembly. 

"In  traditional  Communist  societies 
as  we  know  them,"  says  Lawrence  S. 
Eagleburger,  the  highly  regarded  U.S.  am- 
bassador to  Yugoslavia,  "it's  a  trickle- 
down  process:  Five  guys  in  the  Politburo 
decide,  and  their  decision  is  passed 
down.  What  the  Yugoslavs  are  looking 
for  is  some  means  by  which  to  make 
things  percolate  up.  They  have  given  in- 
dividual initiative  a  chance.  They  have 
moved  away  from  centralized  decision- 
making and  controls." 

Radoslav  Radovic  is  general  manager 
[i.e.,  chief  executive  officer)  of  Industrija 
Masina  I  Traktora,  Belgrade's  big  ($450 
million  sales)  tractor  and  agricultural 
equipment  maker.  Every  four  years  Ra- 
dovic must  put  himself  before  his  7,000 
workers  for  reelection  to  his  job.  Every 
year  the  workers  also  vote  on  Radovic's 
salary.  Radovic,  a  former  machine  work- 
er who  earned  an  engineering  degree 
nights,  could  easily  go  to  another  factory. 
To  keep  him,  the  workers  provide  him 
with  take-home  pay  of  over  $1,000  a 
month — three  times  the  average  salary 
they  pay  themselves.  And  there  are 
fringes,  the  shiny  black  Mercedes  280S 
parked  prominently  outside  Radovic's 
office  being  just  one  example.  Throw  in 
Radovic's  untaxed  perks  and  allow  for 
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igoslavia's  almost  nonexistent  rate  of 
come  taxation  on  salaries  under 
,0,000,  and  he  fares  nearly  as  well  in 
lation  to  his  factory  workers  as  does  a 
S.  manager  of  similar  prominence. 
Harold  Kamer,  38,  is  the  energetic  and 
arismatic  vice  president  for  marketing 
d  finance  at  $1  billion-plus  (sales)  Gor- 
je  in  Slovenia,  a  producer  of  refrigera- 
rs,  washing  machines,  color  television 
ts,  stereo  equipment  and  other  con- 
mer  goods.  Gorenje's  19,000  workers 
ve  voted  to  pay  Kamer  over  $1,000  per 
anth,  against  the  $200  a  month  that 
irenje's  least-skilled  workers  get. 
irbes  asked  Kamer,  who  holds  a  mas- 
r's  degree  in  economics  from  Ljubljana 
liversity,  if  the  workers  don't  com- 
lin  when  Gorenje  management  wants 
invest  in  new  plant  and  equipment 
:her  than  pay  out  all  profits  to  the 


It  is  very  difficult  to  fire  workers  to  make 
room  for  new  machines  and  better  orga- 
nized factories.  Inflation  is  raging  at  over 
25%.  Result:  In  raising  its  standard  of 
living  so  fast,  Yugoslavia  has  priced 
many  of  its  goods  right  out  of  the  world 
market  just  when  that  standard  of  living 
is  sucking  in  larger  and  larger  imports. 

We  discussed  the  problem  with  Dr. 
Vladimir  Dragomanovic,  deputy  general 
manager  of  the  research  department  of 
the  National  Bank  of  Yugoslavia,  the 
country's  central  bank.  Yugoslavia's 
merchandise  imports  of  $13  billion  out- 
stripped exports  by  a  staggering  $6.3  bil- 
lion last  year,  he  said,  vs.  a  $4.3  billion 
trade  deficit  in  1978.  Even  including  Yu- 
goslavia's substantial  "invisible"  earn- 
ings, largely  from  tourism,  the  balance  of 
payments  deficit  weighed  in  at  $3.4  bil- 
lion, says  Dragomanovic,  more  than  dou- 


guest  worker  ranks  amounted  to  1.1  mil- 
lion; they  currently  number  barely 
700,000.  Not  only  does  this  inflow  re- 
duce hard  currency  wage  remittances;  it 
also  closes  an  important  employment 
safety  valve. 

The  result  is  this:  Every  year  Yugosla- 
via must  boost  industrial  employment  by 
nearly  5%.  That  means  creating  roughly 
350,000  new  industrial  jobs  annually. 
And  this  further  increases  Yugoslavia's 
demand  for  imports — capital  goods  and 
semifinished  materials  for  the  factories, 
consumer  goods  for  the  new  city  dwell- 
ers. While  Yugoslavia  does  produce 
around  4. 1  million  metric  tons  of  its  own 
oil  annually,  it  must  also  import  12.5 
million  tons.  Every  time  OPEC  tightens 
the  price  screws,  the  balance  of  pay- 
ments problem  becomes  even  worse. 

Here  is  Yugoslavia's  target  for  1980: 


"ipslav  consumers  stocking  up  in  a  market  in  the  industrialized  republic  of  Slovenia 

it  will  the  affluent  north  and  underdeveloped  south  recognize  the  mutual  benefits  of  hanging  together? 


irkers.  Kamer  says  the  workers  are 
tarter  than  that: 

'If  they  want  to  consume  all  the  profit 
;mselves — yes,  we  do  call  it  profit — I 
it  tell  them,  'Okay  boys,  here  it  is. 
>w  we  all  go  home.'  But  people  around 
re  [i.e.,  Velenje,  in  the  mountains  50 
les  from  Ljubljana]  can't  go  anywhere. 
Gorenje  does  well,  they  do  well.  If  it 
es  bad,  they  do  bad.  They  know  that." 
[s  there  a  snake  in  this  paradise?  In- 
?d  there  is.  Self-management  is  a  cum- 
rsome  process.  Many  workers,  espe- 
illy  those  in  smaller,  less  efficient  fac- 
"ies,  routinely  vote  themselves  wage 
:reases  far  in  excess  of  what  their  pro- 
ctivity  dictates.  They  borrow  heavily. 


ble  the  deficit  for  1978.  In  the  first  six 
months  of  1979  the  U.S.  alone  sold  $334 
million  more  to  Yugoslavia  (by  Yugosla- 
vian calculations).  Largely  as  a  result  of 
the  Yugoslavs'  taste  for  the  good  life,  the 
country's  external  debt  has  skyrocketed 
sixfold  since  1970,  to  around  $14  billion, 
over  20%  of  its  GNP.  Servicing  it  costs 
the  country  some  $3  billion  annually. 

There  is  a  related  problem.  Every  year 
around  75,000  agricultural  workers  leave 
the  land  for  better-paid  industrial  jobs. 
Unemployment  is  already  at  around 
12%.  Making  matters  worse,  tens  of 
thousands  of  Yugoslavian  guest  workers, 
located  mainly  in  West  Germany,  have 
been  returning  to  Yugoslavia.  In  1972  the 


Reduce  GNP  growth  to  5%,  keep  im- 
ports at  1979's  level  of  $13  billion,  and 
increase  exports  by  6%  in  real  terms.  To 
do  so,  the  federal  bureaucrats  are  trying 
to  cool  down  the  booming  domestic 
economy  by  boosting  consumer  interest 
rates  (from  12%  to  over  20%),  increasing 
minimum  down  payments  (from  30%  to 
over  50%  for  an  automobile)  and  making 
it  virtually  impossible  for  companies  to 
borrow  for  such  sterile  investments  as 
new  office  buildings.  But  companies 
wishing  to  expand  export  production  can 
get  just  about  all  the  money  they  need,  at 
rates  as  low  as  4% . 

The  country's  aggressive  businessmen 
are  already  expanding  abroad.  Harold 
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Karncr's  Gorcnje  complex,  for  example, 
now  has  factories  in  Greece,  Austria,  Ni- 
geria and  West  Germany.  The  latter,  pur- 
chased in  1978  for  $13  million,  produces 
color  television  sets  and  stereo  compo- 
nents. "We  like  to  think  of  ourselves," 
says  Karner  proudly,  "as  a  multinational 
corporation." 
A  multinational  corporation?  Don't 


the  scientific  truths  of  Marxism-Lenin- 
ism  tell  us  that  multinationals  are  bad — 
vehicles  for  rip-off  exploitation  of  the 
international  working  class? 

"I  have  to  laugh,"  Karner  replies. -"Bad 
or  good  is  not  the  question.  The  question 
is  how  do  you  make  your  workers  happy 
and  more  weajthy,  and  your  customers 
satisfied." 


So  pragmatic  an  attitude  cannot  bu 
infuriate  the  Soviets — as  does  Yugosla 
via's  relatively  high  standard  of  living 
But  it  also  gives  Yugoslavia's  22  million 
people  a  common  cause — in  spite  of  thei 
ethnic  diversity — that  may  be  a  bette 
defense  against  the  possibility  of  Sovie 
invasion  than  the  6%  of  GNP  the  coun 
try  spends  on  defense.  ■ 


The  courts  haven't  finally  decided,  but  the  U.S. 
gamesmakers  have  been  warned  that  their 
trademarks  may  not  be  trademarks. 


Is  Monopoly 
a  monopoly? 


By  Michael  Kolbenschlag 

Ralph  Anspach,  a  gray-haired,  53-year- 
old  professor  of  economics  at  San  Fran- 
cisco State  University,  never  set  out  to 
antagonize  the  entire  $500  million  U.S. 
games  industry.  All  he  wanted  to  do  was 
market  a  game  to  help  supplement  his 
$32,000-per-year  income.  The  game  he 
invented,  in  which  a  player  wins  by 
breaking  up  monopolies  rather  than  by 
building  them,  he  called  Anti-Monopoly. 

But  antagonize  the  gamesmakers  he 
has,  starting  with  the  makers  of  Monop- 
oly, Parker  Brothers  of  Salem,  Mass.,  a 
division  of  General  Mills.  Since  1974 
Parker  Brothers  and  General  Mills  have 
been  waging  a  trademark  infringement 
suit  with  Anspach  to  defend  their  Mo- 
nopoly trademark,  which  has  an  asset 
value  of  $60  million  and  is  Parker  Broth- 
ers' number  one  board  game,  with  annual 
sales  of  over  $10  million. 

In  1976  a  San  Francisco  District  Court 
found  in  favor  of  Parker  Brothers,  with 
the  result  that  Anspach,  who  managed  to 
sell  500,000  copies  of  his  game  since 
1973,  was  out  of  business.  Anspach 
didn't  give  up,  however;  and  now,  after 
$200,000  in  legal  expenses  and  what 
seemed  like  decades  in  the  witness  box, 
he  has  recently  walked  out  of  the  9th 
Circuit  Court  of  Appeals  in  San  Francis- 
co with  at  least  a  partial  victory. 

The  appeals  court  overturned  the  dis- 
trict court  decision  that  Anti-Monopoly 
was  an  infringement  on  the  Monopoly 
trademark,  and  it  returned  the  case  to 
the  district  court  for  a  new  decision. 


Ralph  Ampacb,  inventor  of  Anti-Monopoly 
Justice  is  out  there,  but  at  a  cost. 

That  doesn't  mean  Anspach  has  won;  it 
does  mean  he  can  resume  production  and 
try  to  recoup  the  $600,000  in  revenues  he 
estimates  he  lost  since  the  1976  district 
court  decision. 

Robert  Chickering  of  Warren,  Chick- 
ering  &  Grunewald,  the  California  pat- 
ent and  trademark  attorneys  who  have 
represented  Anspach  from  the  begin- 
ning, says  the  decision  will  force  the 
entire  games  industry  to  adopt  new  ad- 
vertising procedures.  "Companies  like 
Xerox  spend  a  lot  of  time  advertising 
that  you  don't  'Xerox'  things  but  you 
photocopy  them  with  a  Xerox  copier 
made  by  Xerox,"  he  says.  "That's  the 
only  way  you  can  prevent  the  name  from 
becoming  generic  and  losing  the  mark. 
But  the  games  industry  has  always  taken 
just  the  opposite  approach." 

Other  trademark  attorneys  are  also  be- 
ginning to  sit  up  and  take  notice.  Says 
one  leading  East  Coast  specialist:  "The 


decision  is  an  extension  of  well-knowr 
principles,  but  Pm  sure  it's  a  shocker  to 
the  games  industry.  Most  games  these 
days,  like  Monopoly  and  Scrabble,  are 
not  like  checkers  and  chess,  where  you 
have  several  brands.  The  games  industry 
has  instead  been  trying  to  make  its  prod- 
ucts unique,  and  in  so  doing  they  may 
have  spoiled  their  own  trademark  posii 
tion.  Other  industries  have  faced  up  tc 
this  problem,  but  the  games  industry  has 
overlooked  legal  precedents." 

In  sending  the  case  back  to  the  districtjl 
court,  the  three-judge  circuit  court  panel! 
questioned  whether  Monopoly  was  a  val 
id  trademark  and  subject  to  infringe 
ment.  The  judges  gave  the  district  court 
a  criterion  based  on  the  consumer's  asso-] 
ciation  of  a  product  name  with  its  manu- 
facturer rather  than  with  the  product| 
alone.  In  other  words,  if  the  consumer 
doesn't  think  Parker  Brothers  first  andl 
the  game  second,  then  the  court  ruledi 
Monopoly  would  not  be  a  trademark. 

The  decision  sent  Ralph  Anspach  scur- 
rying up  to  Mankato,  Minn,  to  recover] 
his  former  inventory  of  40,000  games 
that  the  district  court  had  ordered  him  to 
turn  over  to  General  Mills  in  1976.  (He 
found  that  General  Mills  had  ignomin- 
iously  buried  them  in  a  landfill.)  And  it 
sent  a  lot  of  trademark  lawyers  scurrying 
to  their  law  books  to  try  to  determine 
the  impact  of  the  new  decision. 

Cliff  Whitehill,  General  Mills'  vice 
president  and  general  counsel,  still  feels 
that  Parker  Brothers  and  General  Mills 
will  eventually  triumph  over  Anspach, 
but  he's  clearly  worried  about  what  the 
appeals  court  decision -might  do  to  his 
valuable  trademark.  "We're  not  quite 
sure  how  to  interpret  the  circuit  court 
test,"  he  says.  "But  if  the  court  is  saying 
that  the  consumer  must  automatically 
know  the  name  of  the  source  if  a  trade- 
mark is  to  be  valid,  then  the  decision 
affects  proprietary  trademarks  all  across 
the  U.S.  Such  a  case  would  have  to  be 
decided  by  the  Supreme  Court.  I  think 
we're  dealing  with  a  landmark  case." 

Landmark  case  or  not,  Anspach  has 
clearly  unsettled  the  games  world.  Is  he 
pleased?  "I  don't  think  our  legal  system 
is  set  up  to  protect  the  small  business- 
man from  the  assaults  of  big  business," 
he  says.  "The  system  is  rigged,  although 
I  still  believe  that  justice  is  out  there  if 
you  can  afford  the  appeals."  One  thing  he 
knows  for  sure:  It  will  take  still  more 
years  and  more  dollars  to  find  out.  ■ 
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If  you're  being  hammered 
by  constantly  rising  costs  of 
fleet  operation,  read  this: 


„,2  -  A65  8600 


«i  of  gas.  repair  P^  ^^ 

orttioal  energy/««  ^  c, proven  P?og  rf 

rUl^Tc  downtixne,  *eeps  ari  Uy 

stl0wsyouno^  SiI1cerely, 


Bay  Berlin v  esident 
executive  Vice  r 


NAME 
TITLE. 


WHEELS  inc. 

6200  N.  Western  Ave  ,  Chicago.  Illinois  60659 
Dept.  F20 

Yes,  I'd  like  to  find  out  exactly  how  much  money, 
time  and  effort  I  can  save  on  my  fleet's  operation. 
Please  mail  me  your  brochure  explaining  the  new 
M.A.P.  Program. 

We  operate:  □  Cars  #  □  Trucks  #  

□  Leased     □  Co.  Owned     □  Salesman  Owned  CITY. 


COMPANY. 
ADDRESS . 


.STATE  . 


.ZIP. 


Leasing  Chevrolets  and  other  fine  cars  and  trucks  since  1939.  Serving  600  of  America's  leading  corporations. 


Another  Tenneco  Venture: 

East  Cameron  49-B. 

This  strange  platform  captures 
energy  that  otherwise  would 
be  lost  forever 


Almost  20  miles  off  the  Louisiana  shore,  this 
platform  represents  a  $24  million  Tenneco  effort  to 
keep  more  natural  gas  flowing. 

The  site,  East  Cameron  49-B,  has  a  new 
addition,  a  powerful  compressor  station  which  is 
gathering  natural  gas  from  27  production  platforms 
in  the  area.  Their  wells  have  been  flowing  for  as 
many  as  20  years  and  natural  pressure  has  fallen. 
Without  the  compressor,  these  wells  would  have 
been  sealed  and  the  sites  abandoned.  But  today 
they  are  adding  5.25  billion  cubic  feet  of  natural 
gas  each  month  to  the  nation's  energy  supplies- 
enough  to  replace  over  875  thousand  barrels  of 
imported  oil. 

The  station  has  the  ability  to  gather  low- 
pressure  gas  from  an  ocean  area  larger  than 
Rhode  Island  and,  with  additional  wells  certain  to 
be  linked  to  its  network,  it  is  expected  to  be  on  the 
job  for  another  20  years. 

This  is  only  one  of  the  efforts  Tenneco  is 
making  to  increase  the  nation's  supply  of  natural 
gas.  Already  a  leading  producer  of  natural  gas  in 
the  Gulf  of  Mexico,  Tenneco  has  become  even 
more  deeply  committed  to  the  search  for  additional 
supplies  there.  In  two  of  the  last  three  Gulf  lease 
sales,  Tenneco  won  the  most  sought-after  block. 

The  Company  is  also  vigorously  seeking  new 
supplies  in  the  Atlantic  Frontier.  Our  first  well  in  the 
Baltimore  Canyon,  off  the  New  Jersey  coast, 
discovered  oil  and  natural  gas.  We  also  drilled  the 


first  tests  off  the  Georgia-Florida  coast  and  we  plan 
to  participate  in  future  exploration  elsewhere 
in  the  Atlantic. 

On  shore,  we  have  purchased,  within  the 
past  year  alone,  rights  to  explore  more  than  one 
million  undeveloped  acres  in  Oklahoma,  Kansas, 
Texas,  Colorado,  Utah,  Wyoming,  New  Mexico  and 
Canada.  Tenneco  also  has  a  one-half  interest  in  a 
shale  oil  recovery  project  in  Colorado  which  is 
estimated  to  contain  1 .2  billion  barrels  of 
recoverable  oil. 

We're  also  working  to  bring  additional  gas 
from  Canada  and  Mexico,  and  liguefied  natural 
gas  from  Trinidad  and  Tobago. 

Tenneco  is  investing  more  than  $1  billion  in 
energy  in  1980,  most  of  it  right  here  in  the  United 
States.  We're  working  to  assure  a  steady  supply  of 
natural  gas  to  fill  our  1 6,000-mile  pipeline  system, 
which  serves  utilities  and  their  customers 
in  24  states. 

Although  energy  provides  two-thirds  of 
Tenneco's  income,  the  Company  continues  to 
supply  other  basic  needs,  like  food,  automotive 
components,  chemicals,  ships,  packaging,  farm 
and  construction  equipment,  and  insurance. 

That's  Tenneco  today:  growing  in  energy 
. .  .and  more. 

For  more  information  about  Tenneco,  write 
Dept.  F-1,  Tenneco  Inc.,  Houston,  TX  77001 


Want  to  see  the  cost 

of  dairy  farming  go  down? 


Borg-Warner  leases  cows  to  dairy  farmers  so  they  can  raise  their  productivity  and   jjgjjj^CJuJ]^ 51 
hold  down  the  cost  of  producing  milk.  That's  Borg-Warner  today.  And  there's 
more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 


Watch 

Borg-Warner 


Toe  myth  is  that  they're  sunk  in  poverty.  The  reality  is  that  they're  living 
)ell.  The  trouble  is  there  are  too  many  of  them— God  bless  'em. 


The  old  folks 


By  Jerry  Flint 


rHE  meeting  of  the  President's  Commission  on  Pen- 
sion Policy  droned  on  without  much  doubt  about  its 
drift.  There  was  the  talk  of  more  benefits  to  meet  unmet 
:eds.  The  elderly  were  entitled  to  live  as  well  in  retirement  as 
ey  had  in  the  best  years  of  their  working  lives.  "At  that  age 
ey  ought  to  be  taking  taxis  instead  of  public 
ansportation,"  said  Bert  Seidman,  the  re- 
rement  expert  of  the  AFL-CIO. 
Then  came  an  out-of-place  comment.  "No 
le  says  that  people  have  some  obligation  to 
ve  some  money  for  themselves  if  they  want 
go  to  Florida,"  muttered  C.  Peter  McColough, 
lairman  of  the  commission  and  of  Xerox  Corp., 
o.  "That  may  be  very  old-fashioned,"  he  added, 
noring  such  sentiments,  the  meeting  went 
tck  to  unmet  needs. 

You  couldn't  really  fault  the  meeting 
cColough  was  questioning  a  cherished 
iche'.  Haven't  the  paladins  of  the  elderly, 
bbying  organizations  from  the  Gray 
inthers  to  the  AFL-CIO,  convinced  the 
ition  that  its  senior  citizens  are  wracked  by  inflation,  trapped 
squalid  rooms,  with  only  old  newspapers  wrapped  around 
eir  legs  and  a  bowl  of  dog  food  to  keep  cold  and  malnutrition 
yay?  Of  course,  the  government  is  raising  taxes  to  pay  its 
>cial  Security  bill  now  but  needs  more.  No  one  knows  how  to 
ly  for  the  benefits  when  the  cost  marches  into  the  trillions  of 
>llars  as  it  will  in  decades  hence  when  the  Social  Security 
te — worker  and  employer — could  be  25%  of  payroll  checks, 
it  as  long  as  the  elderly  are  cloaked  in  an  image  of  poverty, 
ose  unmet  needs  will  take  priority  over  paying  the  bills. 
In  fact,  that  image  of  poverty  is  false.  On  the  whole,  Ameri- 
's  retired  aren't  doing  badly  at  all,  better  in  fact  than  many  of 
eir  working  sons  and  daughters.  Listen  to  some  of  them: 
"I  play  tennis  six  mornings  a  week;  that's  for  starters,"  says 
e  LeRoy,  67  years  old,  who  lives  with  his  wife  Eleanor  in  a 
/o-bedroom,  60-foot  mobile  home  in  Zephyrhills,  Fla.,  about 
)  miles  outside  of  Tampa.  "I'm  taking  organ  lessons,  square 
incing,  bridge.  I've  got  time  to  do  all  the  things  I  never  had 
me  for.  When  I  was  young  I  was  too  small,  and  when  I  worked 
e  were  always  too  busy.  I  wish  I  could  have  been  doing  this 
r  20  years." 

Joe  is  a  former  master  mechanic  from  suburban  Detroit.  He 
lit  work  seven  years  ago  with  a  $350-a-month  Teamster 
insion — which  hasn't  changed — and  about  $500  a  month, 
ith  Eleanor,  in  Social  Security.  He  has  some  interest  on  his 
vings,  and  a  total  cash  income  of  around  $10,000  a  year.  But 
:  pays  no  taxes  on  his  paid-for  home — homestead  exemp- 


tions, particularly  for  the  elderly,  are  common.  There  are  two 
cars.  The  LeRoys  have  few  bills  in  the  mail  because  they  like  to 
pay  cash.  "We  go  out  to  eat  two,  three  times  a  week,"  he  says 
proudly. 

Take  Dave  (Red)  Forms  up  in  hilly  West  Virginia.  After  two 
heart  attacks  he  retired  from  his  coal-mining  jobs  and  at  57 
hasn't  worked  in  two  years.  Poverty?  The  Social  Security  he 
draws  because  of  disability  is  $471  a  month,  his  pension 
through  the  United  Mine  Workers  is  another  $329,  and  he 
collects  a  black  lung  pension,  too,  for  $381  a  month.  That 
adds  up  to  $14,172  a  year,  largely  tax-free,  and  more 
than  the  straight-time  take-home  wages  that 
he  earned  when  working.  He  owns  his 
house  free  and  clear,  as  many  elderly  do, 
and  the  car  is  paid  for  too.  "I  won't  be 
hurting,"  he  said.  "I  was  lucky  and  took 
pretty  good  care  of  myself  financially."  He 
also  owns  a  paid-for  29-foot  pontoon  boat 
tied  up  on  the  Kanawha  River  only  a 
stone's  throw  from  his  backyard.  "That 
takes  care  of  recreation,"  Red  says. 


Then  there's  Frances  Bailiie,  about  80 — "I  have  the  privilege 
of  not  telling  you  exactly,"  she  says  pertly — living  in  a  state- 
subsidized  retirement  community  in  Hopkinton,  Mass.  With 
Social  Security  and  a  small  pension  from  her  old  job  she  gets 
around  $400  a  month.  "You  can  really  save  money,"  she  says. 
About  $100  to  $150  is  banked  each  month.  Her  subsidized  rent 
is  $100  a  month.  "What's  to  buy  except  food?" 

Are  these  exceptions?  Not  really. 

"Poverty  among  the  aged,"  says  James  H.  Schulz,  professor 
of  welfare  economics  at  Brandeis  University,  "has  practically 
disappeared."  Schulz  is  no  Scrooge.  He  believes  that  many 
need  more  money  and  that  benefits  should  be  liberalized;  he 
just  doesn't  think  the  problem  should  be  exaggerated.  "We 
have  reached  a  point  where  we've  covered  the.  minimal  need 
for  keeping  almost  everyone  out  of  poverty.  The  difficult 
question  is,  should  we  go  further?" 

Certainly  there  are  older  Americans  who  are  poor.  An  elderly 
widow  who  never  worked  or  earned  much,  whose  husband 
held  only  low-paying  jobs,  never  set  aside  anything  and  didn't 
own  a  home  is  a  candidate  for  poverty.  But  the  number  of 
elderly  below  the  poverty  line  is  dropping  even  as  the  numbers 
of  the  elderly  rise.  Poverty,  it  seems,  is  not  endemic  to  the 
over-60  crowd. 

Why  then  does  everyone  believe  the  elderly  are  trapped  in 
real  poverty? 

"We  academics  would  say  that  the  past,  where  many  of 
those  statements  were  true,  is  not  that  far  behind,"  Schulz 
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says.  Those  impressions  are  hard  to  change.  But  the  professor 
adds:  "It  is  a  fact  that  the  interest  groups  of  the  aged  fear  that 
once  the  public  understand  the  real  situation,  the  plight  of  the 
elderly  will  move  down  on  the  nation's  agenda  of  priorities." 

"This  poverty  is  an  illusion  that  Social  Security  has  tried  to 
create  for  years  because  that  is  how  they  get  their  programs  to 
expand,"  says  Gary  Hendricks,  a  specialist  on  the  elderly  at  the 
Urban  Institute,  a  Washington-based  think  tank. 

Maybe  in  the  mid-1960s  those  things  were  more  true, 
I'm  not  sure,"  says  fames  Hacking,  assistant  legisla- 
tive counsel  for  the  American  Association  of  Retired 
Persons,  IIV2  million  dues-paying  members.  "But  the  news 
media  focuses  on  that  dog  food  thing.  That  becomes  the 
characterization  or  the  caricature."  In  fact,  with  a  1 4 '/2 -ounce 
can  of  Alpo  costing  49  cents,  the  same  as  16  ounces  of  chick- 
en— except  when  the  chicken  parts  are  on  sale  at  39  cents — 
eating  pet  food  doesn't  make  sense  and  never  did. 

But  aren't  the  elderly  the  major  victims  of  inflation,  trapped 
on  fixed  incomes  as  living  costs  soar?  The  answer  is:  not  quite. 

Private  pensions  are  generally  fixed,  that's  true.  At  10% 
inflation,  $1  in  pension  turns  into  39  cents  of  spending  power 
after  ten  years.  But  many  firms  have  raised  their  pensions  for 
the  already-retired.  Separate  surveys  have  reported  80%  of 
employers  sampled  raised  pensions  to  the  already-retired  over 
the  past  five  years.  AT&T  raised  retirees'  pensions  16%  on 
Dec.  1,  1979.  General  Motors  will  increase  the  pensions  of  past 
retirees  30%  over  the  next  three  years,  with  today's  workers 
chipping  in  14  cents  an  hour  by  1982  to  pay  the  bonus  for  the 
aged.  Indeed,  this  could  become  a  pattern  for  the  rich  unions 
such  as  the  United  Steelworkers,  which  bargains  with  its 
industry  this  year. 

Still,  there's  no  doubt  that  retirees'  private  pensions  are  hurt 
by  inflation,  for  they  do  not  climb  like  wages.  But  retirees  have 
other  sources  of  cash.  Take  savings.  The  Internal  Revenue 
Service  has  said  that  the  elderly — those  over  65 — had  45.1%  of 
all  interest  reported  on  personal  income  tax  forms;  yet  they 
accounted  for  only  9.4%  of  the  population.  You  can  be  sure, 
too,  they  watch  that  interest.  "I  won't  buy  stocks  that  pay  7% 
dividends  when  I  can  get  T-bills  that  pay  11%,"  says  Charles 
Briscoe,  73  and  retired  in  Pasadena,  Calif. 

Most  important,  Social  Security  is  indexed  to  inflation  and 
benefits  have  been  raised  sharply,  too.  Ten  years  ago  the 


maximum  benefit  available  to  a  couple  retiring  at  65 — even  if 
the  wife  never  worked  a  day  outside  of  her  home — was 
$284.70.  If  they  quit  at  62  the  benefit  was  $216.  Today  that 
maximum  is  $858  at  65  and  $592  at  62.  For  those  at  the 
poverty  level,  there  are  special  extra  benefits — called  SSI — with 
a  $312.30-a-month  maximum. 

What's  more,  most  older  citizens  own  homes.  Four-fifths  of 
those  past  65  own  their  homes  and  four-fifths  of  those  are 
mortgage-free.  Homes  as  an  investment  have  outpaced  infla- 
tion; the  median  price  of  an  existing  single  home  jumped  from 
$23,000  to  $55,600  in  the  past  decade,  a  142%  gain.  "Home 
ownership  is  a  key  part  to  their  salvation,"  says  Ken  Kerin, 
vice  president-research  for  the  National  Association  of  Real- 
tors. If  a  retiree  decides  to  cash  in  and  sell  his  home,  he  has  up 
to  $100,000  in  capital  gains,  tax  free,  a  special  benefit  for  the 
elderly.  If  he  or  she  lives  in  it,  the  mortgage  is  paid  off  or  based 
on  the  old  5%-to-6%  interest  rates  of  decades  ago.  If  house 
taxes  have  been  climbing,  every  state  gives  the  elderly  some 
type  of  tax  break. 

Medical  costs,  another  key  expense  for  everybody  but  espe- 
cially for  the  elderly,  are  covered  to  a  great  extent  by  the 
government's  Medicare  program,  by  private  insurance  or,  for 
the  poorest,  by  Medicaid,  another  government  program.  There 
are  extra  privileges  available  to  the  elderly:  tax  breaks,  cheaper 
bus  fares,  local  rent  subsidies,  commissary  privileges  for  the 
retired  military  which  means  cut-rate  prices. 

The  government  figures  show  that  from  1959  to  1977  the 


number  defined  as  poor  elderly — over  65  with  $3,900  income 
for  couples  and  $3,100  for  singles — dropped  from  5.5  million  to 
3.2  million,  or  from  33%  to  14%  of  the  elderly  population. 
Impressive  as  those  figures  are,  they  probably  don't  tell  the  full 
story.  In-kind  transfers,  food  stamps  and  the  like,  are  estimat- 
ed to  be  worth  more  than  10%  of  cash  income  but  not  counted 
in  the  government  poverty  figures.  "This  important  factor  has 
been  given  relatively  little  attention  in  most  discussions  of 
income  adequacy,"  says  Roberta  R.  Spohn,  deputy  commis- 
sioner of  New  York  City's  department  for  the  aging.  And  if 
there  is  one  thing  the  elderly  have  probably  learned,  it  is  not  to 
tell  the  government,  Social  Security  or  the  IRS  how  much 
money  they  have,  which  makes  the  figures  on  cash  income 
somewhat  dubious. 
"I  do  a  little  work  but  just  for  cash,"  says  a  retired  craftsman. 

Trillions  due 


The  federal  bill  to  support  the  elderly  could  rise  from 
$200  billion  now  to  some  $6  trillion  in  just  50  years. 
Finding  money  to  pay  this  decade's  benefits  is  already  a 
problem;  the  next  century's  bill  is  a  nightmare. 


Aged  benefits  ($  trillions)  Percentage  of  federal  outlays 


A  New  York  economist  recalls  visiting  an  aged  parent  in 
Florida.  When  it  came  time  for  him  to  return  to  the  airport, 
residents  at  the  complex  wouldn't  allow  him  to  call  a  taxi; 
instead  an  elderly  resident  drove  him  to  his  flight  for  $10.  The 
economist  had  no  doubt  that  his  $10  joined  the  "underground 
economy"  of  unreported  income — and  why  not?  Social  Securi- 
ty benefits  are  trimmed  50  cents  for  every  $1  earned  above 
$5,000.  Considering  that  the  working  retiree  also  will  pay 
income  tax  and  Social  Security  tax,  he  would  end  up  netting 
perhaps  30  cents  of  every  dollar  earned  and  reported,  an  incen- 
tive to  hide  earnings. 

You  don't  get  to  be  65  without  learning  to  play  the  system., 
either.  "A  career  military  officer  could  retire  with  a  full  pen- 
sion at  age  45,  work  ten  years  in  a  private  job  and  draw  a 
private  pension  at  age  55,  become  a  civil  servant  for  five  years 
and  receive  a  pension  at  age  62,  and  begin  drawing  Social 
Security  benefits  at  age  62.  This  retiree  would  receive  four 
pensions  that  might  add  up  to  more  than  final  earnings.  Three 
of  these  pensions  would  be  adjusted  automatically  for  inflation, 
and  the  total  retirement  benefits  would  bear  little  relation  to 
the  individual's  past  contributions,"  says  an  Urban  Institute 
study.  Indeed,  military  pensioners  shifting  to  the  civilian  gov- 
ernment payroll  have  become  so  common  that  they  have  their 
own  name  in  Washington:  Double  Dippers. 

There  also  has  been  an  enormous  increase  in  the  numbers 
bailing  out  of  work  on  disability  pensions:  from  police  and  fire 
departments,  civil  service,  black  lung,  Social  Security  disabil- 
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ity,  workmen's  compensation.  Americans  are  living  longer, 
3ut  the  disability  dropouts  grow — so  much  so  that  some  people 
it  the  Bureau  of  Labor  Statistics  believe  them  partly  responsi- 
}le  for  the  early  retirement  trend.  In  some  cases,  disability 
neans  a  loophole,  not  an  injury.  For  example,  there  are  police 
ind  firemen  who  retire  with  large  tax-free  pensions  for  finger 
njuries;  indeed,  a  New  York  fireman,  retired  with  a  "back 
njury,"  won  a  footrace  to  the  top  of  the  Empire  State  Building, 
rruck  drivers  who  have  never  been  in  a  mine  can  get  black 
ung  pensions;  in  California,  workmen's  compensation  law- 
yers are  discovering  psychological-trauma  disability — which 
rou  may  get  if  the  boss  yells  at  you. 

All  this  does  not  mean  that  the  elderly  are  without  problems, 
letting  old  is  no  pleasure.  It  never  was.  No  government  can 
nsulate  people  from  the  aches  and  pains,  the  shortness  of 
)reath,  the  specter  of  death.  Some  of  the  elderly  may  be  poor, 
vlany  are  lonely.  Old  friends  die;  the  young  don't  care  about 
heir  problems;  and  getting  by  financially  isn't  everything. 
'The  main  problem  here  is  tbat  it's  pretty  boring,"  admits 
vlrs.  Baillie  in  Massachusetts.  "There  are  lots  of  things  to  do  in 
Joston,  25  miles  away,  but  if  you  don't  have  a  car  you  are  out 
)f  luck.  I've  failed  in  health,  but  I  think  it's  mainly  psychologi- 
:al.  The  atmosphere  here,  well,  everyone  is  kinda  old  and 
howing  their  age.  There  is  an  awful  lot  of  sickness,  and  death 
s  quite  frequent.  It's  not  a  good  environment." 

For  Red  Forms,  that  pontoon  boat  isn't  everything  either. 
'About  the  hardest  part  of  being  retired  is  not  being  able  to  get 
is  involved  in  union  politics  as  I  was.  Due  to  my  health  and 
locial  Security  regulations,  I  can't  work.  I  wish  I  could, 
hat's  the  hell  of  it." 

Reading  gets  more  difficult  as  eyesight  fades,  teeth 
lon't  chew  as  they  did,  falls  turn  into  slow-to-heal 
iroken  bones.  The  old  middle-class  neighborhood 
urns  into  slum,  and  retirees  become  targets 
or  young  thugs  who  find  the  elderly  easy 
o  rob,  easy  to  rape,  easy  to  beat,  easy  to 
righten,  easy  to  kill.  Sexual  partners 
ren't  as  attractive  as  they  used  to  be.  An 
xtra  sexual  problem  is  that  the  women 
till  outlive  the  men,  producing  a  man- 
iower  shortage.  Furthermore  the  older 
nen  often  look  for  younger  partners.  "I 
lever  date  anyone  over  35,"  one  mid-60s 
etiree  boasted  to  his  startled  Long  Island 
leighbors,  who  are  also  at  retirement  age,  "and  I'm  into 
ecreational  sex." 

There  is  also  the  knowledge  that  income  can't  grow.  "I 
uppose  if  I  live  long  enough  I'll  be  in  trouble  sometime,"  says 
ae  LeRoy  in  Florida.  Savings  get  nibbled  away,  and  some  fear 
hat  even  Social  Security  is  shaky. 

ays  Hendricks  of  the  Urban  Institute:  "I've  watched 
older  relatives  go  into  retirement.  They  are  fairly  well  set 
up,  but  they  are  frightened.  They  know  that  if  they  need 
tioney  they  can't  go  to  work  and  earn  more.  They  say,  'All  I've 
ot  is  this  much.'  Even  the  rich  may  be  terribly  insecure."  This 
nay  explain  why  the  elderly  ask  for  more — but,  then,  who 
oesn't  want  more? 

Whether  America  can  pay  for  the  promises  already  made,  let 
lone  any  increases,  is  the  question.  The  combination  of  the 
ost-World  War  II  baby  boom  and  the  recent  drop  in  the 
irthrate  is  producing  a  potential  demographic  disaster:  a  huge 
rop  of  elderly  and  fewer  workers  to  support  them. 

There  are  now  30.5  million  Americans  over  62,  or  one  for 
very  four  Americans  of  working  age,  21  to  62.  If  the  birthrate 
ontinues  at  the  present  rate,  by  2020 — 40  years  away — there 
/ill  be  56  million  over  62  and  nearly  two  workers  for  each 
otential  retiree.  Even  if  the  birthrate  jumps,  the  ratio  will  be 
sss  than  three  of  working  age  for  every  potential  retiree, 
pending  on  federal  benefits  such  as  Social  Security,  Medicare, 
eterans  and  civil  service  and  railroad  pensions  runs  about 
200  billion  today.  The  Urban  Institute  calculates  that  this  will 


soar  to  $5.9  trillion  in  2025;  that  spending  on  the  aged  will  soar 
from  26%  of  federal  spending  today  to  63%  then.  Taxing  the 
working  to  support  the  elderly  at  that  level  might  trigger  a 
revolt — but  that  revolt  isn't  40  years  away. 

The  last  big  boost  in  Social  Security  tax  was  supposed  to  take 
care  of  the  system  until  the  year  2000.  It  won't.  There  is  a 
problem  this  year  that  will  grow.  The  present  Social  Security 
bite,  6.13%  on  the  first  $25,900  earned,  or  $1,588,  is  a  $184 
jump  from  1979.  Employers,  of  course,  pay  that  bite,  too.  Next 
year  the  tax  is  to  go  to  6.65%  on  the  first  $29,700,  an  increase 
of  $387.  A  middle-income  couple — both  working — will  be  pay- 
ing almost  $4,000  in  Social  Security  taxes.  Before  the  decade  is 
over  those  maximum  taxes  will  leap  past  $3,600  per  person — 
$7,200  per  working  couple — with  more  individuals  and  busi- 
nesses paying  the  maximum  rate  as  inflation  pushes  up  wages. 

That  payroll  tax-bite  already  averages  around  10%  of  all 
payroll — the  6%  for  employees  plus  6%  for  employers  minus 
the  earnings  on  which  taxes  aren't  paid.  The  bite  is  going  to  go 
deeper — much  deeper.  "With  present  benefits,  long  term  with 
optimistic  assumptions,  the  assumption  is  16%  [Social  Securi- 
ty payroll  tax).  With  pessimistic  assumptions  it's  25%,"  says 
Stanford  G.  Ross,  who  just  resigned  as  Social  Security  commis- 
sioner. By  "pessimistic"  he  means  the  continuation  of  the 
present  birth  and  longevity  trends. 

That  $387  jump  scheduled  for  next  year  is  political  trouble. 
"A  Social  Security  rollback  will  take  precedence  over  other 
forms  of  tax  reductions,"  says  Washington's  Bureau  of  Nation- 
al Affairs,  a  private  newsgathering  agency. 

Where  will  the  money  come  from — not  just  the  short- 
term  dollars  needed  in  the  1980s,  but  the  sums  in  the 
trillions  needed  in  a  couple  of  decades? 
For  this  year  President  Carter  has  already  suggested 
"borrowing"  funds  from  one  Social  Security 
pocket  for  the  other.  Some  in  Congress 
want  to  pump  in  billions  from  the  wind- 
fall profits  oil  tax  to  kill  next  year's  Social 
Security  tax  increase.  "That  would  be  a 
one-year  gimmick  to  get  past  election 
year,"  says  Hacking  of  the  American  As- 
sociation of  Retired  Persons.  Three  dis- 
tinct groups  are  wrestling  with  the  long- 
er-term problems:  the  Advisory  Council 
on  Social  Security,  an  adjunct  to  the  So- 
cial Security  system,  which  just  issued 


Trends  in  poverty 

The  proportion  of  elderly  labeled  as  poverty  stricken  has 
dropped  dramatically  in  two  decades,  thanks  in  good  part 
to  higher  Social  Security  benefits.  Unreported  income 
might  make  their  numbers  even  smaller. 

Percent  of  population  defined  as  poor 
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its  400-page  report;  the  National  Commission  on  Social  Securi- 
ty, responsible  to  the  Congress;  and  the  President's  Commis- 
sion on  Pension  Policy,  which  is  to  make  its  report  next  year. 
There'll  be  a  White  House  Conference  on  Aging  next. year,  too. 

Among  the  proposals  that  have  surfaced: 

•  Pushing  retirement  age  toward  68,  which  would  hold 
down  payments,  since  many  elderly  would  die  without  collect- 
ing any  benefits  and  those  who  live  will  collect  less  while 
paying  taxes  for  extra  years.  The  blow  would  be  "softened"  by 


starting  the  retirement  rollback  around  the  year  2000. 

•  Collecting  income  taxes  on  Social  Security,  which  already 
has  drawn  a  storm  of  opposition. 

•  Raising  the  Social  Security  tax  on  employers  but  not  on 
employees,  which  is  just  another  way  of  passing  the  burden  on 
to  the  rest  of  the  population,  since  most  businesses  would 
simply  pass  the  tax  on  in  the  form  of  higher  prices. 

•  Financing  benefits  from  general  revenues,  which  really 
means  trying  to  shift  the  burden  from  the  very  noticeable 


Unfunded  pension  liabilities 


On  page  68  of  Gulf  &.  Western  Corp.'s  last  annual  report  there 
is  a  little  footnote  about  $160  million — "the  amount  by 
which  vested  benefits  under  our  pension  plans  exceed  market 
value  of  assets  in  the  funds,  plus  balance  sheet  liabilities."  At 
AT&T  a  footnote  for  1979  will  mention  $229  million.  At 
General  Motors  Corp.,  another  footnote  casually  mentions 
$3.9  billion. 

Among  all  businesses,  these  liabilities  run  into  the  tens  of 
billions  of  dollars,  no  one  knows  exactly  how  much.  They 
exist  for  a  variety  of  reasons:  Everyone  in  the  company  isn't 
going  to  retire  at  5  p.m.  tomorrow,  so  there  is  no  need  to  have 
enough  money  on  hand  to  pay  off  everyone's  pension  imme- 
diately; pensions  are  regularly  increased,  and  since  those 
increases  cover  back  service — the  years  an  employee  has 
already  put  in — it  takes  time  to  lay  away  extra  funds;  some- 
times the  company  just  has  not  put  enough  away.  Under 
government  rules  the  unfunded  pension  liability  can  be  amor- 
tized over  30  or  40  years. 

"You  can't  look  at  your  unfunded  liabilities  as  a  part  of  your 
debt,"  says  Michael  Clowes,  editor  of  Pensions  and  Invest- 
ments, a  trade  publication.  "That's  like  relating  the  mortgage 
on  your  house  to  how  much  you've  got  in  the  savings  bank. 
An  unfunded  pension  liability  is  a  mortgage  just  like  your 
mortgage  is  an  unfunded  housing  liability." 

Unless,  of  course,  it  has  to  be  paid  off  suddenly.  Because 
U.S.  Steel  is  closing  16  facilities,  affecting  13,000  workers, 
many  who  would  have  been  on  the  job  for  years  will  take 
early  retirement.  Suddenly  $413  million  was  needed  for  their 
pensions,  plus  severance  benefits.  That  helped  create  a  huge 
$809  million  pretax  loss  in  the  last  quarter.  As  part  of  its 


pension  protection  laws,  the  federal  government  guarantees 
to  make  up  those  unfunded  pension  liabilities  if  a  company 
goes  belly  up.  If  Chrysler  Corp.  went  under,  for  example,  the 
Pension  Benefit  Guarantee  Corp.  would  grab  up  to  30%  of 
Chrysler's  net  worth  to  meet  the  bill,  and  private  pension 
plans,  which  now  chip  in  $2.60  per  pension  plan  participant 
annually,  might  have  the  premium  raised  about  $6  to  $7 
apiece  to  pay  the  tab  for  Chrysler.  Indeed,  that  potential  bill 
was  one  selling  point  that  helped  push  the  Chrysler  aid 
package  through  Congress. 

Another  problem  is  that  it  is  impossible  to  compare  the 
unfunded  pension  liabilities  of  various  companies,  since  dif- 
ferent actuarial  assumptions  on  pay,  interest  and  mortality 
rates  are  used.  Pension  contribution  and  liability  figures  can 
be  manipulated  to  make  the  company's  financial  statements 
look  better.  The  government  asks  only  that  the  estimates  be 
reasonable. 

Unfunded  liabilities  also  may  be  important  in  acquisitions 
or  divestitures.  In  1974,  for  example,  Bendix  Corp.  was  or- 
dered by  the  FTC  to  divest  itself  of  Facet  Enterprises,  Inc.,  an 
automotive  parts  manufacturer.  Bendix  spun  it  off  to  its  own 
shareholders,  but  in  doing  so  dumped  too  many  unfunded 
liabilities  on  the  newly  formed  company.  Facet  sued  and  last 
year  Bendix  agreed  to  transfer  $14.7  million  of  additional 
assets  from  its  pension  fund  into  Facet's.  "We  warn  our 
clients  to  look  at  unfunded  liabilities  when  they  are  examin- 
ing an  acquisition.  But  sometimes,  by  the  time  they  get  to  us, 
they've  cut  a  deal,"  says  Harold  Dankner,  a  pension  consul- 
tant for  Coopers  &  Lybrand.  "They  think  it's  a  great  deal 
until  it's  too  late."— Beth  Brophy 


Guessing  games 

Data  on  unfunded  pension  liabilities  are  hard  to  come 
by,  making  it  impossible  to  say  just  how  big  a  load  U.S. 
companies  must  bear.  Below,  as  an  indication,  are 
figures  for  759  of  America's  largest  corporations. 
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Measuring  the  burden 


Some  actuaries  minimize  the  importance  of  unfunded 
pension  liabilities.  Others  view  them  as  long-term  debt 
in  disguise.  The  impact  of  the  latter  view  on  the  759 
companies  charted  at  left  would  be  substantial. 
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iayroll  tax  to  a  just-as-taxing-but-less-noticeable  levy. 

Making  the  problem  worse  are  the  demands  for  more  bene- 
its;  or  "unmet  needs." 

Working  women  feel  they  should  get  higher  benefits  even  if 
hey  haven^t  earned  too  many  Social  Security  credits  by  work- 
ng.  The  reasoning  goes  like  this:  A  woman  who  never  worked 
ut  stayed  home  for  her  husband  gets  an  amount  equal  to  half 
f  his  Social  Security  benefit.  If  she  worked,  but  was  in  and  out 
f  the  labor  market,  as  many  women  were,  the  Social  Security 
enefit  she  earned  may  not  be  as  much  as  the  no-work  wife 
sceived.  Ergo,  she  is  entitled  to  the  no-work  spouse's  sum  plus 

bonus  for  working. 

The  inflation  indexing  isn't  considered  good  enough  by 
Dme.  Proposals  call  for  adding  the  inflation  bonus  twice  a  year 
istead  of  once,  which  would  boost  payments,  and  for  creating 

special  inflation  price  index  for  the  elderly,  again  aimed  to 
oost  their  benefits. 

Pressure,  too,  is  growing  to  sweeten  benefits  for  higher  wage 
arners.  Today  Social  Security  has  been  skewed  toward  being  a 
welfare  program.  A  young,  highly  paid  worker  of  today  will  end 
p  receiving  half  his  total  contribution  in  retirement,  Social 
ecurity  admits.  Inflation  pushing  wages  up  will  fuel  this 
issatisf action.  "In  the  past  people  didn't  pay  these  high  [Social 
ecurity]  taxes;  it  has  been  a  bargain  for  their  income,"  says  ex- 
commissioner  Ross.  "My  sense  of  the  young  workers  is  they 
on't  like  Social  Security  and  are  very  dubious  they  will  get  a  fair 
eal."  He  adds  it's  about  time  that  the  20-year-olds  were  told 
lat  they  can  end  up  paying  two  or  three  times  today's  taxes 
>r  the  same  benefits  their  parents  get  now. 

Many  also  ask  for  expanded  medical  care,  and 
lore  cleaning  persons  and  carry-in  food  sent 
)  the  homes  of  the  elderly.  The  idea  is  that 
lis  would  keep  them  out  of  the  more  expensive 
ospitals — but  more  likely  it  would  add  to  costs. 

More  help  will  be  requested  for  fuel  bills,  of 
Durse.  This  year  the  government  sent  out  $400 
lillion  to  the  presumably  elderly  poor  to  help 
lem  cover  their  heating  bills.  Ironically,  many 
□n't  get  heating  bills  because  the  landlord  pays 
lem.  "To  go  through  all  the  files  and  discov- 
r  what  living  arrangements  people  had 
rould  have  taken  us  through  the  winter," 
lid  a  federal  public  relations  man.  Al- 
lough  the  extra  money,  no  more  than  $250 
sr  person,  was  to  make  up  for  energy  bills,  the  government 
mphasized  that  "the  checks  are  for  them  to  use  as  they  see 
t."  There  are  demands  to  raise  benefit  levels  for  the  poorest 
Iderly,  and  President  Carter  in  his  State  of  the  Union  Message 
lid  he  will  ask  for  more  money  for  nutrition,  senior  centers 
id  home  health  care. 

Combined  with  these  demands  are  some  trends  that  add 
lain  to  the  troubles. 

3ne  is  earlier  retirement.  Twenty  years  ago  5%  of  men 
50  to  54  had  dropped  out  of  the  work  force;  now  it  is 
10%;  20  years  ago  8%  of  those  55  to  59  had  bailed  out 
om  work;  last  year  it  was  18%;  among  those  60  to  64  the 
ropout  rate  climbed  from  19%  to  38%.  Early  retirement 
snsions  and  the  disability  pensions  have  fueled  the  raove- 
lent,  which  means  fewer  tax  contributions  and  more  support 
ayments.  There  are  signs  that  inflation  is  forcing  a  leveling 
ut  of  this  trend,  but  the  desire  to  quit  early  conflicts  with  the 
lea  of  keeping  the  elderly  on  the  job  longer. 
Happily,  Americans  are  living  longer  than  expected — hap- 
ily  for  them,  but  unhappily  in  terms  of  the  economic  cost.  In 
le  past  decade  the  deathrate  among  people  over  65  fell  14%. 
Longevity  is  going  up  much  faster  than  anybody  knows.  The 
Iedicare  people  say  it's  Medicare;  the  antismoking  people  say 
iey've  done  it.  Nobody  knows,"  says  Richard  Wertheimer  II,  a 
secialist  on  aging  at  the  Urban  Institute.  This  is  bringing 
bout  another  problem,  "a  new  demographic  situation  which 
as  never  been  experienced  before  in  our  history,"  says  Rober- 


ta Spohn  of  New  York.  "Can  we  expect  retirees  with  tradition- 
ally much-reduced  incomes  to  bear  financial  support  burdens 
of  even  older  parents  whose  economic  needs  begin  to  increase 
as  they  become  frail  and  require  extensive  health  care  and 
social  services?" 

"I  have  to  help  my  father  quite  a  bit,  make  his  bed,  get 
dressed,  things  like  that,"  says  Charles  Briscoe  of  Pasadena, 
who  is  73  himself.  Money  is  no  problem,  and  he  doesn't 
complain.  "I'm  glad  to  do  it,  though,  because  he  is  very 
appreciative.  Until  a  few  months  ago,  we  had  my  wife's 
mother  living  here.  She  lived  to  be  99-years-and-9-months  old. 
I  have  strong  feelings  about  taking  care  of  your  parents.  I  think 
children  should  do  it."  But  not  all  "children"  can.  That  in- 
crease in  the  "old  old"  spells  the  likelihood  of  more  federal 
support  for  nursing  home  subsidies. 

Even  without  added  costs,  the  growing  numbers  of  the 
elderly  and  the  lower  numbers  of  workers  to  support  them 
have  raised  the  specter  of  a  Social  Security  tax  of  25%  in  the 
next  century  in  addition  to  income  taxes. 

Do  we  throw  up  our  hands  in  despair?  Do  we  turn  to 
euthanasia  for  the  over-70?  The  situation  isn't  that  bad.  If 
there  are  no  easy  answers,  there  are  some  paths  we  can  follow. 

Key  would  be  efforts  to  encourage  Americans  to  save  for 
their  own  retirement.  Unfortunately  the  government,  through 
its  tax  policy  and  inflation,  discourages  savings.  "That's  the 
trouble,"  says  ex-Social  Security  Commissioner  Ross,  who 
favors  more  private  retirement  savings.  Others  say  it  can't  be 
done.  "It  is  unrealistic  to  expect  people  to  exert  the  neces- 
sary self-discipline  under  the  pressures  to  spend  in  the 
American  economy — these  strong  pressures  to  spend  up 
to  the  limits  of  their  ability  and  beyond,  which  they  do," 
says  Schulz  of  Brandeis. 

But  there  could  be  ways.  "One  of  our  legislative  goals 
is  getting  rid  of  Regulation  Q,  which  keeps  savings 
interest  rates  down,"  says  Hacking  of  the  AARP. 
(The  government's  Regulation  Q  controls  inter- 
est rates.)  Consumer  Reports  in  its  January  is- 
sue urges  that  the  Individual  Retirement  Ac- 
count, which  allows  tax-deferred  saving,  be 
made  available  to  all  citizens,  not  just 
those  without  any  formal  company 
pension.  Just  $1,500  a  year  for  30 
years  could  bring  a  $20,389-a-year 
annuity,  better  than  twice  what 


Retiring  earlier 


Pension  incentives  have  doubled  the  rate  of  dropouts 
from  the  work  force  among  middle-aged  men,  even  those 
in  their  50s.  Inflation  fears  may  curb  the  trend.  If  not, 
even  fewer  workers  will  have  to  support  the  elderly. 
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Indexing  pensions  to  inflation 


Can  pensions  be  indexed?  No,  yes  and  maybe.  Massachusetts 
learned  the  hard  way  that  automatic  indexing  of  pension 
benefits  to  inflation  is  expensive.  In  1967  the  legislature  tied 
pensions  to  the  rise  in  the  Consumer  Price  Index.  Massachu- 
setts, home  of  the  Kennedys,  is  known  for  promising  money 
without  worrying  where  it  will  come  from.  The  state  didn't 
lay  away  any  money  to  cover  its  pension  pledges — at  all.  By 
1975,  with  inflation  at  11%  and  growing,  pension  costs  had 
risen  50%.  Finally  the  legislators  made  the  inflation  adjust- 
ment subject  to  an  annual  vote,  increased  new  employee 
contributions  to  the  pension  plan  from  5%  to  7%  of  salary 
and  initiated  funding  to  cover  the  huge  $4.3  billion  unfunded 
liability  of  the  two  major  statewide  pension  systems — state 
employees  and  teachers. 

As  the  new  law  didn't  retract  benefits  promised  to  past 
employees,  it  will  take  36  more  years  to  make  up  the  $4.3 
billion,  and  by  1982  the  state  will  be  paying  the  equivalent  of 
25%  of  its  total  payroll  into  its  pension  fund. 

Carmen  Elio,  chairman  of  the  Massachusetts  Retirement 
Law  Commission,  says:  "If  the  government  is  going  to  make 
indexation  the  law,  they'd  better  be  prepared  to  bail  out  a  lot 
more  Chryslers." 

By  contrast,  the  Rockefeller  Foundation  is  indexing  for 
inflation — not  full  inflation  but  almost  70%  of  it.  As  Comp- 
troller Herbert  Heaton  explains,  this  is  done  by  getting  a  high 
return  on  the  fund's  assets,  with  the  extra  return  going  to 


could  be  set  aside  through  ordinary  savings  accounts. 
Even  Schulz  thinks  that  a  "constant  purchasing  power 
bond"  would  work.  "I  think  that  it  would  be  easier 
and  more  responsible  to  push  and  encourage  people 
to  save." 

Says  Hendricks  of  the  Urban  Institute:  "If  you 
can  save  and  escape  taxes,  you  like  that.  It's  a 
good  feeling  to  watch  it  grow  and  know  it's  not 
going  to  the  tax  man." 

Today  the  impact  of  inflation  is  to  "flatten  out 
the  retired  population — that  is,  to  squeeze  down 
the  money  of  those  who  worked  and  earned  pen- 
sions or  saved  toward  the  level  of  those  who 
depend  on  Social  Security.  More  saving,  ^ 


the  retirees  rather  than  reducing  the  employer's  contribution. 
The  key  point,  though,  is  that  the  foundation  fully  funds 
every  pension,,  where  Massachusetts  didn't  set  anything 
aside.  The  fund  is  invested  in  short-term  commercial  paper, 
where  interest  rates  are  sky-high  now.  But  what  happens  if 
interest  rates  drop?  The  foundation  hopes  that  inflation  will 
be  down  then,  too. 

The  United  Auto  Workers  and  General  Motors  recently 
moved  to  lift  pensions  for  the  already  retired,  but  with  a  new 
twist.  It  is  illegal  for  unions  to  force  bargaining  or  strike  to 
increase  benefits  for  the  retired,  since  they  are  not  employ- 
ees. But  in  the  1979  bargaining,  GM  agreed  to  raise  pensions 
about  30%  over  three  years.  By  the  contract's  end  in  1982, 
this  will  cost  about  $150  million  a  year. 

In  this  case,  the  union  agreed  that  the  money  to  pay  that 
bill  would  be  a  type  of  worker  contribution.  The  GM  workers 
get  regular  quarterly  cost-of-living  pay  raises  that  may  run  20 
cents  an  hour — or  more — in  today's  inflation.  The  company 
will  divert  a  penny  or  two  each  quarter  to  retired  workers.  By 
the  end  of  the  three-year  pact,  14  cents  an  hour  will  be  going 
into  this  kitty — about  $150  million. 

Not  every  business  could  do  this.  Auto  workers,  already 
among  the  highest-paid  workers,  don't  much  miss  the  few 
pennies.  But  what  happens  as  early  retirement  and  longer  life 
swell  the  ranks  of  the  retired  in  relation  to  the  number  of 
employed?— Beth  Brophy 


Gray  power 


Today  there  are  four  Americans  of  working  age  for  each 
potential  retiree  of  62.  By  2020,  when  the  postwar  baby 
boom  will  be  retiring,  that  ratio — if  today's  low  birth- 
rate continues — will  be  closer  to  2-to-l. 
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too,  would  reduce  the  pressures  on  the  govern- 
ment to  increase  benefits. 
Adds  Hacking:  "Declining  saving,  declining  in- 
vestment, declining  productivity.  Reversing  that 
could  make  tomorrow's  economic  pie  bigger." 

A  second  move  would  be  to  encourage  the  elderly  to 
keep  on  working — though  forcing  them  to  work  by 
raising  the  retirement  age  is  a  political  bombshell. 
"Maximize  the  work  effort  you  can  get  out  of  the 
elderly  but  without  beating  them  with  sticks,"  says 
Hacking.  How?  Removing  the  earnings  test — that 
50%  reduction  in  Social  Security  for  earnings  over 
$5,000 — is  one  way.  (The  age  at  which  the  earn- 
=^=-  ings  test  applies  is  already  scheduled  to  be 
reduced  from  72  to  70,  beginning  in  January  of  1982.)  The 
government  protests  that  it  would  lose  money  since  it  would 
pay  pensions  to  the  well-off.  But  those  retirees  are  likely  to 
earn  the  money  anyway,  just  not  report  it.  With  more  earn- 
ings, again  there  will  be  less  pressure  for  pension  increases. 

Discrimination  against  hiring  the  aged,  which  is  illegal 
anyway,  should  be  curbed.  Some  suggest  tax  incentives  or 
subsidies  to  business  for  hiring  the  elderly;  a  better  idea  would 
be  to  remove  the  penalties  businessmen  face  in  high  pension 
or  insurance  bills.  For  example,  when  the  age  discrimination 
ceiling  was  lifted  from  65  to  70,  Congress  allowed  business  to 
freeze  pension  levels  at  the  65-year  level,  which  held  those 
costs  down. 

The  third  move  would  be  to  curb  actual  and  potential  abuses, 
including  what  may  be  massive  abuses  in  so-called  disability 
pensions,  and  some  realism  about  those  "unmet  needs."  Some 
people  believe  this  is  being  done.  "This  is  a  very  tough  cli- 
mate," says  Eric  Shulman,  deputy  research  director  of  the 
National  Council  of  Senior  Citizens.  "The  Proposition- 13  men- 
tality is  very  much  alive."  His  main  job,  he  says,  is  fighting  what 
he  calls  "the  mindless  slaughter"  of  present  benefits,  not 
winning  new  ones.  He  is  trying,  for  example,  to  keep  Congress 
from  crimping  those  lucrative  disability  benefits. 

Wouldn't  the  best  system  be  to  help  people  to  help  them- 
selves? "That,"  says  McColough  of  the  President's  Commis- 
sion on  Pension  Policy,  "may  be  very  old-fashioned."  What's 
wrong  with  being  old-fashioned?  ■ 
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Some  of  the  best  things 
are  measured  by  the  ounce. 
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Seagram's  YO. 
The  symbol  of  imported  luxury.  Bottled  in  Canada. 

Enjoy  our  quality  in  moderation. 

Canadian  whisky.  A  blend  of  Canada's  finest  whiskies.  6  years  old.  S6.S  Proof.  Seagram  Distillers  C>>.,  N.Y'.C 


IMAGINE.  A  DIESEL- 


ss 


Now  there's  an  Audi  5000  that  makes 
it  easier  to  live  the  good  life  under  today's 
conditions. 

The  new  Audi  5000-Diesel. 

It  has  the  elegance,  the  roominess,  the  han- 
dling and  the  ride  that  the  Audi  5000  is  cele- 
brated for,  combined  with  the  fuel  efficiency 
of  a  5-cylinder  diesel  engine. 

Consequently,  the  Audi  5000-Diesel  will 
deliver  an  EPA  estimated]  2 7\  mpg,  and  an  es- 


timated 43  mpg  on  the  highway.  Cruising 
range  is  an  estimated  534]  miles  and,  on  the 
highway  an  estimated  851  miles  before  you 
have  to  make  a  fuel  stop.  That  should  make 
life  a  little  easier. 

Use  estimated  mpg  for  comparison.  Mpg 
and  cruising  range  vary  with  speed,  trip 
length  and  weather.  Actual  highway  mpg  and 
highway  range  will  probably  be  less. 

With  its  highly  refined  front-wheel  drive,  j 


Suggested  retail  price  $11, 100  PO  E  Transp  ,  local  taxes,  and  dealer  delivery  charges  additional 


000. 


le  Audi  5000-Diesel  has  outstanding  direc- 
onal  control  on  snow  and  in  the  rain. 
The  forward  engine  placement  (ahead  of 
le  front  axle)  pays  extra  dividends  in  cross- 
inds.  And  the  Audi  suspension  system  is 
^markably  effective  in  smoothing  out  the 
imps  and  bumps  and  potholes  that  lie  in  wait 
lese  days. 

Test-drive  the  Audi  5000-Diesel  and  see  if 
doesn't  do  all  that  we  say.  For  nearest 


Porsche  +  Audi  dealer,  call  this  toll-free 
number:  (800)  447-4700.  In  Illinois,  (800) 
322-4400.  He  can  also  supply  you  with  infor- 
mation on  leasing  and  overseas  delivery. 


PORSCHE+AUDI 

Nothing  Even  Comes  Close 


as  shown  includes  "S"  package,  optional  at  extra  cost  5000  Diesel  not  avail  in  Calif 


Not  only  are  your  key  employees 
potential  targets  for  attack,  ab- 
duction, and  other  crimes  of 
violence,  but  their  families  are, 
as  well. 

The  realities  of  protecting  them 
must  be  faced,  not  just  with  in- 
creased guard  protection  but  by 
in-depth  contingency  planning.  It 
starts  with  a  procedure  we  call 
"threat  analysis." 

HELPS  PREVENT 
CRIME  BEFORE  IT  STARTS. 

By  considering  every  facet  of 
personnel  safety,  including  office 
security,  residential  protection, 
trave I  routes,  and  even  proced u res 
for  dealing  with  ransom  notes,  we 
are  able  to  synthesize  a  truly  com- 


prehensive personnel  protection 
plan.  Itencompassesallaspectsof 
physical,  electronic  and  opera- 
tional security,  as  well  as  educa- 
tion for  your  employees.  It  can 
even  include  plans  and  imple- 
mentation for  the  evacuation  of 
overseas  personnel. 

Facing  your  security  responsi- 
bility for  personnel  isan  important 
part  of  a  more  comprehensive 
program  called  "Total  Business 
Security." 

HOW  TOTAL 
BUSINESS  SECURITY 
WORKS. 

First,  we  meet  with  top  manage- 
ment to  learn  aboutyourcompany. 
The  thoroughness  of  this  study 


is  one  significant  reason  why  it 
takes  more  than  a  guard  company 
to  evaluate  the  present  security 
of  your  people,  identify  additional 
needs,  formulate  a  program,  and 
then  administer  it  effectively. 

TOTAL  BUSINESS  SECURITY 
STARTS  WITH  A  PHONE  CALL. 

Your  unique  personnel  security 
needs  can  only  be  determined 
after  a  dialogue  has  begun  between 
you  and  Burns  International,  the 
world's  leading  corporate  security 
consultants. 

Call  or  write  our  International 
Consulting  Group,  Burns  Inter- 
national, 320  Old  Briarcliff  Road, 
Briarcliff  Manor,  N.Y.  10510.  Tel. 
(914)  762-1000.  ext.  345. 


THAT'S  WHY  BURNS  DEVELOPED 
TOTAL  BUSINESS  SECURITY. 

Burns  International  Security  Services,  Inc. 


Resident  Carter  speaks  of  drawing  the  line 
igainst  Soviet  expansion  in  the  Middle  East, 
mt  the  question,  says  Edward  Teller,  is  . . . 

"With  what  do 
we  draw  the  line?" 


As  I  See  It 


m  n  the  1930s  the  Western  powers, 
including  the  U.S.,  disarmed  them- 
L  selves  into  war.  By  remaining  pacific 
nd  downplaying  military  preparedness, 
hey  hoped  to  avoid  a  repetition  of  the 
laughter  of  World  War  I.  Instead  they 
ncouraged  Adolf  Hitler  to  launch  an 
ven  worse  slaughter  against  what  he 
aw  as  spineless  opponents. 

Is  history  repeating?  Dr.  Edward  Tell- 
r,  a  contemporary  of  Albert  Einstein 
tho  helped  lead  the  team  that  put  the 
lydrogen  bomb  into  the  U.S.  arsenal, 
sars  it  may  be.  Only  a  balance  of  mili- 
ary power  that  would  deny  an  easy  vic- 
ory  to  cither  side  can  prevent  war,  Tell- 
r  believes,  and  he  thinks  the  U.S.  is  no 
anger  a  match  for  the  Soviet  Union  in 
dvanced  weapons  technology.  In  an  in- 
ervicw  with  Forbes  recently,  the  72- 
ear-old  Hungarian-born  physicist,  now 

senior  research  fellow  at  Stanford  Uni- 
ersity's  Hoover  Institution,  put  his 
lews  bluntly: 

Teller:  If  we  went  into  a  nuclear  war 
□day  there  is  practically  no  question 
hat  the  Russians  would  win  that  war 
nd  the  U.S.  would  cease  to  exist.  The 
oviet  quantitative  advantage  is  general- 
y  admitted.  Our  leaders  like  to  say  we 
nake  up  for  that  with  a  qualitative  ad- 
antage,  but  I  think  statements  of  this 
;ind  are  largely  wishful  thinking.  And 
t's  not  only  nuclear.  Russia  appears  to 
ne  to  be  ahead  of  us  on  practically  every 
svel  of  conflict:  conventional,  nuclear 
nd  unconventional  that  is  not  nuclear — 
ike  laser. 

We  keep  imagining  that  only  the  nu- 
lear  part  is  important,  and  that  by  hav- 
ng  a  strong  deterrent  force  in  the  nuclear 
ield  we  can  make  up  for  other  deficien- 
ies.  But  this  is  a  mistake. 

Forbes:  Can  you  give  us  some  con- 
rete  examples  of  where  Russia  is  ahead? 

Teller:  I  would  like  to  mention  two 


examples,  but  I  have  difficulties  because 
what  little  we  find  out  about  technical 
progress  in  Russia  is  highly  classified. 
We  are  trying  to  keep  Russia's  secrets 
even  more  rigorously  than  our  own.  We 
are  certainly  trying  to  keep  that  progress 
secret  from  the  American  people.  But 
there  have  been  statements,  unofficial 
and  official,  of  truly  advanced  Russian 
nuclear  submarines.  But  what  these  ad- 
vances consist  of  I'd  rather  not  say — I 
would  have  to  be  either  incomplete  or 
violate  the  secrecy  rules. 

The  second  is  connected  with  the  real- 
ly remarkable  technical  achievements 
connected  with  lasers.  The  Nobel  prize 
for  work  with  the  laser  has  been  given  to 
three  people.  One  American,  Charlie 
Townes,  and  two  Russians,  Basov  and 
Prochorov.  Charlie  Townes  is  now  work- 
ing on  astrophysics  using  laser  theory. 
But  we  have  good  reason  to  believe  that 


Physicist  Dr.  Edward  Teller 


Are  scientists'  values  confused? 


the  two  Russians  continue  to  work  on 
lasers  and  are  helping  develop  military 
applications.  A  laser  defense  might  stop 
a  nuclear  missile,  making  the  defense  as 
important  as  the  attack. 

Forbes:  Why  doesn't  someone  get  to 
Charlie  Townes  and  tell  him  to  get  busy 
and  help  us  catch  up  with  the  Russians? 

Teller:  After  World  War  II,  possibly  in 
part  as  a  reaction  to  Hiroshima,  senti- 
ment has  developed  against  military  ap- 
plications of  technology.  This  move- 
ment started  essentially  in  academic  cir- 
cles but  during  the  1960s  gained 
popularity  with  students  who  turned  it 
into  a  general  anti-technological,  anti- 
scientific  movement.  This  movement 
has  receded  in  the  1970s,  but  we  have 
not  regained  the  lost  ground.  Our  best 
scientists  abstain  from  work  directed  to- 
ward national  defense.  Even  engineers 
and  other  technical  people  don't  seem 
eager  to  work  on  defense. 

Forbes:  These  scientists  would  say 
that  they  are  putting- moral  consider- 
ations ahead  of  narrow  national  interest. 

Teller:  I  think  their  ethical  values  are 
confused.  War  is  terrible  and  we  want  to 
avoid  it.  But  how  do  you  avoid  war?  By 
throwing  away  arms  or  by  having  strong 
arms  in  the  hands  of  those  who  want  to 
maintain  peace?  That  is  the  dilemma 
that  exists.  It  is  clearly  illustrated  by  the 
recent  statement  of  our  President,  who 
certainly  puts  peace  as  his  highest  objec- 
tive. But  in  the  present  crisis  he  speaks 
of  drawing  a  line.  He  does  not  seem  to 
have  given  enough  thought  to  the  ques- 
tion, however:  With  what  do  we  draw 
the  line?  If  you  love  peace  and  express 
that  love  by  failing  to  develop  arms  or  by 
slowing  down  their  development,  and 
then  when  you  are  driven  by  the  necessi- 
ties of  the  real  world,  try  to  draw  a  line, 
you  will  not  only  fail  to  deter  war,  but 
you  will  pay  a  terrible  price,  if  you  get  in 
a  war,  because  you  are  apt  to  lose  it.  And 
that's  where  the  U.S.  is  at  today! 

Forbes:  Are  you  talking  about  massive 
spending  on  armaments  to  keep  ahead  of 
the  Soviets?  An  old-fashioned  arms  race? 

Teller:  The  idea  of  an  arms  race  is  not 
appropriate  for  such  an  age.  We  don't  live 
in  an  age  where  the  nation  with  the  most 
dreadnoughts  wins.  When  almost  every 
year,  and  certainly  every  decade,  brings 
radically  new  developments,  whoever 
thinks  in  terms  of  an  arms  race  is  apt  to 
build  more  instalments  that  have  be- 
come obsolete.  An  arms  race?  No!  A  race 
in  technology?  Yes!  In  other  words, 
think  first  and  spend  later. 

Forbes:  Perhaps  Afghanistan  and  Iran 
will  motivate  our  scientists? 

Teller:  Such  a  mobilization  .  .  .  will 
not  occur  without  appropriate  national 
leadership.  The  recent  statements  of  our 
President  that,  if  the  Russians  do  not 
behave,  we  may  not  go  to  the  Olympic 
games  is  certainly  not  enough  to  make  a 
deep  impression.  We  are  facing,  after  all, 
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The  Common  Stock  of 

Tosco  Corporation 

is  being  traded  on  the 
New  York  Stock  Exchange 

Symbol:  TOS 

Tosco  is  the  nation's  second  largest  independent 
gasoline  refiner  with  1979  sales  of  $1.9  billion  and 
net  income  of  $80  million.  In  addition,  the 
Company  is  engaged  in  advancing  technologies  for 
the  production  of  clean  energy  from  shale  oil, 
coal  and  other  materials.  A  principal  objective  is 
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the  possibility  that  the  Persian  Gulf  may 
be  sealed  off  by  the  Russians.  It's  a  scan- 
dal, and  I  can  think  of  no  softer  word, 
that  we  have  no  emergency  plans  to 
counter  such  an  occurrence.  I  have  writ- 
ten a  book,  Fnerfo  from  Heaven  and  Earth, 
and  we  are  going  to  need  all  the  energy 
from  heaven  and  earth  that  we  can  find. 
In  his  last  speech  on  energy  the  President 
didn't  even  mention  nuclear  energy.  Not 
to  deploy  nuclear  energy  safely  and  rapid- 
ly is  an  unforgivable  mistake. 

Forbes:  Are  you  optimistic  that  the 
U.S.  will  regain  its  lost  balance  of  power? 

Teller:  I  believe  it  is  a  duty  to  be  opti- 
mistic. We  have,  for  example,  an  advan- 
tage in  electronics,  particularly  micro- 
electronics. These  small  hand-held  com- 
puters can  do  miracles.  But  all  this  has 
not  been  applied  to  the  military  field. 
The  Cruise  missile  is  an  elementary  step 
in  the  right  direction.  We  can  use  elec- 
tronics to  set  up  multiple  and  unbreak- 
able communications  and  we  can  do 
these  things  better  than  the  Russians 
can.  But  we  have  to  develop  a  myriad  of 


Whoever  thinks  in  terms  of  an 
arms  race  is  apt  to  build  more 
instruments  that  have  become 
obsolete.  An  arms  race?  No!  A 
race  in  technology?  Yes! 


new  technologies  that  our  ingenious 
young  people  could  think  of  if  they  were 
motivated. 

The  Russians  have  a  tradition  of  700 
years  of  absolute  power,  of  power  that 
required  totalitarianism.  The  Russians 
love  power  first  and  peace  second.  The 
Russian  plan  remains  to  make  order  in 
and  dominate  the  whole  world.  Our  an- 
swer to  that  can  only  be  better  technolo- 
gy in  warfare,  in  energy  and  in  many 
other  aspects.  A  5%  increase  in  the  de- 
fense budget  is  not  enough,  and  a  500% 
increase  is  not  a  realistic  proposal. 

The  problem  is  leadership.  I  myself 
found  the  decision  [to  work  on  weapons] 
extremely  hard  to  make.  Science  was 
the  center  of  my  life  and  I  was  faced 
with  doing  something  that  was  of  a 
completely  different  style  and  dedicated 
to  destruction.  [President]  Franklin  D. 
Roosevelt  raised  the  question  of  the  role 
of  the  scientist  in  a  speech  I  heard  him 
give.  He  said  that  if  scientists  in  free 
countries  didn't  work  on  weapons  free- 
dom would  be  lost  for  everyone.  We  had 
never  met,  but  I  had  an  irrational  feeling 
he  was  talking  to  me  and  I  decided.  I 
wish  there  were  great  public  figures  to- 
day who  would  talk  in  similar  tones  to 
our  scientists  and  technical  people.  Sur- 
vival is  a  strong  argument.  But  if  we 
neglect  new  technology  and  the  Rus- 
sians pursue  it,  then  it  is  only  a  question 
of  time  before  we  shall  become  com- 
pletely helpless  — Michael  Kolbenschlag 
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Don't  buy 
Life  Insurance! 


(. .  .until  you  get  the  facts.) 


Most  people  feel  life  insurance  companies  are  pretty  much  the  same.  Nothing  could  be  further  from  the 
truth.  There  is  a  difference.  Today  the  difference  in  net  cost  between  Northwestern  and  other  life  insurance 
companies  can  be  50%  or  more. 

Since  1857  Northwestern  Mutual  Life  has  dedicated  itself  to  providing  the  best  life  insurance  value.  We've 
actually  lowered  the  net  cost  of  our  life  insurance  21  times  in  the  last  28  years.  This  history  of  outstanding 
performance  will  result  in  the  dividend  exceeding  the  annual  premium  on  over  a  half  million  policies  in 
1980.  That's  20%  of  our  premium-paying  policies! 

Before  you  buy  any  life  insurance  policy,  wouldn't  you  like  to  know  more — without  any  obligation?  We'd 
like  you  to. 


GET  THE  FACTS.  GET  OUR  COST  COMPARISON  BOOKLET. 
CALL  TOLL-FREE  800-558-9662  (WISCONSIN  RESIDENTS  CALL  800-242-7169) 


We  feel  confident  that  the  more  you  know  about  life  insurance,  the  more  you'll  appreciate  our  superiority. 


NORTHWESTERN  MUTUAL  LIFE 

The  Quiet  Company 


r  Northwestern  Mutual  Life  — Milwaukee,  Wis  1980 


Bell  helping  you  to  manage  your  business  better  #2 

DONT  TURN  YOUR  BACK 
ON  WATS  BECAUSE  YOU  THINK 
ITS  ONLY  FOR  THE  BIGGIES. 


If  you  think  WATS  lines  are 
only  for  the  big  boys,  its  time  to  take 
another  look.  Because  you  don't 
have  to  be  one  of  the  Fortune  500  to 
make  WATS  a  profitable  addition  to 
your  business.  If  you  deal  with  out- 
of-town  customers,  WATS  could  be 
for  you. 

WATS  works  because  you  can 
choose  a  Long  Distance  calling  area 
as  close  as  your  own  state  and  those 
that  adjoin  it.  And  as  your  business 
area  grows,  you  can  add  con- 
tiguous WATS  calling  areas  to 
coincide  with  the  locations  of  your 
customers  and  sources. 

What's  WATS 

WATS  stands  for  Wide  Area 
Telecommunications  Service.  It's  a 
way  to  tailor  Long  Distance  to  your 
special  needs.  You  buy  a  specific 
area,  and  a  specific  number  of  hours, 
at  a  monthly  fee.  You  can  use  those 
hours  whenever  you  choose.  Within 
that  area,  and  within  those  hours, 
you  make  as  many  Long  Distance 
calls  as  you  wish. 

This  means  you  can  limit  your 
Long  Distance  costs  without  limiting 
your  Long  Distance  calls. 

Why  WATS 

Imagine  the  ways  a  WATS  line 
can  power-pack  your  business  effort. 

WATS  helps  you  beef  up 
business  to  those  tempting  smaller 
accounts  that  might  otherwise  be  too 
far  out  of  the  way.  Sell  em  by  phone, 
and  save  costly  travel  expenses! 

How  about  collecting  overdue 
accounts?  Use  WATS  to  improve 
your  cash  flow  and  operating 
expense  positions.  Unlimited  phone 
contact  also  helps  you  avoid  the  high 
costs  of  inventory  outages,  and  it's  a 
boon  to  your  customer  service 
efforts. 

Can  WATS  help  your  business? 
You  bet  it  can! 

Choose  your  area  of  coverage 

It's  simple.  If  your  company's 
market  takes  in  the  region  surround- 
ing your  home  state,  make  that  your 


WATS  calling  area.  Is  your  market 
more  extensive?  Then  add  addi- 
tional, contiguous  calling  areas  until 
your  market  coverage  is  complete. 

Are  you  trying  to  expand  your 
market?  Don't  plod  blindly  into  that 
field.  Make  phone  forays  first.  We 
can  add  adjoining  regions  into  your 
WATS  calling  area  any  time,  helping 
you  to  eliminate  a  lot  of  expense  in  a 
new  business  drive. 

The  big  boys  might  need  a  call- 
ing area  that  includes  all  fifty  states. 
You  can  choose  the  states  that  suit 
your  business  best! 

Choose  the  time  volume  you  need 

You  can  also  choose  when  to 

call! 

If  your  needs  are  small,  select 
our  WATS  10  (Measured  Time)  plan: 
up  to  10  hours  of  unlimited  calling 
per  month.  Want  more?  Then  WATS 
240  (Full  Business  Day)  is  for  you: 
up  to  240  hours  of  unlimited  calling 
per  month.  Need  overtime?  You've 
got  it!  And  it's  billed  at  a  lower  rate 
than  the  monthly  charge. 

Anything  else?  There's  the 
usual  one-time  installation  charge. 


And  that's  the  whole  ball  of  wax. 

30-day  trial 

Want  to  test  the  WATS  waters 
before  you  jump?  Give  WATS  a  30- 
day  try.  Buy  a  month  of  WATS,  and 
see  for  yourself  just  how  much  it  will 
help  your  business.  All  types  of 
businesses  use  WATS  to  solve  all 
types  of  business  problems.  Let  a 
WATS  line  help  you! 

Here's  more  help 
In  addition  to  WATS,  Bell  has 
all  these  programs  to  help  you  man- 
age your  business  better. 

#1  800  Service.  Generate  direct 
response  leads  using  the  toll-free 
800  number.  Improve  service,  speed 
orders  to  wholesalers,  retailers. 
Expand  market  area,  answer  con- 
sumer questions,  conduct  product 
research,  improve  company  image. 

#3  Remote  Call  Forwarding  (RCF). 

Customers  dial  a  local  number, 
reach  you  in  a  distant  city.  You  have  a 
local  "presence"  without  the 
expense  of  a  local  office.  Lets  you 
open  new  markets,  test  out  those 
new  markets  and  give  better  serv  ice. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Improving  Credit  Management. 

It's  the  key  to  cash  flow— programs 
that  expand  your  market,  develop 
customers,  build  profits.  Helps  you 
check  the  customer  s  ability  to  pay, 
calculate  marginal  risk,  and  collect 
overdue  accounts. 

#6  Opening  New  Accounts.  A  tes- 
ted, practical  way  to  do  it  by  Long 
Distance.  Total  program  covers 
everything  from  building  a  list  and 
screening  a  prospect's  interest  tc 
closing  the  sale. 


Bell  System 


CALL  800-821-2121, 

Ext.  894. 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  894. 


A  BELL  BUSINESS  EXPERT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  WATS 
can  be  a  practical,  profitable  plus 
for  your  business.  To  help  you,  we'll 
need  information.  So  we'll  ask  ques- 
tions, like  the  ones  listed  below.  No 
surprises,  nothing  you  won't  have 
the  answer  to.  You'll  find  the  discus- 
sion thoroughly  enlightening  and 
enjoyable. 


Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 

business  have? 
Q.  How  many  sales  people  do  you 

have? 


'Hey!  Tell  me 
how  a  WATS  line 
can  help  me  manage 
my  business  better." 


Q.  What  is  your  primary  method  of 
customer  contact? 


0-  Do  you  use  services  other  than 
your  local  lines,  such  as  RCF? 

Q.  How  do  you  test  or  expand  mar- 
ket areas? 

0-  On  the  average,  how  many  ac- 
counts fall  past  due  each  month? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  share? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  1418 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me  more 
about: 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 
I  would  also  like  to  know  more  about 
the  subjects  I've  checked  below. 

□  #1  800  Service 

□  #3  Remote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Opening  New  Accounts 


Name. 
Title_ 


Company- 
Address  


City. 


_State_ 


_Zip_ 


Area  Code_ 


.Business  Phone 


800-821-2121,  Ext.  894 

To  cafl  toll  free,  dial  800-821-2121,  Ext.  894,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  894. 


Bell  System 


S94-005 
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Don't  look  to  your  friendly  banker  to  help  you  maintain  a  plush 
lifestyle  this  year.  He's  getting  much  choosier  about  consumer  loans. 


Remember 
the  flinty-eyed 
banker? 


The  advertisement,  a  full  page  on 
Dec.  4  in  the  Los  Angeles  Times, 
was  headed  "How  to  Avoid 
Drowning  in  Debt  This  Christmas."  It 
dispensed  stern  advice:  Do  without  luxu- 
ries. Brown-bag  it  to  work.  Lock  up  the 
credit  cards.  Don't  start  on  a  second  line 
of  credit  if  you're  up  to  the  limit  on  the 
first.  If  you're  deeply  in  hock,  go  to  a 
personal-finance  counselor. 

Consumer  activists  sounding  the 
alarm?  No.  The  ad  was  placed  by  Los 
Angeles'  United  California  Bank,  which 
has  $321  billion  in  consumer  credit  card 
credit  outstanding  and  is  beginning  to 
worry  about  it.  So  are  other  lenders. 
They've  found  that  while  low-income 
people  know  they're  poor  and  adjust 
their  lifestyle  to  reality,  many  middle- 
class  Americans  live  in  a  plastic  card 
fantasyland.  "It's  the  people  in  the 
$20,000-to-$50,000  bracket  who  seem  to 
have  the  most  trouble  handling  their  fi- 


nances," says  John  R.  Torell,  vice  chair- 
man at  Manufacturers  Hanover  Trust 
Co.  "Too  often,  these  people  refuse  to 
accept  a  lower,  affordable  standard  of  liv- 
ing when  their  income  does  not  keep  up 
with  the  inflated  cost  of  their  lifestyle." 

Last  year  total  U.S.  disposable  personal 
income  of  $1,623  billion  was  supple- 
mented by  $55.2  billion  in  installment 
credit,  $24.5  billion  in  commercial  bank 
credit  card  credit  and  $800  billion  in 
mortgage  credit.  Some  traditional  early- 
warning  signs  are  not  worrisome  yet.  For 
example,  Torell  says,  applications  for  ac- 
cident and  health  insurance  to  pay  off 
debt  if  the  borrower  is  disabled  are  not 
showing  any  increase.  Too,  delinquen- 
cies and  losses  were  still  at  historic  low 
percentage  levels  even  toward  the  end  of 
the  year.  But  according  to  Edward  L. 
Palmer,  chairman  of  Citicorp's  executive 
committee,  those  losses  were  starting  to 
mount  in  December. 


John  R  Torell,  Manufacturers  Hanover  Trust  Co.  vice  chairman 

Poor  people  know  they're  poor;  the  middle  class  lives  in  a  plastic  card  fantasy. 


The  probable  outcome  will  be  that  new 
credit  this  year  will  be  much  less  than 
last  year — not  because  borrowers  don't 
want  it  but  because  they  won't  be  able  to 
get  it.  "You're  going  to  see  more  judi- 
cious extension  of  consumer  credit  in 
1980,"  says  UCB  vice  president  John  Po- 
povich,  who  placed  that  Times  ad. 

Manufacturers  Hanover,  for  example, 
has  raised  the  minimum  amount  for  a 
personal  loan  and  is  policing  outstanding 
accounts:  Any  payment  more  than  45 
days  overdue  triggers  a  call  to  the  bor- 
rower. The  bank  is  no  longer  advertising 
for  new  borrowers. 

Some  securities  analysts  assert  that 
New  York's  Citibank  is  taking  a  bath  in 
consumer  credit  because  it  had  to  write 
off  $94  million  of  losses  in  1978  and 
another  $124  million  last  year.  Edward 
Palmer  sees  the  situation  differently. 
Such  losses  are  part  of  the  cost  of  build- 
ing this  business  for  the  future,  he  says; 
they're  acceptable  if  measured  against 
Citibank's  $13.3  billion  of  consumer 
loans  outstanding  on  Dec.  31,  1979  (up 
$3.6  billion  from  the  preceding  year  and 
$7.3  billion  greater  than  1977).  But  Citi- 
bank, too,  is  getting  careful.  "We  won't 
have  any  blockbuster  nationwide  cam- 
paigns to  sign  up  new  Visa  accounts  or  to 
open  Redi-credit  accounts  for  high-in- 
come people  as  we  did  in  1978,"  says 
Palmer.  Citibank  is  continuing  its  over- 
seas installment  credit  drive  in  countries 
like  Brazil  and  Germany  which  account- 
ed for  much  of  the  expansion. 

The  banks'  new  reluctance  to  lend  to 
individuals  varies,  region  to  region.  For 
example,  New  York  is  now  considered  a 
good  credit  risk  because  its  labor  force  is 
in  service  industries  which  are  more  re- 
cession-resistant than  those  in,  say,  De- 
troit. Few  banks  are  contemplating  cut- 
ting back  on  existing  credit  as  long  as  the 
borrowers  are  making  the  payments,-  it's 
financial  heresy  to  reduce  a  consumer 
credit  line — unsecured  ready  credit  or 
credit  card  credit — until  after  the  borrow- 
er is  in  trouble.  "The  problem  with  con- 
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PANAMs 
FIRSTCLASS. 
GOOD  FOR  BUSINESS 
IN  THE  LONG  RUN. 


A  very  special  busi- 
ness meeting  is  ahead  of 
you,  at  the  end  of  a  very 
long  flight. 

That  meeting  can 
make  or  break  a  big  deal. 
So  you've  got  a  lot  to 
think  about.  You  need 
comfort  and  service. 

You  need  Pan  Am's 
First  Class  section,  with 
our  famous  Sleeperette® 
seat. 


The  first  thing 
you  notice  about 
our  First  Class  is 
the  room.  There's 
lots  of  it,  all  around 
you.  Why,  with  the 
>  Sleeperette 
seat 
upright, 
the 

window 
passenger  can  get 
past  the  aisle  pas- 
senger without  a  lot 
of  bumping  and 
bending  and  begging 
of  pardons. 

And  fully  extended  (66  inches 
head  to  toe),  the  seat 
is  comfortable  enough  to 
put  you  to  sleep. 

Dining  is  an  equally 
expansive  experience. 


with  roomy  table-for-two 
service. 

All  Pan  Am  747SPs 
(and  soon,  all  747s)  have 
Sleeperette  seats 
in  First  Class. 
So  you  can 
arrive  at  your 
destination 
refreshed, 
and  ready 
for  a 
really 
profitable 
trip. 


We  fly  the  world 
the  way  the  world  wants  to  fly 


A  challenge  you 
cant  afford  to  ignore 

"Executive  time  costs  money.  Non- 
productive executive  hours  can  translate 
into  thousands  of  dollars  annually.  Our 
SPIRIT™  helicopter  can  make  your  exec- 
utive team's  time  more  productive. 

If  your  corporation  has  transpor- 
tation needs  within  a  range  of  300  miles, 
please  accept  my  challenge  and  send  for 
our  Executive  SPIRIT  Productivity  Kit.  It 
illustrates  how  you  can  reduce  yourtravel 
time.  And  use  time  more  productively 
than  by  any  other  mode  of  business  trans- 
portation. This  includes  your  present 
turbo-prop  or  jet  corporate  aircraft. 

Interested?  Mail  your  business  card 
to  me  so  you  can  see  how  your  executive 
team  can  be  more  productive  by  maximiz- 
ing their  time." 


Gerald  J.  Tobias,  President 
SIKORSKY  AIRCRAFT 
N.  Main  Street— 2 
Stratford,  CT.  06602 


Division  of 
UNITED 

TECHNOLOGIES 


IM.IFE  CORPORATION 


has  acquired  approximately  97% 
of  the  outstanding  shares  of  common  stock  of 


Security  of  America 
Life  Insurance  Company 

of  Reading,  Pennsylvania 


The  undersigned  initiated  this  transaction 
and  acted  as  dealer  manager  for 
USLIFE  Corporation  in  its  tender  offer. 


DEAN  WITTER  REYNOLDS  INC. 


January  24, 1980 


have  the  power  to  end 


NATIONAL  HUNTINGTON'S  DISEASE  ASSOCIATION 

Suite  501. 1441  Broadway.  New  York.  N  Y  10018 
212-966-4320 

THIS  SPACE  CONTRIBUTE  D  BT  THE  PUBLISHER 


sumer  credit  is  that  once  we're  in  it  with 
anybody,  we're  in  to  stay,"  says  Torell. 
"You  can't  take  away  a  line  without 
alienating  a  good  customer." 

Are  the  banks  heading  for  a  disaster — 
like  that  of  1974-75  when  REIT,  real 
estate  and  tanker  loans  all  went  bad? 
Probably  not  from  consumer  loans.  The 
newly  cautious  attitude  toward  consum- 
er loans  tells  more  about  the  economy 
than  about  the  banks.  It  means  that  con- 
sumer spending  isn't  going  to  get  a  shot 
in  the  arm  in  1980  from  generous  infu- 
sions of  easy  credit.  ■ 


Breaking  away 
from  the 
credit  trap 


Molly  Christiansen  (not  her  real 
name)  is  a  stylish,  hardworking  29- 
year-old  woman  who  earns  $22,000  a 
year  as  an  assistant  vice  president  in 
the  loan  production  office  of  a  major 
New  York  bank.  Like  many  young 
professionals  these  days,  she  finances 
a  large  portion  of  her  living  expenses 
on  credit,  thanks  to  four  retail  charge 
cards,  three  VISA  cards  and  a  low- 
interest  bank  loan  from  her  own  em- 
ployer. She  thinks  of  herself  as  neither 
outrageously  self-indulged  nor  a  credit 
card  junkie.  Molly  Christiansen,  nev- 
ertheless, owes  $13,000,  and  can't 
handle  her  payments. 

Ready  to  help  Christiansen  and  oth- 
ers in  similar  binds  is  an  informal 
network  of  some  200  independent 
credit  counseling  offices  across  the 
country.  They  are  nonprofit  oper- 
ations that  last  year  advised  120,000 
American  families,  half  specifically 
for  debt  management  assistance.  Mol- 
ly went  to  New  York's  Consumer 
Credit  Counseling  Service.  There,  for 
a  fee  of  $2.50  a  week  and  the  promise 
of  confidentiality,  a  counselor  ar- 
ranged a  program  to  repay  the  $13,000 
she  owes  to  eight  creditors.  (The  aver- 
age CCC  client  owes  $10,000.)  The 
first  step,  of  course,  was  to  get  Molly 
to  cut  up  her  credit  cards,  then  create 
a  budget  she  could  live  with.  In  some 
cases  CCC  must  reluctantly  advise 
that  a  client  seek  legal  assistance  for 
personal  bankruptcy. 

Molly  has  been  lucky.  In  four  years, 
for  a  $520  fee,  she  will  be  debt-free. 
Not  a  huge  amount.  In  many  states 
she  would  have  paid  private  credit- 
counseling  services  as  much  as  $2,760 
for  their  help.  Agencies  like  CCC  stay 
in  business  mainly  by  collecting  fees 
from  the  other  parties  they  help — the 
creditors.  CCC  gets  some  15%  of  the 
money  paid  to  each  creditor.  The 
creditor,  with  the  IRS'  blessing,  can 
then  consider  that  money  a  tax-de- 
ductible contribution. — William  Harris 
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THE  CLOSED  DOORS 

OF  JUSTICE 

ATLANTA,  Georgia  -  During  the 
trial  of  a  pornography  king  in  Rome,  Ga., 
the  judge  suddenly  ordered  the  doors 
of  justice  shut  on  the  public  and  their 
free  press  while  he  heard  the  testimony 
of  a  key  witness. 

Reporter  Neil  Craig  of  WXIA-TV, 
the  Gannett  television  station  in  Atlanta, 
objected.  He  read  into  the  record  a 
statement  of  protest  from  The  Gannett 
Card,  a  wallet-size  card  which  equips 
all  Gannett  newsstaffers  with  a  pre- , 
pared  plea  for  a  hearing  on  any  move 
to  close  a  courtroom  to  the  press  or 


the  public.  This  card  also  includes  a 
reminder  of  the  people's  First  Amend- 
ment rights  to  a  free  and  unfettered 
press. 

The  next  morning  WXIA-TV  sent 
its  legal  counsel  from  Atlanta  to  Rome 
by  helicopter  to  back  up  Craig's  pro- 
test. But  before  this  attorney  arrived, 
the  judge  reversed  his  decision  and 
reopened  the  courtroom  doors. 

The  quick  use  of  The  Gannett 
Card  by  reporters,  coupled  with  the 
capable  support  of  local  counsel,  has 
kept  courtroom  doors  open  to  Gannett 
reporters  in  11  of  15  cases  in  the  five 
months  following  the  U.S.  Supreme 
Court  decision  in  Gannett  v.  DePas- 
quale.  (This  decision  allowed  court- 
room doors  to  be  closed  in  certain 
cases.)  In  the  same  five-month  period, 
the  national  scoreboard  on  courtroom 
closings  has  been  more  frightening- 
only  42  of  107  were  decided  in  favor  of 
the  people  and  their  free  press. 

At  Gannett  we  believe  that  today, 


more  than  ever,  journalists  must  be 
prepared  to  move  quickly  and  effec- 
tively to  defend  the  public's  right  to 
know— the  cornerstone  of  our  rights 
as  a  free  people  in  a  free  society. 

At  Gannett,  we  have  a  commitment 
to  freedom  in  every  business  we  are 
in,  whether  it's  newspapers,  television, 
radio,  outdoor  advertising  or  public 
opinion  research. 

And  so  from  Chicago  to  Shreve- 
port,  from  Nashville  to  Niagara  Falls, 
every  Gannett  newspaper,  every  televi- 
sion and  radio  station  is  free  to  express 
its  own  opinions.  Each  is  free  to  serve 
the  best  interests  of  its  own  commu- 
nity in  its  own  way. 


Gannett 

A  World  Of  Different  Voices 
Where  Freedom  Speaks 


\bur  family  has  probably 
worn  Esmark 


But  the  label  you  see  is  Playtex®  a.  brand  proudly  dis- 
played and  sold  by  thousands  upon  thousands  of  fine 
stores  around  thf  world. 

No  wonder  Esmark's  International  Playtex  sells 
more  branded  bras  and  girdles  than  any  other  maker 
in  the  U.S.  and  France— products  also  among  the 
best  sellers  in  Great  Britain,  Canada,  Mexico  and 
Australia. 

Here  at  home,  Playtex  is  marketing  Givenchy 
Underdressings™  for  the  Playtex  International  Col- 
lection, while  Playtex  hosiery  has  grown  250%  since 
1977  with  thousands  of  new  outlets  added  in  recent 
months.  And  Playtex  household  rubber  gloves  and 
disposable  infant  feeding  systems  continue  as  market 
leaders. 

The  secret  to  Playtex's  success?  Quality  products 
aggressively  marketed— like  the  famous  Cross  Your 
Heart®  Bra.  And  Playtex  is  just  one  of  the  growing 
Esmark  companies  building  impressive  track  records. 

Food. 

Look  at  Swift  &  Company,  the  largest  producer  of 
branded  breakfast  meats  in  the  nation.  And  a  leading 
marketer  of  other  food  products,  including  Peter  Pan® 
Peanut  Butter,  Soup  Starter™  fixin's  for  homemade 
soup,  Firebrand®  Beef  Strips,  Butterball®  turkeys 
and  Lazy  Maple*  bacon. 

 High-fidelity  and  automotive  products.  

In  the  rapidly-growing  U.S.  automotive  speaker 
aftermarket,  Esmark's  subsidiary  Jensen  was  the 
innovator  and  still  the  leader.  Jensen  also  sells  high 
quality  in-dash  car  stereo  receivers,  with  cartridge 
or  cassette  player. 

And  there's  Esmark's  STP  Corporation,  which 
markets  STP®  branded  consumer  automotive  prod- 
ucts throughout  the  U.  S.  and  in  more  than  130  other 


countries.  Its  Gas  Treatment  helps  keep  carburetors 
clean,  and  to  energy  conscious  motorists,  that's  now 
more  important  than  ever. 

Energy. 

A  fully  integrated  producer,  refiner  and  marketer  of 
crude  oil  and  petroleum  products,  Vickers  Energy, 
is  another  of  Esmark's  growing  companies.  Vickers 
owns  TransOcean  Oil,  Inc.,  its  exploration  and 
production  arm. 

Chemicals  and  industrial  products. 

Vigoro®  is  one  of  the  brands  marketed  by  our 
chemicals  and  industrial  products  company,  Estech. 
Through  it,  Estech  is  helping  lawns  and  gardens  all 
across  America  put  on  their  loveliest  faces.  It's  also 
helping  farmers  increase  yields  with  Harvest  King* 
agricultural  fertilizers.  And  Estech's  adhesives,  coat- 
ings, dental  equipment  and  metal  stampings  serve 
other  markets. 

Esmark:  Brand-oriented,  consumer-conscious. 
With  each  of  its  recent  acquisitions  a  leader  in  its 
market  segment.  Shaping  the  fortunes  of  its  growing 
companies. 

 Esmark's  six  years  of  growth.  

Esmark  was  formed  on  the  foundations  of  Swift  & 
Company  and  became  fully  operational  in  mid-1973. 
Revenues  in  fiscal  1973  were  $4  billion.  By  fiscal 
1979,  they  had  increased  to  approximately  $7  billion. 
Net  earnings  in  the  sixth  year  of  its  corporate  life 
climbed  to  over  $90  million  versus  $48.8  million  in 
1973.  Total  assets  more  than  doubled  to  $2.4  billion. 
And  the  dividend  per  common  share  was  $1.84  in 
1979,  up  from  $.60  in  1973. 

Esmark,  Inc.,  55  East  Monroe  Street,  Chicago, 
IL  60603.  Ticker  symbol:  ESM. 


Bill  Anderson  survived  a  Japanese  prison 
camp,  but  can  be  survive  against  IBM?  The 
answer  so  far  is  a  triumphant  "yes. " 


Leading  NCR  out 
of  the  wilderness 


By  Harold  Seneker 

No  ONE  WOULD  HAVE  GIVEN  MUCH  for 

William  S.  Anderson's  chances  in  1943. 
A  Britisher  who  was  one-quarter  Chi- 
nese, he  was  captured  by  the  Japanese  in 
Hong  Kong  early  in  World  War  II  and 
interned  in  a  POW  camp  where  his  cap- 
tors regarded  him  as  an  inferior  breed  on 
both  sides  of  his  lineage.  By  1943  he  had 


lost  60  pounds  and  found  himself  in  the 
camp  hospital,  watching  men  next  to 
him  drown  in  the  fluids  building  up  in 
their  lungs  from  the  same  illness  he  had. 
Anderson  forced  himself  to  sit  erect  in 
his  sickbed  day  and  night,  the  only  way 
he  had  to  keep  his  lungs  clear  enough  to 
breathe,  saying  to  himself  over  and  over: 
"I  am  not  going  to  die."  Once  out  of  the 
hospital,  he  wangled  a  job  in  the  camp 


kitchen,  where  he  could  steal  the  fe* 
handfuls  of  rice  that  kept  him  fror 
starving. 

What  destroyed  many  had  tempere| 
this  man.  He  proved  to  be  the  logics 
choice  to  save  National  Cash  Register 
Co.  from  imminent  ruin  a  quarter-cen 
tury  later.  A  fellow  survivor  happened  t 
work  for  National  Cash  Register  and  ol 
fered  him  a  job  if  they  ever  got  out 
Anderson,  a  man  of  ruthless  rationalif 
but  apparently  no  grudges,  eventuall 
found  himself  running  the  company's  en 
tire  operation  in — Japan.  He  built  a  repu 
tation  for  brilliance,  for  drive,  and  fa 
being  very,  very  tough.  "With  my  healtl 
ruined,  I  didn't  expect  to  live  more  than , 
few  years  when  I  got  out,"  he  has  said.  " 
decided  life  was  too  short  to  do  anythinj 
but  speak  plainly  and  bluntly  to  people.' 

In  1972  the  directors  in  Dayton,  Ohii 
realized  that  old-line  National  Cash  Reg 
ister  was  in  deep  trouble.  Desperate,  thej 
reached  through  the  management  layers 
to  tap  Anderson  as  chairman  and  CEO. 

It  wasn't  a  pretty  picture.  The  stock) 
once  a  highflyer  at  60,  was  plunging  to  3C 
(in  the  dark  stock  market  days  of  1974  il 
would  touch  15),  and  1971  was  going  tc 
be  a  breakeven  year  at  best.  "We  couk 
see  no  way  of  avoiding  red  ink  in  1972; 
either,"  Anderson  recalls.  "And  that  wa^ 
before  the  writeoffs." 

National  Cash  Register,  quite  simply; 
was  sliding  toward  obsolescence.  Both 
NCR  Corp.  (as  Anderson  almost  immedi- 
ately renamed  it)  and  LBM  had  been  atn 
tracted  to  computers  in  the  early  1950s 
but  NCR  had  regarded  them  as  a  new^ 
fangled  sideline  to  its  real  business.  IBM; 
by  contrast,  switched  over  completely 
and  went  on  to  make  history.  In  1971 
NCR  was  still  clinging  to  its  past,  endlessi 
ly  refining  an  obsolete  electromechanica 
technology,  even  as  the  computer  revolu 
tion  was  on  the  verge  of  overwhelming 
it.  "We  would  go  to  them  and  describe 
exactly  the  kind  of  computerized  system 
we  needed,"  recalls  one  frustrated  repre-j 
sentative  from  Jewel  Cos.,  the  Chicago-i 
based  drugstore  and  supermarket  giant 
"Their  people  would  listen  politely  and 
then  tell  us  what  a  great  machine  the 
Class  V  cash  register  was." 

Anderson,  however,  had  been  pushing 
computers  in  the  Far  East  since  1958.  "1 
had  no  doubt  about  what  had  to  be 
done,"  says  Anderson,  "and  that  was  to| 
push  this  company  into  being  a  comput- 
er company  as  quickly  as  possible. 

"Fortunately  the  climate  was  right.  By 
1971  they  were  scared,  so  nobody  in  the 
company  really  resisted.  People  wanted 
somebody  to  tell  them  what  to  do." 

Which  Anderson  did.  "Complacency 
and  apathy,"  said  the  cold-eyed  image  of 
Anderson  on  a  videotape  that  went 
around  to  the  sales  force,  "these  are| 
NCR's  greatest  sins.  Until  we  see  a  re- 
turn to  profitability,  something  akin  to 
martial  law  will  be  in  effect  in  Dayton." 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"Idon'tdeal 
with  CNAs  computers. 

I  deal  with  CNAs  people.  A  big  insurance  company 

like  CNA  needs  its  computers. But  this  is  a  people  business. 
And,  to  help  me  and  my  clients  here  in  Lawrence,  I  need 
CNA's  people.  People  who  listen  when  I  tell  them  about  my 
clients'  special  problems.  People  I  can  count  on  to  come  back 
with  an  answer.  After  all,  it's  my  job  to  understand  my  clients' 
needs.  I  deal  with  CNA  because  they  have  people  who  are 
willing  to  do  the  same." 


Robert  Johnson 
Independent  Insurance  Agent 
Landreth,  McGrew  &  Johnson 
Lawrence,  Kansas 


INSURANCE  FROM 


OVA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


Given  a  chance,  you  can  help 
your  country  fight  inflation. 


0± 

\  ^^^^^ « 


Raymond  Cabrera, 
an  employee  at 
Bethlehem's  Los 
Angeles  Plant,  was 
awarded  a  new  car 
for  his  better  idea: 
reorganization  of  a 
product  storage  area 
to  provide  more 
efficient  customer 
service. 

Harry  Welcomer, 
who  works  at 
Bethlehem's  Steelton, 
Pa.,  Plant,  was 
awarded  $5,000  for 
his  better  idea:  a  new, 
adjustable  electrode 
for  an  automatic 
welding  machine. 


Joe  Holland  works 
at  Bethlehem's 
Boston  Ship  Repair 
Yard.  He  was 
awarded  a  new  car 
for  his  better  idea: 
a  method  for  using 
otherwise  lost  heat  in 
powerhouse  boilers. 

Joe  Dingus,  of  our 
Buffalo  Tank 
Division,  was 
awarded  a  new  car 
for  his  better  idea: 
an  inexpensive 
template  to  facilitate 
intricate  burning  of 
steel  plates  during 
fabrication. 


In  some  ways,  inflation  is 
like  the  weather:  everybody  talks 
about  it,  but  nobody  seems  to 
know  what  to  do  about  it. 

That  needn't  be.  At 
Bethlehem,  we  believe  our  "Take 
It  To  The  Top"  program  is  one 
step  in  the  right  direction.  By  offer- 
ing valuable  awards,  the  program 
encourages  employees  to  tell  us 
how  we  can  work  smarter  and 
cut  costs.  That  improves  produc- 
tivity. And  the  more  productive  we 
become  the  better  we  can  fight 
inflation. 

During  our  1978  program, 
our  employees  turned  in  more  than 
9,000  ideas  for  new  ways  of  work- 
ing smarter.  We  estimate  savings, 


Here's  your  chance. 


over  the  next  three  years,  of  more 
than  S15  million  solely  from 
suggestions  generated  by  that 
year's  program. 

"Take  It  To  The  Top" 
worked  so  well  for  us  in  78  that 
we're  doing  it  again  in  1980.  And 
there's  no  reason  why  it  can't 
help  other  Americans  contribute 
to  a  more  productive  America. 

Everybody  has  a 

better  idea 

Think  about  it.  Your  idea  for 
cutting  inflation  down  to  size  may 
be  a  way  of  doing  a  job  for  less 
money... of  getting  tools,  sys- 
tems, or  equipment  to  wrork  more 
productively. ..of  making  the 


nation's  tax  dollars  wrork  harder 
to  accomplish  more. 

Let's  all  take  it  to  the  top 

Your  better  idea  can  make  a 
difference.  That's  why  we've  left 
the  opposite  page  blank.  We  hope 
you  will  use  it  to  describe  your 
better  idea  and  then  send  it  to  some- 
one wrho  can  do  something  about  it. 
That  someone  may  be  President 
Carter. .  .your  boss. .  .your  governor. . . 
your  representatives  in  Congress...???? 

Your  idea  can  help.  And 
that's  reason  enough  to  take 
it  to  the  top. 

Bethlehem 

Working  Smarter 


ST  El 


I  

Dear 


I  want  to  help  our  country  fight  inflation  by  sharing  my  better 
idea  with  you. 


My  better  idea  is: 


Sincerely, 


L 


P.S.  Bethlehem  Steel  suggested  I  take  my  idea  to  the  top.  That's  you. 


Anderson  ordered  division  heads  to  sub- 
mit plans  to  reorganize  and  cut  staff 
within  three  months.  None  did. 

Anderson  was  not  going  to  stand  for 
passive  resistance.  Five  top  executives 
took  early  retirement.  Seven  took  new 
jobs  elsewhere.  Seven  more  were  demot- 
ed or  had  their  organizations  disappear. 
Anderson  went  on  from  there.  He  cut 
12,000  from  the  payroll.  He  wrote  off 
$135  million,  much  of  it  obsolete  inven- 
tory. Within  three  years  of  a  rough  Unit- 
ed Auto  Workers  strike  at  the  vast  cen- 
tral manufacturing  complex  in  Dayton, 
Anderson  cut  10,000  manufacturing  jobs 
there  and  spread  the  work  around  to 
plants  everywhere  but  Dayton. 

Then  he  reorganized  the  old-line  mar- 
keting force,  laboriously  retraining  each 
survivor  in  a  single  customer  category 
and  sometimes  even  in  a  single  prod- 
uct— the  method  used  by  IBM  and  Bur- 
roughs, and  by  Anderson  himself  in  Ja- 
pan. The  branch  managers — NCR  was  a 
worldwide  company  almost  from  its  in- 
ception— had  a  compensation  system 
that  was  completely  out  of  whack.  Some 
made  $100,000  a  year,  yet  "did  not  be- 
lieve in  the  necessity  of  making  a  profit. 
They  just  sold,  other  people  could  worry 
about  profit."  A  quarter  of  them  left. 

So  now  Bill  Anderson  has  a  computer 
company — properly,  a  computer-systems 
company — that  is  doing  very  well.  It 
took  in  $3.2  billion  worldwide  last  year 
and  netted  $234  million,  7.8%  aftertax, 
meeting  Anderson's  objectives  of  "15- 
15" — 15%  annual  volume  growth  and 
15%  pretax  profit.  Analysts  expect  last 
year's  $8.78  a  share  to  become  $10  this 
year.  The  stock  sells  in  the  70s.  It  is 
solidly  in  the  second  rank  of  computer 
companies  with  Burroughs  and  Sperry 
Univac  and  the  rest,  ahead  of  its  fellows 
by  some  measures,  behind  by  others,  al- 
ways behind  the  industry's  true  giant, 
IBM.  Debt,  once  a  risky  45%  of  capital, 
has  dropped  to  18%.  Return  on  equity  is 
a  healthy  17%,  the  highest  it  has  been  in 
years.  NCR  makes  more  money  out  of 
data  processing  than  old-timers,  like 
Honeywell,  Control  Data  and  Univac. 

NCR's  strong  point  is  its  terminals, 
the  electronic  replacements  for  its  tradi- 
tional cash  registers  and  accounting  ma- 
chines. On  the  manufacturing  side,  it  has 
a  joint  venture  with  Control  Data  and 
International  Computers  Ltd.  to  provide 
peripherals  like  printers  it  can't  yet  af- 
ford to  develop  wholly  in-house;  it  now 
manufactures  about  a  third  of  its  own 
chips,  especially  the  crucial  custom  de- 
signs it  needs  most;  eventually,  as  it 
grows,  more  peripherals  and  chips  will 
come  in-house.  NCR  recently  produced  a 
new  large-scale  central  computer,  finally 
completing  its  line  of  computers,  from 
minis  and  "intelligent  terminals"  to  the 
big  boxes.  "I  doubt  that  they'll  ever  make 
any  money  on  it,"  says  Thomas  J. 
Crotty,  a  vice  president  at  the  Gartner 


Group,  the  independent  computer-indus- 
try research  outfit,  speaking  of  the  big 
computer,  "even  though  in  some  ways  it 
is  one  of  the  most  advanced  in  the  indus- 
try. But  they  have  to  have  it  so  as  not  to 
lose  the  big-accounts  market — people 
like  Sears  and  Montgomery  Ward." 

Make  no  mistake  about  it:  neither 
Anderson  nor  the  company  can  afford 
to  rest  on  their  laurels.  About  a  third 
of  NCR's  business  is  in  one  traditional 
area,  retailing;  about  a  third  is  in  an- 
other, banking;  the  rest  is  thrown  to- 
gether into  a  division  as  awkward  as 
its  name:"CI/MEG" — commercial,  in- 
dustrial, manufacturing,  educational 
and  government.  In  all  these  fields, 
IBM's  size,  skill  and  aggressiveness  is 
driving  the  other  mainframe  producers 
to  seek  more  or  less  specialized  niches 
which  they  can  successfully  hold 
against  the  big  one. 

Banking  is  one  such  niche.  NCR  com- 
petes fiercely  but  successfully  with  Bur- 
roughs and  IBM.  In  retailing,  IBM  started 
competing  in  a  serious  way  in  1975  and 
now  is  making  noticeable  inroads:  A 
recent  order  by  Woolworth  for  8,000  IBM 
terminals  was  something  of  a  shocker. 
Yet  retailing  is  far  too  important  to  NCR, 
which  has  been  the  dominant  company, 
at  least  at  the  terminal  end,  to  give  up 
without  a  fight.  "We  are  attacking  and 
defending  in  retailing — and  banking," 
says  Anderson.  "But  in  CLMEG  we're 


not  doing  as  well  as  we'd  like." 

In  talking  with  NCR  top  brass,  one 
gets  the  clear  impression  that  the  com- 
pany is  looking  for  an  anchor  to  the 
windward — a  new  business  where  its  fi- 
nancial strength  and  technological  and 
marketing  knowhow  can  be  utilized 
without  having  to  fight  IBM  every  day  of 
the  year.  But  on  this  subject,  the  usually 
forthcoming  Anderson  becomes  vague. 
He  tosses  the  ball  to  his  president  and 
number  two  man,  Charles  E.  Exley  Jr., 
who  says  NCR  is  interested  in  entering  a 
big  new  area  but  does  not  go  into  specif- 
ics. "Maybe  insurance,"  Exley  says,  "or 
transportation." 

He's  quick  to  drop  the  conversation, 
and  Anderson  soon  wants  to  change  the 
subject.  He  sits  thoughtfully  in  the  ex- 
ecutive suite  in  the  spacious,  glass-and- 
quarry-tile  headquarters  building  he 
built,  amid  some  of  his  collection  of  the 
deceptively  delicate  art  of  the  Far  East, 
and  gets  back  to  his  favorite  subject:  "I 
want  this  company  to  be  looked  on  by 
everyone  as  a  first-class  computer  com- 
pany, with  none  any  better."  He  pauses, 
and  looks  intently  at  his  visitor.  "Now 
IBM  will  certainly  be  bigger  by  the  time  I 
retire  in  1984,  but  not  superior  to  NCR. 
That's  the  way  it  used  to  be  in  the  1950s, 
when  they  made  punched-card  equip- 
ment and  we  made  cash  registers  and 
accounting  machines. 

"And  it's  going  to  be  that  way  again. "  ■ 


Monford  Orloff  expanded  Evans  Products  too 
far  and  too  fast— but  he  has  also  nursed  the 
company  back  to  health  with  skill  and  verve. 

If  at  first  you 
don't  succeed, 
succeed  yourself 


By  Kathleen  K.  Wiegner 

On  the  banks  of  the  picturesque  Wil- 
lamette River  in  Portland,  Ore.  is  a 
handsome  20-story  red  brick  tower 
bearing  the  sign  "Benj.  Franklin  Sav- 
ings &  Loan."  If  the  fates  had  been 
kinder,  the  sign  would  have  read  "Ev- 
ans Products  Co." 

Evans  Products  was  ready  to  move 
into  that  just-completed  building  in 
1974.  The  move  would  have  been  a  fit- 
ting symbol  of  the  once-small  company's 


arrival  as  a  billion-dollar  building  materi- 
als company.  But  1974  was  the  wrong 
year  for  such  displays  of  confidence:  Ev- 
ans lost  $44  million  and  was  on  the  verge 
of  vanishing  under  a  flood  of  red  ink  and 
long-term  debt,  which  had  swelled  to 
$400  million.  Evans  sold  the  building  for 
$15  million  and  handed  the  proceeds  to 
its  lenders  as  part  of  a  massive  sale  of 
assets  to  keep  the  company  afloat. 

Today  Evans  is  again  healthy,  if  mod- 
estly headquartered  on  a  shabby  street 
near  downtown  Portland.  On  sales  esti- 
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nated  at  $1.5  billion  for  1979,  Evans 
nade  about  $62  million,  a  17%  increase 
n  profits  from  the  previous  year.  Around 
>6%  of  pretax  net  came  from  Evans' 
etail  building  materials  operations  and 
rom  the  manufacture  and  lease  of  rail 
:ars  and  truck  trailers,  businesses  that 
lave  been  booming.  Long-term  debt  has 
)een  cut  40%,  to  a  manageable  $240 
nillion,  and  Evans'  return  on  equity  is  a 
olid  22%  for  the  last  12  months.  The 
itock,  which  went  as  low  as  2,  is  up  to 


Orloff  stepped  aside,  turned  over  his  ti- 
tles to  a  hand-picked  successor  and  went 
off  to  London  and  another  career  with  a 
merchant  bank. 

By  summer  of  1974,  Orloff  was  home 
again.  Evans  was  in  trouble  and  Orloff, 
still  a  large  shareholder,  came  back  from 
London,  replaced  his  successor  and  be- 
gan putting  the  company  back  together. 
With  the  clear  vision  of  hindsight,  Orloff 
admits  where  he  went  wrong.  "We  came 
out  of  the  era  when  acquisition  for  the 


chairman  Monford  A  Orloff  of  Evans  Products 

Why  long-term  leases?  "We  are  not  a  company  that  likes  grave  problems. 


4.  Around  Portland,  Monford  A.  Orloff 
s  something  of  a  hero  for  rescuing  the 
leleaguered  company.  It's  only  fair  to 
dd,  however,  that  he  rescued  it  from 
rouble  he  helped  get  the  company  into. 

A  lawyer  by  training,  Orloff  started  at 
.vans  in  1961.  A  small  plywood  com- 
pany he  had  turned  from  a  money  loser 
nto  a  money  maker  was  acquired  by 
hen-Michigan-based  Evans.  Evans  at 
hat  time  was  a  smallish  forest-products 
ompany,  which  started  in  1915  selling 
vood  blocks  to  anchor  autos  to  rail  cars 
uring  shipping.  As  part  of  the  deal  Or- 
□ff  became  a  substantial  shareholder  (he 
iwns  503,000  shares),  and  within  a  year 
iad  maneuvered  himself  into  the  presi- 
iency.  Evans  was  losing  money  on  its 
100  million-a-year  sales,  but  Orloff  soon 
rimmed  money-losing  wholesale  oper- 
tions  and  then  went  on  an  acquisition 
linge.  Between  1965  and  1972  he  ac- 
uired  rail-car  manufacturing  operations, 

chain  of  retail  lumber  stores,  a  ship 
harter  business,  and  moved  the  com- 
pany into  factory-built  homes.  By  1972 
/vans  was  a  $938  million  (sales)  com- 
>any,  the  nation's  largest  producer  of 
aw-cost  factory-made  housing,  and  had 
he  second-largest  chain  (after  Wickes)  of 
luilding-materials  retail  stores.  Satisfied 
hat  Evans  would  continue  to  prosper, 


sake  of  acquisition  seemed  the  way  to  do 
things,  and  we  made  acquisitions  that 
were  not  really  germane.  We  were  also 
great  believers  in  leverage.  The  more  lev- 
eraged you  could  become  seemed  to  be 
the  answer  to  everyone's  prayers."  The 
recession  of  1974,  which  hit  housing  es- 
pecially hard,  put  an  end  to  many  such 
illusions,  including  Orloff 's. 

Credit  Orloff:  He  learned  his  lesson 
well.  Since  then  he  has  been  about  as 
hard-nosed  as  a  boss  can  be.  He  demands 
a  30%  pretax  return  on  assets  from  every 
operation,  and  if  he  doesn't  get  it  he 
considers  selling  the  business.  Nor  will 
he  make  any  acquisition  that  won't  yield 
30% .  His  first  moves  on  returning  to  his 
desk  in  Portland  were  to  get  rid  of  big 
chunks  of  business — including  wholesale 
building  materials,  ship  charters  and  mo- 
bile-home paneling. 

He  insists  that  growth  per  se  no  longer 
interests  him.  Only  profits  do.  "We  don't 
project  growth  rates,"  he  says  flatly.  "We 
only  project  that,  based  on  our  present 
rate  of  return  and  our  present  rate  of 
reinvesting  profits,  we  should  double 
profits  every  four  years."  He  looks 
straight  at  the  interviewer:  "That,"  he 
says,  "is  the  only  meaningful  statistic." 

What  remains  of  Evans  today  are  two 
major  groups,  retailing  and  the  transpor- 


tation and  industrial  group.  Retail  oper- 
ations consist  of  328  stores  in  20  states 
selling  everything  for  the  repair,  remod- 
eling and  new  construction  market  from 
lumber  and  plywood  to  paint  and  nails. 
The  purchase  of  40  Lindsley  Home  Care 
Center  stores  from  Lone  Star  Industries 
last  year  made  Evans  a  strong  competitor 
in  Florida,  the  third-largest  do-it-yourself 
market  in  the  U.S.  In  the  meantime, 
unprofitable  stores — or  ones  in  poor  loca- 
tions— have  been  closed. 

The  transportation  and  industrial 
group  manufactures  and  leases  rail  cars 
and  truck  trailers,  makes  components 
(such  as  boxcar  ends,  doors  and  brake 
beams),  and  includes  a  small  steel-cast- 
ing business.  Last  year  Evans  shipped  a 
record  5,000  rail  cars  and  6,500  truck 
trailers;  it  currently  has  a  backlog  in  rail- 
car  orders  totaling  $193  million.  Evans 
also  operates  a  fleet  of  26,000  rail  cars, 
one  of  the  U.S.'  largest  leased  fleets, 
which  it  puts  out  on  long-term  lease — 
not  the  riskier  per  diem  leases  favored  by 
companies  like  Itel.  "Per  diem  programs 
are  more  lucrative,"  Orloff  points  out, 
"but  if  you  don't  luck  out  you  have  a  very 
grave  problem.  We  are  not  a  company 
that  likes  any  grave  problems."  Here's  a 
man  who  hasn't  forgotten  the  pain  of 
1974  in  the  euphoria  of  1980. 

The  investment  tax  credit  allowed  on 
rail  cars,  plus  the  rapid  inflation  in  the 
price  of  cars,  have  turned  the  lease  oper- 
ation into  a  real  cash  machine  for  Evans. 
"In  1967,"  Orloff  explains,  "we  bought 
boxcars  for  around  $14,400.  Today  an 
identical  car  is  $41,000.  So  when  a  car 
comes  off  lease  we  can  lease  it  out  again 
at  its  new-car  depreciated  valuation."  A 
well-maintained  rail  car  may  last  30 
years,  and,  unlike  computers,  rail  cars  are 
not  subject  to  rapid  obsolescence. 

Orloff  has  significantly  reduced  Evans' 
home-building  activities.  In  1973  the 
company  delivered  almost  12,000  par- 
tially built  homes  (which  are  then  fin- 
ished by  the  home  owner  himself  or 
someone  he  hires  privately).  Last  year 
Evans  shipped  only  about  4,436  homes. 
The  company's  shelter  factories  are  con- 
centrating on  building  kitchen  cabinets 
and  aluminum  doors  and  windows  for 
sale  to  others.  "We  have  the  capacity  to 
build  8,000  homes,"  says  Orloff,  "but  our 
limiting  factor  is  not  to  be  overextended 
in  financing  home  sales." 

Does  Orloff  miss  the  fun  of  the  syner- 
gistic Sixties?  "It  was  exciting,"  he  says 
thoughtfully,  leaning  back  from  his  desk, 
"but  there  are  various  forms  of  excite- 
ment." Like  watching  the  profit  num- 
bers climb  a  hill,  he  means.  Evans'  sales 
volume  isn't  growing  like  it  was  a  decade 
ago,  but  profits  are  growing  faster.  In  the 
past  five  years,  sales  have  about  doubled; 
profits,  however,  have  quintupled.  Okay, 
so  he  doesn't  have  that  fancy  office 
building.  Look  what  he  does  have:  a  very 
solid  company.  ■ 
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A  revolutionary  RCA  TV  camera  discovers  new  N 
forms  of  life  9,000  feet  beneath  the  Pacific. 


Giant  tube  worms,  more  than  8  feet  long,  made  their 
television  debut  on  a  National  Geographic  special  thanks 
to  a  solid  state  RCA  TV  camera  that  has  no  tubes  at  all. 
This  tiny  TV  camera,  developed  by  RCA  scientists  and 
engineers,  isn't  much  bigger  than  a  home  movie  camera. 
It  uses  three  image  sensors,  called  CCD's  (Charged-Couple 
Devices),  in  place  of  standard  vidicon  tubes. 

The  image  sensors  turn  a  visual  image  into  thousands 
of  electrical  signals  which  are  processed  and  displayed  on  a 
TV  monitor  as  exceptionally  clear,  vivid  pictures. 

©  1979  RCA  Corporation 


The  CCD  Camera  is  a  product  of  RCA  research  - 
the  kind  of  dedicated  research  that  has  been  a  tradition  at 
RCA  ever  since  Nipper  started  listening  to  His  Master's 
Voice.  Today,  research  and  development  of  electronic 
products  are  funded  at  the  highest  level  in  our  company's 
history.  Our  commitment  is,  as  it  has  always  been, 
to  the  advancement  of  technology -to  the  creation 
of  products  that  expand  the  human  horizon,  whether 
at  9,000  feet  below  the  Pacific  or  millions  of  miles 
away  in  space. 


Small  business  and  big  business 
share  the  same,  tax  laws. 

Why  shouldn't  they  share  the 
same  accounting  firm? 


A  small  businessman  can't 
afford  to  have  lots  of  accounting 
and  financial  people  working 
full  time  for  him  on  things  like  tax 
planning.  As  big  businesses  do. 

But  there's  no  reason  why 
a  small  businessman  can't  at  least 
have  the  same  accounting  firm. 

The  fact  is,  we've  organized 
Deloitte  Haskins  &  Sells  to  give  a 
small  businessman  the  same  kind 
of  knowledgeable  advice  our 
bigger  clients  get. 

One  of  our  people,  an  experi- 
enced professional  who's  uniquely 
trained  in  small  business 

matters,  keeps  an 
eye  on 


-of?'** 


your  business,  and  works  closely 
with  you. 

And  if  the  need  arises,  he  can 
call  upon  other  professionals  in  our 
firm  for  their  specialized  know-how. 

Mind  you,  it's  not  only  a  ques- 
tion of  knowing  the  ins  and  outs  of 
the  tax  laws.  It's  knowing  the  ins  and 
outs  of  your  business,  and  ways 
to  help  you  improve  it. 

When  you  get  right  down  to  it, 
a  business  like  yours  probably 
needs  Deloitte  Haskins  &  Sells  every 
bit  as  much  as  big  businesses  do. 

Maybe  that's  why  so  many 
small  businesses  are  our  clients. 

For  a  brochure  that  explains 
more  about  how  we  serve  small  and 
growing  businesses,  call  our  local 
office.  Or  write  us:  Deloitte 
Haskins  &  Sells, 
1114  Avenue  of  the 

mericas,  New  York, 
New  York  10036. 


Deloitte 
Haskins  Sells 

Beyond  the  bottom  line™ 
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Vhat  makes  Dave  Schafer  better  at  applying 
jraham  and  Dodd  than  thousands  of  others? 
Discipline!"  he  replies  quickly. 

He  leaves  them 

even  if 
he  loves  them 


The  Money  Men 


ne  of  these  days  I'm  going  to  stop 
anking  out  earnings  estimates  for  pam- 
;red  money  managers,  and  I'm  going  to 
art  managing  my  own  portfolio."  What 
curity  analyst  hasn't  had  such 
loughts?  But  how  many  actually  do  it? 
ave  Schafer,  president  of  INCO  Capital 
ianagement  Corp.,  did.  Ten  years  ago 
;  was  just  a  lowly  drug  analyst  with 
*.W  Seligman,  some  of  whose  partners 
anage  big  closed-end  investment  Tri- 


Continental  Corp.  and  its  family  of  mu- 
tual funds.  Big  important  portfolio  man- 
agers with  bright  red  suspenders  used  to 
kick  sand  in  his  face  regularly.  But  not 
anymore.  Now  it's  Schafer  who  wears 
the  bright  red  suspenders.  Today  he's  in 
charge  of  two  portfolios  with  $120  mil- 
lion in  equities  that  have  consistently 
ranked  in  the  top  1%  of  the  A.G.  Becker 
rankings  for  the  past  four  years.  Better 
than  that  you  can't  hardly  do. 


Schafer,  an  amiable,  mild-mannered 
chap  of  40,  manages  most  of  Inco  Ltd.'s 
(formerly  International  Nickel)  pension 
fund.  He's  just  about  the  best  news  that 
ailing  Inco  has  had  since  1974:  In  No- 
vember of  that  year,  with  what  now 
looks  like  divinely  inspired  timing,  Inco 
management  decided  to  try  managing  at 
least  part  of  the  company's  pension  fund 
in-house  to  see  if  they  couldn't  improve 
performance — thus  joining  a  trend  that 
is  clearly  gaining  momentum  these  days, 
at  least  among  major  corporations.  INCO 
Capital  Management  proceeded  to  top 
the  charts  four  years  straight,  after  an 
excusably  overcautious  start  in  1975. 
Even  including  1975,  when  INCO's  fund 
was  up  just  27.4%,  vs.  37.1%  for  Standard 
&  Poor's  500,  Schafer  can  point  to  a 
cumulative  five-year  record  of  191.5% 
compared  with  the  S&P's  98.6%.  That 
works  out  to  an  annual  rate  of  return  of 
23.8%  for  INCO  Capital  Management, 
vs.  14.7%  for  the  S&P's. 

Schafer's  record  is  so  outstanding  that 
General  Telephone  has  taken  the  highly 
unusual  step  of  moving  a  preliminary  $20 
million  of  its  $2.2  billion  pension  fund 
over  to  INCO  Capital  Management  for 
expert  nurturing — marking  one  of  the 
very  few  occasions  when  one  nonfinan- 
cial  corporation  has  given  another  its 
pension  fund  for  management.  If  another 
big  corporation  pension  fund  feels  like 
hopping  on  the  bandwagon,  Schafer  says 
it  would  make  him  even  happier  up  there 


we  Schafer  of  INCO  Capital  Management 

fou  cant  say,  'Well,  it's  only  two  more  points. 
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The  first  $100  billion 

Was  it  ever!  It  took  an  enviable  list  of  clients.  A  lot  of  hard 
work.  A  whole  lot  of  people.  And  more  than  50  years. 

Now,  only  six  years  later,  Metropolitan  Life's  group  policy-' 
holders  have  added  a  second  $100  billion  to  their  group  life 
insurance  programs.  That  represents  a  lot  of  security  for  them, 
their  employees  and  families. 

We're  especially  proud  of  the  confidence  that  our  group 
policyholders,  and  brokers  and  consultants  across  the  U.S. 
and  Canada  have  shown  in  us. 

Sure  the  second  $100  billion  was  easier.  After  all,  we  had 
learned  a  lot  in  those  first  50  years.  But  doubling  $100  billion 
in  just  six  years  is  still  quite  an  accomplishment.  We  are 
grateful  to  our  satisfied  policyholders,  our  Metropolitan 
employees. . .  particularly  our  dedicated  group  representa- 


» always  the  hardest. 

?s  in  the  field. .  .and  everyone  else  who  made  this  possible, 
together,  we've  already  started  on  our  way  to  $300  billion 
^roup  life  insurance  in  force. 


Metropolitan 

Metropolitan  really  stands  by  you. 

LIFE/HEALTH/ AUTO/HOME/RETIREMENT  Metropolitan  Life  Insurance  Company 


The  Money  Men 


on  the  39th  floor  of  1  New  York  Plaza  in 
Manhattan. 

What's  Dave  Schafer's  secret?  Like  so 
many  other  money  managers  these  days, 
he's  strictly  a  born-again  Graham  and 
Dodd  man,  a  believer  in  "risk  aversion," 
a  devotee  of  undervalued  securities,  a 
plain  old  bargain  hunter.  The  basic  prin- 
ciple: "Suppose  the  S&P's  is  selling  at  10 
times  earnings  and  we're  expecting 
S&P's  earnings  per  share  to  be  up  10% 
this  year  and  next  .  .  .  not  our  forecast, 
by  the  way,  but  nice,  round  numbers. 
Okay.  We'll  buy  stocks  that  have  a  price/ 
earnings  multiple  way  below  10,  say  5 
times  earnings,  and  the  prospect  of  well 
above  10%  earnings  growth,  say  15%. 
Logic  says  you're  going  to  make  money 
that  way  over  the  long  run." 

Of  course,  it  requires  careful  analysis 
of  the  fundamentals  to  separate  compa- 
nies that  deserve  low  P/E  multiples  from 
those  which  have  simply  been  over- 
looked by  the  investing  masses. 

Ho  hum,  you  say.  So,  what's  new? 
Doesn't  everybody  look  for  undervalued 
stocks?  Yes,  but  what  distinguishes 
Schafer  from  the  masses  of  bargain  hunt- 
ers is  the  disciplined  way  he  operates.  A 
human  failing  especially  common  in  the 
stock  market  is  to  get  more  optimistic  as 
a  stock  goes  higher.  But  when  one  of 
Schafer's  "bargains"  goes  up  to  the  point 
where  its  multiple  is  average  rather  than 
subaverage,  he  sells.  Maybe  he  loves  the 
stock  even  more  than  when  he  bought  it. 
But  out  it  goes.  "I'm  not  saying  you  can't 
make  money  by  holding  that  stock  lon- 
ger," he  explains.  "I'm  just  saying  that's 
someone  else's  higher-risk  philosophy." 

He's  missed  some  winners  that  way, 
of  course.  He  sold  Harris  Corp.  at  29  in 
June  1978  and  it  is  now  37%.  But  since 
he  more  than  tripled  his  money  before 
selling  out,  he's  hardly  complaining. 

What's  this?  A  former  camp  follower 
of  the  pharmaceutical  industry  worship- 
ping Graham  and  Dodd?  As  a  drug  ana- 
lyst how  could  he  ever  have  put  out  a 
"buy"  recommendation  with  the  fancy 
multiples  that  industry  has  always  en- 
joyed? It  all  depends  on  where  you  sit.  "It 
sort  of  obsoletes  part  of  my  background," 
he  says  with  a  sheepish  grin.  (There  are 
no  drug  stocks  in  the  INCO  Capital  Man- 
agement portfolio.) 

"We  also  tend  to  stick  to  the  very  large 
companies,"  he  goes  on,  "because  you 
want  to  be  able  to  sell  when  you  want  to 
and  big  companies  are  easier  to  sell  than 
small  companies."  One  glance  at  his  ten 
largest  holdings  (50%  of  the  INCO  port- 
folio) makes  the  point:  Boeing  (the  larg- 
est), Marathon  Oil,  Levi  Strauss,  Amer- 
ada Hess,  Overseas  Shipholding,  Cessna, 
Northwest  Industries,  Standard  Oil  of  In- 
diana, McDonald's  and  Kroger. 


Here  again,  Schafer  has  done  an  about- 
face.  "I  used  to  love  to  do  special  situa- 
tions work  on  smaller,  more  exciting 
companies  when  I  was  an  analyst,"  he 
admits.  "You  get  to  know  the  manage- 
ment, find  out  what  makes  them  t'ick, 
but  a  lot  of  times,  despite  the  best  of 
intentions,  you  can  be  a  100%  loser  in 
those  companies.  They  just  haven't 
stood  the  test  of  time. 

"You  know,"  he  says  thoughtfully, 
"you  really  don't  have  an  investing  phi- 
losophy as  an  analyst.  I  went  out  and 
tried  to  do  a  good  fundamental  analytical 
job  and  I  was  not  nearly  so  concerned 
about  whether  the  stock  was  a  buy  or  a 
sell."  For  that  reason,  now  that  Schafer 
has  reversed  roles,  he  studiously  ignores 
whether  an  analyst  is  recommending  a 
buy  or  a  sell  on  any  given  stock.  He 
wants  the  analyst  to  tell  him  whether  it's 
a  good  company  or  a  poor  company, 
whether  it  is  turning  around  or  turning 
down,  how  it  compares  with  its  com- 
petitors. But  whether  it  is  a  buy  or  not  is 
his  decision.  He  explains  why:  "The  Nif- 
ty Fifty  probably  includes  45  of  the  best 
companies  in  America.  But  people  lost 
an  awful  lot  of  money  in  those  stocks. 


"The  recession  will  probably 
be  a  little  worse  than  maybe 
most  people  are  expecting 
.  .  .  but  I  think  1 500  on  the 
Dow  is  very  conceivable  in  the 
not  too  distant  future." 


The  key  is  discipline.  You've  got  to  stick 
to  your  philosophy  and  not  let  your  emo- 
tions run  away  with  you  and  say  'Well, 
it's  only  two  more  points.  .  .  .'  " 

Schafer  is  practicing  what  he  preaches 
right  now  on  Jewel  Cos.  He'd  dearly  love 
to  buy  more  but  the  stock  is  just  out  of 
range  and  he's  sitting  on  his  money.  "I 
don't  feel  like  chasing  it  at  this  point," 
he  says  quietly.  "If  it  moves  back  we'll 
buy  more."  Overseas  Shipholding  Group 
is  another. 

He  is  equally  patient  waiting  for  his 
chicks  to  hatch.  "Boeing  was  a  dull  stock 
all  last  year,"  he  says,  "but  sometimes 
you  have  to  sit  with  these  things."  He 
concedes  the  temptation  to  sell  was 
there.  After  all,  INCO  Capital  bought 
Boeing  in  December  1977,  at  19,  and  all 
last  year  the  stock  was  stuck  in  the  mid- 
408.  Surely  it  had  topped  out.  Why  not 
cash  in  on  a  137%  gain?  "Because  the 
stock  is  still  selling  at  less  than  the  mar- 
ket multiple,"  Schafer  replies  evenly, 
"because  earnings  went  up  far  faster  than 
the  share  price."  At  last  glance  Boeing 
was  trading  at  close  to  63. 

Schafer  has  been  waiting  about  as  long 
for  Cessna  to  take  off.  "They  have  in- 
credible backlogs  for  their  Citation  jets 
and  their  turboprop,"  he  explains.  "With 
the  airlines  dropping  a  lot  of  cities  from 


their  routes  and  companies  building 
plants  in  increasingly  remote  locations, 
company  planes  are  just  becoming  more 
and  more  feasible."  He  concedes  he  may 
have  been  a  bit  premature  with  the 
stock:  "They  had  some  problems  with 
one  of  their  planes  last  year  and  came  in 
with  lower  earnings  than  we  had  fore- 
cast. But  this  year,  no  matter  what  hap- 
pens to  the  economy.  .  .  ." 

Every  now  and  then  Dave  Schafer 
makes  a  mistake.  "Singer,"  he  says, 
holding  up  his  index  finger  to  signal  the 
advent  of  a  maxim.  "Never  buy  a  turn- 
around! One  of  the  guys  I  use  as  an  ana- 
lyst, and  he's  a  superb  analyst,  was  wrong 
in  assuming  that  the  turnaround  had  al- 
ready begun  there.  And  maybe  I  was  a 
little  greedy.  .  .  .  We  bought  it  last  year  at 
13 'A  at  4  times  estimated  earnings, 
thinking  they  had  $4-a-share  earning 
power  .  .  .  and  I'm  not  so  sure  they 
don't.  But  there  are  just  a  lot  of  problems 
in  the  company."  Schafer  subsequently 
sold  out  around  8  xh . 

He  attributes  setbacks  like  Singer  not 
to  weakness  in  his  philosophy  but  to 
insufficient  information  on  which  to 
make  a  judgment.  For  this  reason  he 
would  like  to  have  more  money  under 
management.  "If  I  have  more  commis- 
sion dollars  it  will  give  me  access  to 
more  research,"  he  explains.  "We  don't 
want  to  get  so  much  money  under  man- 
agement that  it  negatively  affects  every- 
one, but  given  the  fact  that  we're  invest- 
ing in  big  companies  with  billion-dollar- 
plus  capitalizations,  I  think  the  upper 
cutoff  for  this  fund  would  be  somewhere 
around  $500  million." 

What  does  1980  look  like  to  the  champ 
of  corporate  pension  funds?  "A  recession 
that  probably  will  be  a  little  worse  and 
possibly  later  than  maybe  most  people 
are  expecting,"  Schafer  replies  quickly. 
But  to  a  bargain  hunter  that's  an  opportu- 
nity. "Right  now  we're  watching  compa- 
nies like  Nucor,"  he  says.  "I  wouldn't 
buy  it  here.  Not  until  it  dips  below  30. 
But  there's  a  company  with  a  very  high 
rate  of  return  in  a  very  mundane  busi- 
ness— steel  joists.  Nonunion.  Very  solid 
financially.  And  about  a  32%  return  on 
equity — for  a  steel  company." 

Another  company  he  might  buy  into  if 
it  has  a  bad  year  is  Allegheny  Ludlum, 
"because  of  the  titanium  for  the  aircraft 
market,"  he  explains.  "It's  in  very  tight 
supply.  You  look  at  Boeing's  backlogs 
and  how  long  it  takes  to  get  titanium  on 
stream.  .  .  ." 

Recession  or  no,  Dave  Schafer  is  just 
about  as  bullish  on  the  stock  market  as 
he's  ever  been.  "I  think  1500  on  the  Dow 
is  very  conceivable  in  the  not  too  distant 
future,"  he  says  cheerfully.  Of  course, 
Dave  Schafer  may  be  suffering  from  an 
excess  of  positive  reinforcement  lately, 
but  you've  got  to  listen  to  a  guy  who  has 
been  a  top  performer  for  four  years 
running.— Geoffrey  Smith 
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Williams  has  invested  $650  million 
to  expand  its  fertilizer  subsidiary... 
and  it's  paying  off. 

Agrico  Chemical  Company,  a  Williams  subsidiary,  is  one  of  the  world's  largest  most 
efficient  miners,  manufacturers  and  marketers  of  fertilizer.  Since  1974,  Williams  has 
invested  over  $650  million  in  capital  expenditures  to  expand  and  upgrade  Agrico's 
manufacturing  and  mining  facilities,  and  this  commitment  is  paying  off  in  the  form  of 
improved  returns.  Not  only  do  Agrico's  modern  facilities  now  have  50  percent  greater 
production  capacity,  but  they  are  more  cost  effective  and  their  product  mix  better  comple- 
ments Agrico's  marketing  strategy  to  manufacture  and  sell  value-added  fertilizer  products. 

Fertilizer  demand  is  increasing  and  Agrico  is  now  well  prepared  to  meet  growing 
worldwide  demands  for  this  vital  product.  Without  fertilizer  the  United  States  would  achieve 
only  about  two-thirds  of  its  present  crop  yields.  With  fertilizer  we  are  the  world's  best  fed 
people  and  its  largest  exporter  of  food. 

Williams  is  more  than  a  fertilizer  company;  it  is  also  a  leader  in  two  other  basic  and 
essential  industries  —  energy  and  metals.  We've  also  expanded  our  involvement  in  these  two 
businesses  considerably  since  1974  to  achieve  a  more  favorable  corporate  balance.  We 
planned  it  that  way,  and  our  strategy  is  paying  off  in  the  form  of  improved  returns. 

To  learn  more  about  our  growing  company  (WMB-NYSE);  our  balanced  diversity  in 
fertilizers,  energy  and  metals;  and  our  strong  earnings  picture  for  the  '80s,  write  Lawrence 
R.  Francisco,  manager-investor  relations,  The  Williams  Companies,  One  Williams  Center, 
Tulsa,  OK  74172. 

Williams  is  worth  watching  in  the  '80s 

THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 


Agrico  Chemical  Company  ■  Edgcomb  Metals  Company 
Williams  Exploration  Company  ■  Williams  Pipe  Line  Company 
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7or  four  years,  ABC  has  been  king  of  the  TV 
ill  But  remember  what  they  say  about  being 
lice  to  the  people  you  meet  on  the  way  up? 


Gulp! 


By  Thomas  Jaffe 


James  Rosenfield,  president  of  the 
CBS  Television  Network,  was  on  a 
business  trip  in  Hawaii  in  late 
?78  when  the  phone  rang  and  a  panicky 
lice  from  back  East  informed  him  that 
s  Syracuse,  N.Y.  affiliate,  WTVH,  was 
>out  to  defect  to  ABC.  So  much  for  fun 
i  the  sun. 

A  few  weeks  later  Rosenfield  had 
llled  CBS'  chestnuts  from  the  fire  in  a 
;ctic  meeting  with  the  station's  brass 
.  New  York.  He  persuaded  WTVH  to 
ay  in  the  fold.  But  two  other  big-city 
BS  affiliates  did  defect.  Another  nine 
ations  in  the  top- 100  markets  have  de- 
rted  NBC.  Where  did  they  go?  To  ABC, 
111.  Since  it  vaulted  into  first  place  in 
Le  Nielsen  ratings  in  1976,  the  former 
eak  sister  of  the  networks  has  turned 
to  Jaws  3-  All  across  the  land,  it  has 
:en  courting  the  biggest  TV  stations,  so 
r  with  considerable  success. 
In  sheer  numbers  of  stations,  ABC  has 
)t  gained  all  that  much.  Four  years  ago 


it  had  182  affiliates;  now  it  has  204, 
trailing  NBC's  213  and  tied  with  CBS. 
But  numbers  don't  tell  the  whole  story. 
Quality — which  in  TV  means  the  sta- 
tions with  the  biggest  audience — counts 
for  even  more,  and  in  quality  ABC  has 
been  steadily  trading  up.  In  many  areas 
where  it  had  the  number  three  station, 
ABC  has  tried  to  dump  its  old  affiliate 
and  woo  the  number  one  or  number  two 
away  from  its  rivals — using  its  stunning 
ratings  victories  as  bait.  In  1979,  for  ex- 
ample, an  overall  1%  change  in  market 
share  would  have  generated  $42  million 
in  additional  revenue.  Roughly  $38  mil- 
lion of  that  would  be  profits — nearly  10% 
of  the  networks'  entire  pretax  income  for 
the  year. 

But  there's  nothing  staler  than  yester- 
day's ratings,  and  ABC  already  has 
slipped  a  bit.  Its  new  affiliates  won't  nec- 
essarily switch  back  at  the  drop  of  a 
Nielsen.  For  one  thing,  affiliation  con- 
tracts ordinarily  are  for  two  years.  More- 
over, switching  can  confuse  and  alienate 
viewers  and  cost  a  station  dearly. 
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tieral  Manager  George  Anderson  of  WTIV-TV  in  Jacksonville,  Fla. 
s'd  rather  switch  than  fight;  but  what  about  the  viewers? 


What's  becoming  clear,  however,  is 
that  the  real  winners  in  the  network 
battle  have  been  the  affiliates,  all  of 
them.  For  years  they've  been  trying  to 
force  up  "compensation" — the  fees  the 
network  gives  them  for  carrying  net- 
work programming.  With  all  three  net- 
works in  a  dogfight  for  affiliates,  that 
money  has  risen  since  1976  from  $265 
million  to  $332  million  in  1979,  to  an 
estimated  $360  million  this  year. 

An  example  of  the  new  affiliate  lever- 
age is  WTEN  in  Albany,  N.Y.,  which  had 
received  $1,549  an  hour  as  a  CBS  affiliate 
in  1975.  WTEN  got  a  36%  raise  to  $2,100 
when  it  switched  to  ABC.  In  self-de- 
fense, NBC  promptly  raised  compensa- 
tion to  its  Albany  affiliate,  WRGB,  near- 
ly $900,  or  54%.  The  broadcasting  busi- 
ness being  what  it  is,  almost  all  of  this 
money  goes  to  the  bottom  line.  See  what 
they  mean  when  they  say  that  a  TV 
license  is  a  license  to  print  money? 

The  competition  has  been  fiercest  in 
the  100  biggest  of  the  nation's  211  mar- 
kets, which  hold  about  86%  of  the  na- 
tional TV  audience.  It's  there  that  ABC 
found  good  hunting.  After  generations  of 
being  top  dogs,  CBS  and  NBC  had  grown 
rather  high-handed  and  complacent  in 
their  treatment  of  their  affiliates.  Says 
one  station  manager:  "General  Sarnoff 
used  to  go  around  to  his  NBC  radio  sta- 
tions holding  a  gun  to  their  heads,  say- 
ing, 'If  you  don't  join  us  in  television  I'll 
yank  you  out  of  the  radio  network.'  ABC 
paid  more  attention  to  affiliates,  and 
NBC  didn't  react  fast  enough."  But  as 
they  say  in  show  biz:  Be  nice  to  people 
you  pass  on  the  way  up;  you  may  be 
meeting  them  again  on  the  way  down. 

ABC  seems  to  have  forgotten  that  old 
saying.  The  stations  it  dumped  to  sign  up 
market  leaders  are  plenty  bitter.  When 
WTHR  in  Indianapolis  was  dropped  after 
22  years,  Vice  President-General  Man- 
ager Chris  Duffy  carried  a  silver  wine 
cooler  commemorating  WTHR's  20th 
anniversary  as  an  ABC  affiliate  out  be- 
hind his  transmitter  and  riddled  it  with  a 
shotgun.  "I  drilled  that  sonuvabitch  right 
through  the  middle,"  says  Duffy,  a  Ma- 
rine major  in  the  active  reserves.  Duffy's 
station,  number  three  in  Indianapolis,  is 
now  hooked  up  with  NBC.  Or  listen  to 
Duane  V.  Eastvold,  who  is  general  man- 
ager of  longtime  ABC  affiliate  WTVK  in 
Knoxville,  Tenn.,  dumped  by  the  net- 
work last  year:  "I  worked  for  ABC  affili- 
ates for  17  years;  they  were  always  plead- 
ing with  us  to  promote  them.  Every  mes- 
sage from  New  York  smelled  like 
perfume.  Now  this." 

Videolndiana,  Inc.,  WTHR's  owner, 
filed  a  $33  million  lawsuit  against  ABC 
and  McGraw-Hill,  Inc.,  parent  of  WRTV, 
the  rival  station  that  took  over  the  ABC 
affiliation.  The  suit  charges  that  in  1977 
McGraw-Hill  switched  its  station  in  San 
Diego  from  NBC  to  ABC,  with  a  kicker 
tied  into  the  agreement  that  whenever  it 
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Robert  C.  Watts.  Jr.  State  Treasurer 


Don't  Expect  A  State 
That  Can't  Balance 

Its  Own  Budget  To  Be 
Good  For  Business. 

Many  of  the  states  making  a  hue 
and  cry  for  new  husiness  would  do 
well  to  pay  more  attention  to  their  own. 

Certainly,  our  experience  here  in 
Virginia  over  the  past  200  years  would 
suggest  that  a  halanced  state  budget 
creates  the  best  climate  for  business. 

It  encourages  lower  corporate  taxes, 
so  that  industry  does  not  have  to  pay 
tor  the  financial  sins  oi  government. 

And  second,  businessmen  know- 
that  they  can  expect  support  from  a 
government  that  plays  by  the  same 
rules  and  faces  the  same  bottom  line. 

If  you  want  the  best  location  for 
your  company,  look  at  the  business 
climate  in  Virginia.  And  remember  that 
probably  no  other  state  has  balanced 
its  budget  for  as  long  as  we  have.  Just 
contact  the  Division  of  Industrial 
Development,  Richmond.Va.  23219. 

Virginia 


MAPCO  IS 
OIL,  BUT... 


Oil  is  only  a  part  of  the 
MAPCO  picture.  This  inte- 
grated energy  company  also 
produces  and  markets  coal, 
gas  and  gas  liquids,  operates 
LPG  and  anhydrous  am- 
monia pipelines,  retails  LPG 
and  liquid  fertilizer  and  pro- 
duces sonic  instrumentation 
devices. 

For  a  closer  look  at 
MAPCO's  diversification  and 
profitable  growth,  write  for 
our  current  report. 


Dept  P.  1800  S  Baltimore  Ave 
Tulsa,  Oklahoma  74119 
SYMBOL  MDA  •  NYSE 
MWSE  •  PSE 


wanted  to  change  its  Indianapolis  affiln 
ation  as  well,  the  network  would  dump 
WTHR.  McGraw-Hill  says,  "We  think) 
it's  a  silly  suit,  totally  without  merit.  BuC 
we  will  fight  it  to  the  fullest  extent  it 
takes  to  win." 

But  the  best  revenge  is  doing  well,  and| 
many  of  the  stations  so  unceremoniously 
booted  out  by  ABC  haven't  done  all  that] 
badly.  In  November's  Arbitron  ratings 
sweeps,  for  example,  Knoxville's  WTVK 
averaged  42%  better  with  NBC,  Eastvold 
says,  than  it  did  last  year  with  ABC; 
while  the  new  ABC  affiliate,  WATE-TV,' 
was  down  29%.  What  does  ABC  say  to 
this?  "I  won't  kid  you,  I'm  disappoint- 
ed," admits  James  E.  Duffy,  president  oft 
the  ABC  Television  Network.  "But  the 
switch  took  place  after  the  fall  season 
had  started.  So  they  simply  had  no  time 
to  come  up  with  a  promotion  campaign. 
Remember,  too,  one  ratings  book  doesn't! 
tell  the  whole  story." 

The  fact  is,  switching  networks  can 
mean  quite  an  adjustment  for  viewers. 
That's  why  WTLV-TV  in  Jacksonville, 
Fla.  negotiated  an  early  release  from  an 
NBC  affiliation  contract  up  for  renewal 
next  September  to  prepare  its  audience 
for  its  switch  to  ABC.  For  this  it  may  pay 
a  price:  losing  the  prestige  that  goes  with 


"ABC    was    always  pleading 
with  us  to  promote  them.  Ev- 
ery message  smelted  lUce  per- 
fume. Now  this." 


broadcasting  the  Summer  Olympics — 
providing  they  are  held.  Its  competitor, 
WJKS-TV,  on  the  other  hand,  will  be  kept 
on  with  ABC  just  long  enough  to  show 
the  Winter  Olympics,  and  will  have 
switched  over  to  NBC  in  time  for  the 
Moscow  Games — plugging  its  viewers 
right  into  NBC's  new  fall  schedule 
through  all  the  extra  promotion  the  net- 
work airs  during  those  weeks. 

So,  ABC's  victory  in  the  ratings  has 
been  a  mixed  blessing.  All  the  networks 
pay  their  affiliates  better  and  the  affili- 
ates are  more  aware  of  their  own  power. 
Larry  Rhodes,  manager  of  the  CBS  affili- 
ate in  Syracuse  that  soured  Jim  Rosen- 
field's  Hawaiian  sojourn,  is  glad  he  didn't 
switch.  His  station  is  now  number  one 
in  its  market,  with  earnings  of  about  $2 
million  a  year  on  S7  million-plus  in  sales. 
"All  that  stuff  about  national  ratings  and 
being  with  the  'network  of  the  future' 
may  help  get  your  reputation  puffed  up," 
Rhodes  scoffs.  "But  that  doesn't  mean 
spit.  All  you  really  give  a  damn  about  is 
what's  going  on  in  your  own  market. 

"Anyway,  who  knows?  Maybe  you're 
affiliated  with  whatever'll  be  the  number 
one  network  three  or  four  years  from 
now  and  don't  even  know  it."  Rhodes' 
conclusion:  It's  better  to  fight  the  leader 
than  to  switch  to  him.  ■ 
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As  I  See  It 


n  economics  as  in  military  affairs,  the  U.S. 
as  lost  much  of  its  old  ability  to  bring  pres- 
ure  to  bear  on  the  outside  world. 


Economic 
sanctions:  an 
obsolete  weapon? 


inceton.  political  science  professors  Henry  Bienen  (left)  and  Robert  Gilpin 

ithout  our  monopolistic  markets  of  the  past,  are  sanctions  only  symbolic? 


'as  President  Carter  wise  to  invoke 
:onomic  sanctions  against  the  Soviet 
nion  and  Iran?  Sanctions  are  an  old 
merican  tradition,  but  they  won't  work 
l  the  modern  world  and  are  self-defeat- 
ig  to  larger  U.S.  aims.  So  argue  two 
'inceton  professors,  Robert  Gilpin  and 
enry  Bienen,  who  made  a  major  study 
r  a  large  corporation  on  the  historic 
npact  of  this  U.S.  policy.  Gilpin  is  Ei- 
nhower  Professor  of  International  Af- 
irs  and  author  of  U.S.  Power  and  the 
ultinational  Corporation.  Bienen  is  di- 
ctor  of  the  Woodrow  Wilson  School's 
esearch  Program  in  Developmental 
udies  and  a  consultant  to  the  State 
epartment.  They  were  interviewed  for 
drbes  in  Princeton  by  Norman  Gall. 
Gall:  President  Carter  isn't  the  first 
.S.  chief  executive  to  try  economic 


sanctions  as  a  substitute  for  sending  in 
the  troops. 

Gilpin:  The  role  of  economic  sanc- 
tions in  American  foreign  policymaking 
really  goes  back  to  the  19th  century.  One 
of  the  first  foreign  policy  acts  of  the  U.S. 
was  the  effort  to  use  economic  sanctions 
against  the  British  in  the  War  of  1812. 

In  contrast  to  Europe  and  Japan,  the 
U.S.  has  a  strong  proclivity  to  use  eco- 
nomic measures  to  promote  human 
rights  or  to  exert  influence  in  other  coun- 
tries. I  think  there  are  several  reasons  for 
it.  One  is  the  fact  that  throughout  most 
of  our  history  there  was  an  asymmetrical 
relationship  between  ourselves  and  other 
countries.  Other  countries  wanted  our 
goods  more  than  we  wanted  theirs.  In 
the  19th  century  it  was  wheat,  and  then 
as  we  industrialized  it  was  American 


technology — and  we  did  have  the  better 
mousetrap  to  sell — and  other  countries 
wanted  the  grain  and  our  technology.  At 
the  same  time,  we  were  self-sufficient 
economically. 

Now  the  situation  has  changed  dra- 
matically. We  are  much  less  self-suffi- 
cient and  there  are  very  few  areas  today 
where  we  have  monopolistic  power. 
Sanctions  do  not  work  unless  you  can 
have  some  sort  of  market  monopoly  po- 
sition, and  we  don't  have  that  any- 
more— not  even  in  grain. 

In  the  past  we've  imported  goods 
mainly  on  a  cost  basis.  Then  the  big 
change  came  with  the  end  of  World  War 
II,  in  minerals.  The  U.S.  shifted  from  its 
role  as  an  overall  mineral  surplus  produc- 
er to  become  a  net  importer.  Oil  is  the 
first  commodity  where  you  would  really 
have  a  major  change  in  the  American 
economy  if  those  foreign  materials  were 
unavailable. 

Bienen:  Economic  sanctions  are  fre- 
quently potent  as  symbolic  political  acts, 
because  they  appear  to  be  consequential. 
Whether  they  are  potent  as  a  weapon  to 
coerce  is  very  doubtful.  We've  looked  at 
the  cases  of  Rhodesia,  Cuba  and  the 
sanctions  imposed  by  the  League  of  Na- 
tions against  Italy  in  1935,  and  they  all 
failed.  I  don't  think  anyone  in  the  U.S. 
government  really  believes — the  Presi- 
dent stated  this  himself — that  today 
sanctions  would  compel  the  Soviet 
Union  to  withdraw  from  Afghanistan. 
Nor  do  I  think  anyone  really  believes  that 
this  present  Iranian  government — who- 
ever is  making  decisions  in  Iran  on  the 
hostages — will  be  very  much  affected  by 
economic  sanctions.  But  politicians  see 
sanctions  as  a  statement  of  American 
commitment,  an  attempt  to  appear 
strong,  to  say  something  to  America's 
allies  and  our  own  domestic  constituen- 
cies, rather  than  a  means  to  coerce  other 
countries. 

Gall:  The  Europeans  and  Japanese 
aren't  giving  us  much  support  in  this 
symbolic  act. 

Gilpin:  Our  allies  are  much  more  de- 
pendent upon  this  trade  than  we  are. 
They  also  believe  that  such  symbolic 
acts  really  are  not  very  meaningful,  that 
the  costs  are  greater  than  the  advantages 
of  using  sanctions  as  a  way  of  stating 
your  protests. 

They  also  have  been  the  recipients  of 
such  sanctions,  and  thus  they  are  very 
sensitive  as  well.  The  Japanese,  after  all, 
are  very  much  aware  of  the  fact  that  the 
prelude  to  World  War  II  was  economic 
sanctions  against  Japan. 

Gall:  Okay.  We've  talked  about  sanc- 
tions as  a  symbolic  act  for  consumption 
at  home  and  as  an  alarming  situation  for 
our  allies.  What  about  its  effect  on  its 
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supposed  target  country  or  area? 

Gilpin:  The  theory  of  economic  sanc- 
tions is  that  they  will  cause  a  split  within 
the  leadership  of  a  country,  or  between 
the  leadership  and  the  masses  of  people. 
But  in  almost  all  cases,  it's  been  the 
opposite.  What  you  have  is  really  a  rally- 
ing-around-the-flag  response  in  these 
countries. 

Gall:  Let's  talk  about  grain.  Isn't  this 
one  area  where  we  really  can  hurt  the 
Soviet  Union  with  an  embargo? 

Bienen:  First  of  all,  with  grain  there's 
nothing  that  tells  you  very  much  about 
point  of  origin.  I  suppose  you  could  tell 
where  certain  strains  of  wheat  come 
from,  but  basically  you  can  transship 
grain.  The  real  question  would  be  wheth- 
er countries  are  willing  and  able  to  police 
their  own  grain  exports. 

Even  if  you  get  Canada  and  Australia 
and  Brazil  and  Argentina  to  agree  not  to 
ship  directly  to  the  Soviet  Union,  there's 
nothing  that  says  they  can't  ship  to 
Czechoslovakia  or  Poland  who  then  can 
ship  to  the  Soviet  Union.  Sanctions 
don't  cut  off  the  commodity  to  the  im- 
porting state.  What  they  do  is  raise  the 
cost.  The  question  is,  how  much  do  they 
raise  the  cost?  That  really  depends  on  the 
supply  and  demand  for  the  particular 
commodity. 

Gall:  Well,,  as  you  have  said  elsewhere, 
the  U.S.  remains,  long  run,  one  of  the 
world's  few  dependable  sources  of  grain 
exports.  Doesn't  this  translate  into  real 
power  for  the  U.S.? 

Bienen:  It  is  a  power,  and  that's  why, 
for  all  the  talk  about  the  limited  aspects 
of  sanctions,  this  is  a  weapon.  It  will  cut 
different  ways,  but  I  also  was  trying  to 
suggest  that  a  relatively  rich  and  relative- 
ly powerful  country  like  the  Soviet 
Union  is  going  to  be  able  to  protect  itself 
more  than  most  other  countries.  What 
we've  seen  is  that  even  relatively  vulner- 
able countries  like  Cuba  or  Rhodesia  un- 
der the  Smith  government  have  been 
able  to  buy  and  import  sanctioned 
goods — either  because  a  country  like  the 
Soviet  Union  bailed  out  Cuba,  or  in  the 
Rhodesian  case,  suppliers  were  willing  to 
take  advantage  of  the  markets  and  sell  at 
a  higher  price,  and  South  Africa  helped 
bail  them  out.  So  that  you  have  to  ask 
who  is  vulnerable  and  who  is  relatively 
invulnerable,  and  while  the  U.S.  does 
have  a  food  weapon,  and  while  the  Soviet 
Union  will  incur  some  additional  cost,  it 
will  be  able  to  shift  around  its  imports.  It 
will  be  able  to  change  its  own  consump- 
tion patterns  to  some  extent.  The  Sovi- 
ets will  pay,  of  course,  but  it's  not  the 
kind  of  cost  that's  going  to  be  really 
tremendous  for  them. 

Gall:  I'm  really  intrigued  by  some  of 
the  trade  patterns  that  are  emerging  with 
the  Russians  and  some  of  the  Latin 
Americans,  and  the  kind  of  diplomacy 
that  the  Paissians  conduct  in  Latin 
America  compared  with  our  own.  The 


Russians  were  saddled  with  sending  all  of 
this  oil  to  Cuba  over  maybe  a  10,000-to- 
1 5,000-mile  tanker  route.  The  Cubans 
now  have  been  able  to  establish  diplo- 
matic relations  with  Venezuela,  and  now 
the  oil  is  being  sent  from  VenezuelaMn  a 
triangular  trade.  The  Russians  pay  for  it 
and  it  goes  on  a  very  short  route,  and  it 
strategically  is- a  very  convenient  rela- 
tionship. There  are  a  lot  of  demands  on 
Russia's  domestic  oil  supplies,  not  only 
internally  but  from  the  satellites  as  well. 
They  also  try  to  earn  some  foreign  ex- 
change by  exporting  oil. 

My  question  is,  how  do  the  Russians 
differ  from  us  in  trade  strategy,  in  atti- 
tude toward  embargoes? 

Bienen:  Well,  one  thing  I  think  is  very 
clear  is  that  the  Russians  have  a  lot  of 
flexibility  as  you've  just  pointed  out,  be- 
cause they  don't  have  to  worry  about 
domestic  constituencies'  effect  on  their 
trade.  They  don't  have  to  worry  about 
human  rights  concerns,  whether  or  not 
they're  going  to  do  business  with  Chile 
or  Argentina.  As  a  prudent  country, 
they'll  try  to  extend  their  sources  of  sup- 
ply and  their  markets  for  exports. 


We  are  much  less  self-sufficient 
and  there  are  few  areas  today 
where  we  have  monopolistic 
power.  Sanctions  do  not  work 
unless  you  can  have  some  sort 
of  market  monopoly. 


Gilpin:  There's  a  larger  consideration 
here  and  that  is  the  U.S.  is  increasingly 
perceived  as  an  unreliable  trading  part- 
ner. President  Carter  initially  said  that 
he  would  seek  to  minimize  the  impact  of 
political  considerations  on  trade  policy 
in  order  to  stimulate  greater  exports.  But 
the  Carter  Administration,  of  course,  has 
not  followed  through  on  this. 

Bienen:  It  seems  to  me  that  over  the 
last  years,  if  anything,  the  U.S.  has  ex- 
tended the  range  of  issues  on  which  it's 
willing  to  impose  trade  sanctions.  The 
Soviet  invasion  of  Afghanistan  is  one 
thing.  One  can  think  about  that  as  really 
high  policy.  Major  geopolitical  and  stra- 
tegic interests  are  at  stake.  One  can  say 
this  is  an  act  of  naked  aggression,  and 
one  shouldn't  sit  still  for  it.  Something 
has  to  be  done.  Everyone  wants  to  hear- 
ken back  and  say,  well,  if  only  someone 
had  stood  up  and  had  acted  against  Ger- 
many in  the  late  Thirties,  things  might 
have  been  different. 

But  aside  from  invasions  of  sovereign 
states,  the  U.S.  has,  in  the  last  few  years, 
imposed  sanctions  on  a  range  of  human 
rights  issues,  in  a  number  of  countries. 
We've  imposed  sanctions  to  combat  ter- 
rorism by  imposing  export  restrictions 
to  Libya,  for  example,  because  Qaddafi 
has  been  supporting  terrorism  in  differ- 
ent countries. 


What  is  an  appropriate  response?  On 
how  many  issues  are  you  going  to  do 
this?  Have  you  got  a  policy  tool  which  is 
really  sensitive  enough  to  handle  issues 
like  human  rights  and  terrorism  through 
trade  sanctions  policy?  I  myself  am  very 
skeptical,  and  the  problem  is,  also,  what 
targets  do  you  pick  out  to  deal  with  on 
these  issues? 

On  the  question  of  human  rights,  a  lot 
of  the  pressure  has  come  from  Congress, 
which  imposed  a  rider  to  prohibit  trade 
with  Uganda  on  an  agreement  to  replen- 
ish funds  for  international  lending  agen- 
cies. This  was  not  something  the  Execu- 
tive wanted — in  fact,  the  Secretary  of 
State  argued  against  this,  but  it  was  a 
congressional  decision. 

I  don't  mean  to  suggest  that  one  should 
not  be  concerned  with  human  rights  is- 
sues, and  one  shouldn't  try  to  find  appro- 
priate policy  responses  to  violations  of 
human  rights.  Those  violations  seem  to 
me  to  be  consequential  matters  that 
Americans  are  and  should  be  concerned 
with.  The  question  is,  what  are  the  ap- 
propriate tools? 

Gilpin:  We  are  using  economic  sanc- 
tions and  using  economics  in  foreign 
policy  on  a  broad  range  of  issues,  at  the 
same  time  that  the  U.S.,  in  terms  of  its 
larger  national  interest,  is  simply  going 
to  have  to  export  more.  You  just  can't 
reconcile  all  these  things  that  we're  do- 
ing. They  just  don't  add  up. 

The  U.S.  must  define  what  its  inter- 
ests are,  defend  those  interests  and  not 
flip-flop  around,  because  the  perception 
the  rest  of  the  world  has  right  now  is  that 
we're  rudderless.  If  nothing  else,  the  Rus- 
sians have  demonstrated  they  know 
what  their  interests  are  and  they're  will- 
ing to  act.  There's  nothing  in  interna- 
tional politics  like  success  to  strengthen 
your  position  and  your  reputation.  At  the 
end  of  World  War  n,  the  U.S.  defined  as  a 
major  objective  of  American  policy  the 
depoliticization  of  international  eco- 
nomics. We  did  so  for  three  reasons.  One 
is  we  saw  that  before  World  War  II  politi- 
cal relations  were  increasingly  having  a 
destructive  influence  upon  the  world 
economy  and  helped  cause  the  war.  Sec- 
ond, we  saw  our  interests  in  terms  of  an 
open  world  economy.  Third,  we  saw  an 
open  world  economy  as  a  way  of  binding 
us  to  our  European  and  Japanese  allies. 

What  is  going  on  right  now?  We  are 
the  ones  who  are  violating  our  own  com- 
mitment to  an  open  world  economy, 
more  than  any  other  country  in  the 
world  today.  We  are  the  ones  politicizing 
the  world  economy  more  than  any  oth- 
ers— not  the  Soviet  Union,  but  the  U.S.  I 
think  that  in  terms  of  our  long-term  ob- 
jectives it  is  not  in  the  interest  of  the 
U.S.  to  have  an  increasing  infringement 
of  political  factors  and  objectives  on  the 
world  economy  since  we  must  export  to 
live  and  are  no  longer  self-sufficient  in  oil 
and  other  strategic  materials.  ■ 
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"Oilwell"  was  born  in 
1862,  soon  after  the  first  com- 
mercial well  was  developed  in 
America.  For  nearly  half  a  cen- 
tury it's  been  a  part  of  the  U.S. 
Steel  family,  and  today  it's  one  of 
our  busiest  members. 

Through  this  division  we 
directly  serve  the  booming  energy 
industry.  Worldwide.  We  manufacture 
a  broad  range  of  machinery  and 
equipment  for  the  drilling  and  produc- 
I  tion  of  petroleum  and  natural  gas. 

Oilwell  pumps,  for  example,  have 
long  been  regarded  as  reliable  work- 
horses for  drilling  and  production.  They 
are  used  extensively  in  the  refining,  chemi- 
cal and  mining  industries,  too. 

Based  on  our  long  experience  in  the 
"oil  patch,"  we  also  offer  know-how  in  the 
form  of  engineering  and  maintenance  serv- 
ices. Near  major  drilling  and  producing  areas 
of  the  United  States,  Canada,  and  overseas, 
you'll  find  Oilwell  field  stores.  The  typical  store 
stocks  about  6,000  different  items — tools,  parts, 
accessories — with  another  15,000  available  on 
order. 

The  development  of  new  reserves  of  energy  is 
critical  to  the  economic  health  of  the  whole  Western 
world.  Because  Oilwell  is  a  major  contributor  to  this 
effort,  it  is  also  a  major  asset  of  U.S.  Steel. 

Experience. 
It's  one  of  our 
strengths. 


United  States  Steel.  600  Grant  St.,  Pittsburgh,  PA  15230 


TRADEMARK 


GREAT  BUILDERS  OE  AMERICA 


John  A. 
Roebling 


Washington 
Roebling 


May  24,  1883:  the  spectacular  Brooklyn  Bridge  opens.  And  engineers  call  it:  "The  Eighth  Wonder  of  the  World.'" 

The  Roeblings  and  the  Brooklyn  Bridge. 
It's  time  for  a  new  age  to  begin. 

When  the  Brooklyn  Bridge 
opened  in  1883,  our  nation 
celebrated.  The  world's  first 
modern  suspension  span  was 
up.  And  remains  today  a  monu- 
ment to  Roebling  ingenuity. 
Throughout  history,  America's  great  building  projects 
have  contributed  to  the  growth  and  prosperity  of  our  country. 
America's  bridges  now  need  help  in  a  big  way.  One  out 
of  five  is  obsolete  or  structurally  deficient.  The  time  has 
come  for  us  to  rehabilitate  them  or  build  new  ones.  And  the 
sooner  we  act,  the  less  costly  it's  going  to  be. 

Lone  Star  is  America's  leading  cement  company.  We're 
also  one  of  the  biggest  and  most  successful  suppliers  of 
aggregate  and  ready-mix  concrete  for  construction. 
Lone  Star  Industries,  Inc.,  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830.  A  great  American  builder. 


irlONESTAR 


The  night  we  went  to  the  moon. 


One  in  a  series  of  paintings  by  Joseph  Csatan  depicting  Tart  Broadcasting  Activities 


Television  coverage  of  the  first  moon 
landing  brought  families  together  all 
across  America.  And  our  television  sta- 
tions helped  make  this  event  possible. 

At  Taft  Broadcasting  Company,  tele- 
vision is  just  one  of  ways  we  combine 
community  service  with  earnings  growth. 
We're  in  the  business  of  providing  in- 


formation and  entertainment  to  the 
American  family. 

And  it's  a  great  business  to  be  in. 
With  radio  and  TV  stations,  Hanna- 
Barbera  Productions  and  themed  amuse- 
ment parks,  we're  in  some  of  the  best 
growth  industries  around. 

For  the  down-to-earth  details  on  our 


history  making  performances,  send  a 
note  on  your  letterhead  to: 
Mr.  John  T.  Lawrence,  Jr.,  Taft  Broad- 
casting Company,  1906  Highland  Avenue, 
Cincinnati,  Ohio  45219. 


Broadcasting  Company 


Informing  and  entertaining  the  American  family. 


eres  nerve  for  you:  Bob  Taylor  is  betting 
Imost  all  of  Minnetonkas  capitalization  on 
single  advertising  campaign. 


Softsoaping 
P&G 


The  Up-And-Comers 


1  Taylot  of  Minnetonka 

they  can  do  it,  I  can  certainly  do  itt' 


"Procter  &  Gamble  has  no  magic  for- 
mula," says  Bob  Taylor,  staring  belliger- 
ently over  a  great  brown  mustache.  A  lot 
of  P&G's  bruised  competitors  wouldn't 
agree,  but  Taylor's  bravado  is  not  entire- 
ly unjustified.  He  runs  a  little  $25  million 
(sales)  outfit  called  Minnetonka,  Inc., 
which  is  spending  $6  million  on  an  ad- 
vertising campaign  to  launch  a  new  soap 
designed  to  compete  directly  against 
Dial,  Ivory  and  Camay  on  the  nation's 
supermarket  shelves. 

Poor  Taylor,  you  say?  Save  the  sympa- 
thy. Taylor  has  a  new  product — Softsoap, 
a  liquid  soap/conditioner  that  one  pumps 
from  a  designer  dispenser,  priced  at 
about  $1.50.  This  premium-priced  prod- 
uct has  been  holding  a  stunning  5%-to- 
9%  market  share  against  the  big  soap 
bars  in  test  cities  like  Minneapolis,  Mil- 
waukee, Denver  and  Dallas. 

Taylor,  who  went  to  the  Stanford  Busi- 
ness School  and  pounded  the  pavement 
for  Johnson  &  Johnson  in  spots  like  Tole- 
do, Ohio,  professes  not  to  find  this  espe- 
cially surprising.  "I'v*  always  had  confi- 
dence in  my  business  skills,"  he  says. 
"When  you  meet  people  in  large  corpora- 
tions you  kind  of  grade  yourself  against 
them  and  you  get  the  feeling,  'If  they  can 
do  it,  I  can  certainly  do  it.'  " 

Well,  no  one  ever  said  entrepreneurs 
were  modest. 

Of  course,  it  hasn't  all  been  perfume 
and  soap  bubbles  since  1964,  when  Tay- 
lor, then  26,  founded  Minnetonka  on  just 
$3,000. 

"It  was  nearly  impossible!"  says  Tay- 
lor. "I  mean,  it  was  a  bear  cat!"  (an  oft- 
heard  colloquialism  at  Minnetonka,  con- 
noting a  challenging  assignment). 

"I  picked  soap  because  I  knew  the  gift 
stores  were  buying  fancy  European  soaps 
where  they  had  no  continuity  of  supply," 
Taylor  explains.  "There  were  no  domes- 
tic manufacturers  of  any  consequence  in 
gift  soaps.  And  I  figured  soap  is  soap:  If 
you  had  good-looking  packaging  you 
wouldn't  have  to  have  an  advertising 
budget  in  the  gift  trade,  which  is  looking 
for  unique  ideas." 

Trouble  was,  none  of  the  big  soapers 
made  soap  of  the  type  Taylor  needed  for 
old-fashioned  hand-rolling.  "When  I 
went  to  the  major  soap  companies  and 
told  them  what  I  wanted  to  do,  they  said 
it  was  impossible  because  soap  is  now 
made  in  a  French-milled  technique," 
says  Taylor.  "What  I  wanted  was  called 
'cold-process  soap,'  made  by  an  ineffi- 
cient process  they  no  longer  use." 

Taylor's  reaction:  "Bullshit!  If  my 
grandmother  could  make  soap,  /  can 
make  soap!"  So  he  hit  the  local  library 
and  began  researching.  Granny,  he  dis- 
covered, had  made  soap  in  a  kettle  by 
mixing  animal  fat,  coconut  oil  and  pot- 
ash over  a  flame  and  then  cutting  the 
cooled  results  with  a  butter  knife.  Taylor 
bought  a  Bunsen  burner  and  a  few  beak- 
ers and  began  searching  for  a  soapy  sub- 
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stance  soft  enough  to  mold  by  hand,  and 
yet  hard  enough  to  sell  as  a  soap  bar. 
After  many  weeks  the  indefatigable  Tay- 
lor found  what  he  was  looking  for.  Unfor- 
tunately he  didn't  have  any  cash  left  to 
buy  equipment. 

Never  mind,  he  figured.  Misery  loves 
company.  He  flew  to  Waterloo,  Iowa, 
where  Rath  Packing  was  losing  money 
hand  over  fist.  "I  called  the  president  of 
the  company,  laid  my  packages  on  the 
boardroom  table  and  said,  'How'd  you 
like  to  take  your  tallow  and,  instead  of 
selling  it  as  a  commodity,  render  it  right 
into  soap  that  I'll  buy  from  you  at  a 
higher  price?'  "  Taylor  recalls.  "He  was 
desperate.  He  said  yes.  So  they  bought 
$10,000  worth  of  kettles  and  I  showed 
them  how  to  make  soap." 

Talk  about  elbow  grease.  Rath  was 
cranking  out  soap  in  60-pound  blocks 
that  Taylor  had  to  get  cut  down  into 
hand-size  chunks  for  hand-rolling.  "It 
wasn't  that ; soft."  recalls  the  lanky  Taylor 
with  a  slight  grimace  at  the  remembered 
effort.  "I  bired  these  guys  with  big  mus- 
cles. I  mean  it  seems  so  bizarre.  .  .  ." 

Things  continued  to  look  a  bit  bleak 
until  one  day  Taylor  stumbled  upon  a 
used  sausage-casing  machine  in  Minne- 
apolis. Aha,  he  said  to  himself,  extrude 
the  60-pound  soap  blocks  through  the 
sausage-shaped  hole  and  voild!  softer 
soap.  It  worked. 

Meanwhile,  Taylor  had  appointed  a 
team  of  manufacturer's  reps  to  sell  his 
growing  product  line  across  the  country. 
By  1968  he  was  selling  to  all  major  de- 
partment stores  in  every  state,  doing  half 
a  million  dollars'  worth  of  business. 

At  this  point  Taylor  had  outgrown  his 
original  backing — $40,000  from  a  Min- 
neapolis venture  capitalist  group.  So  in 
1968  Minnetonka  raised  $300,000  under 
a  Regulation  A,  intrastate-only  authori- 
zation. Four  years  later,  Minnetonka 
went  public  on  the  over-the-counter  for 
$3.5  million.  Now  Taylor  was  rolling.  He 
has  more  than  doubled  volume  every 
year  for  nine  years  straight. 

Minnetonka's  Village  Bath  product 
line  now  numbers  in  the  hundreds. 
There  are  herbal  glycerine  soaps,  fruit- 
scented  bath  oils,  Professor  Taylor  hand 
and  body  lotions  and  seaweed  bubble 
baths.  There  are  Aspen  Glow  spray  co- 
lognes, scented  candles  in  a  can  and  Lip 
Lickers  Lip  Balm  in  various  flavors. 
There  is  the  Chicago-brand  line  of  shav- 
ing products.  Nor  have  the  kids  been 
neglected.  Minnetonka  has  the  Dirty 
Kids  line  of  children's  bath  products, 
which  include  imaginative  animal - 
shaped  Super  Soap  Varmits  in  train  pack- 
ages, bubble  bath  finger  paints  and  the 
ever-popular  Punch-A-Putty  soap. 

"One  spring  we  introduced  78  prod- 
ucts," Taylor  says.  "Unbelievable!" 

Such  success  does  not  go  unnoticed,  of 
course.  "At  one  point  we  had  39  different 
companies  competing  directly  against  us 
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at  Village  Bath,"  says  Taylor.  "They  just 
came  out  of  the  woodwork  like  moths. 
That  was  in  1968-72.  Since  then  they've 
all  withered  except  for  Hallmark — it 
doesn't  do  real  well.  And  Lenox  China — 
their  Carolina  Soap  and  Candle  business 
doesn't  do  real  well  either.  The  mistake 
they  all  make  is,  they  want  to  come  in 
and  compete  argainst  us  right  across  the 
board  when  we're  an  agglomeration  of 
product  ideas  that  has  taken  15  years  to 
develop.  They  try  to  create  the  stuff  at 
one  fell  swoop,  you  know,  and  you  just 
can't  do  that.  Any  more  than  you  can 
grow  up  all  at  once." 

Taylor  wasn't  content  to  dominate  the 
gift  trade.  "We  wanted  to  be  a  $100  mil- 
lion-sales consumer-product  company," 
he  explains,  "and  we  didn't  feel  that  Vil- 
lage Bath  was  going  to  get  us  there  by 
itself."  It  was  just  a  niche. 

So  Taylor  began  broadening  his  base. 
When  juicy  orders  suddenly  came  in 


"I  was  covering  my  ass,  trying 
to  get  the  hell  out  of  Califor- 
nia and  close  our  German  and 
Canadian  distribution  cen- 
ters. Milkmaid  was  beginning 
to  plateau  and  so  was  Village 
Bath.  And  the  bank  was 
breathing  down  our  necks." 


from  European  department  stores  like 
Magazine  zum  Globus  AG  in  Zurich  and 
Harrods  in  London,  he  went  to  the  Inter- 
national Frankfurt  Fair.  His  booth  was  so 
swamped  there,  despite  his  utter  igno- 
rance of  Goethe's  native  tongue,  that 
Taylor  immediately  hired  a  European 
manager  who  had  worked  for  Avon. 

Next,  Minnetonka  acquired  a  far 
smaller  supplier  of  the  gift-store  trade 
named  Claire  Burke,  a  producer  of  herbal 
potpourri  and  scented  sachets.  "We're 
taking  it  and  repositioning  it  as  a  product 
line  of  fine  fragrances  for  the  home,  sell- 
ing it  through  department  and  gift 
stores,"  Taylor  explains. 

When  American  Home  Products 
bought  Woolite  and  attempted  to  sell  it 
through  grocery  stores  as  well  as  depart- 
ment stores,  a  small  company  called 
Miraq  correctly  figured  that  department 
stores  would  drop  Woolite  and  intro- 
duced its  own  cold  water  soap  in  lingerie 
departments.  "They  were  doing  very 
well  in  the  upper  Midwest  but  didn't 
have  the  money  or  the  marketing  know- 
how  to  go  national,"  says  Taylor,  "so  we 
bought  them.  We  hope  to  be  the  Woolite 
of  the  Eighties." 

Finally,  Minnetonka  attempted  to 
copy  Avon  and  Mary  Kay  with  a  direct- 
sales  approach  based  in  drugstores.  It  was 
called  Milkmaid.  "We  would  take  the 
druggist's  cosmetics  girl,  or  his  wife,  and 
teach  her  how  to  sell  cosmetics  at  home 
on  a  party-plan  basis,"  says  Taylor. 


He  even  bought  a  city  block  in  Monte 
rey,  Calif. — an  eyesore  that  had  been  thd 
American  Tin  Cannery  about  15  years 
before — with  plans  of  restoring  it  like 
Ghirardelli  Square  in  San  Francisco.  It 
was  to  be  both  West  Coast  distribution 
center  and  a  Valhalla  for  Milkmaid  sales 
women  ("win  a  week  at  the  Cannery") 
"We  wanted  to  add  a  little  pizzazz,  i 
little  glamour,"  says  Taylor. 

In  fact,  that  cannery  very  nearlyl 
caused  the  death  of  Minnetonka.  In  Oc 
tober  1974,  Minnetonka's  real  estate 
brokers  were  about  to  wrap  up  permai 
nent  financing  for  the  project.  "The  day| 
the  deal  was  to  be  closed,  the  Arabs  put 
the  first  oil  embargo  on,"  says  Taylor 
"So  our  would-be  backers  said,  'We're! 
not  putting  money  into  areas  you  have  to 
get  to  by  car.'  We  couldn't  get  any  other 
financing."  Good-bye  to  that  project. 

But  that  was  just  the  beginning  of  the) 
troubles.  One  of  Minnetonka's  bestsell- 
ing  products,  a  line  of  fruit-theme  sham- 
poos, was  copied  by  Gillette  and  Clairol 
"I  can  remember  when  I  saw  the  Clairo 
knockoff  of  our  shampoo  I  thought 
those  sons  of  bitches:  We  create  the  con 
cept  and  they  take  it  to  the  marketplace  I 
We  were  selling  it  in  gift  stores  and  de  1 
partment  stores,  and  when  they  movecll 
theirs  into  drugstores  and  food  stores  oui 
line  just  withered. 

"I  was  covering  my  ass,"  Taylor  goes 
on.  "I  was  trying  to  get  the  hell  out  o 
California.  I  was  trying  to  close  down  oui 
German  and  Canadian  distribution  cen 
ters,  both  of  which  were  losing  money 
Milkmaid  was  beginning  to  plateau.  We 
decided  to  get  out  of  the  direct-selling 
business.  Our  Village  Bath  business  was 
starting  to  plateau  because  management 
was  spending  too  much  time  on  real  es 
tate  and  overseas  operations.  And  the 
bank  was  breathing  down  our  necks  say- 
ing, 'You  owe  us  $3.5  million  and  maybe 
you  should  start  thinking  of  a  merger.' 

"I  mean  it  was  a  bitch."  Taylor  glowers. 
"You're  trying  to  keep  yourself  pumped 
up  and  create  new  products.  Yet  you're 
firing  people  by  the  hordes.  I'll  tell  you:  I 
went  to  Stanford  and  I've  listened  to  a  lot 
of  people,  but  there  is  something  about 
going  through  it  yourself  that  I  wouldn't 
trade  with  anyone.  It  really  taught  me 
how  to  make  money,  because  I  bad  to." 
From  13%  and  a  price/earnings  multiple 
that  was  close  to  40,  Minnetonka  com- 
mon sank  to  Vz  by  1974.  Three  years  of 
losses  totaling  $3.2  million  cut  Minne- 
tonka's equity  to  less  than  half  of  what  it 
was  in  1972;  not  until  1978  did  equity! 
get  back  to  1972  levels. 

But  Taylor  didn't  retrench  for  long,  i 
When  a  new  Minnetonka  dispenseri; 
called  the  Incredible  Soap  Machine, 
priced  at  $4.95,  started  taking  off  in  gift  j 
stores,  Taylor  decided  to  go  for  the  brass. | 
ring.  "I  felt  here  was  another  strawberry,  I 
lemon,  peach  and  green  apple  shampoo,"  t 
he  says,  "except  that  this  time,  goddamn 
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we're  not  going  to  let  Gillette  or 
irol  take  it  away  from  us." 
ike  P&G  or  Colgate,  Minnetonka  put 
product  before  "focus  groups,"  where 
lples  of  shoppers  are  quizzed  by 
ned  professionals  on  new  products. 
i  verdict:  "Great  work  but  way  too 
ensive — and  sell  it  to  us  through  the 
:ery  stores."  When  Minnetonka 
le  back  with  the  present  Softsoap, 
;ed  at  $1.50,  the  ladies  said:  "Go." 

0  Minnetonka  put  together  a  televi- 

1  commercial  and,  using  food  brokers 
ler  than  its  own  sales  force,  launched 
product  in  grocery  stores  in  Milwau- 
,  Minneapolis  and  Indianapolis.  "We 
e  absolutely  astounded  at  the  suc- 
>,"  says  Taylor.  "We  put  it  right  in  the 
soap  section  and  it  climbed  as  high 
^%  of  the  market  and  then  held  a 
stant  5.8%-to-6%  share  of  market  of 
bar-soap  business.  In  contrast  Dial, 
market  leader,  has  about  15%;  Ca- 


may has  just  4%.  We  found  the  same 
thing  taking  place  in  other  cities.  It  was  a 
little  over  10%  of  our  business  last  year 
and  it  will  be  a  lot  more  next  year  when 
we  go  national." 

Can  little  Minnetonka  possibly  have 
the  financial  stamina  to  stay  the  course 
against  the  giant  soapers?  Taylor  says 
yes.  He  figures  the  $6  million  he'll  spend 
on  advertising  over  the  next  eight  or 
nine  months  compares  favorably  with 
the  $8.5  million  Armour  &.  Co.  spent  to 
support  market  leader  Dial  last  year.  Al- 
ready Taylor  is  working  on  a  family  of 
Softsoap  follow-ups,  some  involving  new 
packaging  concepts  he  will  test  first  in 
the  gift  and  department  store  markets. 

But  Taylor  denies  that  he  is  betting  his 
company  on  Softsoap.  "If  this  product 
falls  flat  on  its  face — if  it  does  terribly — 
it'll  still  do  $10  million  for  us,"  he  says 
confidently,  gazing  at  the  mounting  pile 
of  Softsoap  cartons  on  his  desk. 


Then  he  grins  and  plays  his  ace:  "Sure, 
the  large  soap  companies  will  get  into 
the  business,"  he  concedes.  "They're  all 
working  on  liquid  soaps  right  now.  But 
the  major  soap  companies  have  one 
problem:  When  they  start  selling  this 
type  of  product  they're  telling  the  cus- 
tomer it's  better  than  their  bar  soap." 

The  tax  loss  carryforwards  that  helped 
give  Minnetonka  a  28.3%  return  on  equi- 
ty in  1978  have  now  been  used  up.  The 
$6  million  Taylor  is  spending  to  launch 
Softsoap  is  about  equal  to  the  company's 
total  capitalization.  The  competition  is 
as  tough  and  predatory  as  ever.  But 
Taylor  doesn't  feel  he  has  time  to  slow 
down  and  consolidate  his  gains.  He 
knows  he's  not  going  to  get  from  $25 
million  to  his  $100  million  goal  if  he 
doesn't  take  big  chances.  If  he  hadn't 
taken  big  chances  he  would  probably  still 
be  selling  Band-Aids  somewhere  in  the 
Middle  West—  Geoffrey  Smith 


iters  Associates  has  decided  to  throw  in  the 
onge  as  an  independent  company — but  not 
cause  it  wasn't  profitable 
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We  just  weren't 
good  enough" 


The  Up-And-Comers 


r  May  in  this  space  we  profiled  $57 
ion  (sales)  Waters  Associates  of  Mil- 
,  Mass. — a  company  that  had  been 
aging  a  27%  return  on  equity  for  five 
s,  with  no  debt  until  1978.  Already  it 
become  the  world  leader  in  liquid 
>matography  equipment,  a  process 
breaking  down  complex  chemical 
ipounds  for  analysis  or  purification, 
t  fast-growing  market  had  become 
second  largest  in  the  hot  analytical 
ruments  industry.  More  than  any- 
g  else,  we  wrote,  Waters  Associates 
d  its  success  to  the  humility  of 
ider  Jim  Waters,  who  stepped  aside 
!EO  in  1972,  when  the  company  was 
ng  difficulties,  in  favor  of  Frank 
ie,  an  engineer  from  Foxboro  he  had 
lght  m  as  manufacturing  vice  presi- 
:  in  1969.  "I  realized  that  Frank  was  a 
er  manager,"  said  Waters. 


Waters  (left)  and  Zenie  of  Waters  Associates 
Agreeing  on  goals  for  the  company  but 
differing    sharply    on  just    how  to 
achieve  them. 


Less  than  a  year  after  that  interview, 
however,  Waters  had  changed  his  mind. 
He  was  less  than  satisfied  with  Zenie's 
stewardship.  "We  haven't  done  as  well 
the  last  couple  of  years,"  he  says,  refer- 
ring to  flattening  earnings.  "We  couldn't 
get  some  of  our  new  projects  finished. 
Our  productivity  was  deteriorating.  We 
needed  to  decentralize  and  we  had  a 
number  of  people  whose  jobs  had  out- 
grown them."  Zenie  may  well  have 
found  such  growing  pains  normal,  but 
Waters  was  impatient.  "Frank  and  I  have 
always  had  an  easy  time  agreeing  on 
goals,"  he  says,  "but  we  differ  sharply  on 
how  to  achieve  them.  Well,  we  gave  our- 
selves two  years  to  solve  our  problems 
and  we  just  weren't  good  enough." 

Last  month  Waters  up  and  took  his 
29%  of  Waters  Associates  to  recently 
acquisitive  Millipore,  a  twice-bigger 
company  in  the  related  field  of  process- 
ing and  analyzing  substances  and  fluids. 
If  a  merger  can  be  worked  out,  Millipore 
will  supply  the  depth  of  management 
Waters  so  badly  wants.  Waters  now 
thinks  that  being  part  of  that  bigger  com- 
pany is  the  way  to  go. 

He  has  flirted  with  the  idea  before,  if 
only  out  of  necessity.  In  1970  Millipore 
was  invited  to  invest  in  the  company, 
largely  to  supply  the  needed  marketing 
knowhow  and  a  heightened  sense  of  the 
bottom  line.  Jim  Waters  says  he  was 
much  impressed  by  Millipore  manage- 
ment at  the  time  but  he  decided  to  give 
Frank  Zenie  a  shot  at  running  the  com- 
pany. So  Millipore  sold  off  its  investment 
(at  a  nice  profit).  Now  that  Waters  Asso- 
ciates is  experiencing  those  mild  grow- 
ing pains  again  (after  outperforming  Mil- 
lipore in  most  of  the  intervening  years), 
Millipore  seems  likely  to  get  the  com- 
pany, and  Frank  Zenie  as  well,  at  minor 
dilution  in  earnings.  Oh  well,  you  can't 
say  Frank  Zenie  didn't  try.  ■ 
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Thanks  to  the  Hunts  and  the  other  silver  bulls, 
this  years  June  brides  may  well  have  to  do 
without  their  traditional  silver  place  settings. 

Stainless  steel, 
anyone? 


The  only  guaranteed  winners  are  the  insurance  agents 


FOR  THE  TINY  BAND  of  eight  guild 
silversmith  companies  that  have 
survived  in  America — some  dating 
from  before  the  Civil  War — 1979  was  an 
outstanding  year.  Sales  of  elegantly  pat- 
terned sterling  silver  spoons,  forks  and 
knives  with  grandiose  names  like  Royal 
Dynasty  remained  strong  while  bullion 
prices  soared.  Everyone  from  truck  driv- 
ers to  surgeons  decided  flatware  had  in- 
trinsic investment  value  as  the  price  of 
silver  rose  from  $6  a  troy  ounce  in  Janu- 
ary to  $28  in  December  Says  Robert  E. 


Sanderson,  president  of  Oneida  Silver- 
smiths: "The  magic  of  silver  going  up 
weekly  since  May  intrigued  a  lot  of  peo- 
ple, who  said,  'I  better  buy  now  or  I'm 
going  to  pay  a  much  higher  price  three  or 
four  months  from  now.'  " 

Last  year,  the  guild  silversmith  compa- 
nies— most  of  whom  haven't  budged 
from  the  country's  earliest  mill  towns  in 
Rhode  Island  and  Connecticut — fash- 
ioned an  estimated  25  million  to  30  mil- 
lion ounces  of  silver  into  eating  utensils, 
silver-plated  holloware  and  jewelry.  In- 


cluded in  the  group  are  publicly  trade 
Insilco  and  its  International  Silver  div 
sion  (once  a  loose  alliance  of  1 2  Mendei 
Conn,  silver  shops),  which  did  some  $20 
million  in  sales  last  year;  Gorham,  a  Tel 
tron  subsidiary;  Towle,  an  over-thj 
counter  firm  that  jumped  from  $60  mi 
lion  in  sales  to  over  SI  40  million  last  yeal 
Oneida,  which  culls  a  mere  8%  of  its  S2q 
million  in  sales  from  sterling  and  silvel 
plated  flatware;  and  Wallace,  accountin 
for  some  35%  of  sales  and  40%  of  profii 
on  $90  million  (sales)  HMW  Industrie! 
The  others  are  private  companies:  Ree 
ik  Barton,  Kirk-Stieff  and  Lunt. 

As  a  group,  they  are  normally  th 
third-largest  silver  users  in  the  country 
after  photography-related  companies  an 
electrical  products  manufacturers.  Figui 
ing  an  average  price  of  $1 1  an  ounce  i: 
1979,  about  S220  million  worth  of  silve 
was  used  in  sterling  silverware,  fo 
which  consumers  paid  an  estimate 
$400  million  after  the  retail  markup. 

If  the  same  number  of  units  were  man 
ufactured  at  recent  prices,  it  would  mea: 
$800  million  worth  of  silver  sold  to  new 
lyweds  and  matrons  for  over  $1.5  billior 
In  more  manageable  terms,  it  means  pa) 
ing  a  retail  price  of  $600  and  up,  for  fou 
pieces  of  dinnerware  that  weigh  about ; 
ounces. 

Is  the  same  unit  volume  sustainabl 
with  silver  at  $30  or  $40  an  ounce?  Probj 
ably  not.  For  example,  with  $42-ar» 
ounce  silver,  one  six-piece  place  settinj 
cound  run  as  high  as  $1,000.  "I  believj 
there  will  be  a  great  slowdown  in  silvel 
flatware,"  comments  Robert  F.  Wilsorj 
president  of  both  Wallace  Silversmith! 
and  the  Silver  Users  Association.  "Itl 
hard  to  envision  what  the  market  is  i] 
there  is  one  at  all." 

Some  industry  executives  estimatl 
dollar  volume  for  1980  will  be  the  saml 
as  it  was  in  1979,  but  with  unit  volumJ 
down  between  50%  and  60%.  Philip  El 
Scott  Jr.,  president  at  Kirk-Stieff,  call! 
that  a  conservative  view. 

"It's  a  high-stakes  game,"  says  Towla 
Silversmith  Treasurer  Fredric  Young,  "il 
we're  talking  $42  silver  with  a  S2  vari-J 
ation,  it's  not  so  bad  as  sitting  on  S42.5A 
and  not  knowing  whether  it  will  be  S20J 
lower  or  higher.  What  if  we  made  a  com| 
mitment  and  the  bottom  fell  out  of  thd 
market  soon  after  and  our  competitors! 
were  luckier-  Or  the  opposite:  sitting  on 
the  sidelines  hoping  the  price  goes  downl 
and  your  competitors  buy  at  current  levf 
els — then  prices  never  go  down." 

The  only  guaranteed  winner  is  the  in-j 
surance  industry,  whose  agents  arq 
swamped  with  requests  from  household-; 
ers  for  increased  coverage  on  silverware. 

Silver  prices  dropped  sharply  last  mid- 
month.  But  probably  not  enough  to  re- 
vive the  silverware  business.  So,  it  looks 
like  a  marvelous  opportunity  for  makers 
of  stainless  steel  dinnerware  to  upgrade 
their  product  .  .  .  and  their  prices.  ■ 
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A  top  international  bank  should 
be  located  where  its  customers 
do  business. 


At  Continental  Bank,  we  think 
geographical  proximity  is  not  just 
desirable,  it's  essential. 

Proximity  increases  communication.  Reduces 
response  time.  And  leads  to  a  strona  workina 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina  ■  Australia  ■  Austria  -  Bahamas  ■  Bahrain  ■  Belgium  ■  Brazil  ■  Canada  -  Colombia  •  France  -  Greece  -  Hong  Kong 
Indonesia  •  Italy  •  Japan  •  Kenya  •  Korea  •  Lebanon  •  Malaysia  •  Mexico  •  The  Netherlands  -  The  Philippines    Singapore  ■  Spain 


Made  in  Scotland 


One  Scottish  industrial  worker  ir 
six  is  paid  in  dollars  and  cents.  Anci 
now  a  word  from  the  companies  thai 
pay  them. 

Multi-nationals  like  General  Motor 
National  Semiconductor,  Burroughs  an< 
Cummins  Engine.  Just  some  of  the  200  U.i 
corporations  who  together  have  grossed  mor 
than  $4.5  billion  on  products  and  $1.9  billio 
last  year  on  exports  produced  in  Scotlanc 
around  half  of  which  were  sold  to  the  lucrativ 
tariff-free  European  market,  right  next  door, 
market  of  260  million  prosperous  am 
purchase-minded  consumers. 

Why  Scotland? 
Three  compelling  reasons. 

In  a  recent  independent  survey  of  "Fortuntl 
1000"  corporations  contemplating  a  move 
abroad,  three  pre-eminent  qualification: 
topped  their  priority  lists. 

Scotland's  unusually  high  marks  in  eachoi 
these  categories— skilled  labor,  energy 
resources  and  transportation— doubtless 
account  for  the  great  expansion  of  Americar 
companies  in  our  productive  Highlands 
Lowlands,  and  thriving  industrial  belt 
Companies  whose  expansion  programs 
currently  total  over  $350  million. 

1.  Skilled  labor. 

Our  labor  force  and  talent  pool  have 
beckoned  American  companies  with  sucf 
traditional  Scottish  attributes  as  high 
intelligence  and  a  ready  adaptability  tc 
advance  technology.  An  outstanding  94%  o 
U.S.  plants  judge  quality  to  be  in  line  with,  oi 
above  corporate  standards.  More  than  half  the 
plants  able  to  make  international  comparisons 
reckon  Scotland  to  be  in  the  top  quarter  of  theii 
productivity  league  table.  The  most  refreshing 
note  was  that  80%  of  the  plants  had  no  strike 
activity  in  the  previous  18  months  and  62°/ 
strike-free  for  up  to  5  years. 

A  primary  attraction  to  IBM,  Honeywell, 
Digital  Equipment  and  other  American  high 
technology  Corporations  with  Scottish  ties  car 


>unci  right  in  our  schools.  The  fact  is  that 
and  produces  proportionately  more 
uates  than  any  other  country  in  Europe,  of 
n  40%  graduate  with  degreesordiplomas 
ienceor  engineering, 
lectronics,  engineering  and  manufactur- 
rms  can  therefore  find  the  "know-how"  as 
as  "desire-to"  right  here  among  the 
gregors  and  the  Morrisons. 

nergy  resources. 

iecause  of  its  own  vast  natural  deposits  of 
and  its  high  rate  of  electricity  generation, 
ther  with  the  recent  major  North  Sea  oil 
gas  discoveries  off  the  Scottish  coast- 
land  is  one  of  the  few  countries  on  earth 
is  actually  self-sufficient  in  energy 
urces.  A  mighty  reassurance  to  energy 
iitive  busi  nesses— as  most  are  these  days. 

.  CONSUMPTION/PRODUCTION 
fficial  forecasts) 

;ONSUMPTION 
VI  TONNES/YEAR) 

'RODUCTION 
VI.  TONNES/YEAR) 


ransportation. 

Gotland,  with  a  total  areaof  30,000 square 
s  has  a  comprehensive  road  and  rail 
sm— including  multi-lane  motorways, 
lecting  all  parts  of  the  country's  central 
strial  belt. 

Dur  maiorairportsand  four  majorshipping 
5  on  its  east  and  west  coasts  join  forces  to 
e  Scotland  one  of  the  world's  best 
lected  of  lands.  And  Scotland,  as  a  glance 
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at  our  simplified  map  shows,  stands  in  a  well 
nigh  perfect  springboard  position— just  a  few 
quickly-crossable  miles  from  the  rich 
European  market  place. 

The  financial  capital. 

Another  important  criterion  which 
Scotland  fulfills  so  completely  is  financing 
facilities.  For  example,  Edinburgh  has  been 
one  of  the  world's  leading  money  centers  for 
centuries.  Three  major  joint  stock  banks  have 
between  them  some  1400  branches  in 
Scotland  offering  a  full  range  of  banking 
services.  Strong  Merchant  Banking  business, 
representation  of  a  number  of  U.K.  national 
banking  concerns  and  a  spread  of  North 
American  and  European  banks,  all  of  which 
provide  a  healthy,  competitive  atmosphere  for 
short  and  medium  term  corporate  funds. 

Specific  details  about  available  financing 
can  be  readily  obtained  through  the  Scottish 
Development   Agency.    And,   we  should 


SCOTLAND. 
THE  STRATEGIC 
MARKET  BASE  IN  EUROPE 


mention,  you  don't  have  to  be  a  giant  to  cash  in 
on  Scotland.  We're  as  interested  in  smaller 
companies  as  we  are  in  major  corporations. 

All  this  and  Brigadoon  too.  As  you  can  see, 
Scotland,  unlike  that  beautiful  Broadway 
kingdom  which  appears  only  once  every 
hundred  years,  is  very  much  here  and  now. 

On  the  other  hand,  the  fabled  Highlands— 
with  their  lochs,  fishing,  skiing,  and  golf— are 
only  a  few  hours  away  from  Scotland's 
industrial  center. 

The  ease  of  leisure  and  the  ease  of 
language— English  with  a  delightful  burr— are 
important  adjuncts  to  efficient  creative 
corporate  life. 

The  Scottish  Development  Agency  has  the 
resources  and  financial  muscle  to  help 
incoming  industry.  We  can  talk  straight  about 
your  company's  potential  in  Scotland,  about 
land,  finance,  factories,  labor,  markets,  energy 
and  transport.  Everything  you  need  to  make 
Scotland  work  for  you. 


Write  for  full  illustrated  material  on  doing 
business  in  Scotland,  or  call  us  at  New  York 
(212)  867-1066. 


Scottish  Development  Agency 

US  Offices:  9  West  57th  Street, 

New  York,  NY  10019.  Tel:  (212)  867- 1066  and 

11th  Floor,  465  California  Street, 

San  Francisco,  CA  94104.  Tel:  (415)  393-7703/4. 

Head  Office:  120  Bothwell  Street, 

Glasgow  G2  7JP,  Scotland.  Tel:  041-248  2700. 

London  Office:  1 7/ 19  Cockspur  Street, 
London  SW1Y  5BL.  Tel:  01-839  21 17/8. 


They  say  a  camel  is  a  horse  designed  by  a 
committee.  United  Brands  is  to  a  well-de- 
signed corporation  what  a  camel  is  to  a  horse. 

The  wonder  is 
that  it  works 
at  all 


By  Jefferson  Grigsby 

United  Brands  Chairman  Eli 
Black  plunged  to  his  death  from 
his  Manhattan  offices  in  1975. 
Was  this  brilliant  and  brooding  man  driv- 
en to  his  death  by  remorse  over  authoriz- 
ing a  $2.5  million  bribe  in  Honduras?  So 
some  people  thought,  but  as  time  passed 
it  became  apparent  that  guilt  about  the 
bribe  was  only  the  last  straw  for  Black, 
whose  business  ambitions  and  spectacu- 
lar career  had  come  to  a  dead  end.  In 
merging  United  Fruit  with  large  meat- 
packer  John  Morrell  &  Co.,  Black  had 
created  a  giant  company,  one  whose 
sales  now  total  $3.5  billion,  but  he  had 
also  made  a  classic  mistake.  By  merging 
a  cash-rich  company  with  a  capital- 
hungry  company,  he  had  hoped  to  create 
one  strong  company  but  instead  created 
a  weak  one.  In  this  case,  one  plus  one  had 
equaled  zero. 

But  big  companies  don't  just  die,  and 
five  years  later  United  Brands  is  in  the 
hands  of  a  couple  of  hardball  players  up 
from  the  flooring  business — Seymour 
Miistein,  59,  and  his  brother  Paul,  57. 
The  brothers  have  performed  no  mir- 
acles, but  they  have  clearly  confounded 
those  critics  who  thought  that  United 
Fruit  was  heading  for  the  graveyard 
where  once-great  companies  often  end. 

United  Brands  lost  $43.6  million  the 
year  before  Black's  death,  and  the  flap 
kicked  up  by  the  bribe  would  later  threat- 
en its  survival  in  the  Latin  American 
republics  United  Fruit  once  ruled  like 
fiefdoms.  In  the  fiscal  year  ended  fune 
30,  1979,  the  Milsteins'  second  year  in 
charge,  the  company  reported  a  profit  of 
$21.4  million  on  $3.5  billion  in  sales,  or 
$1 .72  a  share.  The  net  margin  was  tiny — 
60  cents  on  every  $100  of  sales — but  it 
was  the  best  year  since  1973.  In  the  first 
quarter  of  fiscal  1980,  usually  the  worst 
time  of  year  for  the  banana  business,  it 
made  another  minuscule  profit  of  18 
cents  a  share;  and  given  a  little  luck  on 
prices  and  meat  cycles,  it  could  be  on  the 


way  to  its  best  year  since  the  merger. 

In  1978  the  company  resumed  divi- 
dends on  its  common,  suspended  since 
1971.  Through  some  costly  sale-and- 
leaseback  arrangements,  it  has  mended 
fences  with  its  Central  American  hosts. 
It  has  reduced  long-term  debt  by  $114 
million  since  1974,  to  33%  of  total  cap- 
italization. It  has  fought  archrival  Castle 
&  Cooke  to  a  standoff  in  a  bloody  price 
war  in  the  European  banana  market. 

The  Milsteins  are  running  United 
Brands  because  they  own  almost  14%  of 
it  and  because  close  to  another  36%  is 
owned  by  two  powerful  and  secretive 
men  who  support  them:  Max  M.  Fisher, 
71,  a  burly  Detroit  financier;  and  Carl  H. 
Lindner,  60,  the  white-haired  Baptist 
who  runs  $3.5  billion  (assets)  American 
Financial  Corp.  A.  Alfred  Taubman,  55,  a 
Troy,  Mich,  real  estate  developer  and 
Fisher  associate,  owns  additional  shares, 
and  this  consortium  now  has  outright 
majority  control — 50.16% — of  United 
Brands. 

To  date,  United  Brands  has  scarcely 
met  the  expectations  that  these  big, 
smart  investors  must  have  had  for  it.  In 
January  1977,  before  the  Milsteins  ioined 
the  company,  the' stock  sold  at  about  8%. 
It  recently  traded  at  13 — still  only  29%  of 
book  value.  The  improvements  that  cir- 
cumstances— and  the  Milsteins — have 
caused  have  not  been  enough  to  consti- 
tute a  real  turnaround.  Ah,  but  what 
could  be!  Were  United  Brands  to  net 
even  1%  on  sales,  its  profits  would  soar 
to  $3.50  or  so  a  share. 

The  Milsteins  are  not  accustomed  to 
answering  questions  from  the  press;  in 
all  their  career,  they  have  spoken  only  a 
few  sentences  for  publication.  But  they 
recently  made  an  exception  for  Forbes. 
Picking  at  a  grapefruit,  his  calorie-con- 
scious concession  to  dessert,  Seymour 
Miistein  patiently  outlined  what  he  has 
done  in  the  one  and  a  half  years  he  has 
been  chairman  and  talked  a  bit  about  his 
and  his  brother's  future  plans. 

The  Milsteins  got  their  start  running 


two  family-owned  New  York  flooring 
businesses.  In  1971  they  mounted  a  well 
publicized,  and  losing,  proxy  fight  to  ous 
the  management  of  GAF  Corp.  The> 
started  buying  into  United  Brands  in  thi 
middle  Seventies  and  spent  a  couple  ol 
years  as  directors  before  the  new  major 
ity  owners  installed  them  as  top  manage 
ment — Seymour  as  chairman,  Paul  as 
president.  The  brothers  have  alwaye 
been  considered  entrepreneurs  rathei 
than  managers.  Seymour,  in  fact,  seems 
a  bit  proud  of  being  an  entrepreneur. 

"Morrell  has  18  plants  and  I  guess  we 
have  changed  14  plant  managers,"  hfl 
says.  "In  the  banana  division,  w^ 
dropped  some  people,  promoted  some 
people,  rotated  some  people — there's  nol 
a  single  manager  in  charge  of  any  divi- 
sion who's  in  the  job  he  was  in  when  ] 
came  in." 

Seymour  Miistein  is  proud  of  a  three- 
year  contract  Morrell  signed  last  fall  with 
the  United  Food  and  Commercial  Work- 
ers International  Union.  "It  was  within 
the  presidential  guidelines,  and  it  set  the 
pattern  for  the  industry,"  he  says.  "In  the 
old  days  Morrell  was  always  the  weak 
sister.  We  were  the  one  they  struck.  This 
year,  we  set  the  pattern."  To  run  Morrell, 
the  Milsteins  brought  in  Hugo  and  Don- 
ald Slotkin,  the  father-and-son  team  for- 
merly of  Hygrade  Meats,  who  scrapped  a 
plan  to  unify  marketing  of  Morrell's  mn 
merous  brands  under  the  Morrell  name 
and  continued  separate  marketing  foi 
separate  product  lines.  Under  the  Mil- 
steins and  the  Slotkins,  Morrell  also  has 
pushed  higher-margined  processed 
meats  into  tough  markets  like  New  York 
and  Boston — something,  Miistein  says, 
the  company  previously  considered  to  be 
futile. 

Last  spring  the  Milsteins  brought  in 
another  top  manager,  Lester  Pollack,  46, 
formerly  senior  vice  president  of  Loews) 
Corp.  Pollack  was  named  vice  chairman 
and  co-chief  operating  officer  (along  with 
Paul  Miistein).  From  a  three-man  execu- 
tive office,  Pollack  now  is  in  charge  of 
the  company's  nonfood  operations  and 
most  of  its  corporate  staff,  while  Sey- 
mour runs  the  fruit  and  vegetable  oper- 
ations and  Paul,  with  the  Slotkins,  di- 
rects the  Morrell  side. 

A  formidable  management  team.  Or  so 
it  would  seem.  But  the  trio  has  its  work 
cut  out  for  it.  "Getting  people  to  forget 
all  the  problems  of  the  past  is  a  problem! 
in  itself,"  says  Les  Pollack.  "That's  an- 
cient history."  But  that  ancient  history 
remains;  the  structure  of  the  company  is 
a  result  of  it.  Those  circumstances  that 
brought  Eli  Black  to  grief  may  yet  frus- 
trate the  Milsteins  and  Pollack.  Says  one 
former  UB  executive:  "Meat  and  ba- 
nanas are  a  perfectly  crappy  business, 
about  the  worst  combination  I  can  thinki 
of.  If  you  don't  move  your  inventory,  itl 
rots,  for  crissakes.  The  weaknesses  rein- 
force each  other." 
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tied  Brands  top  management  (from  left):  President  Paul  Milstein,  Chairman  and  CEO  Seymour  Milstein,  Vice  Chairman  Lester  Pollack 
ping  with  the  problems  of  the  present  may  be  easier  than  overcoming  the  legacy  of  the  past. 


Df  the  two,  the  banana  division,  on  a 
arter  of  corporate  revenues,  ordinarily 
wides  up  to  75%  of  the  profits.  But 
is  is  a  far  cry  from  the  old  days  of 
lited  Fruit,  when  el pulpo  (the  octopus) 
rawled  over  half  a  million  acres  of  Lat- 
Am erica  and  had  80%  of  the  North 
aerican  banana  market.  Now  UB  owns 
aut  100,000  acres  in  Central  America 
d  has  about  35%  of  the  domestic  mar- 
t,  compared  with  38%  for  Castle  & 
ioke.  In  the  growing  Japanese  market, 
ireover,  it  is  number  three,  behind 
th  C&C  and  R.J.  Reynolds'  Del  Monte 
rision.  It  still"  has  more  than  40%  of 
;  European  market,  but  the  price  war 
th  Castle  &.  Cooke  has  been  costly, 
tting  banana  operating  profits  by  more 
in  $4  million  last  year, 
so  last  year's  70%  increase  in  earnings 
ne  almost  entirely  from  Morrell's 
;at  business  and  largely  because  of  a 
mtiful  supply  of  live  hogs,  which 
lped  offset  stiff  competition  all  the  old- 
e  packers  face  from  less  unionized  op- 
tions like  Iowa  Beef  Packers.  Supply 
es  and  falls  in  the  meat  business,  so 
it  kind  of  good  fortune  won't  last  for- 
;r.  Morrell's  plants  are  the  big  prob- 
n.  One  former  UB  executive  estimates 
it  up  to  $100  million  in  capital  expen- 
ures  would  be  required  to  make  Mor- 
1  competitive  with  its  processed-beef 
mpetition.  Failing  that,  he  says,  many 


plants  should  be  shut  down:  "There's  a 
profitable  hard  core  of  about  $500  mil- 
lion to  $700  million  in  sales  out  of  $1.5 
billion  in  the  meat  business.  Morrell 
could  be  a  lot  smaller,  but  a  lot  more 
profitable.  But  nobody's  ever  wanted  to 
bite  that  bullet." 

That  bullet  is  hard  to  bite.  The  last  big 
plant  Morrell  closed,  in  Ottumwa,  Iowa 
in  1973,  cost  $30  million  in  writeoffs. 
UB  already  has  $114  million  in  unf  unded 
pension  liabilities,  about  half  of  it  vested; 
further  shutdowns  would  not  help  it.  The 
company,  says  former  president  Wallace 
W.  Booth,  once  even  considered  giving 
away  some  of  Morrell's  older  plants  to 
employees  or  charities,  but  couldn't  af- 
ford the  writeoffs. 

After  more  than  a  decade  of  low  or 
nonexistent  earnings,  United  Brands  is 
financially  weak.  Because  of  the  specula- 
tive way  Eli  Black  put  the  company  to- 
gether, it  is  burdened  with  $308  million 
of  unamortized  goodwill.  If  the  Financial 
Accounting  Standards  Board  gets  tough 
about  goodwill,  United  Brands  might 
have  to  begin  writing  this  down.  This 
could  make  its  already  slim  earnings  van- 
ish entirely. 

In  a  time  of  inflation  like  the  present, 
inventory  and  receivables  inevitably  ex- 
pand. Lacking  profits  and  seeking  to  re- 
duce debt,  United  Brands  is  hard  put  to 
produce  the  needed  increases  in  working 


capital.  To  make  matters  worse,  depreci- 
ation flow — barely  1  cent  on  the  sales 
dollar — is  inadequate  to  finance  capital 
spending  (which  included  $6.4  million 
last  year  for  purchase  of  a  Gulfstream  II 
jet).  Thus,  while  United  Brands'  debt  fell 
last  year,  so  did  net  working  capital. 

Well,  what  can  be  done  with  this  great, 
weakened  company?  Says  Seymour  Mil- 
stein: "Look,  I'm  not  going  to  tell  you 
that  the  makeup  of  this  company  is 
something  I'd  like  to  live  with  perma- 
nently. It's  like  one  of  those  old  book- 
keepers' three-legged  stools — they  were 
apt  to  teeter  when  you  got  up  on  them.  I 
look  forward  to  the  day  when  we  may 
have  four  legs  on  the  chair."  He's  talking 
about  diversification,  of  course,-  Lester 
Pollack,  the  Milsteins'  new  recruit  to  top 
management,  learned  about  diversifica- 
tion at  the  side  of  Loews'  Laurence 
Tisch,  who  practically  wrote  the  book  on 
the  subject.  (UB's  current  non-meat, 
non-banana  diversifications — mainly  a 
California  lettuce  farm,  A&W  Root  Beer 
and  TRT  Telecommunications,  an  inter- 
national telex  carrier — produce  less  than 
20%  of  profits.) 

But  having  said  this,  Milstein  adds, 
almost  reluctantly:  "But  before  we  look 
afield  we  have  to  get  our  house  in  order." 
It  was  almost  the  last  thing  Seymour 
Milstein  said  to  the  Forbes  interviewer, 
and  there  was  a  wistful  look  in  his  eye.  ■ 
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Today,  America  must  increase  production 
from  its  domestic  oil  and  gas  reserves. 

To  reach  new  deposits,  we  built  a  platform 
taller  than  the  Empire  State  Building 
and  placed  it  in  the  Gulf  of  Mexico. 

One  of  America's  few  remaining  undeveloped 
territories  for  oil  and  gas  reserves  is  in  the  Gulf  of 
Mexico  where  the  water  is  more  than  1,000  feet 
deep.  Recovery  wasn't  practical  until  we  built  and 
installed  "Cognac;'  the  world's  tallest  offshore  drilling 
and  production  platform. 

Towering  1,265  feet  above  the  sea  floor  and 
weighing  1 18  million  pounds,  the  Cognac  platform 
was  the  first  ever  built  and  installed  in  three  sections. 
Each  had  to  be  towed  to  the  site,  lowered  into  place 
and  mated. 

Drilling  has  already  begun.  At  full  production, 
Cognac's  62  wells  will  produce  S0f000  barrels  of  oil 
and  1 50  million  cubic  feet  of  gas  every  day 

Onshore  and  offshore,  McDermott  and  its  com- 
panies are  meeting  today's  energy  needs  with  oil  and 
gas  production  facilities,  fossil  and  nuclear  energy 
systems,  specialty  steel  tubing,  refractories,  and  in- 
dustrial automation.  To  find  out  more,  and  for  a  copy 
of  our  Annual  Report,  write  Vice  President,  Public 
Affairs,  J.  Ray  McDermott  &  Co.,  Inc.,  1010  Common 
Street,  New  Orleans,  LA  701 12. 

No  matter  how  the  world 
solves  its  energy  problems, 
McDermott  is  involved. 


What  should  we  be  doing  now,  buying  buses  or  building  subways? 
Logic  argues  we  should  go  one  way,  but  money  argues  the  other. 


Mass  transit — 
which  is  the  right 
way  to  go? 


By  Fern  Schumer 


OUR  OBJECTIVE  IS  TO  GET  the  most 
riders  as  fast  as  we  can.  We  can 
get  those  by  adding  buses  prob- 
ably faster  than  any  other  way,"  says 
Transportation  Secretary  Neil  E. 
Goldschmidt.  What  about  new  rail  sys- 
tems- "That  is  probably  the  lowest  prior- 
ity of  all,"  he  says. 

The  old  argument  of  rail  versus  road,  of 
steel  wheel  versus  rubber  tire,  is  heating 
up  again.  "As  long  as  we're  talking  ener- 
gy, the  big  payoff  is  in  the  reshaping  of 
some  of  our  living  patterns  into  a  more 
efficient  society,  not  just  the  short-term 
solution  of  shifting  ten  people  to  the 
bus,"  says  Theodore  C.  (Ted)  Lutz,  ad- 


ministrator of  the  Urban  Mass  Transpor- 
tation Administration. 

Goldschmidt  is  dismissing  massive 
spending  on  subways  or  on  commuter 
rail  lines.  He  doubts  it  is  a  suitable  re- 
sponse to  the  rising  costs  and  increasing 
scarcity  of  oil,  because  most  American 
cities  don't  have  the  jammed-together 
masses  that  make  rail  systems  cost-ef- 
fective. But  his  approach  is  criticized  as 
dangerously  nearsighted  by  advocates  of 
underground  and  aboveground  rail  trans- 
port. Lutz,  who  disagrees  with  Gold- 
schmidt, is  arguing  that  a  total  reshaping 
of  U.S.  living  patterns  is  needed.  The 
great  road  system  built  after  World  War  II 
plus  cheap  energy  made  it  possible  for 
the  middle  class  to  move  to  the  suburbs. 


Now  rail  advocates  argue  that  new  rail 
networks  are  needed  to  enable  the  popu- 
lation to  become  less  dispersed  and  more 
compact  again — to  save  energy. 

That  an  efficient  mass  transportation 
system  would  indeed  encourage  people 
to  live  closer  together  is  evident  right  in 
the  nation's  capital.  Although  only  30% 
of  the  subway  system  is  complete,  nearly 
$1  billion  worth  of  private  development 
has  already  been  built  or  placed  under 
construction  in  the  vicinity  of  existing 
or  future  Metro  stations.  Another  S5  bil- 
lion is  being  contemplated. 

When  Georgia-Pacific  Corp.  decided  to 
move  its  headquarters  from  Portland, 
Ore.  to  Atlanta,  the  new  subway  in  At- 
lanta was  a  factor.  "The  company  will 


Metro  Center,  bub  of  Washington's  new  subway:  33  miles  complete  uitb  68  to  go  and  an  expected  price  tag  of  $8  billion 

The  big  energy  payoff  is  in  the  reshaping  of  some  of  our  living  patterns,  not  just  shifting  ten  people  to  the  bus. 
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HARRIS  technology 

on  the   

job 

In  government 
systems,  Harris 
Corporation 
designs  and  pro- 
duces advanced 
communications 
and  information 
handling  systems 
for  applications 
demanding  high 
reliability  and 
performance. 

Harris  Corporation 
is  supplying  high- 
data-rate  satellite 
communication  equipment, 
including  twelve  space  deployable  antennas  and  the 
ground  station,  for  a  worldwide  satellite  network  that  will 
play  a  key  role  in  the  Space  Shuttle  program. 

HARRIS  technology  works  worldwide— in  communication 
equipment,  information  systems,  government  systems, 
semiconductors  and  printing  equipment.  For  information,  write: 
Harris  Corporation,  Melbourne,  Florida  32919. 


HARRIS  space  deployable  antenna  for  NASA's 
Tracking  and  Data  Relay  Satellite  System 


COMMUNICATION  AND 
INFORMATION  PROCESSING 


It  takes  more  than  the  sun 
to  make  solar  energy  work. 


It  takes  an  efficient 
solar  collector. 

At  0-1,  we  think  our 
Sunpak™  solar  thermal 
collector  offers  the  most 
practical  approach  to  putting 
the  sun  to  work.  No  other 
system  on  the  market 
matches  its  efficiency  for 
industrial,  institutional, 
commercial,  and  large- 
scale  residential 

applications. 


The 
Sunpak 
Collector  Tube 


Fluid  Flow  Area 

Feeder  Tube  

Vacuum   


Selective  Coating 
Cover  Tube   


Glass  Pipeline 
To  The  Sun 

Sunpak  utilizes  0-1 's 
proven  evacuated  glass 
tubing  technology  to  con- 
vert sunlight  into  useful 
energy  -  at  temperatures 
up  to  240°F.  And,  because 
it's  vacuum  insulated, 
Sunpak  collects  and  retains 
heat  even  in  high  winds 
and  winter  cold. 


The  Important 
Difference 

But  what  really  sets 
Sunpak  apart  is  its  ability  to 
collect  both  direct  and  diffuse 
light.  This  makes  it  practical, 
at  last,  to  rely  on  solar  energy 
outside  the  Sun  Belt. 

Up  to  four  times  more 
efficient  than  other  collectors, 
Sunpak  systems  are  now 
helping  to  conserve  energy 
in  heating,  cooling,  and 
industrial  process  applica- 
tions across  the  country. 


Thinking 
Ahead 

It's  not 
surprising  that 
0-1  is  a  pioneer 
in  this  exciting 
field.  Over  the 
years  we've  built 
a  solid  reputa- 
tion in  scientific 


innovation. 

Our  Kimble  Division,  for 
example,  is  a  leader  in  health 
care  packaging  and 

Solar  Collector  Performance 

Bright  Solar  Day -2250  BTU/FT.2 
Avg  Outdoor  Temperature  +50°F. 


SWIMMING  SPACE  HEATING 
POOL  HEAT  AND  DOMESTIC 
HOT  WATER 


AIR 

CONDITIONING 


50  100  150  200 

COLLECTOR  TEMPERATURE  (°F) 


Sunpak 
is  providing 
energy  in  locations 
ranging  from  Canada  to 
Puerto  Rico. 


precision  laboratory  ware. 

We're  also  a  leading 
supplier  of  high  technology 
laser  glass  components  used 
in  fusion  energy  research. 

All  of  which 
may  be  sur- 
prising if  you 
thought  of  us  as 
just  a  packag- 
ing company. 
So  just  think  of 
it  this  way.  If 
there's  an  exciting 
new  idea  under  the 
sun,  it  could  be  one 
of  ours. 


We  have  what  it  takes. 


OJ 

OWENS-ILLINOIS 


Toledo,  Ohio  43666 


Buses  feed  passengers  into  the  Vine  City  station  on  Atlanta's  new  West  Line  Subway 
He  who  votes  the  taxes  may  not  be  around,  to  cut  the  ribbons.  


bring  2,000  highly  paid  people  to  the 
city,"  says  Alan  Kiepper,  general  man- 
ager of  Metropolitan  Atlanta  Rapid  Tran- 
sit Authority  (MARTA).  They'll  want  to 
take  the  subway  to  work,  he  says,  be- 
cause there  will  be  a  tunnel  connection 
from  a  station  to  the  basement  of  the 
Georgia-Pacific  building. 

Transit  lobbyist  Fred  Burke,  who  rep- 
resents cities  like  Los  Angeles  and  De- 
troit, likes  to  tell  the  story  of  his  friend 
the  hot-dog  vendor.  "Before  the  Metro 
opened,  I  used  to  go  buy  my  lunch  from 
this  vendor.  We  got  friendly.  I'd  ask  him, 
'How's  business?'  He'd  say,  'I  sell  about 
50  to  60  dogs  during  the  noon  hour.  It's  a 
living.'  The  day  the  Metro  opened  I 
couldn't  find  him  on  his  usual  street  cor- 
ner. Sure  enough,  he  had  moved  his  cart 
next  to  the  escalator  at  the  Metro  sta- 
tion. That  day  he  said  he  sold  250  to  300 
dogs  at  noon.  That's  what  we  call  land- 
use  development — that's  what  rail  tran- 
sit is  all  about." 

So  why  is  Carter  dedicated  to  roads 
and  buses? 

The  first  answer  is  probably  money: 
Subways  can  cost  $50  million  to  $100 
million  a  mile  to  build.  A  50-mile  system 
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for  a  medium-size  city  can  cost  $3  billion 
to  $4  billion;  ten  systems  for  ten  such 
cities— $30  billion  to  $40  billion.  Still,  a 
nickel-a-gallon  gasoline  tax,  which 
wouldn't  be  too  noticeable  on  $1.25-a- 
gallon  gas,  would  raise  $5  billion  a  year. 
That  would  pay  for  a  new  system  in  an 
American  city  every  year. 

The  second  answer  is  politics.  Politi- 
cians who  vote  for  taxes  to  pay  for  sub- 
ways won't  be  around  to  take  the  credit 
or  cut  the  ribbons  in  another  ten  years. 
Americans  also  have  a  poor  impression 
of  subways  because  the  premier  system 
in  New  York  is  usually  dirty  and  some- 
times dangerous. 

The  third  reason  is  a  lack  of  lobbying 
muscle  by  the  builders  of  such  systems. 
Indeed,  there  is  just  one  transit-car  build- 
er left  in  America,  The  Budd  Co.,  which 
is  German  owned.  A  guarantee  of  a 
steady  billion-dollar  flow  of  contracts 
might  change  that,  of  course,  putting 
American  firms  into  the  business, 
which,  in  turn,  would  mean  more  power 
to  push  subway  systems  in  Congress  just 
as  the  highway  lobby  helped  the  paving 
of  America.  The  first  national  conven- 
tion of  transit  equipment  companies  is 


being  held  in  Washington  this  month-- 
The  1980  Mass  Transit  Show  and  Cor) 
ference.  One  of  the  convention's  aims  i 
to  form  such  a  constituency  for  publij 
transportation. 

New  York,  with  230  miles  of  tract 
accounts  for  the  bulk  of  U.S.  subwa 
travel,  but  San  Francisco  has  a  new  sys 
tern  and  Atlanta  and  Washington  hav 
new,  working  subways  that  are  bein| 
expanded.  Chicago,  Philadelphia,  Bostoi 
and  Cleveland  also  have  rail  system? 
Cities  such  as  Cincinnati,  Detroit,  Hous 
ton,  Dayton,  El  Paso,  San  Juan,  Los  An 
geles,  New  Orleans  and  Sacramento  hav 
talked  about  systems,  but  whether  the 
will  ever  be  built,  considering  the  Carte 
Administration's  present  policies,  is  an 
other  question. 

Under  construction,  however,  are  sys 
terns  in: 

•  Miami,  20.5  miles  with  20  stations 
an  aboveground  rail  system  scheduled  ti 
open  in  1984.  Cost:  $867  million.  Th 
city  hopes  the  system  will  eventuall 
reach  50  miles. 

•  Buffalo,  with  a  $440  million  light-rai 
(trolley)  line  to  run  both  aboveground  am 
underground  for  6.4  miles  along  Mail 
Street.  To  be  completed  by  1984. 

•  Baltimore,  with  work  beginning  oi 
an  8.5-mile  stretch  costing  $768  million 
to  be  completed  in  1982  with  work  thei 
to  begin  on  another  6  miles. 

•  Atlanta,  with  7  miles  of  track  open 
The  system  will  eventually  stretch  5] 
miles.  Cost:  $3.5  billion. 

•  Washington,  with  a  plan  to  have  10. 
miles  of  Metro  track  to  be  completed  ii 
1990.  Price:  $7.7  billion.  Only  33.7  mile 
are  open. 

"When  people  wring  their  hands  anc 
say,  'Look  at  the  costs,'  you  must  prorati 
them  over  100  years,"  says  MARTA' 
Kiepper.  "That  puts  it  into  an  entireb 
different  perspective." 

Construction  costs  are  high,  but  sub 
ways  have  the  lowest  operating  costs  ant 
are  the  most  energy-efficient  form  o 
public  transportation.  About  50  peopls 
require  one  bus  driver  while  1,400  peoph 
in  an  eight-car  Washington  Metro  re 
quire  one  conductor,  says  C.  Cawoll  Car 
ter,  publisher  and  editor  of  Mass  Transit,  i 
trade  publication.  All  subways  currently 
operate  at  or  above  capacity  during  peal 
hours,  he  says. 

Around  the  world,  subway  building 
seems  to  be  booming.  Some  35  majoi 
projects — new  systems  or  expansions- 
are  under  way  from  Seoul,  Korea  to  Am- 
sterdam. Quite  clearly,  the  subway  is  the 
best  answer — albeit  an  expensive  an- 
swer— to  the  efficient  moving  of  masses 
of  people  in  an  urban  area,  and  like  it  oi 
not,  the  world  is  becoming  ever  more 
urbanized.  What  a  paradox:  The  natior 
that  uses  so  much  gasoline  to  get  to  wort 
each  morning  can't  find  enough  mom) 
for  subway  and  rail  systems  that  woulc 
hold  down  that  fuel  bill.  ■ 
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"Hi  there!  Vm your copier  repairman! 
Been  waiting  long?" 


When  your  copier's  "down,"  a  lot  of  knitting  may 
get  done.  But  probably  not  much  work.  So  we  design 
and  build  Kodak  copiers  for  high  "uptime,"  with  a  built-in 
microcomputer  to  help  keep  service  calls  short.  Then  we 
assign  a  team  of  service  people  to  you,  for  added  exper- 
tise and  fast  response. 

It  all  adds  up  to  maximum  uptime.  Not  to  speak 
of  copy  quality  that  people  are  calling  the  best  in  the 
business.  May  we  demonstrate? 

Write.  Eastman  Kodak  Company, 
CD0318,  Rochester,  New  York  14650. 

Kodak  copiers  keep  uptime  up. 


1880  1980 
JK  100-y€ar  §tart  on  tomorroxA/" 


Kodak  Ektaprint  100AF  copier-duplicator 


For  18 years  the  U.S.  Army  has  been  dreaming 
about  a  new  kind  of  armored  vehicle.  The 
Soviets  have  been  building  them  since  1967. 
Well  start  next  year.  Maybe. 


The  IFV  gap 


By  Beth  Brophy 

In  a  sprawling  factory  nestled  in 
the  fields  opposite  the  airport  at  San 
Jose,  Calif.,  several  hundred  FMC 
Corp.  workers  are  beginning  to  tool  up 
for  a  new  Army  vehicle.  The  first  produc- 
tion model  won't  roll  off  until  May  of 
1981,  but  before  the  run  ends  in  ten 
years,  thousands  may  be  built  and  bil- 
lions of  dollars  may  flow  to  the  contrac- 
tors. The  story  of  this  "Infantry  Fighting 
Vehicle" — a  troop  carrier  that  fights  like 
a  tank — illustrates  the  promises  and  pit- 
falls of  the  coming  arms  buildup. 

The  Army  is  talking  about  buying  6,900 
of  FMC's  fighting  vehicles  at  $500,000 
each.  The  total  bill  will  run  $8  billion;  $5 
billion  to  $6  billion  for  vehicles  and  parts, 
$2  billion  for  support,  ammunition  and 
maintenance.  That  money  will  be  spread 
around  to  other  contractors,  too:  General 
Electric  will  make  the  transmission  and 
turret  drive  system;  Hughes  Helicopter, 
the  fast-firing — up  to  200  rounds  a  min- 
ute— automatic  25mm  cannon,-  Hughes 
Aircraft,  the  antitank  missile  launchers,- 
Ford,  the  ammunition. 

The  new  IFV,  also  called  the  XM-2,  will 
be  quite  a  buggy.  It  will  weigh  in  at  24 
tons  and  run  45  miles  per  hour  on  roads. 
It  will  be  able  to  swim  rivers,  knock  out 
opposing  tanks  day  or  night,  blow  down 
buildings  and  spray  enough  machine-gun 
fire  in  all  directions  to  scatter  the  largest 
mobs,  as  well  as  carry  a  squad  of  nine 
infantrymen  safely  into  the  heart  of  the 
battlefield.  The  IFV  is  considered  a  part- 
ner to  the  new  Army  supertank,  the 
Chrysler  XM-1,  for  massive  ground  bat- 
tles. But  unlike  the  60-ton  XM-1,  the  IFV 
fits  in  a  C-141,  the  workhorse  of  the 
airborne  corps,  and  could  prove  impor- 
tant to  the  still-forming  Rapid  Deploy- 
ment Force  (Forbes,  Jan.  22,  1979). 

The  history  of  this  promising  weapon 
is,  however,  a  study  in  frustration.  It's 
not  easy  to  build  weapons  for  a  war  that 
hasn't  been  fought.  So,  hundreds  of  mil- 
lions of  dollars  have  been  spent  before 
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FMC's  IFV  after  $300  million  and  18  years 
A  record  in  stop-start  frustration. 


the  first  production  model  is  completed. 

The  story  starts  in  1962.  The  old 
World  War  II  M-l  13  was  still  in  use,  but 
the  generals  considered  that  an  alumi- 
num taxicab,  offering  no  protection  to 
troops  in  battle.  They  wanted  a  vehicle 
that  would  bring  men  up  to  the  field  and 
do  some  fighting,  too.  It  wasn't  a  priority 
project  during  the  Vietnam  War,  and  the 
requirements  kept  changing. 

"The  development  and  refielding  of  a 
replacement  for  the  M-l  13  armored  per- 
sonnel carrier  has  a  record  of  stop-start 
and  frustration  since  it  was  initiated," 
says  Brigadier  General  Philip  Bolte,  the 
Army's  program  manager  for  the  weap- 
ons system.  FMC,  which  made  the  old 
M-l  13,  was  in  the  IFV  project  from  the 
beginning.  Its  first  effort  was  called  the 
MICV-65,  or  Mechanized  Infantry  Com- 
bat Vehicle-65.  It  had  a  small,  one-man 
turret  that,  it  was  later  decided,  wasn't 
such  a  good  idea,  as  the  commander  was 
exposed  rather  than  protected  by  armor, 
and  the  20mm  cannon  wasn't  powerful 
enough.  The  teeth  on  the  tracks  broke, 
and  the  transmission  had  problems. 
Even  so,  the  MICV-65  went  all  the  way 
into  prototype  before  rejection.  Putting 
the  best  possible  face  on  the  delays,  Gen- 
eral Bolte  says:  "The  best  is  always  the 
enemy  of  the  good  enough  in  any  re- 
search and  development  program." 

With  each  failure,  the  Army  embarked 
on  a  new  study,  changing  the  program 


several  times  along  the  way.  The  troubl 
admits  General  Bolte,  was  that  the  Arm 
didn't  know  what  it  was  looking  for.  An 
like  a  cab  driver  uncertain  of  his  destin; 
tion,  each  wrong  turn  pushed  the  coj 
meter  up.  FMC,  of  course,  has  had  ii 
problems,  too.  Says  Vice  President  Phili 
Devirian,  who  has  been  in  on  the  proje« 
since  1972,  "Our  frustrations  usually  n 
late  to  money.  We  had  to  spend  lots  t 
time  and  effort  working  around  the  mot 
ey  problems,  as  well  as  the  mechaniq 
problems.  But  we  never  gave  up." 

Then  came  the  1973  Israeli-Egyptia 
War;  Egyptian  soldiers  equipped  wit 
wire  guided  antitank  missiles  smashe 
the  Israeli  tank  attacks.  It  marked  til 
death  of  armor,  critics  said — and  sti 
say.  But  the  Army  pushed  on.  Tho: 
missiles  can  be  beaten,  General  Bob 
says,  by  evasive  maneuvers  and  by  spra; 
ing  gunfire  at  the  men  launching  then 
they  can't  duck  and  aim  at  once. 

By  1976  Congress  was  so  miffed  at  tt 
delays,  it  wrote  into  the  1977  Appropr 
ations  Bill  that  the  first  vehicle  must  t 
produced  by  May  1981.  The  program  wi 
still  being  modified,  though:  The  turn 
became  a  two-man  bastion;  TOW  mi 
siles  were  added;  the  vehicle's  comman 
station  was  moved.  Costs  kept  risin) 
and  by  last  year  the  projected  unit  was  u 
to  $495,000,  compared  with  aboi1 
$90,000  for  the  old  M-l  13. 

"No  one  ever  made  a  complex  turn 
with  a  combined  gun-and-missile  systei 
and  fire  control  to  handle  them.  It  coi 
more  than  either  the  Army  or  FMC  est 
mated,"  Bolte  says.  What's  more,  sa] 
the  Army,  the  old  M-l  13  just  isn't  in  tfc 
same  league  with  the  IFV-XM-2.  Tt 
Army  also  says  its  new  vehicle  ca 
knock  out  Russian  BMP  troop  carriers  ; 
more  than  2,000  meters  and  ranks  hig 
on  the  test  results  from  Ft.  Carson,  Cole 

"Our  prime  difficulty  was  finding 
vehicle  that  went  fast  enough  to  monitc 
it,"  says  Major  Anthony  Trifiletti  at  F 
Carson.  William  Rutledge,  the  IFV  pre 
gram  manager  for  FMC,  says  proud! 
that  his  vehicle  is  so  fast  that  troop 
returning  from  the  testing  range  wei 
given  a  ticket  for  exceeding  the  35-mp 
speed  limit. 

FMC,  the  prime  contractor,  has  sper 
upwards  of  $50  million  of  its  own  i 
preparing  the  IFV  for  production,  whil 
the  Army  has  pumped  in  $262  millio 
over  18  years.  Even  if  the  orders  conn 
FMC  has  the  field  to  itself  only  unt 
1984,  when  the  contract  will  be  opene 
for  new  bidding,  although  FMC  doe 
have  the  edge  because  of  its  experienc 
in  its  early  development  and  production 

Is  the  project  worth  the  fuss?  Thirtee 
years  ago  the  Russians  decided  the  IF 
was  the  coming  thing.  Today  you  se 
them  on  every  TV  news  show,  in  new; 
papers  and  magazines,  those  low-tracke 
vehicles  in  rows  at  the  Kabul  Airport  c 
racing  down  Afghan  highways.  ■ 
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How  a  lapse  in  insurance  continuity 
can  affect  a  Board  of  Directors  meeting. 


It  could  bankrupt  you. 

Here's  how  it  works. 

Switching  your  Directors  and  Officers 
/erage  suddenly  from  one  insurer  to 
other  breaks  the  continuity  of  coverage 
u've  built  up  over  the  years. 

That's  because  your  new  insurer  will 
k  you  the  following  question: 

"Does  any  Director  or  Officer  have 
owledge  or  information  of  any  act,  error 


or  omission  which  might  give  rise  to  a 
claim  under  the  proposed  policy?" 

It's  a  sticky  question.  And  one  you 
and  your  Board  might  prefer  not  to  have 
to  answer.  Because  if  there  are  any  skel- 
etons in  your  company's  closet  your  new 
insurer  could  refuse  to  cover  them,  leaving 
you  entirely  unprotected  against  what 
could  turn  out  to  be  disastrous  losses. 

By  keeping  your  D  &  O  coverage 


with  us,  American  Home/National  Union, 
you'll  never  have  to  answer  that  sticky 
question  again.  Because  we'll  never  ask  it. 

And  that's  the  kind  of  continuity  a 
Board  of  Directors  would  really  jump  at. 


The  AIG  Companies. 

Let  us  take  the  risks. 


■lember  Company  of  American  International  Group. 


"At  General  Foods,  the  pursuit 
and  management  of  accurate  information  is 
the  essence  of  management  itself " 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


From  country  stores  to 
supermarkets,  General  Foods 
markets  some  700  products 
in  more  than  100  countries 
around  the  world.  To  help  do 
the  job  right,  General  Foods 
taps  the  resources  of  no  fewer 
than  10  companies  of  The  Dun 
&  Bradstreet  Corporation. 

Donnelley  Marketing,  for 
example,  is  the  D&B  company 
that  helps  General  Foods  by 
selecting  demographically 
tailored  audiences  for  product 
sampling,  couponing  and 
marketing  research. 

National  CSS,  the  newest 
D&B  company,  is  an  industry 
leader  in  computer  software 
and  related  services.  General 


Foods  uses  National  CSS  to 
help  track  consumer  accep- 
tance of  products,  to  monitor 
the  location  of  raw  materials 
and  for  a  multitude  of  other 
tasks. 

Technical  Publishing  is  the 
D&B  company  that  provides 
training  systems  to  help 
General  Foods  plant  mainte- 
nance personnel  sharpen  their 
skills-  in  fields  from  electrical 
maintenance  to  industrial 
electronics. 

Dun  &  Bradstreet  Credit 
Services  give  General  Foods  a 
thorough  grasp  of  the  financial 
condition  of  present  and  po- 
tential customers.  As  a  D&B 
subscriber,  General  Foods 
has  credit  information  on 


four  million  businesses 
at  its  fingertips. 

And  when  General  Foods 
wants  to  talk  to  consumers 
in  the  Houston,  Tulsa,  Sacra- 
mento, Fort  Wayne  and 
Indianapolis  marketplaces,  it 
advertises  on  the  Corinthian 
television  stations  in 
those  cities. 

These  are  just  a  few  of  the 
ways  the  companies  of  The 
Dun  &  Bradstreet  Corporation 
serve  General  Foods,  as  in- 
deed D&B  serves  thousands  of 
companies  around  the  world 
with  information  and  services 
that  help  build  success. 


The  Dun  &  Bradstreet 
Corporation 


Business  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  Dun  &  Bradstreet  International; 
Dun  &  Bradstreet  Plan  Services;  National  CSS;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley;  Official  Airline  Guides,  Travel  Magazines; 
Moody's  Investors  Service;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing;  Dun's  Marketing  Services; 
Broadcasting:  Corinthian  Television  Stations;  TVS  Television  Network;  Peters,  Griffin,  Woodward. 


A  convinced  random  walker  predicts  that  the  whole  stock  market  i 
going  to  take  a  walk  in  this  decade — a  walk  straight  uphill. 


Common  stocks — 
the  best  inflation 
hedge  for  the  1980s 


Drawing  by  Whitney  Darrow,  [r.;  ©  1951 


"Lei  me  put  it  this  way.  It's  five  years  from  now.  What  am  I  kicking  myself  for  not  having  boughW 


New  Yorker  Magazine,  In< 
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-ton  Malkiel,  47,  has  a  rare  combination  of 
?nts.  He  is  a  distinguished  economist,  chairman 
the  Princeton  economics  department  and  a 
ner  member  of  the  White  House  Council  of 
>nomic  Advisers.  He  is  a  successful  investor 
d  once  worked  as  a  security  analyst  on  Wall 
;et.  And  he  writes  well,  with  clarity  and  a  touch 
wit.  His  1973  book,  A  Random  Walk  Down 
11  Street,  was  the  clearest  exposition  yet  of  the 
feet  market  theory — the  theory  that  says  it's 
le  to  try  beating  the  market  because  "what  is 
>wn  about  a  stock  is  already  reflected  in  the 
:e."  But  like  an  atheist  who  convincingly  dis- 
ves  the  existence  of  God  and  then  offers  his 


readers  a  brief  glimpse  of  heaven,  Malkiel  says 
there  are  circumstances  when  the  investor  can 
beat  the  market.  He  or  she  can  sometimes  identify 
individual  stocks  that  are  too  much  out  of  favor 
relative  to  other  similar  stocks. 

Now  Burton  Malkiel  has  written  another  book, 
The  Inflation-Beater's  Investment  Guide,  to  be 
published  in  March  by  WW  Norton.  This  time  he 
says,  in  effect,  that  almost  the  entire  stock  market 
is  too  much  out  of  favor  relative  to  alternative 
investments  like  gold,  real  estate  and  antiques.  In 
that  sense,  virtually  the  whole  market  is  a  buy.  In 
the  following  excerpt  from  his  forthcoming  book, 
Malkiel  tells  why  he  thinks  so— J.W.M. 


An  atheist 
glimpses  heaven 


By  Burton  Malkiel 

veen  1968  and  1979,  the  annual  rate  of  return  on  common 
ks  was  a  paltry  3.1%.  During  the  1980s,  I  believe,  that 
:e  will  be  around  15% — perhaps  even  more.  Hard  to  be- 
;?  Read  on  and  you  will  find  why  common  stocks  have 
hed  their  current  sorry  state  and  why  their  future  is  much 
iter  (and  yours,  too)  if  you  invest  now. 
ire  has  all  the  money  gone? 

ick  in  the  1960s,  it  was  widely  believed  that  sensible 
stors  should  buy  common  stocks  for  generous  long-run 
rns  and  for  protection  against  inflation.  Over  the  long  pull 
mon  stocks  have  produced  an  annual  rate  of  return  of 
it  9% — considerably  above  the  long-run  rate  of  inflation, 
eover,  it  seemed  reasonable  to  suppose  that  equities,  repre- 
ing  ownership  claims  on  real  property,  would  provide 
stors  with  long-run  protection  against  inflation.  After  all, 
n  era  of  inflation,  the  value  of  assets  such  as  factories, 
pment  and  inventories  should  rise  along  with  all  other 
is. 

t's  face  it,  however,  during  the  1970s,  stock  market  in- 
ing  has  created  a  nouveau  poor  in  the  U.S.  The  Dow  Jones 
strial  average,  which  supposedly  crossed  the  1000  barrier 
good"  in  1973,  ended  the  decade  of  the  1970s  still  lan- 
bing  near  the  800  level.  Because  this  disastrous  perfor- 
ce occurred  at  the  same  time  the  general  price  level 
;ased  about  70%,  it  has  now  become  fashionable  to  believe 
stocks  are  no  longer  an  effective  hedge  against  inflation  (if 
ever  were).  Indeed,  many  financial  writers  claim  that 
tion  destroys  real  earnings  power  and  "swindles  the  equity 
stor."  To  be  sure,  the  stock  market  did  put  in  a  creditable 
)rmance  in  1979,  especially  if  indexes  other  than  the  Dow 
lsed  to  measure  returns.  Still,  this  did  not  prevent  Business 
'.  in  1979  from  publishing  a  cover  story  on  the  death  of 
ties.  Many  institutional  investors  have  remained  at  the 
lines  and  individuals  have  been  consistent  net  sellers  of 
r  equity  mutual  funds.  At  the  present  time,  few  people  are 


.'(/from  the  forthcoming  book  The  Inflation-Beater's  Investment  Guide,  by  Burton 
?/,  to  be  published  by  WW.  Norton  &  Company  Copyright  ©  1980  by  Burton 
•I  Reprinted  hy  permission  of  tlx-  publishers 


thanking  Paine  Webber,  and  even  when  E.F.  Hutton  talks, 
nobody  listens. 

Investors  during  the  1970s  found  little  comfort  in  the  satis- 
factory long-run  performance  record  of  common  stocks.  They 
are  all  too  well  aware  of  Lord  Keynes'  admonition,  "In  the  long 
run  we  are  all  dead."  The  market  has  killed  off  most  of  its 
supporters  during  the  last  decade.  A  lot  of  money  that  fled  the 
stock  market  wound  up  in  gold  and  various  objets  d'art,  invest- 
ments whose  prices  have  recently  been  far  outdistancing  infla- 
tion. The  price  of  gold  has  been  gyrating  wildly,  selling  in 
recent  weeks  at  prices  as  high  as  $875  an  ounce. 

An  interesting  study  was  done  in  1979  by  Robert  S.  Salomon 
Jr.,  of  the  renowned  investment  firm  of  Salomon  Brothers. 
Salomon  plotted  the  1968-79  investment  records  of  several 
major  assets.  The  results — as  the  table  shows — leave  very  little 
doubt  as  to  the  reason  that  money  has  been  leaving  the  stock 
market. 

In  the  11  years  to  1979,  common  stocks  actually  underper- 
formed  long-term  bonds,  while  gold,  Chinese  ceramics,  stamps 
and  other  nontraditional  investments  produced  extraordinary 
returns.  One  is  reminded  of  the  story  of  the  small  boy  on  his 
first  trip  to  an  art  museum  who  was  told  that  a  famous  abstract 
painting  was  supposed  to  be  a  horse.  "Well  then,"  the  boy 
wisely  asked,  "if  it's  supposed  to  be  a  horse,  why  isn't  it?"  If 


Traditional  versus  nontraditional  investments 
1963-1979 

Compound 

annual  growth 

Investment 

in  value  1968-79 

Gold 

19.4% 

Chinese  ceramics 

19.1 

Stamps 

18.9 

Rare  books 

15.7 

Silver 

13.7 

Coins  (U.S.  nongold) 

12.7 

Old  master  paintings 

12.5 

Diamonds 

11.8 

Farmland 

11.3 

Single-family  house 

9.6 

U.S.  Consumer  Price  Index 

6.5 

Foreign  currencies* 

6.4 

High-grade  corporate  bonds 

5.8 

Common  stocks 

3.1 

*West  German  mark,  Japanese  yen,  Swiss  franc  and  Dutch  guilder. 
Source  Salomon  Brothers. 
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common  stocks  are  supposed  to  be  an  inflation  hedge,  inves- 
tors may  legitimately  ask,  why  aren't  they? 
Why  has  all  the  money  gone? 

The  dissatisfaction  with  equities  goes  deeper,  however,  than 
impatience  with  their  performance  during  any  particular  peri- 
od. Many  investors  now  feel  that  common  stocks  can  no 
longer  protect  against  inflation.  These  Wall  Street  nay-sayers 
believe  that  receni  inflation  has  caused  corporate  profits  and 
dividend-paying  ability  to  shrink  drastically,  especially  when 
appropriate  inflation  adjustments  are  made  to  the  reported 
figures.  Inflation  is  portrayed  as  a  kind  of  financial  neutron 
bomb:  It  leaves  the  structure  of  corporate  enterprise  intact  but 
destroys  the  lifeblood  of  profits.  Since  profits  are  the  source  of 
dividends  and  since  increased  earnings  provide  the  underpin- 
ning for  capital  gains,  these  doomsayers  see  nothing  but  trou- 
ble for  the  stock  market.  The  engine  of  capitalism  seems  to 
many  investors  to  be  running  in  reverse,  and  in  such  a  case  a 
walk  down  Wall  Street — random  or  otherwise — might  be  quite 
unhealthy. 

The  specific  thesis  of  those  who  take  a  more  or  less  apoca- 
lyptic view  of  the  world  is  that  profits  as  a  percentage  of 
invested  capital  have  shrunk  considerably,  especially  over  the 
late  1960s  and  early  1970s.  Money  has  left  the  stock  market  for 
dividendless  gold  and  breakable  china  because  of  this  alleged 
profits  squeeze,  which  is  at  the  bottom  of  most  of  the  bad- 
mouthing  of  common  stocks. 

But  is  the  world  such  a  depressing  place  these  days?  Are 
corporate  profits — those  record  levels  that  were  being  reported 
by  many  companies  in  1979 — an  illusion?  Has  inflation  made 
emperor's  clothes  out  of  profits  and  the  stock  market  as  well? 
Is  it  true  what  they  are  saying  about  profits? 

In  an  era  of  inflation,  figuring  out  true  profitability  can  be 
quite  complex.  The  problem  is  that  inflation  tends  to  make 
reported  profits  appear  misleadingly  large.  Inflation  swells  re- 
ported profits  (as  well  as  actual  tax  liabilities)  through  two 


fictitious  elements — the  overstatement  of  income  (because 
the  inclusion  of  inventory  profits)  and  the  understatement 
expenses  (because  depreciation  charges  are  calculated  on  ori^ 
nal  rather  than  replacement  cost). 

Inventory  profits  provide  the  same  kind  of  illusory  benefi 
for  a  business  firm  that  real  estate  gains  provide  for  hofl 
owners.  Home  owners  have  paper  capital  gains  from  the  risil 
values  of  their  homes,  but  unless  they  obtain  additional  mot 
gages  at  high  interest  rates  they  cannot  use  this  wealth  as  loi 
as  they  live  in  them.  Even  worse,  as  soon  as  their  property] 
reassessed,  property  taxes  go  up.  Similarly,  inventory  profi 
are  not  the  benefit  to  a  firm  that  they  seem.  As  the  fi 
disposes  of  its  appreciated  inventory,  tbe  goods  must  be 
placed  at  higher  prices.  Thus,  inventory  profits  provide  no  c 
flow  for  the  firm.  Indeed,  just  the  opposite  is  true,  for  th 
paper  profits  are  taxed  at  regular  income  tax  rates. 

Depreciation  charges  are  another  factor  in  the  inflatic 
swollen  profit  picture.  These  are  the  expenses,  charged  again 
taxable  income,  for  the  wearing  out  of  the  firm's  plant  ai 
equipment  during  the  production  process.  The  less  the  charg 
the  more  income  (and  profit)  will  be  reported.  Because  depre< 
ation  charges  are  based  on  low  original,  rather  than  high 
current,  replacement  cost,  they  are  usually  not  as  high  as  th 
should  be.  This  makes  the  remaining  income  appear  as  healtl 
profit  when  it  should  be  set  aside  to  provide  for  the  necessa 
replacement  of  the  depreciating  assets.  Thus,  we  must 
careful  in  looking  at  profits  to  judge  them  as  nearly  as  possih 
on  a  true  economic  basis  and  to  refrain  from  being  misled  I 
apparently  satisfactory  reported  earnings. 

But,  as  we  all  know,  "there  are  lies,  damned  lies  and  statl 
tics."  Most  people  forget  that  there  is  a  further  necessal 
inflation  adjustment  to  reported  profits:  Inflation  reduces  tl 
real  value  of  the  firm's  debt.  Current  accounting  conventiol 
ignore  this  fact.  It  is  well  known  that  bondholders  suffer  frq 
inflation  because  they  get  paid  back  in  dollars  that  have  1 
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1946.  July  31. 

A  Philippine  Airlines 
DC-4  rolled  down  the  runway 
at  Manila  International 
Airport,  lifted  off  smoothly 
for  San  Francisco  and 
launched  the  first  trans- 
Pacific  service  of  any 
Asian  airline  —  the  first  of 
many  firsts  for  Philippine 
Airlines.  The  first  Asian 
airline  to  fly  internationally, 
first  to  Europe,  first  to  fly 
daily  between  North  America 
and  Manila. 

The  first  to  introduce 
Western  business  travelers 


to  the  Orient.  A  nd  vice  versa. 

Today,  Philippine 
Airlines  —  the  first  airline  in 


Asia  —  offers  the  last 
word  in  747's.  An  entirely 
new  concept  in  business  air 
travel  for  the  '80 's. 

We'll  give  you  a  choice 


of  48  deeper-reclining  easy 
chairs  in  our  special  Executive 
Class  section.  Fine  French 
champagne  and  cocktails  are 
complimentary  and  the  in- 
flight attention  is  more  like 
First  Class  than  Coach. 

When  you  fly  Philippine 
Airlines'  daily  747's 
First  Class  from  San 
Francisco  to 
Manila  via 
Honolulu, 
you  can 
reserve 


a  full-length  bed  on  our 
upper  deck  sleeper 
lounge  for  a 
minimal 
extra 
charge. 


®  Philippine  Airlines 

The  last  word  in 747's.  From  the  first  airline  in  Asia. 


Profits  and  equity 


iflation  adjusted  profits  related  to  replacement  value  of  equity  capital 


lasing  power  than  the  dollars  originally  invested.  But  the 
terpart  of  the  bond  investor's  loss  is  the  bond  issuer's 
And  this  gain  to  the  corporation  and  its  stockholders 
the  declining  real  value  of  corporate  debt  must  be  includ- 
any  valid  measure  of  inflation-adjusted  profits, 
art  1  presents  the  development  of  fully  adjusted  corporate 
;s  in  the  U.S.  over  the  past  quarter  century.  The  numbers 
clearly  that  there  is  no  evidence  that  corporate  profitabil- 
in  a  long-run  decline.  While  profits  in  the  1970s  were 


certainly  lower  than  they  were  in  the  mid-1960s,  they  were 
not  much  different  in  the  late  1960s  and  1970s  from  what  they 
were  in  the  late  1950s  and  early  1960s.  What  appears  to  be 
more  of  an  aberration  is  the  period  from  the  mid-  to  late- 1960s 
when  profit  rates  were  unusually  high  and  when  the  economy 
was  characterized  by  "overfull"  employment  and  flat-out  ca- 
pacity operations  during  our  massive  involvement  in  the  Viet- 
nam War.  Even  if  profits  fell  somewhat  during  a  recession  in 
the  early  1980s,  the  case  would  still  hold.  There  is  simply  no 
evidence  that  true  profits  have  been  "sliding  down  a  pole 
greased  by  cruel  and  inexorable  inflation,"  as  is  widely  believed 
in  the  financial  community. 
Has  dividend  growth  been  inadequate? 

Perhaps,  however,  we  are  looking  in  the  wrong  place  for  a 
clue  to  the  market's  decline.  Remember  the  well-known  story 
of  the  government  bureaucrat  searching  on  his  hands  and 
knees  on  Pennsylvania  Avenue  for  some  object  during  the 
midday  rush?  "What  are  you  looking  for?"  asked  a  passerby. 

"My  watch." 

"Do  you  remember  where  you  lost  it?" 
"Over  on  Connecticut  Avenue." 
"Then  why  are  you  looking  here?" 
"The  light  is  better  here." 

There  is  much  light  placed  on  corporate  earnings  in  the 
financial  press,  but  perhaps  the  experts  would  be  wiser  to  focus 
on  dividends  rather  than  earnings.  Maybe  the  relevant  ques- 
tion is  not  what  earnings  show — however  adjusted — but  rather 
what  dividends  U.S.  corporations  are  able  to  pay.  The  acid  test 
of  whether  true  earning  power  is  increasing  is  the  ability  of 
corporations  to  provide  a  stream  of  dividends  whose  growth 
will  keep  up  with  inflation.  Let  us  then  move  our  light  over 
from  earnings  to  dividends. 

Chart  2  shows  the  progression  of  dividends  over  the  past 
two  decades,  as  well  as  the  inexorable  upward  march  of  the 
price  level  as  measured  by  the  Consumer  Price  Index.  It  is  clear 


)d  nights  sleep  between  here  and  the  Orient: 


ffer  more  sleeping  berths 
any  other  airline  in  the 

i.  14!  That  means  you'll 
a  better  chance  of 

reserving  a  bed  on  PAL  than 
on  any  other  airline. 

You'll  dine  on  our  award- 
winning  La  Nouvelle  Cuisine 

and  catch  the  show  on  the 
most  advanced  entertain- 
ment system  flying. 

PAL's  new  generation 

747's.  They're  the  very  latest 
in  trans -Pacific  travel. 

From  the  very  earliest 
airline  in  Asia. 
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from  the  chart  that  dividends  from  the  major  U.S.  corporations 
(as  measured  by  the  Standard  &.  Poor's  Composite  Index)  have 
outpaced  inflation.  Even  more  exciting  is  an  index  of  the 
dividends  of  28  growth  companies  compiled  by  David  L. 
Babson  &  Co.;  it  far  outdistances  the  CPI.  Clearly  the  problem 
does  not  lie  in  inadequate  dividend  growth. 
Why  is  the  market  feeling  so  bad? 

If  it  is  not  a  precipitous  and  irreversible  drop  in  profitability 
and  dividend-paying  ability  that  is  responsible  for  the  market's 
malaise,  why  is  the  market  feeling  so  bad?  The  major  reason 
for  the  decline  in  equity  prices  is  that  investors'  evaluation  of 
earnings — the  multiple  they  are  willing  to  pay  for  a  dollar  of 
earnings — has  fallen  roughly  in  half.  But  why  have  multiples 
collapsed? 

In  my  judgment,  the  problem  is  that  investors  now  demand 
much  higher  prospective  rates  of  return  from  common  stocks 
to  compensate  them  for  the  sharply  increased  risk  they  per- 
ceive. Investors  in  the  mid-  to  late- 1960s  saw  the  economic 
environment  as  a  very  stable  one  and  faced  the  future  with 
feelings  of  consummate  confidence.  From  the  middle  1970s  to 
the  end  of  the  decade  investors  had  good  reason  to  view  the 
economy  as  far  less  stable,  and  they  looked  to  the  future  with 
considerable  uncertainty. 

In  the  mid-1960s  inflation  was  only  beginning  to  rear  its  ugly 
head  and  consumer  prices  had  been  relatively  stable  for  a 
number  of  years.  We  even  thought  in  those  days  that  we  could 
manipulate  the  economy  so  that  recessions  could  be  "fine- 
tuned"  away:  Depressions  were  considered  a  curious  anachro- 
nism. In  short,  the  world  seemed  very  stable.  In  retrospect,  it  is 
clear  that  this  confidence  and  the  associated  high  multiples 
assigned  to  earnings  were  not  justified.  Today,  in  contrast, 
there  is  in  our  country  an  almost  palpable  mood  of  uncertainty 
and  pessimism.  Who  would  have  believed  ten  years  ago  that 
we  could  go  through  a  period  when  the  unemployment  rate 
would  approach  9%  or  that  the  inflation  rate  would  be  mea- 
sured in  double  digits,  let  alone  that  both  could  occur  simulta- 
neously as  they  did  in  the  mid-1970s?  Today  the  inflation  rate 
remains  at  unprecedented  high  levels  more  usually  associated 
with  a  banana  republic  than  with  the  U.S.  economy.  This 
instability  in  our  economic  system  has  generated  a  mood  of 
anxiety  and  foreboding  about  the  future  of  the  economy  and 
about  our  ability  to  cope  with  our  current  economic  problems. 

Hand  in  hand  with  greater  economic  uncertainty  and  insta- 
bility is  a  wider  dispersion  of  potential  outcomes  and  more 
unstable  prospects  for  corporate  enterprises.  Thus,  corpora- 
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tions'  earnings  available  for  their  equity  securities  (dare  I  sa 
equity  insecurities?)  are  now  quite  rationally  considered  mon 
variable  and  less  dependable.  Indeed,  as  investor  sentiment  ha 
shifted  to  a  fuller  recognition  of  the  risks  of  equity  ownershij 
there  may  well  have  been  an  excessive  reaction.  There  ha 
been  a  tendency  for  uncertainty  to  turn  to  extreme  pessimisn 
Murphy's  law  of  "what  can  go  wrong  will  go  wrong"  has  bee 
replaced  by  O'Toole's  commentary,  "Murphy  was  an  opt: 
mist."  As  a  consequence,  investors  have  become  reluctant 
hold  equities  unless  their  prospective  returns  are  raised  by  a 
increased  "risk  premium"  appropriate  to  the  new  higher  lev< 
of  risk  associated  with  equity  ownership.  Ironically,  this 
accomplished  through  a  decline  in  stock  prices  relative 
earnings  so  as  to  provide  larger  future  returns  consistent  wit 
the  new  riskier  environment.  Precisely  because  equities  ar 
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perceived  to  have  become  riskier,  investors  have  marked  dow 
their  prices  so  that  stocks  can  provide  in  the  future  an  apprc 
priately  higher  expected  rate  of  return  as  compared  with  leS 
risky  assets. 

The  sickness  of  the  stock  market  appears  to  result  from 
very  sharp  increase  in  the  risk  perceptions  of  investors;  this  u 
turn  has  caused  a  devastating  markdown  in  the  evaluation  c 
earnings  (the  price  investors  are  willing  to  pay  for  a  dollar  c 
earnings).  In  early  1973,  investors  paid  over  $18  for  a  dollar  c 
earnings  for  the  Standard  &  Poor's  Composite  Index.  Today, 
dollar  of  the  same  earnings  commands  less  than  $8  in  th 
market,  as  shown  in  Chart  3.  Multiples  of  fast-growing  compa 
nies  suffered  an  even  sharper  drop.  In  early  1973  the  multipl 
for  the  David  Babson  index  of  growth  stocks  (whose  divideni 
growth  was  shown  in  Chart  2)  was  close  to  30.  At  the  end  a 
1979,  it  had  fallen  to  less  than  10.  It  was  the  decline  in  multiple 
tlxit  prevented  stock  prices  .from  reflecting  the  real  underlying 
progress  most  companies  made  in  earnings  and  dividend  growth 
To  be  sure,  this  increase  in  risk  premiums  is  related  to  infla 
tion,  which  has  made  all  long-term  investment  decisions  mon 
uncertain.  But  the  result  of  these  increased  risk  premiums  i 
that  stocks  now  offer  larger  anticipated  rates  of  return  t< 
attract  investors.  While  the  falling  stock  prices  associated  wit! 
increased  risk  premiums  have  reduced  rates  of  return  over  th< 
past  several  years  (and  have  in  fact  caused  substantial  losses 
depending  on  the  investment  period  covered),  such  price  de 
clines  tend  to  increase  investment  returns  in  the  future.  Thi 
leads  to  a  somewhat  paradoxical  conclusion:  Because  stocks 
have  been  such  a  poor  investment  over  the  past  several  years 
they  should  produce  far  more  generous  returns  in  the  future 
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Our  Job. 


The  American  Electric  Power  Systems 
philosophy  of  service  was  first  formally  stated 
in  1934  by  its  then  President,  George  Tidd. 
This  understanding  of  our  job  has  not  changed 
through  the  intervening  years.  It  is  still  our 
pledge  to  the  public  and  the  creed  of  every 
employee.  As  we  start  a  new  decade  of  service 
to  6,400,000  persons  in  seven  states,  it  is 
worthwhile  to  reiterate  this  philosophy. 

"Our  job  is  generating  electricity  and 
getting  it  to  where  it's  used.  We're  in  this 
business  because  it  is  concerned  with  the  supply 
of  a  fundamental  requirement  of  modem  living, 
because  it's  an  honorable  one,  because  we  like 
it,  and  because  we  want  to  earn  a  living  at  it. 

"We  aim  to  give  one  kind  of  service  to 


everyone . . .  the  best  that's  possible.  That  means 
supplying  our  customers  with  what  they  want 
when  they  want"  it.  It  means  being  courteous 
at  all  times  and  maintaining  attractive,  easy-to- 
do-business-with  offices. 

"It  means  doing  everything  we  can  to 
keep  complaints  from  arising,  and  it  means 
prompt  and  fair  handling  of  those  that  do. 

"We  are  a  citizen  of  each  community  we 
serve  and  take  an  active  part  in  its  affairs.  Like 
any  other  citizen,  we  want  our  neighbors  to  think 
well  of  us.  Besides,  it  makes  good  business  sense. 
We  prosper  only  as  the  community  prospers; 
so  we  help  it  thrive  in  every  way  we  can. 

"Such  is  our  job  as  we  see  it.  We  are  trying 
to  do  it  well  and  to  do  it  better  all  the  time!' 


We  give  it  our  best. 

American  Electric  Power 


Appalachian  Power  Co..  Indiana  &  Michigan  Electric  Co..  Kentucky  Power  Co..  Kingsport  Power  Co..  Michigan  Power  Co..  Ohio  Power  Co..  Wheeling  Electric  Co. 


It  is  precisely  the  poor  performance  of  equities  that  provides 
the  price  adjustments  necessary  to  produce  appropriately  high- 
er returns  in  the  future.  The  issue  is  not  how  badly  equity 
investors  have  done  in  the  past  several  years — it  is  what 
investors  might  be  kicking  themselves  about  five  years  from 
now  for  not  having  bought  today. 

What  returns  are  likely  from  stocks  purchased  at  today's 
prices? 

We  all  know  that  the  decade  of  the  1970s  has  been  an 
absolutely  dreadful  one  for  equity  investors.  But  now  ask 
yourself  what  kinds  of  returns  stock  owners  would  have 
earned  had  they  suffered  from  the  devastating  fall  in  earnings 
multiples.  Peter  Bernstein,  one  of  the  most  incisive  and 
independent  Wall  Street  analysts,  has  done  just  such  a  make- 
believe  calculation.  Bernstein  starts  his  calculation  in  1968, 
just  as  the  market  started  to  go  to  hell  in  a  handbasket  or  in 
some  other  nongas-powered  vehicle.  He  asks,  "Suppose  that 
you  could  have  bought  common  stocks  in  1968  at  today's 
price/earnings  ratios:  How  would  you  have  fared  through  the 
years  of  accelerating  inflation,  exploding  interest  rates,  two 
major  recessions,  Penn  Central,  New  York  City,  Bank  Her- 
statt,  the  virtual  impeachment  of  a  president,  the  Vietnam 
debacle,  price  and  wage  controls  and  the  demise  of  the  dollar, 
just  to  name  a  few  of  the  horrors  that  we  have  experienced 
during  this  dismal  period?"  Believe  it  or  not,  the  answer  is: 
Very  well. 

The  Dow  Jones  industrial  average  earned  $57.89  in  1968.  If 
you  bought  the  Average  at  the  end  of  1968  at  8  times  those 
earnings,  you  would  have  paid  $463.  You  would  have  received 
$428  in  dividends  over  the  subsequent  1 1  years.  At,  say, 
$850 — the  actual  average  price  for  the  Dow  in  1979 — your  total 
return  would  have  worked  out  to  about  12%  per  annum 
through  all  the  trauma  of  one  of  the  most  difficult  decades  in 
history.  Dividends  alone  would  have  returned  over  90%  of  the 
original  investment,  offsetting  substantially  all  of  the  inflation 
over  this  period.  Bernstein  also  points  out,  "If  you  had  been  able 
to  buy  the  Dow  at  8  times  earnings  in  1968  and  held  on  [during  the 
1970s],  the  Average  could  be  selling  at  [only]  5-5  times  earnings  in 
1979  and  still  would  have  provided  you  with  a  total  return  suffi- 
cient to  hare  kept  pace  with  inflation.  It  would  have  had  to  sink  to 
less  than  1  times  1979's  earnings  to  make  your  total  return 
negative  in  nominal  terms!" 

Similar  kinds  of  results  can  be  obtained  using  the  Standard  & 
Poor's  Index  instead  of  the  Dow.  When  the  calculations  are 
done  with  samples  of  growth  companies,  the  results  are  even 
more  favorable.  The  point  is  that  were  it  not  for  the  enormous 
drop  in  multiples,  tbe  returns  from  the  market  would  have 
been  excellent. 

So,  how  does  all  this  add  up  to  15%? 

Let's  continue  and  see  how  you  can  obtain  a  15%  return, 
which  will  more  than  compensate  for  your  fortitude  in  invest- 
ing in  stocks.  I'm  not  going  to  promise  you  a  rose  garden,  just  a 
meat-and-potatoes  stock  like  good  old  Ma  Bell  to  justify  my 
optimism  and  my  assertion  of  a  15%  return. 

American  Telephone  &  Telegraph  Co.  is  not  a  spectacular 
investment  but  it  is  a  high-quality  bellwether  stock  and  very 
widely  held  by  the  public.  At  the  beginning  of  the  1980s  the 
basic  investing  measurements  for  an  AT&T  share  were  as 
follows: 

AT&T  investment  profile 
early  1980 


Price:  $51.50 

Estimated  1980  earnings:  $7.80 

Price/earnings  ratio:  6.6 

Estimated  1980  dividend:  $5 

Yield:  9.7% 


We  see  that,  for  openers,  an  investor  can  expect  a  9.7%  rate 
of  return  just  from  a  continuation  of  the  same  $5  dividend.  Ma 


Bell  doesn't  leap  and  bound,  but  she  has  been  able  to  produce 
growing  dividends.  Even  during  the  1970s  (a  decade  most 
equity  investors  would  rather  forget),  the  dividend  grew  at 
better  than  a  7'/2%  rate.  Let's  be  really  cautious  and  suppose 
that  during  the  1980s  the  dividend  grows  at  only  a  5.8%  rate 
(certainly  a  conservative  assumption  and  actually  somewhat 
below  some  estimates  currently  being  made  in  Wall  Street). 
Now  we  all  know  that  when  earnings  and  dividends  grow  at  an 
average  rate  of,  say,  5.8%,  we  don't  expect  the  growth  to  come 
in  at  exactly  that  rate  in  every  year.  Prosperous  years  for  the 
economy  may  bring  much  larger  increases — recession  years 
could  even  bring  declines,  especially  in  earnings.  But  let's 
suppose  that  1981,  for  example,  is  an  average  year.  We  now 
have  the  picture  shown  below. 

1981  estimated  growth 


Estimated  1981  earnings:  $8.25  (5.8%  +  $7.80) 
Estimated  1981  dividend:  $5.29  (5.8%  +  $5) 


Before  we  can  project  an  AT&T  investor's  overall  rate  of 
return  during  1980 — including  both  dividends  and  changes  in 
the  worth  of  a  share — we  need  to  project  what  the  stock  price 
will  be  at  the  start  of  1981.  Suppose  we  conservatively  project 
that  the  market  will  be  just  as  pessimistic  at  the  start  of  1981 
as  it  was  at  the  start  of  1980.  It's  easier  to  get  into  a  state  of 
depression  than  to  get  out  of  it  (like  the  old  saw  about  making 
love  to  a  gorilla:  You  don't  quit  when  you  get  tired;  you  quit 
when  the  gorilla  gets  tired).  With  the  same  degree  of  pessi- 
mism prevailing  at  the  start  of  1981,  the  market  would  contin- 
ue to  assign  a  price/earnings  multiple  of  6.6  and  a  dividend 
yield  of  9.7%  to  AT&T  stock.  Thus,  it  will  sell  at  54 ^  a 
share — 6.6  times  its  earnings  at  $8.25 — while  still  producing  a 
9.7%  yield  on  its  then-projected  $5.29  dividend.  We  have  now 
completed  our  investment  profile. 

Estimated  investment  profile 
early  1981 


Price:  $54.45  (6.6  x  $8.25  earnings) 

Estimated  1981  earnings:  $8.25 

Price/earnings  ratio:  6.6 

Estimated  1981  dividend:  $5.29 

Yield:  9.7% 


Under  these  circumstances,  the  holder  of  AT&T  stock  can 
expect  a  yearly  return  of  15V2% — 9.7%  from  the  dividend  yield 
and  5.8%  from  the  growth  of  the  company.  The  investor  gets 
$5  in  dividends  and  approximately  $3  in  capital  gains  for  a 
total  return  of  $8 — approximately  1 5  V2  %  of  the  original  $51.50 
investment  (because  of  rounding,  the  arithmetic  comes  out 
only  approximately  correct). 

Returns  to  holders  of  AT&T  common 
12  months  from  early  1980  to  early  1981 


Purchase  price  1980:  $51.50 
Market  price  1981:  $54.45 
Capital  gain:  $3 
Dividend  during  period  held:  $5 

Total  return:  $8  (15.5%  on  purchase  price) 

That  seems  almost  too  good  to  be  true.  And  yet  it's  a 
conservative  estimate.  In  general,  the  rule  to  use  to  find  the 
prospective  rate  of  return  on  any  stock  is  to  add  the  expected 
growth  rate  of  the  company  to  its  dividend  yield.  The  rule 
works  whenever  there  is  no  change  in  the  general  level  of  P/E 
multiples  or  dividend  yields. 

Just  for  fun,  let's  speculate  a  bit  and  change  the  rules  of  our 
game.  Suppose  that  AT&T's  P/E  ratio  goes  up  to  8,  which  is 
still  less  than  the  14  averaged  during  the  1960s  and  1970s.  As 
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Why  should  two  men  with  identical  cars 
and  similar  driving  records  have 
different  auto  insurance  rates? 


Both  men  are  about  the  same  age,  live  in  the  same  state 
and  drive  their  cars  about  the  same  number  of  miles  a  year.  Yet 
the  man  on  the  left  pays  more  because  he  lives  in  a  city. 

As  representatives  of  a  major  group  of  property  and  casu- 
alty insurance  companies,  we  want  everyone  to  understand 
the  reasons  why  people  who  live  in  cities  pay  higher  auto 
insurance  premiums  than  suburban  or  rural  residents. 

Higher  Loss  Potential 

The  large  number  of  people  driving  within  a  relatively  small 
area  increases  the  likelihood  of  something  unfortunate  hap- 
pening to  you  or  your  car.  For  example:  motorists  driving  in  the 
Manhattan  borough  of  New  York  City  experienced  41%  more 
accidents  per  thousand  drivers  in  1977,  compared  to  their 
counterparts  in  suburban  areas. 

Higher  Repair  Costs 

Should  your  car  be  involved  in  a  mishap,  it  will,  on  the  average, 
cost  you  more  to  repair.  In  cities,  the  higher  cost  of  commer- 
cial space  and  the  higher  wages  paid  to  skilled  labor  result  in 
increased  overhead  for  the  auto  repair  industry,  as  for  most 
businesses. 

Greater  Risk 

The  crime  problems  associated  with  densely  populated  areas 
increase  the  risk  of  your  car  being  vandalized  or  stolen. To 
cover  this  greater  loss  potential,  insurance  companies  must 
charge  higher  premiums. 


Some  people  think  this  practice  is  unfair.  We  disagree.  We  be- 
lieve people  with  lower  exposure  to  loss  should  not  have  to 
subsidize  those  with  higher  exposure  to  loss.  Of  course,  where 
you  live  is  only  one  of  the  many  factors  that  determine  the  cost 
of  your  auto  insurance.  But  it  is  a  factor  that  can  be  accurately 
measured  through  the  accident  claims  experience  of  drivers. 

Working  together,  we  believe  we  can  keep  the  costs  of  auto  in- 
surance fairly  distributed. ..and  affordable. 

Here's  what  we're  doing  to  keep  costs  down: 

■  Reassessing  the  loss  potential  of  geographical  areas. 

■  Investigating  repair  claims  more  thoroughly. 

■  Working  through  the  Insurance  Institute  for  Highway  Safety 
to  make  cars  more  crash-resistant  and  highways  safer. 

■  Distributing  the  administrative  costs  of  providing  insurance 
more  evenly  among  rural  and  urban  dwellers. 

■  Supporting  the  National  Automobile  Theft  Bureau,  which  is 
working  to  reduce  auto  thefts  and  to  advise  on  theft  prevention. 

Here's  what  you  can  do: 

■  Ask  your  agent  about  discounts  that  may  be  available. 

■  Check  into  a  higher  deductible.  It  will  lower  your  premium. 

■  Join  a  car  pool  if  you  have  to  drive  to  work.  It  will  save 
gasoline  and  you  will  reduce  your  insurance  premium. 

■  Lock  your  car.  Don't  invite  trouble. 


Affordable  insurance  is  our  business—and  yours. 


This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  New  York,  N.Y  10038. 


EXPLORE  A  WORLD 
THAT  UNTIL  NOW 

YOU'VE  ONLY 
STEPPED  ON.m> 


Watch  The  Invisible  Wild 
March  3rd  at  8  p.m.  A 
7  Central  on  PBSy  y 

CJieck  your  local  listings.    F  f 


Under  your  foot,  in  your  home, 
and  a  million  miles  out  in  space  there's  a  world 
your  eyes  alone  can  never  see. 

The  Invisible  World,  a  new 
National  Geographic  Special,  reveals  this  world 
in  unbelievable  detail. 

It's  eye-opening  television  that  uses 
amazing  new  photographic  techniques  to 
bring  the  entire  family  face-to-face  with  atoms, 
grotesque  bugs,  and  distant  stars. 

Five  years  ago,  Gulf  made  a 
commitment  with  the  National  Geographic 
Society  and  the  Public  Broadcasting  Service  to 
American-made  Public  Television. 

Together,  we've  set  Public  Television 
viewing  records. 

In  fact,  the  documentaries  are 
consistently  the  highest-rated  specials 
on  PBS. 

For  an  hour  of  discovery  television, 
remember  the  first  Monday  of  January, 
February,  March,  and  April. 

loin  us  and  explore  new  worlds, 
recall  bygone  eras,  examine  unknowns, 
and  discover  worlds  your  eyes  alone  can 
never  see. 

GUIJ  OIL  CORPORATION 
NATIONAL  GEOGRAPHIC  SOOETY 
PUBLIC  TELEVISION 

Partners  in  Discovery  — -\ 

(Gulf) 

Gulf  Oil  Corporation, 


J. P.  Morgan  once  remarked,  "It  always  stops  raining,"  and  who 
knows — it  could  stop  raining  on  the  stock  market,  too.  With 
earnings  of  $8.25,  a  P/E  of  8  would  boost  AT&T  shares  to  $66. 
This  would  produce  a  total  rate  of  return  for  the  yqar  (including 
the  $5  dividend  and  the  $14.50  capital  gain)  of  nearly  38%. 

The  moral  is  clear.  Even  if  the  clouds  don't  lift,  AT&T  was 
priced  at  the  start  of  the  1980s  to  provide  quite  a  generous 
prospective  return  of  1 5 Vi  % .  Indeed,  the  multiple  could  even 
fall  a  bit  and  the  returns  would  still  be  acceptable.  Any  .relief 
from  the  prevailing  mood  of  uncertainty  and  pessimism,  how- 
ever, could  bring  spectacular  returns — even  to  a  staid  "widow's 
and  orphan's"  stock  like  AT&T. 

What  about  the  rest  of  the  market?  It  abounds  with  golden 
eggs.  I've  done  similar  calculations  for  the  30  stocks  of  the 
Dow  Jones  industrial  average  as  of  the  start  of  the  1980s.  When 
you  add  the  dividend  yields  for  each  stock  to  the  long-run 
growth  rates,  the  prospective  return  is  over  15%.  (Growth 
rates  are  estimated  by  the  Value  Line  Investment  Survey.)  This 
average  return  of  over  15%  looks  good  either  by  historical 
equity  standards  or  by  the  current  yields  on  long-term  bonds. 

I hope  I've  convinced  you  that  there  should  be  common 
stocks  in  your  investment  future.  Their  poor  performance 
was  due  neither  to  deteriorating  earnings  nor  to  stagnant 
dividends;  the  real  guilty  party  is  the  P/E  ratio,  which  fell  by 
more  than  half.  Investor  confidence  plummeted  from  a  feeling 
of  certainty  and  overconfidence  about  the  future  in  the  mid- 
1960s  to  one  of  uncertainty  and  despair  at  this  writing.  But 
precisely  because  of  that  fall  in  multiples,  common  stocks  are 
now  priced  to  provide  returns  that  are  extremely  generous, 
sufficient  to  offset  even  double-digit  inflation  and  well  above 
bond  yields.  Even  if  the  present  degree  of  uncertainty  and 
foreboding  continues,  a  balanced  portfolio  of  common  stocks 
should  reward  investors  with  an  average  return  in  excess  of 
15%  per  year. 
Could  I  be  wrong? 

A  popular  maxim  warns:  "If  you  are  calm  when  everyone 
around  you  is  panicked,  perhaps  you  don't  understand  the 
problem."  Could  the  problem  be  worse  than  I  have  described? 
Might  stocks  continue  to  produce  lackluster  returns?  Could  the 
market  actually  be  underestimating  the  long-run  dangers  to 
corporate  profitability?  No  one  can  deny  such  a  possibility. 
Paul  Samuelson,  when  once  discussing  a  brilliant  academic 
colleague,  described  him  as  being  "endowed  with  every  gift 
except  the  gift  of  maybe."  Even  if  there  is  no  evidence  that 
corporate  profitability  or  dividend-paying  ability  has  been 
damaged  thus  far,  maybe  they  will  suffer  in  the  future. 

One  possible  disaster  scenario  features  far  greater  pressures 
by  labor  for  real  wage  increases  exceeding  productivity  growth, 
especially  if  labor  feels  pressed  by  increasing  tax  burdens.  Such 
a  struggle  over  the  distribution  of  income  could  lead  to  decline 
in  the  share  of  profits  in  national  income.  Another  move  to 
delight  disaster  enthusiasts  would  be  unfavorable  tax  changes 
or  an  imposition  of  harsh  price  controls.  These  could  so  re- 
strain profit  growth  that  profits  would  no  longer  play  their 
normal  role  of  allocating  investments  to  their  most  productive 
use.  Presumably,  the  government  would  then  play  an  increas- 
ing role  in  allocating  profits  directly  to  business  firms  (either 
unsuccessfully,  as  in  the  U.K.,  or  with  some  degree  of  effective- 
ness, as  in  Japan).  This  disaster  scenario  could  also  be  embel- 
lished by  recurring  energy  crises  exacerbated  by  our  growing 
dependence  on  foreign  sources  of  petroleum. 
The  market,  the  gnomes  of  Zurich,  the  edifice  complex 

Unless  we  move  to  a  wholly  different  overall  economic 
system,  however — and  I  see  no  evidence  that  we  are  traveling 
in  that  direction — it  is  unlikely  that  the  role  of  the  profit 
motive  will  be  totally  destroyed.  I  suspect  that  the  economic, 
social  and  political  institutions  of  the  U.S.  are  far  more  resil- 
ient and  enduring  than  investors  now  believe.  Fortunately, 
apocalyptic  predictions  seldom  come  true  (and  if  they  should, 
it  is  not  clear  what  kind  of  property  income  would  be  safe).  We 
dislike  adversity  and  uncertainty,  but  we  have  a  history  of 


adjusting  to  and  recovering  from  them.  And  remember,  tr 
market  has  already  discounted  a  great  deal  of  anticipate 
adversity. 

Does  this  mean  that  I  am  predicting  an  immediate  marks 
rally  from  current  price  levels?  Of  course  not.  No  one  ca 
predict  short-term  movements  in  the  stock  market,  and  pe 
haps  we  are  better  off  for  it.  I  am  reminded  of  one  of  rn 
favorite  episodes  from  the  marvelous  old  radio  serial  "I  Love 
Mystery."  This  mystery  was  about  a  greedy  stock  marki 
investor  who  wished  that  just  once  he  would  be  allowed  to  s< 
the  paper,  with  its  stock  price  changes,  24  hours  in  advand 
By  some  occult  twist  his  wish  was  granted  and  early  in  tf 
evening  he  received  the  late  edition  of  the  next  evening 
paper.  He  worked  feverishly  through  the  night  planning  h 
early  morning  purchases  and  late  afternoon  sales  to  guarantd 
him  a  killing  in  the  market.  Before  his  elation  had  diminishe 
he  then  read  through  the  remainder  of  the  paper  where  1 
found  his  own  obituary.  His  servant  found  him  dead  the  nei 
morning. 

Since  I  fortunately  do  not  have  access  to  future  newspapers 
cannot  tell  how  stock  will  behave  in  the  weeks  and  montl 
ahead.  Indeed,  I  am  skeptical  that  anyone  can  predict  shor 
term  stock  price  movements.  Nevertheless,  my  belief  in  tf 
reasonable  efficiency  of  markets  leads  me  inevitably  to  tf 
conclusion  that,  over  the  long  pull,  volatile  common  stocks  a: 
priced  to  yield  more  than  staid  fixed-income  securities  and  I  c 
feel,  to  paraphrase  the  title  of  a  1960s  book,  that  the  stoc 
market  has  been  down  so  long  it's  beginning  to  look  to  me  lil 
up.  Even  old  Ma  Bell  will  provide  plenty  of  profitable  financi 
action.  While  there  may  be  leaks  in  the  house  of  capitalist 
the  roof  does  not  appear  to  be  caving  in. 

I  even  think  that  a  good  "maybe"  is  that  panic-depressij 
institutional  investors  have  gone  too  far  in  discounting  tf 
risks  to  our  economic  system.  There  is  no  doubt  that  we  ha\i 
severe  problems.  It  seems  that  the  only  solution  to  our  budg 
deficits  is  to  merge  with  Saudi  Arabia.  The  oil  crisis  providi 
real  reason  for  concern  as  we  pessimistically  contemplaj 
pouring  booze  into  our  gas  tanks  to  drive  our  cars.  Nucle; 
power  is  far  from  the  risk-free  panacea  we  had  once  hoped.  Bi 
even  mushroom  clouds  may  have  a  silver  lining.  The  wrencl 
ing  adjustments  that  will  be  necessary  for  our  economy  durii 
the  1980s  provide  enormous  opportunities  for  profitable  1 
vestment  and  for  technological  progress.  Surely  the  count 
that  invented  the  self-cleaning  oven  can  find  a  way  to  develc 
alternative  sources  of  energy.  And  the  stock  market  appears  ( 
have  discounted  everything,  including  a  Martian  invasion.  Tti 
next  investment  folly  may  well  be  an  excessive  preoccupatid 
with  risk,  which  has  literally  paralyzed  institutional  portfoli 
managers  and  individual  investors. 

Given  the  recent  speculation  in  such  areas  as  offi(j 
buildings  and  farmland,  stocks  today  appear  dirt  chea 
in  an  investment  market  where  almost  everything  eh 
is  fully  priced.  The  best  time  to  buy  stocks  is  when  no  oij 
wants  them.  All  signs  indicate  that  the  start  of  the  1980s 
such  a  time.  Some  bank  trust  departments  are  selling  stocks  t 
buy  objets  d'art  for  their  customers.  Individuals  are  warehoui 
ing  commodities  from  gold  to  carpets — goods  that  gather  dus 
not  dividends.  Some  institutions  have  developed  an  edififl 
complex — selling  stocks  at  5-to-10  times  earnings  in  order  \ 
buy  buildings  at  20  times  earnings.  In  the  late  1960s,  t 
cocktail  parties  individuals  would  hang  on  you  like  leeches 
they  knew  you  "followed  the  market."  In  the  late  1970s,  yrJ 
were  left  alone  at  the  piano  while  they  clung  to  real  esta 
agents  and  talked  about  how  much  their  houses  were  wort 
The  gnomes  of  Zurich,  the  international  financiers  who  ow 
billions  of  dollars,  have  only  begun  to  nibble  at  the  stoc 
market.  While  I  think  no  responsible  adviser  can  predict  whe 
the  next  upturn  in  the  market  will  occur,  I  am  convinced  thj 
the  analysis  presented  here  leads  inexorably  to  the  conclus  c 
that  the  major  risk  for  investors  today  is  the  risk  of  being  oij 
of  the  stock  market— not  the  risk  of  being  in  it.  ■ 
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0  IrvingThist 


As  the  Official  Bank  of  the  Olympic  Winter  Games,  we'll  have 
banking  facilities  in  the  Olympic  area  to  serve  the  athletes, 
Olympic  officials,  the  media,  and  other  visitors. 

We  look  forward  to  greeting  our  customers  and  other  friends 
from  around  the  world,  during  the  Games  at  Lake  Placid. 

Irving  Trust  Company,  One  Wall  Street,  New  York. 


ocx> 

Da 


THE  OFFICIAL 
BANK  OF 

THE  1980  OLYMPIC 
WINTER  GAMES. 


Member  F.D.I. C. 


Vydec  4000  series  word 
processors  feature  the 
world's  first  two-full-page 
display  screen. 


Qwip  Two  facsimile 
machines  can  send  or 
receive  words,  pictures, 
charts  and  graphics  over 
the  telephone  in  just 
two  minutes. 


Qyx,The  Intelligent  Typewriter, 
lets  you  add  memory, 
display  or  communications. 
So  Qyx  can  grow  smarter 
without  growing  larger 


Zilog  MCZ-1/70  microcomputers 
can  support  five  terminals, 
giving  multiple  users 
access  to  the  same  information. 


WE'RE  MAKING  IT 
EASIER  FOR  YOU  TO 
DO  BUSINESS. 

We  are  Exxon  Information  Systems  companies.  V/dec,  Qwip, 
Qyx,  and  Slog. 

Into  our  products  30  the  most  advanced  technolosies 
in  information  processing,  communications  and  storage.  Out 
of  them  come  easier,  faster,  more  efficient  ways  for  you  to  do 
business. 

V/decf  for  example.  Vydec,  Inc.  just  introduced  the 
V/dec  4000  series... the  first  19-inch  two-full-page  display 
word  processor  The  4000  lets  you  work  with  up  to  6,000 
characters  on  the  screen  at  one  time. 

Qwip®  facsimile  machines  speed  paperwork  across 
town  or  cross-country  in  just  two  minutes.  Because  Qwip  is 
used  with  your  telephone,  sending  copies  from  "here"  to 
"there"  is  as  simple  as  dialing  your  destination. 

Qyx,®  The  Intelligent  Typewriter,"  has  electronic  modules 
that  let  you  add  memory,  display  or  communications.  So  Qyx 
gets  smarter  without  getting  bigger. 

Zilog,  Inc.  makes  highly  flexible  microcomputer  systems 
that  can  use  five  high-level  languages.  So  Zilog®  microcom- 
puters have  the  versatility  for  a  broad  range  of  business  and 
industrial  applications  at  a  very  low  cost. 

To  learn  more  about  our  products  and  how  they  can 
make  it  easier  for  you  to  do  business,  just  call  800-631-8181 
toll  free.  In  New  Jersey,  call  800-452-9300. 

E^ON  Information  Systems 

Qwip  and  Qyx  are  divisions  of  Exxon  Enterprises  Inc. 


Robert  Magowan  gets  the  credit  for  building 
Safeway  Stores  into  Americas  largest  food 
chain.  Now  it  is  son  Peter's  turn. 


Rising  son 


When  Robert  A.  Magowan  took 
charge  at  Safeway  Stores  in 
1955,  it  was  the  least  profitable 
big  U.S.  supermarket  chain.  Magowan 
knew  nothing  about  supermarkets,  hav- 
ing worked  previously  at  Macy's  and  an 
advertising  agency  before  becoming  sales 
manager  of  Merrill  Lynch,  Pierce,  Fenner 
&  Smith  after  marrying  Charles  E.  Mer- 
rill's only  daughter.  Merrill,  Safeway's 
largest  shareholder,  had  prevailed  upon 
his  son-in-law  to  take  over  the  ailing 
company. 

Using  merchandising  skills  acquired 
elsewhere,  Magowan  built  Safeway  into 
one  of  the  nation's  most  profitable  food 
chains  in  the  1960s.  In  1973,  two  years 
after  he  retired  as  chairman,  Safeway 
passed  A&P  as  the  nation's  largest.  To- 
day Safeway  has  2,430  stores  in  the  U.S. 
and  four  foreign  countries,  over  144,000 
employees  and  revenues  that  probably 
topped  $13.6  billion  last  year. 

But  after  Magowan  stepped  down, 
Safeway's  profit  margins,  then  1.5%,  be- 
gan to  slip  (they  are  now  just  over  1%), 
and  as  more  aggressive  chains  (like 
Lucky  Stores)  chipped  away  at  its  mar- 
kets, sales  growth  also  slowed.  Analysts 
now  expect  1979  earnings  to  fall  5%  to 
10%  below  1978's  $5.60  a  share  on  sales 
growth  of  only  9% — well  below  the  infla- 
tion rate.  So  when  Chairman  William  S. 
Mitchell  retired  in  December,  the  board 
again  turned  to  a  Magowan — this  time 
Robert's  son  Peter. 

Unlike  his  father,  37-year-old  Peter 
Magowan  had  extensive  Safeway  experi- 
ence before  taking  over.  He  worked  sum- 
mers bagging  groceries;  then,  after  gradu- 
ate study  in  international  relations  at 
Oxford  and  Johns  Hopkins,  he  moved  up 
quickly  from  store  manager  to  run  the 
577-store  western  region,  Safeway's  larg- 
est, before  becoming  chairman  and  CEO 
on  Jan.  1. 

Peter  Magowan,  a  likeable  young  man 
who  looks  more  like  a  high  school  En- 
glish teacher  than  a  $315,000-a-year 
CEO,  does  not  lack  for  firm  ideas.  In  a 


Safeway  Chairman  Peter  Magou  an 
Planning  1 1  "changes  in  direction." 

recent  interview  at  Safeway's  spartan 
headquarters  in  one  of  Oakland,  Calif. 's 
shabbier  warehouse  districts,  he  ticked 
off  1 1  "changes  in  direction"  he  plans  for 
Safeway.  Some  are  minor,  but  others  sug- 
gest real  dissatisfaction  with  the  way 
Safeway  has  been  run. 

For  one,  big  Safeway  was  rarely  an 
innovator,  being  content  to  let  others 
pave  the  way,  like  Lucky  Stores  in  dis- 
counting or  Albertson's  in  building  "su- 
perstores" with  over  50,000  square  feet 
of  floor  space  including  nonfood  depart- 
ments. But  now,  says  Magowan,  Safeway 


must  "build  our  own  merchandising  pro 
gram — and  not  try  to  be  all  things  to  a 
people  and  not  be  constantly  reacting  t 
our  competitors." 

George  Ouint,  a  Merrill  Lynch  analys 
who  follows  the  supermarket  industr 
says  that  so  far  Safeway's  350-plus  supe 
stores  "have  not  brought  the  positiv 
consumer  response"  expected  of  thet 
because  of  inadequate  store  location 
layouts  and  merchandising  technique 
But  Magowan  seems  determined  to  pus 
on  with  the  program,  closing  two 
three  smaller  units  when  he  opens  a  b: 
new  one.  For  example,  Safeway  recent 
opened  a  53,000-square-foot  superstoj 
in  Little  Rock,  and  Magowan  says  tf 
company  will  open  about  140  stores  pi 
year  in  1980  and  1981,  averaging  40,0C 
square  feet  each,  compared  with  on 
104  openings  last  year. 

Magowan  complains  that  Safeway  h; 
"too  many  problems  with  grievances,  a| 
bitrations,  absenteeism,  workers  con 
pensation  abuses,  productivity  ar 
strikes,"  and  vows  to  improve  the  coil 
pany's  labor  relations.  A  19-week  Tean 
sters  strike  hurt  Safeway  earnings  j 
1978,  and  shortly  after  becoming  CEC 
Magowan  was  hit  with  a  retail  clerk 
strike  affecting  145  Safeway  stores  in  tl 
San  Francisco  area.  Magowan  also  sa; 
Safeway  has  to  be  more  willing  to  loc 
outside  the  company  for  key  personne 
especially  to  supervise  its  nonfood  ar 
real  estate  operations. 

In  addition,  Magowan  would  like  i 
see  a  bigger  push  abroad.  Unlike  mo 
other  supermarket  chains  that  opera 
almost  entirely  in  the  U.S.,  Safeway 
443  stores  in  Canada,  the  U.K.,  Austral 
and  West  Germany  account  for  abol 
20%  of  total  revenues  and  25%  of  nq 
Magowan,  who  ran  the  international  d 
vision  in  1976  and  1977,  believes  the: 
are  "still  many  exciting  possibilities 
this  area." 

Finally,  Magowan  thinks  Safewi 
could  use  its  size  to  much  better  advai 
tage.  Safeway  worships  decentralizatioi 
Each  of  its  29  retail  divisions  acts  as 
self-contained  unit  with  its  own  distribi 
tion  centers  and  staffs  for  purchasin 
merchandising,  real  estate,  constructic 
and  advertising.  But  Magowan  is  tryir 
to  centralize  advertising  and  is  urgir 
more  standardization  of  store  layou 
and  truck  purchasing  while  consolidai 
ing  meat  buying  and  overseas  purchasir 
offices. 

Magowan  does  not  claim  that  the 
moves  are  likely  to  yield  immediate  fj 
suits.  Indeed,  the  company's  "price  cu 
ter,"  or  discounting,  program,  begun  si 
months  ago  to  maintain  market  shar 
will  probably  have  to  be  continued  i 
many  areas  for  most  of  this  year,  keepir 
margins  low  for  now.  But  Pet< 
Magowan  is  a  young  man  with  plenty  < 
time  to  make  his  mark — and  he  is  dete 
mined  to  make  it.  ■ 
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MISSISSIPPI 
is 

FIRST 

in 

Business 
Climate 


.  .  .  according  to  the  Conference  of  State 
Manufacturers  Association  March,  1979  study  of  the  48 
contiguous  states  conducted  by  Alexander  Grant  & 
Company. 

The  State  Manufacturers  Association  study  also 
stated  that  Mississippi  ranked  7th  in  the  number  of 
manufacturing  jobs  gained  during  the  period 
1968-1978. 

Eighteen  criteria  were  selected  as  factors  that  affect 
business  climate,  such  as  union  membership,  energy 
costs,  manufacturing  wages,  work  stoppages,  taxes, 
pollution  abatement,  among  others. 

For  a  copy  of  the  study  and  additional  information 
about  Mississippi's  Industrial  Development  Program, 
write  W.  J.  Caraway,  Executive  Director  or  Jim  Miller, 
Manager,  Industrial  Development  Division,  Mississippi 
Department  of  Economic  Development,  R  O. 


Box  849,  Jackson,  Mississippi  39205, 
or  call  601/354-6700. 


MISSISSIPPI-AMERICA  SOUTH 


Borg-Warner  has  just  come  off  two  super 
years.  So  why  does  the  stock  sell  at  5  times 
earnings  and  why  is  the  boss  so  dissatisfied? 


Now  the  real  test 
begins 


By  Robert  J.  Flaherty 


New  Year's  Eve  signaled  the  end  of 
the  first  five-year  plan  that  CEO 
James  F.  Bere'  (pronounced  bear- 
AY)  launched  at  Borg-Warner  Corp.  At 
first  reading,  Jim  Bere'  had  plenty  of  rea- 
son to  pop  champagne  corks.  On  sales 
last  year  of  $2.7  billion,  Borg's  earnings 
per  share  of  $7.10  had  nearly  doubled 
from  their  previous  cyclical  peak,  the 
$3.70  of  1973.  From  a  return  of  less  than 
10%  on  stockholders'  equity  in  the  early 
Seventies,  the  Chicago-based,  diversified 
industrial  giant  had  climbed  to  16%. 


But  Bere'  is  doing  no  celebrating.  He's 
not  the  kind  of  man  who  likes  to  take 
credit  for  more  than  he  deserves.  He  is 
quick  to  point  out  that,  to  a  considerable 
degree,  the  improvement  from  the  mid- 
to  the  late-Seventies  merely  tracked  the 
big  improvement  in  the  economy.  When 
it  is  all  added  up,  he  says,  Borg- Warner's 
profitability  is  still  merely  average.  "I 
frankly  felt  we  would  be  further  along  by 
now,"  he  says. 

The  stock  market  agrees  with  Bere's 
judgment.  B-W  shares  sell  at  a  discount 
of  nearly  30%  from  year-end  1979  book 
value,  and  at  just  under  5  times  earnings. 


Bere  of  Borg-Warner  outside  tlje  boardroom  in  Chicago  headquarters 
He  isnt  especially  crazy  about  the  sculpture  there— Transitions"  by  Chicago 
artist  Theodore  T.  Gall — nor  is  he  especially  pleased  with  company  progress.  "I 
frankly  felt,"  he  says,  "we  would  be  further  along  by  now." 


One  uncomfortable  fact  is  that  a  sij 
nificant  part  of  Borg- Warner's  earning 
come  from  a  sideline  that  it  owns  almoi 
by  accident.  The  sideline  is  Borg- Warns 
Acceptance  Corp.,  a  finance  compari 
that  B-W  retained  when  it  sold  its  ol 
Norge  appliance  division  over  12  yeaj 
ago.  On  its  own,  B-WAC  has  done  vei 
well.  Last  year  the  financial  servic« 
group  netted  over  $20  million,  or  aboij 
14%  of  the  parent  company's  earning 
Thus  B-WAC  did  a  good  deal  to  raise  i| 
parent's  overall  profitability. 

The  rest  of  Borg- Warner  produced  m> 
diocre  to  subpar  earnings  even  in  a  boo< 
year.  Transportation  equipment  a* 
counts  for  about  $1  billion  in  sales  an 
beat  1978's  $43  million  in  net  profits- 
an  acceptable  but  hardly  exciting  returj 
Around  85%  of  that  is  in  original  aut» 
motive  or  truck  equipment  such  as  tran 
missions,  clutches,  radiators,  etc.;  tb 
rest  is  in  the  more  lucrative,  but  moi 
competitive,  replacement  market. 

The  industrial  products  categor 
about  $500  million  in  sales,  also  be; 
1978's  $35  million  in  profits.  This  mix  i 
power  transmissions  for  utilities,  valve 
pumps,  agricultural  equipment  and  ho 
pital  furniture  does  well,  but  has  lowi 
margins  than  many  of  its  competitors. 

The  laggard  parts  of  the  business  a: 
air-conditioning  and  plastics.  In  plastic 
revenues  were  up  last  year  to  over  $5C 
million,  and  profits  were  better  tha 
1978's  low  $18.5  million.  But  this  retui 
of  4%  or  so  on  sales  is  low,  and  tr 
operation  has  had  serious  problems  i 
Europe.  The  profit  picture  is  worse  in  ai 
conditioning,  where  profits  fell  froi 
1978's  $20  million. 

Now  every  big  corporation  is  like  thi 
with  some  parts  of  the  business  in  effe< 
carrying  other  parts.  This  works  as  lor 
as  there  is  enough  growth  and  profitabi 
ity  in  the  best  parts  of  the  business  1 
bring  the  whole  operation  up  to  a  super 
or  rate  of  profitability  and  growth. 

Just  compare  General  Electric  ar 
Borg- Warner.  Everyone  would  agree  thj 
GE  is  an  exemplary  business  organizatic 
and  one  that  is,  like  Borg-Wamer,  e: 
tremely  diverse.  Last  year  GE  earned  2 1 c 
on  stockholders'  equity,  one-third  agai 
what  B-W  earned — and  whereas  B-W 
earnings  have  been  highly  cyclical,  GE 
have  been  on  a  steady  upturn. 

It  might  seem  to  border  on  masochisi 
to  set  GE  as  a  standard,  but  that  is  pr< 
cisely  what  Jim  Bere'  is  doing.  For  fh 
years  he  has  been  pushing  the  heads 
his  95  profit  centers  to  adopt  GE-sty 
strategic  business  planning:  to  isolai 
and  define  business  units  by  produc 
and  competition.  Now  he  is  also  pushir 
them  to  adopt  GE-style  product  innov. 
tion  and  market  orientation  in  what  B-^ 
deems  high-potential  businesses.  Tri 
trouble.  Bere'  finds,  is  that  Borg-Warn* 
is  so  big  and  so  set  in  its  productioi 
oriented  ways.  You  can  teach  old  doj 
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What  is  NCR  up  to  now? 


We're  up  to 
lumber  one 
n  application 
:ai!ored 
terminals. 


'our  day-to-day  transactions 
t  a  store,  bank,  savings  and 
Dan  or  a  supermarket  are 
ery  likely  handled  through 
n  NCR  terminal  system, 
lince  there  are  165,000  retail 
oint-of-sale  terminals  and  more  than  95,000 
nancial  terminals  installed,  the  odds  are  in  our 
avor.  In  addition,  NCR  is  a  leader  in  applications 
ailored  to  hospitals,  manufacturing  plants, 
/holesalers,  schools,  government  agencies, 
3Staurants,  hotels  and  motels. 

'hanging  the  ways  people  work  —  These 
ystems  are  designed  to  perform  specific 
ansactions  in  specific  business  environ- 
lents.  Low-cost  NCR  terminal  systems  of 
Dday  have  the  processing  power  and 
lemory  that  used  to  be  housed  only  in 
irge  mainframe  computers.  They 
rovide  instant  access  to  up-to-the- 
linute  information,  changing  the  ways 
eople  work  and  do  business. 


Providing  business  equip- 
ment for  almost  a  century  — 

Why  are  we  up  to  number  one 
in  application-tailored  ter- 
minals? Partly  because  we've 
been  providing  business 
equipment  for  95  years. 

This  experience  plus  our 
framework  of  market 
specialization  permit  NCR 
representatives  to  have  a 
complete  knowledge  of  our 
customers'  requirements. 

We're  up  to  management's  most  exacting  require- 
ments in  retail,  financial,  commercial,  industrial, 
healthcare,  education  and  government  markets. 

Support  where  needed  and  when  —  Business 
executives  look  for  this  kind  of  professionalism 
when  they  choose  electronic  systems.  And  they 
look  for  support.  NCR  supplies  it,  with 
16,000  highly  trained  field  engineers 
around  the  world.  This  global  support 
network  is  especially  important  to 
companies  with  plans  for  expansion. 

Now  you  know  why  NCR  is  a  world 
leader  in  general-purpose 
computer  systems. 


NC 


Complete  Computer  Systems 


:  • 

| 

BY*  WJ^M^wBk 

THE  DETROIT  DIESEL 
ALLISON  "FUEL  PINCH ER' 

Direct  from  a  leading  diesel 
maker  comes  a  brand-new  8.2 
Liter  V8  engine  that's  suited 
for  the  '80s.  "The  Fuel  Pincher." 
(Available  after  March  1,  1980.) 


THE  CATERPILLAR  3208 

The  "Cat"  has  built  its  reputation 
on  high  performance  (up  to  199 
net  HP  in  49  states,  189  net  HP 
in  California). 

(Available  after  March  1,  1980.) 


THE  CUMMINS  VT  225 

This  Cummins  diesel  features 
heavy-duty  design  and  it  delr 
212  net  horsepower  at  3000  F 
(Delivery  later  in  1980.)  Not 
available  in  California. 


olet's  commitment  to 
m-Duty  trucks  is  demon- 
d  by  our  broad  range  of 
and  components  for  1980. 

>  WAYS  TO 

£  ONI  TOUGH  TRUCK 

all,  1980  Chevy  Mediums 
ou  choice.  There's  such  an 
bly  wide  range  of  dependable 
nents  that  you're  bound  to  find 
nbination  you  need  for  your  job. 

ar  Axles.  Choose  from  single, 
i  tandem  axles  with  capacities 
from  11,000  to 
38,000  lbs. 


1 J 

15  WheeVbases.  Our  wheelbases 
range  from  125"  to  254,"  with 
GVWRs  from  13,800  to  50,000  lbs., 
and  GCWRs  from  32,000  to  60,000 

|j^ n|-||-| piftL.         And  ^n  most 
IU  U  U  uf^SEia  states)  our  short 
cabs  let  you  pull 
longer  trailers  with 
bigger  payloads. 


17  Main.  Transmissions.  Take  your 
choice  of  standard  4-speed  or  available 
synchromesh  automatic  and  manual 
transmissions.  There's  even  a  Fuller 
13-speed  transmission  available. 


The  new  fiberglass  "KODIAK"  tilt- 
hood  cab  (shown  above)  with  a  bold, 


massive  grille  is  a  required  option 
when  the  "CAT"  or  Cummins  diesel 
is  ordered.  It  offers  easy  access  for 
servicing.  The  reinforced  steel, 
alligator-type  hood  is  standard. 

Chevy  offers  a  new  Three-Year 
Perforation-From-Corrosion  Limited 
Warranty.  Exhaust  system  compo- 
nents not  included.  (See  your  Chevy 
dealer  for  details  on  other  limitations.) 
But  when  you  need  service,  there's 
a  large  network  of  conveniently 
located  Chevy  dealers  coast  to  coast. 
Ask  one  about  leasing  a  new  Chevy 
Medium.  The  choice  for  the  '80s. 


BUILT  TO  STAY  TOUGH 


new  tricks,  but  it  is  not  easy. 

Giving  orders  is  one  thing.  Getting 
them  obeyed  is  something  else  again. 
Bere'  smiles.  As  a  onetime  line  executive, 
he  knows  what  it's  like  to  be  on  the 
firing  line  and  have  some  corporate  gen- 
eral tell  you  that  you've  got  to  do  so-and- 
so  by  such-and-such  a  time.  "They 
think:  'How  in  the  world  can  that  char- 
acter sit  in  his  plushy  Chicago  office  and 
think  up  those  numbers?'  "  The  smile 
vanishes.  Sympathy  or  no,  Bere'  expects 
his  subordinates  to  respect  his  numbers. 
Bere'  asks  his  hew  president,  Jerry  Demp- 
sey,  to  come  into  his  office.  Dempsey 
was  handpicked.  His  job:  to  make  Borg- 
Warner's  hard-bitten  production  types 
think  in  terms  of  modern  marketing  and 
new  products.  "Of  all  our  weaknesses," 
says  Dempsey,  "marketing  orientation 
has  to  be  near  the  top.  Improving  that  is 
the  key  to  higher  margins." 

The  opportunities  are  certainly  there. 
In  almost  every  field  where  B-W  oper- 
ates, the  microprocessor,  the  so-called 
chip,  is  revolutionizing  product  and 
product  design — auto  parts,  air-condi- 
tioning, industrial  controls.  The  trick 
will  be  to  use  the  chips  to  produce  new 
products — lighter,  smaller,  more  versa- 
tile— and  get  them  to  market  fast.  B-W 
has  a  new  microcomputer-controlled  in- 
verter system  which  regulates  the  speed 
of  AC  motors  at  a  cost  saving  of  up  to 
30%.  Exxon's  much-publicized  compet- 
ing model,  to  be  marketed  by  Reliance 
Electric,  is  still  at  the  starting  gate.  But 
B-W  must  maintain  this  lead.  And  pro- 
duce many  others. 

Bere'  can  be  somewhat  objective  about 
Borg- Warner  because  he  is  something  of 
an  outsider  in  what  is  otherwise  a  highly 
ingrown  outfit.  He  came  there  in  1961 
from  U.S.  Industries,  where  he  was  presi- 
dent of  a  small  company. 

Borg-Wamer  is  a  technically  oriented 
company  and  Bere''s  combination  of  a 
technical  degree  (engineering)  and  an 
M.B.A.  made  him  fit  in.  But  there  was  a 
more  subtle  reason  for  his  success  at 
Borg-Wamer:  Without  ever  quite  calling 
itself  such,  Borg-Warner  had  over  the 
years  become  a  conglomerate;  Bere'  had 
worked  15  years  at  USI,  the  conglomer- 
ate to  end  all  conglomerates.  A  mish- 
mash of  companies  with  over  $1  billion 
in  sales,  USI  has  not  been  much  of  a 
success  and  Bere'  knew  why.  His  con- 
glomerate experience  was  just  what 
Borg-Warner  needed.  Says  Bere',  "I  was 
determined  we  were  not  going  to  be- 
come a  new  U.S.  Industries." 

He  rose  fast.  In  1968,  when  Bere'  was 
only  45,  Chairman  Robert  S.  Ingersoll 
jumped  Bere'  over  four  senior  B-W  veter- 
ans and  made  him  president.  When  In- 
gersoll departed  to  accept  the  U.S.  am- 
bassadorship to  Japan  in  1972,  Bere' 
stepped  into  the  CEO  job. 

Bere'  has  been  in  charge  eight  years. 
There  have  been  some  successes.  There 


have  also  been  some  disappointments. 

On  the  plus  side,  he  has  imposed  strict 
financial  controls  on  a  company  that  was 
previously  run  more  like  a  corner  garage 
than  a  modem  corporate  giant.  Bere' 
made  the  board  bite  the  bullet  by  dispos- 
ing of  unprofitable  units  such  as  Ingersoll 
Steel  and  the  hydraulics  division. 

"We  would  have  core  companies  with 
good  profits  and  prospects  or  we  would 
divest,"  says  Bere'.  "  'Let's  not  be  string 
savers,'  was  my  motto."  That  Borg- 
Wamer  is  so  much  more  profitable  at  the 
current  cyclical  peak  than  at  the  last  one 
is  due,  at  least  in  part,  to  Bere''s  controls 
and  his  shucking  of  weak  businesses. 

To  increase  service  revenues,  in  late 


Dempsey  of  Borg-Warner 
"Of  all  our  weaknesses,  marketing  ori- 
entation has  to  be  near  the  top." 


1977  Bere'  bought  Baker  Industries,  an 
armored  car  and  protection  services  out- 
fit, for  $123  million,  paying  an  82%  pre- 
mium over  market  for  the  stock.  The 
first  year  after  Baker  came  into  the  fold, 
its  earnings  fell  from  $7.9  million  to  $1.9 
million,  as  the  smoke  detector  business 
collapsed.  Last  year  Baker's  earnings 
were  up  somewhat,  and  long  run,  its 
prospects  are  good.  But  the  timing  of  the 
Baker  deal  was  off.  Had  Bere'  waited,  he 
could  undoubtedly  have  made  a  much 
cheaper  purchase. 

Then  there  was  the  near  miss  of  the 
proposed  merger  with  Firestone.  This 
time  Bere'  shrewdly  picked  the  bottom, 
when  Firestone's  problems  were  all  over 
the  front  page.  He  offered  a  package  of 
stock  worth  about  $870  million  for  Fire- 
stone's $3.5  billion  in  assets  and  $5.3 
billion  in  sales.  With  minimal  dilution, 
the  deal  would  have  trebled  Borg- Warn- 
er's volume.  But  when  Firestone's  direc- 
tors asked  Bere'  to  raise  the  ante,  he 
balked.  "I  figure  I  was  already  paying 
nearly  double  what  Firestone  was 
worth,"    Bere'    says,    "and    that  was 


enough."  The  deal  fell  through  but 
showed  that  Bere'  is  quite  capable  j 
thinking  big,  of  attempting  bold  stroki 
At  the  moment,  however,  there  are 
other  Firestones  pending. 

One    of    Bere''s    more  complicate 
moves  has  worked  out  well.  When  ] 
first  became  CEO,  Borg-Wamer  was 
the  oil  tool  business,  but  oil  drilling  w 
at  $3  a  barrel  and  drilling  had  dried  u| 
The  division  was  marginal  and  Bere'  w 
trying  to  get  rid  of  marginal  divisions.  l| 
did  a  smart  thing:  Instead  of  selling  t 
oil  tools  division  for  cash,  he  traded  it 
Hughes  Tool  for  preferred  stock  conve 
ible  into  about  17%  of  Hughes  outstan 
ing.  Now  those  Hughes  Tool  shares  a 
worth  almost  $186  million;  there  is  clc 
to  one-sixth  share  of  Hughes  Tool  behii 
every  one  of  B-W's  21.4  million  commi 
shares.  You  couldn't  want  a  better  1 
vestment  than  that. 

What  next?  Borg-Warner  is  very  we 
heeled  at  the  moment.  Its  long-term  de 
is  a  modest  12.5%  of  its  capital,  there  a 
all  those  Hughes  shares  sitting  in  t 
treasury  and  working  capital  is  about  $; 
a  share.  Bere'  would  like  to  use  some 
this  liquidity  to  buy  additional  Hugh 
stock.  Then  he  could  take  B-W's  20 
share  of  Hughes  earnings  right  into  B-W 
income  statement  and  avoid  an  almc 
certain  drop  in  earnings  in  1980. 

But  this  raises  a  question  and  an  intc 
esting  one:  Why  should  Borg-Wamer  u 
its  cash  to  buy  Hughes  Tool  stock  at 
times  earnings  when  it  could  buy  its  ov 
shares  at  only  5  times  earnings?  Be 
dismisses  the  question:  He  didn't  h 
come  CEO  to  shrink  Borg-Wamer.  B 
the  question  won't  go  away.  Teledynt 
Henry  Singleton  has  shown  (Forbes,/!. 
9,  1979)  that  buying  your  own  stock  c; 
be  the  best  of  all  investments  when  tl 
stock  is  on  the  bargain  counter. 

Bere'  doubts  that  this  would  be  the  be 
path  for  Borg-Wamer  and  stresses  tl 
preferability  of  improving  return  on  i 
vestment  through  internal  improveme 
rather  than  by  shrinking  the  capitaliz 
tion.  Here's  what  he's  aiming  for:  sal 
to  rise  from  1979's  $2.7  billion  to  5 
billion;  aftertax  profit  margin  from  t 
day's  5.6%  to  6%;  net  profits  fro 
1979's  $150  million  to  over  $300  millio 
per-share  earnings  from  $7.10  to  ov 
$14  per  share.  All  this  by  1984. 

At  a  recent  price  of  35,  B-W  is  sellii 
at  only  2 Ms  times  Bere's  1984  eamin 
goal.  That's  a  real  bargain — if  Bere's  goa 
are  met. 

Look  for  no  dramatic  moves  here:  I 
Teledyne-like  shrinking  of  capitaliz 
tion;  no  more  Firestone-size  acquisitic 
tries.  The  improvement  is  going  to  con 
the  hard  way,  by  changing  people  and  1 
changing  people's  attitudes. 

Achieving  this  in  an  old,  proud  bi 
rather  hidebound  company  may  just  I 
one  of  the  toughest  jobs  there  is.  So  ia 
Bere'  gets  high  marks.  ■ 
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Statistical  Spotlight 


We  looked  for  more  than  inflation- 
beating  payouts  alone.  We  list  here  only 
companies  whose  payouts  amounted  to 
less  than  70%  of  earnings,  this  to  screen 
out  companies  that  might  have  been 
breathing  hard  to  keep  their  payouts 
high.  We  also  had  an  eye  on  debt:  To 
make  this  list,  a  company's  debt  as  a 
percentage  of  total  capital  had  to  be  un- 
der 50%.  Further,  only  companies  that 
raised  their  dividend  at  least  six  times 
since  1970  were  included. 

These  companies,  alas,  were  nowhere 
as  good  at  preserving  capital  as  they  were 
at  raising  income.  The  stocks  of  23  of 
these  100  were  recently  selling  below 
their  price  a  decade  ago — three  of  them, 
Allied  Maintenance,  Avon  and  ITT,  for 
less  than  half  their  1970  price.  But  an- 
other 23  of  them,  nearly  one  out  of  four, 
are  now  trading  at  double  or  more  their 
1970  price,  thus  having  managed  to  beat 
inflation  on  both  counts.  Lousy  inflation 
hedges?  Hardly.  ■ 


One  hundred  stocks  that  kept  up 

All  of  the  stocks  listed  below  have  increased  their  dividends  faster  than  the  inflation  rate — since  1970. 


Dividend  increase 

Debt  as 

%of 

%  price 

Latest 

Indicated  dividend 

since 

1970 

Payout  ratio 

capital 

change 

12-month 

yield 

rate 

% 

number 

current 

ten-year 

1970 

latest 

Recent 

since 

earnings 

P/E 

>any 

of  years 

average 

price 

1/1/70 

per  share 

ratio 

imanson 

5.8% 

S1.20 

2,775% 

7 

22% 

10% 

NA 

36% 

20% 

NA 

$  5.13 

4.0 

I  Maintenance 

6.6 

0.86 

154 

9 

43 

36 

nil 

nil 

1314 

-53% 

1.95 

6.7 

1  Stores 

6.8 

1.60 

114 

6 

35 

40 

52% 

38 

23% 

65 

4.24 

5.6 

ican  Brands 

8.0 

5.50 

120 

9 

42 

50 

31 

21 

68% 

92 

11.12 

6.2 

ican  District  Tel  5.8 

1.16 

180 

8 

43 

29 

nil 

2 

20 

-27 

2.59 

7.7 

ican  Home  Prods  6.0 

1.60 

190 

9 

60 

57 

2 

nil 

263/4 

12 

2.51 

10.7 

Industries 

8.3 

1.12 

112 

6 

37 

35 

40 

38 

13% 

32 

2.78 

4.9 

Products 

7.5 

2.80 

156 

9 

65 

65 

10 

nil 

37 % 

-56 

4.20 

8.9 

'.orp 

5.5 

1.40 

225 

8 

28 

27 

16 

37 

25Va 

NA 

4.71 

5.4 

ce  Foods 

5.9 

1.20 

134 

9 

43 

42 

22 

26 

20V2 

13 

2.75 

7.5 

X 

5.6 

2.84 

119 

6 

36 

43 

22 

27 

51 

105 

7.24 

7.0 

Block 

6.2 

1.60 

797 

9 

55 

37 

2 

1 

25% 

-6 

2.71 

9.5 

» &  Stratton 

5.8 

1.46 

116 

8 

43 

51 

nil 

nil 

25 

90 

3.32 

7.5 

way  Glass 

7.4 

1.08 

170 

9 

47 

30 

13 

27 

145/8 

-43 

2.32 

6.3 

wick 

6.0 

0.80 

675 

9 

34 

21 

34 

34 

13% 

-25 

2.25 

5.9 

tion 

5.9 

1.50 

294 

9 

42 

32 

19 

18 

25% 

19 

3.61 

7.0 

n  Pirie  Scott 

5.8 

1.10 

102 

8 

31 

33 

43 

41 

19 

64 

3.47 

5.5 

t  &  Cooke 

5.7 

0.80 

147 

8 

45 

39* 

37 

42 

14% 

-8 

1.70 

8.3 

in-teed 

5.9 

0.90 

125 

7 

65 

28* 

27 

26 

15% 

52 

1.39 

11.1 

Cola 

5.5 

1.96 

172 

9 

59 

57 

2 

1 

35% 

-14 

3.34 

10.6 

te-Palmolive 

7.6 

1.08 

149 

9 

48 

44 

4 

19 

UVa 

-5 

2.24 

6.3 

iialPennGroup 

6.3 

1.40 

1,980 

9 

29 

17 

1 1 

nil 

22% 

205 

4.48 

4.9 

Sat 

5.5 

2.30 

1,680 

8 

42 

26 

nil 

1 

41'/2 

-27 

5.30 

7.8 

nental  Corp 

7.9 

2.20 

120 

9 

37 

53 

6 

12 

277/8 

33 

5.34 

5.2 

;rweld 

6.8 

1.36 

168 

7 

33 

39 

25 

28 

20 

147 

4.04 

5.0 

on  &.  Black 

5.7 

1.56 

348 

9 

53 

48 

nil 

nil 

27  Vi 

175 

2.78 

9.9 

nins  Engine 

5.6 

1.80 

120 

9 

26 

29* 

36 

22 

31% 

-11 

6.98 

4.6 

6.3 

1.56 

145 

7  - 

'  29 

35 

22 

22 

24% 

120 

4.97 

5.0 

ison  Mfg 

5.6 

1.00 

344 

•  8 

36 

27 

20 

18 

17% 

104 

2.76 

6.4 

i  Cos 

6.3 

1.08 

400 

9 

51 

41 

30 

37 

17% 

245 

1.82 

9.5 

lan  Kodak 

6.1 

2.90 

119 

8 

44 

49 

4 

1 

47% 

-42 

6.43 

7.4 

y  Air  Freight . 

6.5 

1.00 

324 

9 

65 

58 

nil 

11 

15% 

8 

1.51 

10.3 

rt 

7.7 

2.40 

199 

8 

42 

37 

9 

10 

31 

17 

5.54 

5.6 

rk 

6.5 

1.84 

283 

7 

42 

32 

28 

35 

28% 

14 

4.40 

6.4 

i 

8.4 

4.40 

108 

7 

46 

50 

17 

13 

52% 

70 

8.56 

6.1 

than  ten  years.    NA  Not  available;  went  public  in  1 972. 


idends  on  a  number  of  common  stocks 
>e  easily  kept  up  with  the  cost  of  living. 


Inflation 
fighters 


common  stocks  a  lousy  hedge 
>t  inflation?  By  no  means.  All  of  the 
:ocks  listed  below  have  raised  their 
;nds  over  the  past  decade  faster 
:onsumer  prices  rose  in  that  period, 
that  ten-year  span,  the  CPI  more 
doubled,  from  112.9  in  December 


1969  to  229.9  last  December.  The  cash 
payouts  on  all  100  stocks  listed  at  least 
doubled,  too.  If  you  look  at  stocks  as  the 
source  of  a  dividend  stream  rather  than 
just  a  quotation  in  the  daily  newspaper, 
every  one  of  these  100  kept  its  owners  at 
least  even  with  inflation. 
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One  hundred  stocks  that  kept  up  with  inflation 


Dividenc 

increase" 

Debt  as 

%of 

%  price 

Latest 

Indicated 

dividend 

since 

1970 

Payou 

t  ratio 

capital 

change 

12-month 

yield 

rate 

% 

number 

current 

ten-year 

1970 

latest 

Recent 

since 

earnings 

P/E 

Company 

of  years 

average 

price 

1/1/70 

per  share 

ratio 

Federal  Co 

6.4% 

$2.40 

283% 

7 

41% 

33%  * 

7% 

11% 

37% 

59% 

$5.56 

6.8 

First  Chicago 

7.9 

1.20 

100 

9 

'  39 

37 

nil 

24 

15'/4 

18 

2.91 

5.2  1 

Fleetwood  Ent 

5.9 

0.52 

550 

8 

60 

28 

nil 

nil 

8% 

-30 

0.86 

10.2 

Foote  Cone  &.  Belding 

6.7 

1.70 

121 

7 

51 

54* 

5 

1 

25% 

137 

3.02 

8.4 

Ford  Motor 

12.1 

4.00 

103 

7 

36 

39* 

7 

10 

33  % 

1 

10.90 

3.0 

Fox-Stanley  Photo 

5.7 

0.68 

164 

8 

41 

37 

6 

23 

1178 

32 

1.60 

7.4 

Gould 

7.3 

1.72 

167 

8 

46 

39 

30 

29 

23% 

46 

3.60 

6.6 

Harris  Bankcorp 

7.3 

2.00 

108 

9 

35 

33 

16 

14 

27% 

3 

5.22 

5.3 

Harsco 

5.8 

2.00 

129 

7 

34 

35 

18 

21 

345/s 

130 

5.27 

6.6 

HJ  Heinz 

5.6 

2.20 

227 

9 

36 

33 

17 

15 

39% 

83 

5.66 

7.0 

Hoover  Universal 

7.6 

1.24 

133 

7 

39 

42 

34 

38 

16% 

13 

3.20 

5.1 

Ideal  Basic  Industries 

6.8 

1.60 

129 

7 

39 

49 

20 

21 

23% 

110 

4.08 

5.8 

INA 

6.4 

3.30 

107 

6 

30 

46 

nil 

23 

51% 

55 

9.51 

5.4 

Interco 

6.3 

2.40 

109 

9 

33 

32 

23 

14 

38 

43 

7.01 

5.4 

International  Tel  &  Tel 

8.8 

2.40 

110 

9 

43 

35 

32 

32 

27% 

-54 

5.13 

5.3 

Fred  S  James 

5.6 

1.40 

1,138 

9 

49 

37 

nil 

3 

25% 

213 

2.64 

9.5 

Jim  Walter 

5.9 

1.80 

325 

9 

32 

23 

28 

39 

30% 

-2 

5.39 

5.7 

Kellogg 

7.0 

1.32 

187 

9 

65 

62 

3 

11 

18% 

83 

1.97 

9.5 

Kimberly-Clark 

6.6 

2.88 

144 

7 

42 

48 

23 

19 

43% 

10 

6.74 

6.5 

Leslie  Fay 

7.1 

0.48 

147 

9 

32 

30 

24 

20 

6% 

-18 

1.50 

4.5 

Lincoln  National 

6.5 

2.80 

200 

8 

40 

38 

5 

1 

43% 

19 

6.78 

6.4 

Lucky  Stores 

6.5 

1.00 

182 

8 

45 

49 

39 

46 

15% 

26 

2.11 

7.3 

Mead 

6.7 

1.80 

147 

7 

30 

30* 

33 

36 

26% 

95 

5.42 

4.9 

Melville 

5.6 

1.60 

273 

9 

37 

35 

9 

15 

28% 

64 

3.74 

7.7 

Mobil 

5.7 

3.00 

113 

9 

27 

40 

17 

26 

53 

130 

9.48 

5.6 

JP  Morgan 

6.1 

2.80 

108 

8 

35 

40 

13 

23 

455/s 

54 

7.07 

6.5 

Murray  Ohio  Mfg 

5.9 

1.20 

185 

8 

34 

35 

19 

35 

20% 

116 

3.07 

6.7 

NatlDistillers&.Chem 

6.7 

2.00 

100 

6 

45 

53 

36 

28 

30 

78 

4.04 

7.4 

Nevada  Power 

9.6 

2.12 

192 

9 

50 

45 

55 

49 

22 

10 

3.59 

6.1 

Newell  Cos 

7.5 

0.70 

170 

6 

33 

37 

NA 

33 

9% 

NA 

2.07 

4.5 

Norlin 

8.2 

1.60 

236 

6 

38 

29 

44 

39 

19% 

-20 

4.23 



4.6 

Norris  Industries 

6.5 

1.60 

250 

9 

39 

29 

10 

4 

24% 

168 

3.61 

6.8 

Northwestern  Steel 

6.3 

1.80 

149 

7 

33 

42 

4 

1 

28% 

15 

5.10 

5.6 

OklahomaNaturalGas 

8.1 

1.80 

128 

8 

57 

52 

46 

45 

22% 

91 

3.08 

7.2 

Papercraft 

6.7 

1.25 

196 

9 

40 

33 

42 

18 

18% 

-27 

2.90 

6.4 

Petrie  Stores 

6.2 

1.75 

1,008 

9 

51 

32 

nil 

nil 

28% 

215 

3.42 

8.3 

PPG  Industries 

6.9 

2.00 

102 

8 

28 

44 

27 

28 

29% 

23 

6.65 

4.4 

Ralston  Purina 

5.8 

0.64 

158 

8 

47 

35 

38 

28 

11% 

25 

1.44 

7.7 

Raymond  Intl 

5.6 

1.00 

652 

6 

30 

22* 

17 

26 

18 

85 

3.38 

5.3 

Riegel  Textile 

8.5 

1.60 

190 

8 

43 

45 

31 

26 

187s 

120 

3.55 

5.3 

Rochester  Telephone 

9.3 

1.68 

166 

9 

60 

50 

45 

47 

187s 

11 

2.61 

6.9 

Safeway  Stores 

7.6 

2.60 

126 

9 

47 

45 

8 

48 

34% 

39 

5.54 

6.2 

Scott  &  Fetzer 

7.8 

1.80 

113 

7 

37 

41 

7 

23 

237s 

65 

4.62 

5.0 

Scovill 

8.0 

1.52 

104 

7 

41 

44 

37 

41 

19 

-15 

3.51 

5.4 

Security  Pacific 

6.0 

1.80 

102 

7 

30 

40 

nil 

30 

30% 

11 

5.97 

5.0 

AO  Smith 

7.9 

1.40 

100 

7 

23 

34* 

29 

14 

17% 

-19 

6.01 

3.0 

Southern  Railway 

6.6 

3.68 

100 

8 

31 

41 

38 

30 

55% 

140 

10.39 

5.4 

Standard  Oil  of  Cal 

6.0 

3.20 

107 

8 

30 

40 

14 

20 

53% 

110 

9.77 

5.5 

Stauffer  Chemical 

5.5 

1.10 

139 

7 

35 

42 

27 

31 

207s 

138 

3.10 

6.5 

Transamerica 

6.5 

1.12 

101 

9 

28 

50 

37 

43 

1778 

-32 

3.66 

4.7 

Travelers 

6.0 

2.48 

160 

7 

24 

32 

8 

3 

4172 

23 

8.83 

4.7 

Unarco  Industries 

6.8 

0.88 

187 

7 

33 

24 

42 

39 

.  13 

103 

2.60 

5.0  ; 

Union  Camp 

5.7 

2.60 

267 

8 

39 

39 

37 

20 

4572 

121 

6.22 

7.3 

US  Tobacco 

6.6 

2.08 

227 

9 

51 

50 

12 

24 

3172 

234 

3.60 

8.8 

Universal  Foods 

6.7 

0.96 

132 

7 

62 

50 

14 

30 

147. 

44 

1.70 

8.4 

Universal  Leaf 

6.6 

1.20 

209 

8 

41 

40 

3 

1 

187s 

169 

2.85 

6.4 

Van  Dorn 

7.4 

1.00 

283 

9 

31 

28 

46 

36 

1372 

8 

2.99 

4.5 

VF  Corp 

7.6 

1.60 

183 

8 

43 

38 

17 

11 

21 

32 

3.38 

6.2 

Vulcan  Inc 

6.6 

0.84 

144 

5 

23 

26* 

45 

25 

12% 

108 

3.19 

4.0 

Warner-Lambert 

6.4 

1.32 

120 

9 

52 

45 

7 

23 

20% 

-41 

2.49 

8.3 

Wells  Fargo 

6.3 

1.72 

105 

7 

29 

37 

23 

34 

2772 

13 

5.75 

4.8 

West  Point-Pepperell 

8.1 

2.80 

115 

6 

44 

49 

10 

30 

3472 

50 

6.40 

5.4 

Whirlpool 

7.1 

1.40 

153 

6 

48 

40* 

28 

11 

19% 

2.82 

7.0 

White  Consolidated 

5.5 

1.40 

265 

9 

28 

24 

46 

43 

25% 

32 

4.70 

5.4 

Wieboldt  Stores 

5.7 

0.44 

114 

9 

58 

40 

32 

42 

7% 

-6 

0.74 

10.5 

*Less  than  ten  years.    NA  Not  available;  went  public  in  1972. 
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Advertisement 


Lots  of  competitive  sports  for  youngsters. 


Nearly  200,000  dependable  workers. 


A  VARIETY  OF  COMMUNITIES 

Southern  Nevada,  which  envelops  the 
entire  land  mass  within  the  political  boun- 
daries of  Clark  County,  is  comprised  of 
four  cities  and  the  unincorporated  por- 
tions of  the  county 

Unquestionably,  Las  Vegas  with  a  pop- 
ulation of  some  180,000  is  the  best 
known  city  among  the  four  Its  roots 
began  back  in  1905  when  the  Union  Pa- 
cific railroad  auctioned  off  scores  of 
dusty,  sage-sown  lots  in  the  downtown 
area  to  a  land-hungry  horde.  Now,  75 
years  later.  Las  Vegas'  city  limits  have 
grown  steadily  to  18  square  miles  which 
makes  it  the  center  of  residential  living 
and  service  industries  necessary  to  sup- 
port the  local  tourism  trade. 

North  Las  Vegas  is  the  second  largest 
city  in  the  county  and  ranks  third  in  the 
state.  For  its  48.000  residents,  the  city  is 
primarily  a  "bedroom  community."  but  it 
possesses  the  potential  of  becoming  a 
major  center  for  industry.  Of  its  nearly  35 


square  miles,  about  40  percent  of  the 
land  with  designated  usage  is  located 
within  the  industrial  zone,  and  only  a  frac- 
tion of  that  has  been  developed 

By  comparison.  Henderson  comprises 
the  largest  city  in  Nevada  in  land  size,  with 
70  square  miles.  Conveniently  located 
about  13  miles  southeast  of  downtown 
Las  Vegas  along  U.S.  Highway  93/95,  the 
city  with  its  24,000  residents  has  posted  a 
population  gain  of  50  percent  in  the  past 
10  years.  Construction  permit  valuation 
has  increased  eight-fold  since  1970  to  a 
whopping  $60  million  in  1979.  Among  the 
total  are  the  Levi  Strauss,  Buster  Brown, 
Ethel  M  Chocolates  and  Hesse  projects 
which  have  located  within  the  eight 
square  miles  of  industrial  zoned  land  in 
Henderson. 

Further  out  lies  the  verdant  community 
of  Boulder  City  After  incorporating  only 
20  years  ago  following  lengthy  control  by 
the  U.S.  Government,  Boulder  City  im- 
mediately outlawed  gambling,  the  only 


city  in  Nevada  to  do  so.  Last  year,  a  ma- 
jority of  its  12,000  residents  pushed  for 
and  won  from  the  city  council  a  vote  to 
control  helter-skelter  residential  expan- 
sion. Although  this  was  interpreted  as  a 
way  to  preserve  Boulder  City's  friendly 
small  town  atmosphere,  elected  officials 
and  homeowners  alike  still  are  committed 
to  attracting  suitable  industries  with  low 
utility  consumption  requirements.  They 
would  be  located  in  the  city-owned 
15-acre  industrial  park  nestled  in  the 
scenic  rust-colored  foothills. 

The  balance  of  the  county,  including 
the  incomparable  Las  Vegas  Strip  with  its 
luxurious  resorts  and  hotels,  comprises 
the  largest  single  entity  in  Southern 
Nevada  and  is  unincorporated.  Almost  98 
percent  of  its  1 90,000  population  reside  in 
developed  areas  sandwiched  between 
the  four  cities,  .making  the  Las  Vegas 
Valley  a  compact  metropolis  of  more  than 
450,000  and  a  magnet  for  visitors  without 
parallel  in  the  west. 


One  of  a  series. 


Upland  Industries  Corporation's 

Las  Vegas 


Upland  industrial  developments  in 
the  West  and  Midwest  are  close  to 
j  metropolitan  areas  and  major  airports  and 
''^v^jS  highways.  All  are  served  by  the  depend- 
able Union  Pacific  Railroad.  Upland  can 
also  put  your  company  near  plentiful  raw 
materials  and  an  available  labor  force. 


The  spectacular  Union  Plaza  Hotel 

is  on  an  Upland  site.  So  are  Las  Vegas 
operations  of  Crown  Zellerbach  Corp.,  Calnev 
Pipeline  Company,  Southwest  Gas  Corp., 
Wells  Cargo,  Inc.  and  Home  Lumber 
Company.  Other  exciting  new  Upland  devel- 
opments in  Las  Vegas  are  being  planned. 


There's  room  to  grow  in  the  Upland 
States  of  America. 

Industrial  and  commercial  sites  are  available 
now  in  California,  Colorado,  Idaho,  Iowa, 
Kansas,  Missouri,  Montana,  Nebraska, 
Oregon,  Utah,  Washington  and  Wyoming. 


For  industrial  site  information,  write  to  Howard  F.  Hansen, 
Executive  Vice  President,  Upland  Industries  Corporation,  Dept.  FB-1-0, 
110  North  14th  Street,  Omaha,  NE  68102. 

Upland  Industries  is  a  wholly-owned  subsidiary  of  Union  Pacific  Corporation. 


MUSIC,  DANCE,  THEATRE, 
LIBRARIES  — CULTURAL 
OPPORTUNITIES  ABOUND 

Ask  any  tourists  what  the  main  attrac- 
tions are  in  Las  Vegas  and  they'll  give  the 
usual  stereotyped  answers.  But  pose  that 
same  question  to  the  people  who  call 
Southern  Nevada  "home"  and  you'll  hear 
some  atypical  responses. 

Among  them  are  any  one  of  the  25  dif- 
ferent music  groups,  the  eight  dance 
companies,  eleven  libraries,  33  art 
galleries,  eleven  theatre  groups,  or  15 
historical  organizations.  In  addition,  hun- 
dreds of  enrichment  classes  are  offered 
by  the  various  departments  of  recreation 
or  through  educational  facilities. 

Many  of  these  activities  have  been  as- 
sembled under  the  Allied  Arts  Council  of 
Southern  Nevada,  which  coordinates 
functions  involving  the  numerous  arts 
organizations. 

Outside  the  sphere  of  humanities  lies 
another  world  attuned  to  the  needs  of  the 
community. 

There  are  the  scouting  organizations 
with  almost  10,000  participants,  Pop 
Warner  football,  soccer,  Little  League 
and  numerous  other  sporting  opportuni- 
ties for  youngsters  interested  in  com- 
peting. 

Also,  the  University  of  Nevada — Las 
Vegas  participates  in  various  N.C.A.A.  in- 
terscholastic  sports  that  give  local 
spectators  a  rallying  point  around  the 
community. 

Yes,  there's  plenty  of  entertainment 
and  gambling  for  "foreigners"  in 
Southern  Nevada,  but  it's  the  traditional 
activities  that  continue  to  interest  and  in- 
volve area  residents. 

SKIING,  SAILING, 
ROCKHOUNDING— ALL  WITHIN 
45  MINUTES  OF  LAS  VEGAS 

If  you  were  to  strike  off  in  any  direction 
from  the  downtown  corner  of  Main  and 
Fremont  Streets,  a  45-minute  drive  can 
put  you  in  six  different  recreation  areas. 

Mt.  Charleston,  towering  more  than 
1 1 ,000  feet  above  the  desert  floor  to  the 
northwest,  beckons  outdoor  enthusiasts 
to  its  pine-scented  campgrounds  and 
day  use  areas  in  the  Toiyabe  National 
Forest.  Here,  youngsters  can  feed  the 
chipmunks  and  squirrels,  have  lunch 
with  a  roadrunner,  or  even  catch  an 
occasional  glimpse  of  a  wild  burro, 

Valley  of  Fire  State  Park  to  the  north- 
east stimulates  the  imagination  of  vis- 
itors. Its  blazing  sandstone  outcrop- 
pings  were  hiding  places  where  rene- 
gades and  outlaws  eluded  the  U.S. 
Cavalry  and  gun-toting  posses  a  hundred 
years  ago  and  more. 


To  the  east,  on  the  outskirts  of  the 
metropolis,  is  the  sluggish  Las  Vegas 
Wash,  a  natural  habitat  for  migratory 
birds  and  riparian  wildlife.  The  cattail 
marsh  is  the  natural  outlet  to  Lake  Mead 
for  waters  flowing  through  the  valley  and 
represents  an  ecological  bonanza  for 
diehard  naturalists. 

Lake  Mead  and  its  550-mile  shoreline, 
backed  up  by  the  727-foot  tall  Hoover 
Dam,  is  located  outside  Boulder  City  to 
the  southeast.  Area  visitors  can  swim, 
sail,  ski  or  take  a  pleasure  boat  ride  over 
this  mammoth  man-made  reservoir,  or 
tour  the  monolithic  concrete  barrier  that 
generates  more  than  1 .3  million  kilowatts 
of  hydroelectric  power  from  the  Col- 
orado River. 

To  the  south  and  southwest,  the  min- 
ing districts  of  Searchlight,  Jean,  Good- 
springs  and  Potosi  now  lie  silently.  Rock- 
hounds  still  gather  mineral  specimens 
from  the  tailings  of  more  than  100  aban- 
doned glory  holes  that  once  buzzed  with 
the  activity  of  copper,  silver  and  gold 
prospectors. 

The  serenely  beautiful  Red  Rock  Rec- 
reation Area  stands  to  the  west.  Dating 
back  more  than  one  billion  years,  sheer 
sandstone  cliffs  rise  vertically  from  the 
lush  desert  surface. 

YEAR  LONG  SUNSHINE 
BRIGHTENS  THIS  SUNBELT  SPOT 

For  those  in  search  of  a  warm,  dry 
ciimate  with  more  than  330  days  of  sun- 
shine, Southern  Nevada  certainly  tills  the 
bill. 

In  its  climatological  summary  for  the 
Las  Vegas  area,  the  National  Weather 
Service  sums  it  up  best. 

"Aside  from  a  short  humid  period, 
summers  are  not  as  uncomfortable  as  in- 
dicated by  the  daytime  maxima,  because 
of  the  prevailing  low  humidity.  Winters, 
on  the  whole,  are  mild  and  pleasant. 
Daytime  temperatures  average  near  60 
degrees,  and  with  mostly  clear  skies  and 
warm  sunshine,  there  is  little  decrease  in 
outdoor  activities. .  The  spring  and  fall 
seasons  are  generally  considered  most 
ideal..." 

EXCELLENT  EDUCATIONAL 
PROGRAMS  AVAILABLE  AT 
ALL  LEVELS 

More  than  85,000  students  are  en- 
rolled in  the  74  elementary  schools,  17 
junior  high  schools,  15  high  schools  and 
four  special  schools  of  the  Clark  County 
School  District. 

Nationwide  testing  programs  show 
that  Clark  County  students  exceed  na- 
tional standards  in  all  categories.  Results 
from  the  Scholastic  Aptitude  Test  (SAT) 


college  entrance  examinations  reveal 
the  average  score  for  Nevada  students  is 
among  the  highest  in  the  country. 

Supplementing  the  K-12  curriculum, 
the  district  offers  a  high  school  gradua- 
tion program  through  its  modern  Voca- 
tional-Technical Center.  Students  can 
prepare  themselves  for  immediate  em- 
ployment by  taking  specialized  courses, 
many  of  which  are  designed  by  area 
employers  to  fit  their  various  job  oppor- 
tunities. 

Higher  education  is  also  available  at 
the  Clark  County  Community  College,  its 
various  satellite  centers  and  at  the 
University  of  Nevada — Las  Vegas. 

The  Community  College  offers  hun- 
dreds of  vocational  and  work  experience 
classes — from  accounting  through  elec- 
tronics  and  welding — and  several 
majors  which  earn  a  students  a  de- 
gree or  certificate. 

The  University,  better  known  as  UNLV, 
was  established  in  1955  and  has  a  cur- 
rent enrollment  of  some  10,000.  The 
university  awards  the  baccalaureate 
degree  in  42  fields,  the  master's  degree 
in  23  and  the  doctoral  degree  in  Educa- 
tion. In  addition,  six  majors  are  given  on 
the  graduate  level  only.  UNLV  also  is 
gaining  national  recognition  in  its  men's 
and  women's  sports  orograms,  especial- 
ly basketball,  football  and  baseball. 

Several  private  and  parochial  schools 
also  provide  well-rounded  curricula  for 
more  than  4,000  students. 

QUALITY  HOUSING  OBTAINABLE 
AND  AT  THE  RIGHT  PRICES 

The  construction  slowdown  has  not 
reached  Southern  Nevada. 

In  1979,  a  total  of  9,457  building  per- 
mits were  issued  for  single  and  multi- 


POPULATION 
&  LABOR  FORCE 


—  —  —  —   POP  -  CLARK  COUNTY  REGIONAL  ESTIMATES 

— ■» LP  -  NEVADA  DEPARTMENT  OF  EMPLOYMENT  SECURITY 

(OCT  1979  FIGURES) 

•ESTIMATES 


family  units  in  the  Las  Vegas  SMSA,  a  24 
percent  increase  over  the  annual  total 
for  the  preceeding  year. 

A  special  homebuyer  profile  compiled 
by  the  three  leading  local  lenders  for  the 
August-October  1979  period  shows 
three  out  of  every  five  homes  sold  were  in 
the  $40,000  io  $60,000  bracket. 

The  study  also  indicates  the  "aver- 
age" homebuyer  was  35  years  old,  had  a 
median  family  income  of  $23,000  and 
bought  the  residence  at  a  median  sales 
price  of  $60,950. 

A  wide  range  of  housing  styles  and 
sizes  is  available  locally,  with  prices 
starting  as  low  as  $40,000  for  new  homes 
and  $30,000  to  $40,000  for  modest-sized 
resales. 

Depending  on  the  conditions  of  an 
apartment  rental  or  lease,  monthly 
payments  can  start  at  about  $200. 

LOCAL  GOVERNMENT  LOOKS 
FAVORABLY  TO  NEW  INDUSTRY 

For  nearly  half  a  century,  Southern 
Nevada  has  depended  on  tourism  as  us 
mainstay.  But  realizing  that  all  the  glitter 
is  not  in  acres  of  neon  lights,  local 
government  has  looked  increasingly  to 
clean,  light  manufacturing  and  ware- 
housing as  a  means  of  diversifying  and 
strengthening  the  local  economy. 

All  five  entities  in  Southern  Nevada  are 
governed  by  a  manager-council/com- 
mission form  of  government.  Public  and 
elected  officials  alike  take  the  time  to 
meet  with  company  representatives  and 
discuss  what  Southern  Nevada  can 
mean  to  their  businesses. 

New  or  expanding  firms  are  afforded 
industrial  development  revenue  bonds 
as  an  incentive.  These  tax  frees  are  pro- 
vided for  any  new  firm  wishing  to  con- 
struct or  lease  its  own  facility,  as  long  as 
its  plans  have  a  positive  impact  on  the 
number  of  job  availabilities.  The  bonds 
are  statutory  and  may  be  issued  to  a 
maximum  of  $10  million  for  any  single 
city  or  county  project.  During  the  last  six 
months  of  1979,  five  IDRB  proposals 
were  approved  for  projects  totalling  $9.3 
million. 

Working  as  a  liaison  between  the 
private  and  public  sectors  is  the  Nevada 
Development  Authority.  NDA  is  a  non- 
profit business  organization  governed  by 
a  Boara  of  Trustees  and  an  Executive 
Committee  composed  of  seven  leading 
business  people  who  represent  the  vari- 
ous economic  segments  in  the  com- 
munity. 

The  private  organization  informs  and 
assists  prospective  industrial  new- 
comers in  assembling  the  data  involved 
in  the  complex  site  selection  process. 

Included  are  living  and  cultural  as- 


pects of  Southern  Nevada,  and  the 
numerous  business  elements  such  as 
taxes,  labor  force,  transportation,  utili- 
ties, financing  and  site  availability. 

LIGHTEN  YOUR  TAX  LOAD  BY 
LOCATING  IN  SOUTHERN  NEVADA 

Thanks  to  a  "subsidy' '  provided  by  the 
state's  gaming  taxes,  Nevada  busi- 
nesses and  individuals  alike  share  in  the 
lightest  tax  burden  of  any  Western  State. 

As  written  into  the  state  constitution, 
there  are  NO  corporate  income  or  per- 
sonal income  taxes,  NO  unitary  or  fran- 
chise taxes,  NO  inheritance,  estate  or 
gift  taxes  and  NO  inventory  tax  on  inter- 
state goods  here. 

Virtually  the  only  taxes  to  be  paid  by 
business  are  the  standard  property  and 
sales  and  use  taxes,  both  of  which  are 
among  the  lowest  in  the  eleven  western 
states. 

Also  as  written  into  the  Nevada 
Constitution,  property  taxes  shall  never 
exceed  $5  per  $100  assessed  valuation 
(at  35%  the  fair  market  value).  To  make 
the  property  tax  situation  even  more  ap- 
pealing, the  1979  Legislature  enacted  a 
law  stating  that  no  entity  can  tax  real 
property  any  higher  than  $3.64  per  $100 
assessed  valuation,  and  all  Southern 
Nevada  government  rates  currently  are 
below  that  level! 

DEDICATED  EMPLOYEES  READY  TO 
TACKLE  NEW  JOB  OFFERS 

With  the  Las  Vegas  area  becoming 
one  of  the  fastest  growing  metropolitan 
centers  in  the  United  States  over  the  past 
decade,  Southern  Nevada  posted  an 
equally  impressive  growth  rate  in  its 
labor  force. 

In  1970,  there  were  just  above 
1 16,000  workers  in  the  local  labor  pool. 
Today,  the  figure  is  close  to  191,000, 
which  translates  into  a  6.3  percent  an- 
nual increase  in  the  last  10  years. 

Another  factor  of  interest  to  com- 
panies investigating  Southern  Nevada  is 
that  63  percent  of  the  local  population  is 
35  or  younger,  compared  to  the  national 
average  of  58  percent. 

Wage  rates  among  all  occupations 
are  comparable  to  most  other  western 
cities.  In  many  categories,  they  are  low- 
er, especially  for  the  manufacturing  and 
warehousing  fields, in  comparison  to  the 
highly  industrialized  cities  of  the  Pacific 
and  Mountain  regions. 

The  county  unemployment  rate  cur- 
rently rests  at  a  comfortable  5.8  per- 
cent.with  more  than  13,000  potential  job 
holders  eager  to  secure  meaningful 
employment. 

Many  highly-skilled  professionals  also 
call  the  Las  Vegas  area  home. 


The  Nevada  Test  Site  with  its  nuclear 
experimentation  program,  the  Nellis  Air 
Force  Base  acting  as  the  nation's  largest 
and  most  sophisticated  tactical  jet  fight- 
er training  center  and  Hoover  Dam, 
which  is  administered  and  run  by  many 
of  the  country's  top  hydrological  and 
hydroelectric  experts,  constitute  a  nu- 
cleus of  several  thousand  scientific  and 
technical  minds  unmatched  by  any  pop- 
ulation center  the  size  of  Southern 
Nevada.  These  people,  together  with  the 
89  percent  of  the  residents  who  have  a 
high  school  degree  or  above,  facilitate 
training  programs. 

Another  plus  for  companies  consider- 
ing the  area  is  that  Nevada  is  a  Right-to- 
Work  state.  Laws  prohibit  employers 
from  denying  employment  to  non-mem- 
bers of  a  labor  organization.  It  is  also  il- 
legal to  compel  a  person  to  join  a  labor 
organization  or  to  take  part  in  a  work 
stoppage. 

FROM  HERETO  THERE 
—  OVERNIGHT 

Southern  Nevada  could  not  be  in  a  bet- 
ter, more  centralized  location  to  benefit 
from  the  growing  market  represented  by 
the  Far  West. 

Less  than  400  miles  to  the  west  and 
south  of  the  Las  Vegas  area,  more  than 
17  million  people  live  along  the  "South- 
west Crescent."  Within  a  500-mile 
radius,  the  population  figure  exceeds  27 
million,  or  one  out  of  everyeight  U.S.  resi- 
dents! 

Shipping  goods  and  products  to  those 
millions  of  potential  customers  is  as  easy 
as  saying  "land,  air  or  rail." 

Southern  Nevada  is  a  total  consump- 
tion area  for  the  truckers  who  transport 
billions  of  pounds  of  inbound  retail  items 
and  foodstuffs  yearly.  Consequently,  out- 
bound truck  shipments  are  LTL,  resulting 
in  competitive  freight  rates  among  the  1 4 
interstate  carriers  returning  to  the  larger 
metropolitan  markets. 

Coupled  with  the  accessibility  of  the 
western  market  via  lnterstate-15,  and 
the  ease  of  reaching  the  north,  east  and 
south  by  major  U  .S.  Highways,  is  the  vast 
rail  network. 

Thanks  to  the  Union  Pacific  Railroad, 
transcontinental  freight  connections  can 
be  made  to  any  large  city  in  the  United 
States.  With  more  than  10,000  miles  of 
track.  Union  Pacific  links  up  with  con- 
necting routes  at  Missouri  River  gate- 
ways. In  addition,  U.P  possesses  one  of 
the  world's  largest  freight  car  fleets  and 
provides  dockside  service  at  more  West 
Coast  seaports  than  any  other  railroad. 

In  the  air,  McCarran  International  Air- 
port offers  more  than  500  scheduled  dai- 
ly passenger  and  freight  flights  to  all 


A  view 

from  the  top. 


you're  moving  a  business 
ito  Nevada  or  already  are 
stablished  here,  make  sure 
I  your  banking  needs  are 
andled  by  the  First  Team 
t  First  National  Bank  of 
evada. 

No  other  bank  in  the 
:ate  can  boast  of  more  than 
billion  dollars  in  assets.  And 
re're  rapidly  approaching  the 
vo  billion  dollar  mark. 

When  it  comes  to  business 
pportunity  data,  site  location 


and  corporate  accounts,  once 
again  First  National  is  number 
one  in  Nevada. 

We  reached  the  top  by 
offering  every  customer 
individualized  service  from 
experienced  professionals. 
Not  only  does  the  First 
Team  manage  to  serve  its 
customers  better,  we  do  it  at 
more  locations  than  any  other 
bank  in  the  state. 

For  additional  information 
on  how  the  First  Team  can 


help  your  business,  write  or 
call:  FNB  Marketing  Depart- 
ment, 1  East  First  Street,  Reno, 
NV  89520,  [702)784-3328 
or  225  East  Bridger  Street, 
Las  Vegas,  NV  891 01, 
[702)  385-8725. 


FIRST 

NATIONAL 

BANK 


3ancorporatiorr  bank 


Member  FDIC 


You  and  FNB.  Partners  in  Nevada. 


We're  betting 
$250,000,000  on  Las  Vegas. 


That's  how  much  Centel  will  spend  over  the 
next  five  years  to  expand  and  modernize 
telephone  service  in  southern  Nevada. 

By  1983,  electronic  equipment  such  as 
digital  switching  will  be  serving  more  than 
90%  of  our  customers.  And  we  have  the  staff 
to  make  it  work.  Our  experienced  people 
have  the  expertise  to  plan  and  install  revolu- 
tionary communication  systems  for  the 
growing  business  community. 

Centel  and  Las  Vegas  have  come  a  long 
way  together.  We  were  serving  this  area  in 
1962  when  it  needed  only  65,000  telephones. 
Today  we  serve  almost  500,000  phones.  And 
we'll  serve  an  additional  250,000  by  1984. 

Centel- Nevada  is  part  of  Central  Telephone 
&  Utilities  Corporation  with  assets  of 
1.9  billion  dollars.  So  we  have  the  financial 
resources  to  grow  with  southern  Nevada.  That's 
why  we're  already  the  5th 
largest  telephone  com- 
pany in  America.  And 
it's  a  good  bet  we're 
going  to  get  a  whole  CENTRAL  TELEPHONE 
lot  bigger!  Centel  and  Las  Vegas 

We're  Growing  Together. 


points  of  the  two  hemispheres. 

Fifteen  major  airlines  utilize  the  vir- 
tually uncloseable  facility,  making  it  the 
17th  busiest  airport  in  the  country  in 
passenger  traffic  and  the  busiest  U.LS. 
airport  in  terms  of  per  capita  metro- 
politan population 

Major  expansion  plans  for  the  terminal 
and  runway  system  totalling  more  than 
$200  million  over  the  next  1 5  years  have 
been  approved  by  the  Clark  County  Com- 
mission. The  enlarged  facilities  are  ex- 
pected to  handle  twice  the  number  of 
present  aircraft  and  over  30  million 
passengers  annually  by  the  year  2000 — 
all  at  no  expense  to  the  local  taxpayer! 
INDUSTRIAL  UTILITIES  ABOUND 
AND  AT  COST-EFFICIENT  PRICES 

In  Southern  Nevada,  future  energy 
and  utility  needs  have  been  effectively 
addressed  through  careful  planning  and 
implementation. 

Constant  progress  is  being  made  by 
the  Nevada  Power  Company  and  three 
other  utilities  toward  the  eventual 
construction  of  the  $3  billion,  2.500-meg- 
awatt  Allen-Warner  Valley  Power  Station 
scheduled  to  be  on-line  by  1986.  In  the 
meantime,  NPC  has  added  new  oil  and 
gas-fired  generators  to  handle  peak  de- 
mand periods.  Altogether,  NPC  has  a 
total  power  availability  of  1 ,458  mega- 
watts and  a  reserve  system  of  about  21 
percent 

Water  is  supplied  to  Las  Vegas  Valley 
residents  by  deep  artesian  wells,  and  the 
first  phase  of  the  Southern  Nevada  Wat- 
er Project,  totalling  about  135,000  acre- 
feet  per  year.  Currently  under  con- 
struction is  the  second  phase  of  the 
SNWP  which  will  more  than  double  the 
water  allocation  set  aside  for  Southern 
Nevada. 

Southwest  Gas  Corporation  provides 
natural  gas  to  more  than  75.000  custo- 
mers in  the  area.  Supplies  have  been  ex- 
cessive to  the  point  that  the  Southwest 
has  applied  to  the  Federal  Energy 
ReguJatory  Commission  to  divert  some 
natural  gas  to  the  corporation's  other 
divisions. 

Prices  for  these  utilities  have  not  in- 
creased dramatically,  as  they  have  else- 
where in  the  West. 

For  the  past  two  years.  Nevada  Power 
Company  has  ranked  among  the  top 
three  electricity  producers  in  the  nation 
in  consumer  growth.  Despite  this,  the 
company  has  maintained  the  lowest  rate 
structure  among  major  western  utilities. 

Water  and  gas  rates,  meanwhile,  have 
remained  competitive  with  other  utility 
districts  or  companies  located  in  many  of 
the  western  states. 

So,  despite  its  apparent  remoteness. 


You  Won't  Get  The 
Runaround  In 

ftnufiiprn  Nevada 


Nevada  Governor  Robert  List 


Southern  Nevada  puts  to  use  the  State's 
lowest  constitutional  tax  limits  available  in  the 
country  today.  And  it's  not  apt  to  change. 
Our  State  Legislature  is  in  there  working  for 
you!  Find  out  why  more  and  more  profit-minded 
firms  are  looking  to  Southern  Nevada  for  a 
less  taxing  lifestyle. 

We  are  less  taxing.  And  we  can  prove  it! 
Contact  the  Nevada  Development  Authority. 
It  will  be  the  best  move  you'll  ever  make. 


Because  ... 
Our  CAPITOL 
People  Are 
Working  for 
Your  CAPITAL 


Southern  Nevada  does  have  and  will 
continue  to  have  all  the  necessary  utility 
services  and  supplies  that  are  vital  to  any 
industrial  diversification  effort.  Not  all 
western  areas  can  stay  the  same. 

A  LOT  OF  WIDE  OPEN  SPACE 
READY  FOR  DEVELOPMENT 

Clark  County  comprises  more  than 
7.900  spuare  miles  of  diverse,  scenic 
desert  landscape,  ranging  from  the  rug- 
ged Colorado  River  gorge  to  the  alpine 
heights  of  Mt.  Charleston. 

Some  86  percent  of  this  arid  real  es- 
tate is  owned  by  federal,  state  and  muni- 
cipal jurisdictions.  The  Bureau  of  Land 
Management  is  majority  landholder  with 
53  percent 

Nevertheless,  the  remaining  14  per- 
cent, or  some  1.125  square  miles  lying 
within  the  county,  still  has  countless 
choice  industrial  sites  to  choose  from. 

Recognizing  the  need  for  prime  indus- 
trial locations,  some  developers  are  fully 
improving  their  landholdings  into  attrac- 


tive sites  for  image-conscious  firms 

Elsewhere  in  the  valley,  numerous 
unimproved  parcels  of  varying  sizes  and 
descriptions  are  ready  for  the  first 
shovelful  of  dirt  to  be  turned. 

Because  a  large  portion  (6  percent)  of 
the  privately-held  land  in  the  county  is 
industrially-zoned,  prices  and  conditions 
attached  to  real  estate  transactions  can 
vary  widely.  However,  costs  can  be  ex- 
tremely competitive  and,  in  many  in- 
stances, considerably  lower  than  com- 
parably improved  parcels  located  in 
other  sizable  western  metropolitan 
centers 

In  addition  to  these  opportunities, 
nearly  500.000  square  feet  of  private 
warehouse  space  is  currently  available 
at  several  locations.  Gross  and  triple-net 
leasing  costs  are  highly  favorable  to 
lessees  when  all  the  benefits  are  care- 
fully weighed 

There  are  also  four  public  warehouses 
in  the  Las  Vegas  area  with  a  total  capaci- 
ty of  more  than  400.000  square  feet. 


A  MOVE  TO  SOUTHERN  NEVADA 
COULD  BE  YOUR  BEST  DECISION 

Heightened  corporate  awareness  of 
Southern  Nevada  can  be  seen  in  the  re- 
cent accomplishments  of  the  Nevada 
Development  Authority  Companies  like 
Levi  Strauss.  McDonnell  Douglas,  Bus- 
ter Brown  Textiles,  GTE  Sylvania.  Pana- 
sonic, Nevada  Retired  Persons  Pharm- 
acy. Ennis  Business  Forms.  Superior 
Cable  and  Henco  have  been  attracted  to 
the  area  by  major  cost-effective  advan- 
tages 

Each  in  its  own  way  independently 
discovered  business  factors  —  some 
common,  some  uncommon — that  made 
good  and  profitable  economic  sense 

These  firms  represent,  and  justifiably 
so,  modern-day  industrial  pioneers.  And 
more  settlers  can  be  expected  to  migrate 
here  in  the  future  once  the  word  gets 
around  that  Southern  Nevada  is  truly  a 
great  new  industrial  frontier. 

This  text  was  written  by  Fred  Couzens. 
under  the  direction  of  the  SNDA 


We're  the  gas  company  in 
the  fastest  growth  area 
of  the  nation.  In  southern 
California,  Nevada  and 
Arizona,  we  serve  many 
rapidly-expanding  popu- 
lation centers  including 
Las  Vegas  and  Tucson. 
We're  ready  to  meet  the 
challenge  of  the  1980's! 

Sj  K     SOUTHWEST  GRS  CORPORHTIOn 


de  Island  Hospital  Trust  handles  more 
i  than  any  other  bank  in  the  U.S.  Its  profits 
making  the  competition  hungry. 


Rhode  Island 
gold 


Until  1968  a  consortium  of  Western 
nations  supplied  the  London  market 
with  all  the  gold  it  needed  to  maintain  a 
price  of  $35  an  ounce — allowing  the  U.S. 
government  to  sell  gold  to  U.S.  users  at 
the  same  low  price.  But  when  this  gold 
"pool"  collapsed  in  March  1968,  the  U.S. 
government  announced  it  would  no  long- 
er sell  gold  to  jewelry  manufacturers  and 


By  Carol  E.  Curtis 


•  edium-size  even  for  a  regional 
financial     institution,  Provi- 

•  dence-based  Rhode  Island  Hos- 
rust  National  Bank,  with  $1.5  bil- 
assets,  ranks  a  mere  125th  among 
anks.  Yet  events  in  Afghanistan 
e  Holy  City  of  Mecca,  and  even 
est  exhortations  of  Ruhol- 
lomeini,  are  bringing  con- 
)le  prosperity  to  this  off- 
i ten-path  bank, 
r  the  last  decade,  R.I.  Hos- 
[rust  has  grown  into  the 
:  single  physical  importer 
id  bullion  in  the  U.S. 
*h  the  bank's  doors  passes 
If  of  all  the  gold  coming 
le  country  for  jewelry  and 
rial  uses — 2.2  million 
;  in  1979.  If  gold  holds  at 
ere  near  its  current  price, 
nk  could  do  well  over  $1 
worth  of  gold  business  this 
an  amount  almost  equal  to 
ik's  assets. 

stakes  in  the  gold  game 
higher  with  recent  wild 
wings,  competition  for  R.I. 
al  Trust's  profitable  gold 
ss  is  heating  up.  But  while 
nk's  customers  are  being 
'  courted  by  rival  bullion 
;rs,  R.I.  Hospital  Trust's  ex- 
:e  with  gold,  and  its  repu- 

as  "the  gold  bank,"  are 
on  advantages, 
n  the  bank  entered  the  gold  busi- 
l  years  ago,  it  had  little  idea  that 
-ounce  gold  would  climb  to  more 
600.  And  profits  were  not  the  pri- 
notivation,  according  to  John  M. 
Jr.,  senior  vice  president  of  the 

precious-metals  department  and 
;hitect  of  its  supersuccessful  gold 
n.  "We  did  the  missionary  work," 
says,  "because  we  were  convinced 
ie  situation  presented  a  serious 
to  a  local  industry." 


John  M.  Fraser  Jr.  of  R.I.  Hospital  Trust 
"We  did  the  missionary  work." 


other  heavy  users  of  the  precious  metal. 

In  Greater  Providence,  headquarters  of 
900  jewelry  firms  and  the  undisputed 
costume  jewelry  capital  of  the  world,  the 
announcement  was  greeted  with  alarm. 
Manufacturers  thrown  onto  the  free  mar- 
ket were  no  longer  sure  they  could  obtain 
gold  deliveries  at  a  guaranteed  price. 

When  a  customer  stopped  by  one  day 
to  ask  what  the  bank  was  doing  about 
"the  gold  situation,"  Fraser  lost  no  time 
suggesting  that  the  bank  enter  the  gold 


business  to  protect  its  own  customers. 

"It  immediately  became  obvious,"  he 
says,  "that  catalog  jewelry  sellers  had 
very  serious  risks."  Catalogs  listing 
prices  were  in  danger  of  becoming  out- 
dated within  a  matter  of  days,  making 
them  obsolete  before  the  product  was  off 
the  assembly  line. 

The  bank  then  became  the  first  in  the 
country  to  provide  a  forward  market  in 
gold  trading  for  industrial  users.  After 
buying  bullion  on  the  world  market  (pri- 
marily in  Switzerland,  England  and  Can- 
ada), the  bank  entered  into  three-to-six- 
month  contracts  with  jewelry  manufac- 
turers at  a  guaranteed  price.  The  fee  it 
charged  represented  the  price  it  paid  for 
gold,  plus  a  premium  tied  to  the  prime 
interest  rate  and  the  gold's  cost. 

When  it  became  clear  that  such  a  role 
would  result  in  large  gold  inventories  ly- 
ing idle,  the  bank  decided  to  put  its  gold 
to  work  by  lending  it  out  before  delivery 
was  required  to  meet  forward  contracts. 
The  bank's  lending  activity,  now  pro- 
vided to  manufacturers  using  at  least 
10,000  ounces  a  year,  is  for  companies 
that  do  not  sell  at  fixed  prices  but  deter- 
mine the  value  of  the  product  on  the  day 
they  deliver  it.  The  companies  "borrow" 
the  consignment  gold,  deferring 
payment  and  pricing  until  they 
bill  the  customers.  When  the  bor- 
rower actually  buys  the  gold,  the 
bank  receives  the  going  rate  of 
gold  plus  a  premium. 

Almost  everything  the  bank 
makes  by  lending  gold  this  way  is 
profit.  Explains  Fraser,  "The  lend- 
ing activity  is  largely  gravy.  The 
big  volume  is  what  brings  big 
profits." 

In  1979  about  10%  of  the 
bank's  total  earnings  of  $10.1 
million  were  due  to  gold.  This 
year,  if  current  high  prices  are 
maintained,  15%  of  total  bank 
earnings  could  be  gold-generated, 
according  to  Chairman  and  Chief 
Executive  Officer  Henry  S.  Wood- 
bridge  Jr.  If  1980  should  be  an  off 
year  for  banks,  this  could  give  R.I. 
Hospital  Trust  a  solid  anchor  to 
the  windward. 

The  real  impact  of  sharply 
higher  prices  is  only  beginning  to 
be  felt.  For  example,  in  fourth- 
quarter  1979  the  bank's  gross  in- 
come from  gold  stood  at  $1.5  mil- 
up  100%  from  the  1978  quarter. 
Earnings  could  be  up  an  estimated  50% . 

So  far,  the  effect  on  the  R.I.  Hospital 
Trust's  stock  has  been  minimal.  It  is 
currently  trading  at  $21  a  share,  against  a 
52-week  high  of  $26. 

What  started  out  as  a  service  to  cus- 
tomers has  turned  into  a  nicely  profitable 
business.  Administrative  overhead  costs 
are  low — there  are  fewer  than  150  indi- 
vidual customers  to  deal  with. 

One  of  the  bank's  most  important  cus- 
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Petrogold 


Who's  behind  the  heavy  buying  of  gold  that  caused  gold  prices  to  quadruple  in 
about  a  year?  According  to  gold  banker  John  M.  Fraser  lr.,  widely  regarded  as 
one  of  the  most  knowledgeable  men  in  the  business,  it  is  mostly  Arabs  with 
hoards  of  petrodollars. 

Says  Fraser,  "The  Saudi  royal  family,  and  those  in  Kuwait  and  Iraq,  have 
extraordinary  wealth.  And  there  are  people  surrounding  the  Saudi  royal  family 
who  have  tremendous  wealth.  They  are  sitting  on  oil  reserves  surrounded  by 
enemies — Yemen,  and  now  the  Russians  in  Afghanistan.  The  instability  in  the 
Middle  East  suggests  that  they  might  be  overthrown  one  day.  If  you  fear  the 
overthrow  of  a  government  that  you  are  close  to,  this  suggests  you  may  need  to 
move — you  and  your  family — in  haste. 

"In  that  kind  of  environment,  you  buy  gold.  It  is  a  traditional  store  of  value. 
People  so  motivated  probably  are  not  very  sensitive  to  price.  You  are  talking 
about  buying  the  rest  of  your  life  for  $700  or  $800  an  ounce." 

R.I.  Hospital  Trust  Chairman  Henry  S.  Woodbridge  Jr.  adds  that  "the  willing- 
ness of  OPEC  to  recycle  cash  surpluses  to  the  U.S.  in  1980  and  1981  the  way 
they  did  in  1973  and  1974  is  now  much  less."  This,  Woodbridge  believes,  is  an 
important  factor  that  "will  .  .  .  maintain  the  price  of  gold,  and  increase  it."  For 
his  bank's  part,  Woodbridge  says  R.I.  Hospital  Trust  is  already  beginning  to 
examine  the  impact  of  $2,000-an-ounce  gold  on  its  operations. — C.E.C. 


tomers,  L.G.  Balfour  Co.,  m  Attleboro, 
Mass.,  buys  70,000  ounces  of  gold  from 
R.I.  Hospital  Trust  each  year,  mostly  for 
class  rings.  Balfour  switched  from  its  for- 
mer supplier,  Kennecott  Copper  Corp., 
when  the  bank  offered  it  futures  con- 
tracts to  hedge  the  swings  in  gold  prices. 

To  date,  only  two  other  U.S.  banks, 
Republic  National  Bank  in  New  York  and 
the  Industrial  National  Bank  in  Provi- 
dence, have  entered  the  ranks  of  big  gold 
banks.  The  three  banks  account  for 
about  80%  of  the  total  U.S.  industrial 


gold  market.  And  of  the  three,  R.I.  Hos- 
pital Trust  is  on  top.  With  gold  at  $35  an 
ounce — or  even  $400 — there  may  have 
been  little  work  for  the  bank  to  do  to 
maintain  its  gold  bank  reputation.  But 
with  gold  at  $600,  or  $800,  banks  and 
other  institutions  are  working  harder  for 
a  slice  of  the  pie.  Besides  nonbank  New 
York  competitors  Mocatta  Metals  Corp. 
and  J.  Aron  and  Co.  Inc.,  an  aggressive 
challenge  is  being  mounted  by  the  other, 
bigger  bank  in  R.I.  Hospital  Trust's  back- 
yard: Industrial  National,  the  skyscraper 


down  the  street  on  Providence's  histo 
Kennedy  Plaza. 

Industrial  National  says  it  now  hand 
about  750,000  ounces  of  gold  per  yea 
roughly  a  third  of  R.I.  Hospital  Tru  I 
volume.  But  it  has  established  one  of 
banking  industry's  first  jewelry  indug 
groups  as  part  of  its  strategy  to  gel 
bigger  share  of  the  lucrative  gold  bi I 
ness.  "We  may  have  made  a  late  sta: 
explains  Industrial  National  Presiden 
Terrence  Murray,  "but  we  have  revj 
up  to  make  a  major  effort." 

Significantly,  R.I.  Hospital  Trust 
done  little  to  enlarge  its  gold  operatic 
The  only  gold  that  Fraser  himself  own] 
a  single  gold  coin,  an  Austrian  1 00-korc 
piece  containing  just  over  one  ounce 
gold.  The  bank  does  not  trade  or  posit: 
the  metal,  nor  does  it  heavily  prom 
sales  to  individuals,  fearing  that  woi 
imply  the  bank  was  recommending  g 
as  an  investment.  "Volatility  on  the 
side,"  Fraser  says,  "suggests  the  risW 
heavy  volatility  on  the  downside." 

Is  Fraser  suggesting  that  the  bubble  i 
burst?  No — but  to  illustrate  that  even 
expert  can  be  misled,  Fraser  smiles  I 
recites  a  bit  of  history.  He  recalls  that 
old  government-run  pool  stopped  supp 
ing  gold  at  a  fixed  price  in  1968,  and  I 
a  month  later  trading  reopened  as  a  ff 
market.  The  closing,  he  points  out,  vi 
on  St.  Patrick's  Day;  the  reopening 
April  Fool's  Day.  "Knowing  what 
know  now,"  Fraser  says,  "that  was  ra 
er  appropriate  timing."  I 


Hertz  and  its  rivals  are  fast  becoming  the 
biggest  outfits  in  used  cars.  But  not  dominant: 
Do  you  know  how  huge  the  business  is? 


Buy  where 
you  rent? 


er — who'd  usually  come  out  on  top." 
Those  days  are  long  gone. 

Now  the  $2.5  billion-a-year  car  rental 
industry  is  on  a  fast  track  to  turn  itself 
into  a  major  retailing  force;  last  year  it 
sold  an  estimated  $600  million  worth  of 
used  cars.  Hertz  Corp.  (owned  by  RCA)  is 
already  the  U.S.'  largest  used  car  mer- 
chandiser, selling  some  60,000  cars  a 
year — 60%  of  its  domestic  fleet — ranging 
from  Toyotas  to  Mercedes  280SEs.  Arch- 


By  Bob  Tarn  ark  in 


OR  YEARS  THE  CAR  RENTAL  COmpa- 

mm  nies  were  content  to  wholesale  the 
JL  used  cars  from  their  fleets — once 
the  bloom  was  off — at  any  prices  they 
could  get  in  order  to  make  way  for  new 
models.  "We'd  get  a  call  from  the  home 
office  on  a  Saturday  telling  us  to  clear  the 
lot,"  recalls  a  Hertz  manager.  "By  Sun- 
day we'd  make  a  deal  with  a  wholesal- 


rival  Avis,  Inc.  (owned  by  Norton  Sire 
Inc.),  the  perennial  number  two,  doub 
its  retail  outlets  since  last  fall  from  1  Id 
235  in  its  effort  to  sell  the  public  60,C 
cars  yearly  by  June  1981  (it  now  sA 
about  40,000).  Number  three  Natioi 
Car  Rental  (owned  by  Household 
nance)  sells  about  12,000  cars  a  year,| 
20%  of  its  fleet — up  from  just  5% 
1974 — and  is  scouting  sites  nationw; 
for  more  showrooms.  And  Budget  Ren 
Car  Corp.  (owned  by  Transamer 
Corp.)  is  pushing  a  test  program  amc 
its  franchisees  in  ten  U.S.  cities  aim 
initially  at  selling  a  third  of  its  55,000-' 
domestic  fleet  each  year. 

The  135,000  cars  that  rental  com] 
nies  are  selling  hardly  make  a  dent  in  1 
gigantic  used  car  market — conservatri 
ly  20  million  cars  a  year,  worth  some  S 
billion.  Sol  Mazer,  manager  of  Chicag 
Z-Frank  Used  Cars,  one  of  the  Midwes 
biggest  used  car  lots,  puts  it  bluntly: 
don't  see  them  (the  rental  companies] 
competition.  I've  shopped  their  sha 
rooms."  But  to  new  car  dealers,  whe 
lots  are  loaded  with  '79  models,  any  d 
traction  hurts.  (Big  Four  automake 
new  car  sales  last  year  in  the  Chica 
market — one  of  the  nation's  most  co) 
petitive — were  down  10.8%  from  19l 
while  Hertz  posted  a  sales  gain  of  4%  ai 
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i  increase  of  over  10%.) 
first  rental  company  to  retail  its 
riously  was  Hertz.  Before  1970  a 
t  far  less,  and  first-year  depreci- 
up  from  about  $600  in  the  late 
tc  over  $1,000  today)  was  low 

to  make  the  used  car  market 
ctive.  The  rental  companies 
t  more  unattractive  still  by  the 

glut  of  rental  cars  they  dumped 
il  used  car  markets,  depressing 
even  more.  That  put  the  rental 
lies  at  the  mercy  of  the  wholesal- 
ing auctioneer.  Explains  William 
Hertz  vice  president  of  car  sales: 
;  car  rental  fleets  grew,  the  whole- 
vere  not  prepared  to  handle  the 
:  of  used  cars.  In  order  to  move 
t  fast,  they  were  paying  less  than 
ae  for  them." 

100th  the  market  and  improve  its 
sh  flow,  Hertz  decided  to  sell  its 
ars  at  retail.  Proceeding  cautious- 
>71  it  opened  a  modest  showroom 
lern  California,  the  country's  big- 
w  and  used  car  market.  Soaring 
ces  made  late-model  used  cars 
'  more  attractive  to  bargain  hunt- 
i  by  1974  Hertz  had  100  retail 
is  across  the  country,  selling 
cars  a  year.  This  year  it  will  prob- 
11  70,000  cars  from  its  139  com- 
vned  locations. 

success  plus  the  increasingly 

retail   market   forced   Avis  to 

its  strategy.  Up  until  the  '79 
year  Avis  leased  most  of  its  cars 
Chrysler  to  reduce  its  risk.  But 
;  with  the  '79  model  year,  it  began 

its  cars  outright  from  General 
,  whose  lines  have  traditionally 

resale  value  than  Ford's  or 
sr's. 

ise  the  used  car  market  is  so  big, 
tal  companies  don't  have  to  out- 
:h  other.  There  is  little  difference 
;ales  package  they  offer.  The  cars 
tally  year-old  models  that  have 
:nted  90  times  on  average  and 
between  12,000  and  21,000  miles, 
/ith  frame  damage,  suspect  en- 
r  in  need  of  more  than  $750  in 
are  wholesaled.)  Each  car  comes 
ts  maintenance  history  and  a 

warranty  on  the  power  train  for 
iths  or  12,000  miles — -something 
sed  car  lots  don't  offer.  Cars  tend 
iriced  slightly  above  the  NADA 
al  Auto  Dealers  Association)  Blue 
alue,  but  that  is  often  $300  to 
ider  local  dealers'  prices. 

however,  does  not  prevent  a 
actuation  in  price,  depending  on 
itive  differences  among  markets. 
:ance,  a  1979  Pontiac  Grand  Prix 

$4,600  in  National  Car  Rental's 

showroom;  in  its  Minneapolis 
om,  for  $5,900.  There  is  no  price 
g,  and  trade-ins  are  not  accepted, 
ng  varies,  too.  Budget,  for  exam- 
rks  with  credit  unions  and  local 


Hertz  used  car  outlet  in  Roslyn,  NY. 
The  top  U.S.  used  car  merchandiser. 

banks.  Hertz  uses  Allstate  Enterprises. 
Avis  offers  no  financing  program. 

The  rental  companies  approach  the 
used  car  market  with  mixed  motiva- 
tions. "We  want  to  present  ourselves  as 


credible  salesmen  of  used  cars,  against 
the  prevailing  images,"  says  Avis 
spokesman  William  Schechter,  mindful 
that  many  of  the  sales  are  to  former 
rental  customers  who  will  rent  again  in 
the  future.  (National  offers  renters  who 
use  a  car  for  a  weekend  or  longer  the 
option  to  apply  the  rental  cost  against 
the  car's  purchase  price.)  TV,  newspa- 
pers, direct  mail,  even  celebrities  have 
been  used  to  lure  prospects  to  show- 
rooms. Budget  asks  for  1%  of  a  franchi- 
see's vehicle  sales,  which,  in  part,  is  used 
for  promotion.  Hertz  is  banking  on  re- 
spectability by  retaining  Virginia 
Knauer,  former  consumer  affairs  assis- 
tant in  the  Nixon  Administration,  as  its 
traveling  used  car  consultant. 

Clearly,  retail  sales  are  becoming  an 
important  part  of  the  rental  companies' 
overall  operations  in  a  highly  competi- 
tive business  where  Hertz  and  Avis  are 
going  after  the  budget  customer.  Hertz' 
40%  market  share  puts  it  securely  atop 
the  $2.5  billion  U.S.  rental  market,  fol- 
lowed by  .  Avis  (28%)  and  National 
(20.5%).  Soaring  gasoline  prices  and  in- 
creasing finance  costs  are  forcing  the  en- 
tire industry  to  try  harder.  Recycling  cars 
is  one  way  of  doing  it.  I 


Uniroyal  looks  like  a  pariah,  but  manage- 
ment may  have  done  more  about  its  most 
urgent  problems  than  the  market  thinks. 


The  high-risk  lure 
of  Uniroyal 


The  Streetwalker 


A  TOP-RANKED  AUTO  executive  in  New 
York  for  last  month's  auto  show  was 
musing  about  Uniroyal  Inc.'s  chances  of 
survival  in  the  tire  business.  Almost  as 
long  as  anyone  can  remember  Uniroyal 
has  been  the  number  one  supplier  of 
original  equipment  to  General  Motors. 
With  its  newest,  almost  puncture-proof 
tire,  Uniroyal  has  good  products,  he  ac- 
knowledged, but  was  that  enough  to  stay 
the  course?  "What  they  need,"  he  said, 
"is  a  helluva  lot  of  courage  and  commit- 
ment from  top  management." 
This  was  no  idle  comment.  Only  last 


summer  Uniroyal  had  surprised  the  trade 
by  selling  its  sizable  European  tire  busi- 
ness to  West  Germany's  Continental 
Gummi  Werke  AG.  Last  month  Uniroy- 
al announced  plans  to  close  two  of  its 
five  U.S.  tire  plants. 

True,  the  tire  industry  is  plagued  by 
overcapacity  and  any  closures  are  wel- 
comed, but  Uniroyal's  problems  require 
more  than  a  cutback  in  output.  By  any 
yardstick  Uniroyal  is  in  a  bind.  Its  earn- 
ings, in  a  tailspin  since  late  1977,  have 
vanished.  To  cover  the  shutdown  plus 
some  foreign  currency  problems,  Uniroy- 
al set  up  a  $75  million  reserve.  So  on  $2.5 
billion  or  so  in  sales  in  1979,  expect  at 
least  a  $100  million  loss,  the  company's 
worst  in  its  88  years. 
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Its  balance  sheet  is  stretched  thin. 
Uni royal  has  enormous  debts  plus  vast 
unfunded  pension  liabilities.  Together 
these  amount  to  over  $1  billion,  or  al- 
most twice  the  worth  of  its  stockholders' 
equity.  Hard  put  to  cover  its  annual  $150 
million  in  interest  expense  and  pension 
payments,  Uniroyal  can't  pay  dividends 
on  either  its  8%  preferred  or  its  common 
stock.  In  the  past  12  months  Uniroyal's 
common  has  skidded  from  above  8  to 
below  4,  while  its  preferred,  once  traded 
at  184,  is  at  31. 

Today  Uniroyal  may  rank  as  the  larg- 
est pariah  on  the  Big  Board.  Scarcely 
three  dozen  institutions  own  its  stock. 
When  tire  investment  analysts  meet,  the 
talk  often  turns  to  the  darkest  of  possi- 
bilities. Says  veteran  analyst  Harry  W. 
Milhs  of  Cleveland's  McDonald  &  Co., 
"My  best  guess  is  Uniroyal  will  be  bank- 
rupt before  the  first  half  is  out." 

Such  talk,  in  effect,  discounts  all  that 
Uniroyal  has  achieved  in  the  past  five 
years  and  obscures  an  intriguing,  though 
obviously  high-risk,  gamble  an  investor 
can  make  today  in  preferred  stocks. 
More  about  that  in  a  moment. 

"That  analyst,"  snorts  Uniroyal  Chair- 
man David  Beretta,  referring  to  Millis 
with  unconcealed  contempt,  "has  never 
bothered  to  visit  us  and  hear  our  side  of 
the  story."  Forbes  had  visited  Beretta  in 
his  paneled  New  York  office  to  ask  about 
the  possibility  of  a  Uniroyal  bankruptcy. 
"I  don't  subscribe  to  that  view,"  he  re- 
plied, his  jet-black  eyebrows  arching.  "I 
think  there  are  quite  a  number  of  things 
going  for  us." 

Beretta,  51,  clearly  does  not  lack  for 
courage.  A  chemical  engineer  by  train- 
ing, Beretta  in  the  Korean  War  Volun- 
teered to  undergo  dangerous  tests  for 
nerve  gas.  As  for  commitment,  Beretta, 
since  taking  charge  in  1975,  has  un- 
flinchingly carved  away  endearing  but 
troubled  chunks  of  the  company  he  in- 
herited. Out  have  gone  a  slew  of  margin- 
al operations  from  sneakers  and  shoes 
to  commodity  chemicals  and  plastics. 
Even  golf  balls  and  clubs.  Some  cuts  in 
places  where  he  had  been  a  line  manager 
were  especially  traumatic  for  Beretta. 
"You  cannot  divorce  yourself  from  a 
thing  like  this,"  he  says.  In  all,  Beretta 
lopped  off  some  25,000  employees,  over 
a  third  of  the  payroll,  and  shuttered 
or  sold  30  plants  representing  over  $1 
billion  in  sales.  "Hell,  that's  a  good-size 
corporation,"  he  says,  as  if  the  enormity 
of  all  that  he  has  done  is  finally  strik- 
ing home. 

Under  Beretta,  Uniroyal  has  built 
respectable  businesses  in  industrial  rub- 
ber products,  such  as  toothed  rubber 
belts,  and  agricultural  chemicals.  "When 
did  you  last"  eat  a  Delicious  apple  that 
was  brown  at  the  middle?"  Beretta  sud- 
denly asks.  Uniroyal  apparently  turns  a 
tidy  penny  making  a  chemical  to  keep 
water  from  collecting  at  the  apple  core.  A 


small  item,  perhaps,  but  add  together 
dozens  of  such  products  and  suddenly 
you  find  that  these  two  revamped  parts 
of  Uniroyal's  business  last  year  probably 
made  over  $100  million  pretax  on  $1 
billion  in  sales. 

Last  fall  the  management  team  that 
had  scored  successfully  in  chemicals  was 
posted  by  Beretta  to  the  tire  operations. 
Under  its  previous  managers,  the  tire- 
division  had  taken  a  costly  strike  in 
May.  Also,  it  had  hung  onto  ancient, 
palpably  unprofitable  plants  in  the  U.S. — 
one  in  Detroit  dates  back  to  1906.  Hence 
last  month's  planned  closures. 

Beretta's  present  plan  is  to  leverage 
Uniroyal's  strength  in  original-equip- 
ment radial  tires — it  has  25%  of  that 
market — to  garner  more  sales  in  the  larg- 
er replacement  business,  where  it  now 
has  barely  10%.  The  big  hope  is  that  an 
enlarged  advertising  budget  plus  the  pre- 
mium Royal  Seal  tire,  which  reseals  itself 
even  when  punctured  by  a  3/i6th-inch 


/  'niroyal's  I  ktricl  Beretta 
Fixing  aflat  on  Wall  Street. 

drill  bit,  will  attract  new  dealers.  Simul- 
taneously, Uniroyal  plans  to  run  its  re- 
maining plants  seven  days  a  week,  hop- 
ing to  lower  unit  production  costs. 

Dangerous?  Certainly.  General  Tire  al- 
ready has  one  plant  working  a  full  week, 
and  Goodyear  makes  no  bones  about  its 
willingness  to  outspend  the  competition 
to  be  the  largest  and  lowest-cost  produc- 
er. This  in  an  industry  where  unit  sales 
are  slipping — less  mileage  driven  on 
longer-lasting  tires — and  where  Good- 
year earns  barely  2%  on  its  investment. 

Wouldn't  Beretta  be  better  off  selling 
what  tire  plants  he  can  and  putting  the 
money  to  work  in  those  juicy  agricultural 
chemicals?  After  all,  Uniroyal  did  pick 
up  a  useful  $65  million  by  selling  out  in 
Europe. 

The  reasons  he  cannot  are  at  least 
threefold: 

1 .  Uniroyal  is  an  inbred  company,  and 
Beretta  has  yet  to  wean  either  his  board 
or  his  top  management  from  tires. 
("Tires  are  our  backbone.  Our  approach 
to  them  is  spiritual,"  one  Uniroyal  man 
concedes.) 

2.  Even  if  it  could  find  a  buyer,  Uniroy- 
al couldn't  readily  sop  up  much  extra 


cash  in  its  newer  operations,  and  Be| 
rightly  fears  a  raid  if  he  keeps  cash  nj 
treasury.  (Last  summer  Charles  a 
dorn's  Gulf  &  Western  Industries  bn 
held  6%  of  Uniroyal's  stock.) 

3.  Those  pension  liabilities.  Conj 
to  popular  belief,  this  grew  out  on 
shoe  rather  than  the  tire  operationsi 
U.S.  Rubber  Co.  hadn't  bothered  to 
sufficient  money  aside  for  its  shoer) 
ers'  retirement. 

In  theory,  Uniroyal  could  sell  its| 
division  without  being  able  to  pass| 
of  the  pension  liability  onto  the  buyi 
could  remain  instead  on  Uniro 
books  burdening  the  rest  of  the  c 
ations,  which  simply  are  not  yetl 
enough  to  bear  it.  Says  Beretta:  "T| 
can  be  no  quick  fix." 

His  new  tiremen  liken  their  busi 
to  the  chemical  industry  in  the  196' 
plagued  by  oversupply  and  meager  i 
gins.  Nowadays  the  chemical  outfit? 
turn  an  above-average  17%  on  eq 
(Forbes,  fan.  7)  vs.  a  sub-par  7%  by} 
tire  group.  For  its  part,  Uniroyal  thi 
the  present  glut  in  tires  will  soon  vai} 
Beretta  goes  even  further:  "I  don't  ex) 
to  be  losing  money  in  tires  by  the  en 
this  year." 

Of  course,  such  optimism  is  to  be 
pected  from  the  CEO.  He  could  ha 
sound  glum,  much  less  tip  his  handi 
announce  any  plan  for  selling  off  the) 
mestic  tire  business.  But  don't  be i 
surprised  if  at  some  future  point  he  d 
In  effect,  he  has  two  options.  If  the  f 
division  makes  good,  Uniroyal  will  I 
in.  If  it  doesn't,  it  should  at  least  b 
somewhat  better  shape  than  at  pre| 
and,  to  that  extent,  a  more  salable  pf 
erty.  By  the  time  any  divestiture  mi 
sense,  Uniroyal's  other  businesses  i 
have  grown  to  the  point  where  sopi 
up  surplus  cash  will  present  no  probj 
and  pension  liability  will  be  less  onerc 

Where  does  all  this  leave  invest! 
Remember  that  8%  preferred  sta 
Uniroyal  pays  dividends  out  of  the 
vious  year's  earnings.  Because  of  its  1 
1979  losses,  there  will  be  no  payoul 
1980.  But  consider  this.  If  Uniroyal  M 
to  earn  a  mere  $4.9  million  this  yi 
according  to  a  spokesman,  it  would  o 
sider  itself  obligated  to  resume  pax 
the  preferred  dividends.  Is  such  a  so 
profit  from  a  $2.5  billion  giant,  two  pi 
well  and  one  part  recovering,  too  m) 
to  expect? 

On,  say,  a  $32  investment  you  cdl 
pick  up  an  $8  dividend — a  smart  2j 
return,  not  counting  any  stock  apprei 
tion  that  might  follow  even  a  moc 
improvement  in  earnings. 

Of  course,  if  Dave  Beretta  is  wn| 
about  the  tire  business,  Uniroyal  crj 
well  face  more  writeoffs,  even  be  foil 
out  of  the  tire  business  in  a  hurry.  Bu 
he  is  right,  an  investor  with  the  stomj 
for  high  risk  might  find  his  courage 
commitment  well  rewarded.— Paul  Gift 
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If  you're  cramming  a  three  day  business  trip  into  one, 

there's  no  place  like  an  airport  Hilton. 


Muni  dAUiAuAINcN  SU-tALLCU  PLANNED  UBSULCSCbW 


SCOUT  INTRODUCES  TH1 
WARRANTY  PACKAGE  H 


It  seems  like  \ 
clockwork.  Just  when  \ 
the  repair  bills  start 
rolling  in,  you  discover 
your  car's  warranty  has 
run  out.  Call  it  planned 
obsolescence.  Call  it 
anything  you  want.  At 
International  Harvester, 
we  call  it  disgraceful. 

That's  why  for  1980  we 
proudly  and  confidently 
announce  the  longest 
engine  and  rust-through  pro- 
tection package  in  automo- 
tive history:  100,000  miles. 
Or  5  years.  Clean  and  simple 

How  to  build  a 
100,000-mile  engine 
warranty. 

We  build  every  one  of  our 
engines  to  last  well  beyond 
100,000  miles. That's  why  we 
can  make  this  promise:  During 
the  first  100, 000  miles,  or  5  years 
(whichever  comes  first),  Inter- 
national9 Scout®  will  repair  or 
replace  without  charge  for  parts 
or  labor  any  part  of  the  engine 
block  and  all  internally- 
lubricated  engine  components 
which  are  defective* 

But  it  takes  more  than  a 
good  engine  to  back  up  a 
100,000-mile  warranty. 

Testing.  Unlike  most  car 
companies,  we  test  every  Scout 
engine  both  before  and  after 
it's  put  into  the  vehicle.  And 
we're  very  picky  about  the 
ones  we  accept.  Our, 
inspectors  are 
probably 


tougher  on  our  engines 
than  you'll  ever  be. 

International  Harvester 
Heritage.  We've  been  building 
our  own  engines  since  1908.  In 
fact,  one  of  our  optional  Scout 
engines  is  a  first  cousin  to  the 
power  plant  that  goes  in  our 
2V2-ton  trucks. 

And  every  Scout  engine 
is  a  100,000-mile  engine. 
From  our  gutsy,  but  eco- 
nomical, 196-cubic-inch  four- 
cylinder  to  our  hardworking, 
hard-playing  304-cubic-inch 
and  345-cubic-inch  V-8's. 

Our  new  turbo -diesel 
engine.  Only  one  other 
in  America. 

The  new  Scout  Turbo-D  gives 
you  all  the  economy  and  depend- 
ability of  a  diesel  with  startling 
acceleration.  Power  to  pass. 

Power  to  get  through  trouble. 
Extra  power  when  you  want 
it  — and  need  it  most. 

Scout  Turbo-D  fuel 
economy: 


99)!!ta  <M 

Uu J  mpg  LrX 


EST 

HWY 

MPG 


Mercedes-Benz  300SD. 
It's  unfair  to  compa 
our  engine  to  theirs  how 
ever.  Remember,  the  moi 
affordable  Scout  Turbo-D 
has  a  100,000-mile  warram 
vs.  a  warranty  of  only  20,0 
miles  for  the  Mercedes. 
Our  new  rust  warranty.  1 
tection  for  the  long  haul.  D 
an  ordinary  car  a  few  years 
you  may  discover  that  your  i| 
warranty  (if  you  have  one  at  I 
is  no  more  solid  than  the  fasti 
corroding  body  of  your  car. 
What  do  you  do?  You  fight  ba 
with  Scout.  And  our  new  5-yei 
rust-through  protection  p 
Our  new  warranty  gives 
this  honest  promise:  Du 
the  first  100,000  miles,  c 
years  (whichever  come 
first),  International  Sco 
will  repair  or  replace 
vehicle  body  compoi 
which  suffers  "perfo 
rry      Hon"  due  to  corro. 

is  a  steady  hand  behind    Without  Charge 
our  hot  wax  anti-rust     for  parts  or  labc 

treatment.  We  treat  eve 

1980  Scout  with  an  extensive 
4-step  anti-rust  process. 
We  galvanize  critical 
welding  points.  Dip 
Scout  bodies  to 
electrostatically 
coat  all  major 
body  parts.  Apply 
zinc-rich  primer  to 
hood,  fender  and 
windshield  seams. 
Finally,  we  call  on 
the  steady  hand  of 
Bill  Roseberry,  who 
helps  hand  spray  325° 
"hot  wax"  on  inner 
surfaces  to  protect  them 
against  corrosive  road  salt 


Remember,  use  estimated  mpg  for 
comparison  only.  Mileage  varies  with 
speed,  weather,  trip  length  and  your  use 
of  4  WD.  Actual  highway  mileage  will 
probably  be  less. 

There  is  one  other  passenger 
vehicle  in  America  with  a  turbo- 
charged  diesel:  the  530,000 


Quality  and  security  | 
go  hand-in-hand. 


The  same  built-in  quality  | 
that  is  the  backbone  of  our  ne 
warranties  helps  protect  you 

•Warranties  are  non-transferable,  and  assui 
customer's  proper  care  and  maintenance. 
See  your  dealer  for  details. 


9NGEST  AND  BEST 
UTOMOTIVE  HISTORY. 


nily  from  things  that  push 
y  cars  to  their  limits . . . 
ond.  Like  1980-size  pot- 
ooded  roads  and  hazard- 
ter  driving.  In  a  Scout 
it  a  feeling  of  well-being 
'  never  experience  in  a  car. 
a  secure  feeling  of  sitting 
icle  that  surrounds  you 
)tective  steel.  Try  and 
ar  that  puts  more  steel 
1  you  and  trouble  than 

.  Scout  you  sit  higher  than 
vantage  point  that  lets 
the  road  ahead  more 


clearly  and  avoid  trouble  more 
easily. 

Then  there's  our  selective 
4-wheel  drive.  It  gives  you  the 
option  of  easily  shifting  from 
economical  2 -wheel  drive  to 
4-wheel  drive,  for  extra  stability 
and  traction  when  the  road  or  the 
weather  looks  rough. 

How  to  fight  back. 

Your  International  Scout 
dealer  has  just  what  you  need  to 
fight  back  against  the  compro- 
mise of  ordinary  car  warranties 
and  ordinary  cars  in  general. 


The  versatile  Scout  II%nd  the 
bigger,  roomier  Scout  Traveler.® 

Before  you  even  consider 
buying  an  ordinary  car,  test  drive 
a  1980  Scout.  It's  as  easy  as  dial- 
ing 800  IH-SCOUT  for  your 
local  dealer. 


Dial 
Tbll-Free 


800  IH- SCOUT 

Illinois  Residents  800-322-0821 


INTERNATIONAL  HARVESTER 


: 


If 


FIGHT  BACK  WITH  SCOUT. 

Anything  less  is  just  a  car. 


^UHTintroduce  you  to 

Ww  North  Americas 
seventh  largest  bank. 


When  you're  searching  for  a  com- 
mercial loan,  why  not  choose  a  bank 
that  can  offer  you  a  sizable  amount 
easily  And  fast. 

Canadian  Imperial  Bank  of 
Commerce  is  just  that  kind  of  bank. 
With  more  than  $45  billion  in  assets. 
$26  billion  out  on  loan.  And  the 
expertise  that  comes  from  doing 
business  in  the  United  States  for  more 
than  a  century 

Our  headquarters  are  in  Toronto, 
but  you'll  find  us  well  represented  in 
the  United  States.  We  have  offices  in 
New  York,  Chicago,  Atlanta,  Dallas, 
Los  Angeles,  San  Francisco,  Portland 
and  Seattle.  What's  more,  we  have  a 
complete  international  network  in 
place. 

Big.  Knowledgeable.  Convenient. 
That's  Canadian  Imperial  Bank  of 
Commerce.  Don't  we  belong  on  your 
short  list? 


<l> 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 

North  America's  seventh  largest  bank  belongs  on  your  short  list. 


Head  Office  Commerce  Court.  Toronto.  M5L  1A2.  Canada  •  Offices  in  New  York  •  Chicago  •  Atlanta  •  Dallas  •  Los  Angeles  •  San  Francisco  •  Portland  •  Seattle 


?w  years  back  Genstar  was  a  smallish 
adian  company.  This  year  it  will  become 
?  billion  outfit  with  most  of  its  sales  and 
ts  south  of  the  border. 

"We  needed  a 
bigger  market" 


By  Kathleen  K.  Wiegner 

i  WARM  FOR  A  WINTER  DAY  in  San 

ncisco,  and  in  offices  high  up  in 
Embarcadero  Center  overlooking 
rancisco  Bay,  Angus  A.  Mac- 
ion  and  Ross  }.  Turner  are  clearly 
)d  mood.  "People  say  you  can't  be 
)  places  at  once,"  says  Mac- 
on, laughing  as  he  talks  about 
:  and  Turner  share  the  CEO  spot 
>tar  Ltd.  "But  Ross  and  I  can.  Just 
ek  I  was  speaking  to  a  group  in 
)  at  the  very  same  time  Ross  was 
ing  a  group  in  Vancouver." 
vfaughton  could  well  be  talking 
Genstar  itself,  the  $983  million 
an  conglomerate.  For  while  Gen- 
orporate  offices  are  still  officially 
treal,  since  last  year  its  executive 
have  been  in  San  Francisco.  In 
MacNaughton,  48,  and  Turner, 
1  move  to  the  San  Francisco  of- 
;rmanently  to  watch  over  Gen- 
rowing  involvement  in  U.S.  build- 
terials  and  land  development, 
tar  has  been  on  the  leading  edge 
adian  money  pouring  across  the 
In  1978  alone  the  company  in- 
5236  million  in  the  U.S.  Last  year, 
Id  move,  MacNaughton  and  Tur- 
maneuvered  Louisiana-Pacific  to 
up  The  Flintkote  Co.,  a  $730  mil- 
les)  producer  of  building  materials 
>  gypsum  wallboard,  roofing  and 
:.  Through  the  Flintkote  acquisi- 
ienstar  will  become  a  $2  billion 
ly  this  year  and  a  major  factor  in 
g  materials  and  land  development 
unbelt  states,  particularly  in  Cali- 
Over  the  past  two  years  Mac- 
ion  and  Turner  have  sold  or  liqui- 
>100  million  in  assets  in  eastern 
i  to  concentrate  on  the  U.S.  In 
i,  Genstar  is  investing  only  in  the 
i  provinces,  where  it  makes  ce- 
ind  concrete,  develops  primarily 
tial  land  and  shopping  centers, 
fertilizer  and  chemicals  and  owns 
nd  barge  business.  It  particularly 
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likes  Alberta,  whose  capital  city,  Cal- 
gary, is  an  oil  boom  town. 

In  both  countries  its  most  important 
asset  is  its  50,000  acres  of  prime  develop- 
ment land.  Prior  to  Flintkote,  Genstar 
had  acquired  8,600  acres  in  San  Diego 
and  another  2,400  acres  in  Vancouver, 
Wash.,  where  it  plans  to  develop  a  resi 
dential  community  to  serve  the  growing 
high-technology  industry  moving  into 
the  Northwest.  In  addition  to  the  raw 


Genstar's  Turner  and  MacNaughton  (top) 
and  San  Francisco  bousing  project 
Where  the  action  is. 


land,  Genstar  also  owns  two  home-build- 
ing outfits,  a  thrift-and-loan  company 
and  a  mortgage  banking  company  in 
California.  In  total,  Genstar  has  about 
15,000  acres  of  land  in  the  U.S.,  mainly 
within  the  city  limits  of  half  a  dozen 
major  Sunbelt  cities.  Most  of  its  activi- 
ties relate  to  adding  value  to  raw  land.  Its 
construction  crews,  for  example,  build 
on  Genstar-owned  land,  often  using  Gen- 
star-produced  concrete  and  cement. 
Genstar  finance  companies  may  get  in- 
volved when  the  homes  are  sold.  But 
when  home-building  falls  off,  crews  and 
materials  can  be  turned  to  building  dams, 
bridges  and  roads.  While  Genstar  is  Can- 
ada's third-largest  cement  producer, 
housing  and  land  development  account- 
ed for  almost  50%  of  earnings  last  year. 

This  year,  with  the  revenues  from 
Flintkote,  about  60%  of  Genstar's  sales 
will  come  from  its  U.S.  operations,  and 
MacNaughton  believes  that  could  rise  to 
70%  to  80%  in  the  future.  "Canada  will 
continue  to  grow,"  says  Turner,  "but  the 
real  action  will  all  be  here  in  the  U.S." 

Genstar's  origins  go  back  to  the  early 
1950s,  when  Socie'te'  Ge'ne'rale  de  Bel- 
gique,  the  giant  Belgian  multinational 
holding  company,  went  into  Canada 
looking  for  minerals.  Genstar  was  its  ac- 
quisition arm  until  1965,  when  it  sepa- 
rated its  operations  from  Socie'te'  Gene- 
rale.  Ironically,  Genstar's  push  into  the 
U.S.  comes  hard  on  the  heels  of  an  equal- 
ly aggressive  drive  to  become  a  bona  fide 
Canadian  corporation.  Canada's  Foreign 
Investment  Review  Agency  only  accept- 
ed it  as  a  full-fledged  Canadian  company 
in  1977,  after  Genstar  reduced  Belgian 
representation  on  its  board  and  appoint- 
ed two  Canadians,  MacNaughton  and 
Turner,  to  the  CEO  spot.  Socie'te'  Gene- 
rale's  holdings  were  cut  to  about  15%, 
but  this  year  will  rise  again,  the  result  of 
the  Belgian  company's  acquiring  a  large 
block  of  stock  from  a  British  concern.  To 
counter  the  review  agency's  objections, 
Genstar  recently  announced  an  offering 
of  3  million  shares  of  preferred  stock. 
The  proceeds  could  pay  down  the  debt 
from  the  Flintkote  deal,  but  the  offering 
will  also  reduce  Socie'te'  Ge'ne'rale's  hold- 
ings to  a  more  seemly  percentage. 

Both  MacNaughton  and  Turner  insist 
that  Genstar  will  remain  a  Canadian  cor- 
poration. But  to  continue  growing  in  its 
primary  businesses,  MacNaughton  and 
Turner  insist  they  have  to  diversify  out 
of  Canada.  "The  businesses  we  like  to  be 
in  relate  to  population  growth,"  says 
Turner.  Adds  MacNaughton:  "With  $1 
billion  invested  in  the  prairie  states  of 
Canada,  we  have  a  big  share  of  that  mar- 
ket. We  needed  a  bigger  market,  and  the 
U.S.  Sunbelt  is  10  times  as  big  as  western 
Canada." 

But  why  the  Sunbelt?  "Calgary  and 
California  have  a  lot  in  common,"  says 
MacNaughton.  Says  Turner:  "Calgary 
even  has  a  skyline  like  San  Francisco."  ■ 

157 


Over  30  years  ago,  C.  E.  Shannon,  a  Bell  scientist,  formulated 
information  theory,  a  way  to  predict  how  much  information  can  be 
transmitted  in  electronic  communications.  It  was  a  landmark  in  the 
knowledge  business. 

Since  then,  Bell  scientists  have  led  the  way  in  electronic 


ommunications,  developing  new  information  management  systems,  new 
pplications  of  knowledge. 

Recently  sociologists  such  as  Daniel  Bell  began  discussing  the 
mergence  of  knowledge  workers  and  the  implications  of  the  knowledge 
)usiness  for  all  of  society.  It  is  only  now  that  the  business  applications  of 
^formation  management  utilizing  advanced  communications  are  being  fully 
salized,  increasing  efficiency,  lowering  costs,  improving  profits. 

Theoretical  knowledge,  codified  and  turned  to  practical  applications. 
Tiat's  our  business. 

The  time  is  right  for  corporations  to  discuss  with  the  Bell  System 
he  future  as  we  practice  it  now.  With  lasers,  satellite  communications, 
magnetic  bubble  memories,  fiber  optics,  microelectronics.  With  thousands  of 
xperienced  information  management  scientists,  engineers  and  marketing 
xperts,  backed  by  a  service  staff  that  is  superb. 

We  are  insight.  We  are  change.  We  are  the  future. 

And  we  can  put  it  to  work  for  your  business. 

The  knowledge  business 


Faces 

Behind  The  Figures 


Edited  by  Robert  J.  Flaherty 

You  win  some, 
you  lose  some 

Manic  bidding  and  counterbidding  last 
year  marked  International  Paper's  sale  of 
Houston-based  General  Crude  Oil  to  Mo- 
bil. No  sooner  had  IP  pocketed  the  pro- 
ceeds than  OPEC  began  shoving  up  the 
price  of  oil  again;  had  it  waited,  couldn't 
IP  have  been  millions  ahead? 

You  recall  the  sale.  On  Mar.  L,  1979,  IP 
announced  it  had  reached  an  agreement 
in  principle  to  sell  General  Crude,  with 
its  79  million  barrels  of  oil  and  353  bil- 
lion cubic  feet  of  gas  reserves,  to  Gulf  Oil 
for  over  $675  million.  Then  on  Mar.  13, 
IP  replaced  that  agreement  with  another 
to  sell  GCO  to  Tenneco  and  Southland 
Royalty  for  $745  million.  Two  weeks 
after  that,  on  Mar.  28,  IP  did  sell  GCO  for 
$802  million— to  Mobil. 

After  allowing  for  taxes,  IP  was  ahead 
by  about  $170  million — about  $3.50  per 
common  share — on  an  investment  it  had 
held  for  four  years.  Had  IP  waited,  oil 
experts  say,  it  could  have  done  at  least 
30%  better.  The  great  bulk  of  GCO's  oil 
and  gas  reserves  are  in  the  U.S.  and  Can- 
ada. With  access*  to  foreign  oil  reserves 
perilously  uncertain  and  domestic  dereg- 
ulation in  the  cards,  GCO's  real  values 
far  exceeded  its  reserve  numbers. 

Confronted  with  such  speculation,  Dr. 
Edwin  A.  Gee,  IP's  president,  just  smiles. 
He  points  out  that  at  the  time  IP  sold, 
few  people  expected  real  decontrol, 
OPEC's  moves  were  shrouded  in  mys- 
tery and  the  threat  of  a  confiscatory  ex- 
cess-profits tax  was  hanging  over  the  oil 
industry.  Says  the  former  Du  Pont  execu- 
tive whom  IP  Chairman  J.  Stanford 
Smith  brought  in  two  years  ago  as  his 
intended  successor:  "Where  in  hell 
would  we  have  been  if  the  government 
had  come  through  with  some  form  of 
total  ceiling  on  what  price  the  oil  compa- 
nies could  charge,  with  the  rest  going 
into  government  coffers?"  Besides,  Gee 
adds,  the  uncertainty  was  getting  to 
some  of  GCO's  best  people. 

Gee,  who  brought  with  him  to  IP  two 
degrees  in  physical  chemistry  and  a 
Ph.D.  in  chemical  engineering,  also 
points  to  other  good  reasons  for  not 
keeping  General  Crude.  With  drilling 
costs  skyrocketing  and  exploration  be- 
coming ever  more  expensive,  General 
Crude  had  become  a  cash  eater  rather 
than  a  cash  cow  for  IP.  "We  could  see  we 
needed  to  modernize  a  number  of  our 
older  paper  mills,  and  we're  trying  to  get 


President  Edwin  A  Gee  of  International  Paper 

Renewable  timber  for  exhaustible  oil — more  than  sheer  numbers  show. 


a  much  more  aggressive  program  in  lum- 
ber and  plywood  distribution  centers. 
That's  going  to  cost  us  $4  billion  in  the 
1979-83  period.  If  we  were  going  to  hold 
on  to  General  Crude,  we  had  to  invest  a 
lot  more  in  it  than  the  cash  flow  it  was 
generating.  Doing  all  three  just  looked 
like  a  plate  that  had  too  much  on  it." 

Gee  smiles  again.  IP  got  more  from  the 
deal  than  the  sheer  numbers  show.  IP 
retained  assets  that  were  $71  million  of 
the  original  price  and  are  now  worth  over 
$200  million.  Also,  Mobil  contracted  to 
do  650,000  feet  of  royalty  drilling  on  IP 
land  in  the  next  five  years — a  higher  rate, 
says  Gee,  than  IP  could  have  financed. 

"Do  you  know  what  we  did  with  the 
cash  we  got  from  the  sale?"  Gee  asks  the 
question  like  a  lawyer  about  to  clinch  his 
case.  IP  used  most  of  the  cash  to  pay 
$617  million  net  for  a  natural-resources 
company  that  will  still  be  producing  rev- 
enues long  after  General  Crude's  present 
reserves  are  exhausted — -Bodcaw  Co.  of 
Dallas,  with  its  416,000  acres  of  prime 
timber.  If  oil  has  appreciated  since  the 
General  Crude  sale,  so  has  timberland. 
You  should  take  that  into  account,  Gee 
says,  and  asks:  "Do  you  know  who  we 
were  bidding  against  for  Bodcaw?  Weyer- 
haeuser— and  Mobil."  Gee  positively  sa- 
vors that. — Subrata  Chakravarty 

"A  bit  flashy" 

The  gears  make  a  wrenching  screech  as 
the  canary-yellow  Aston  Martin  pulls  up 
beside  the  building.  Alan  Curtis,  52,  the 
smoothly  self-assured  cochairman  of 
British  luxury-carmaker  Aston  Martin 
Lagonda,  has  let  out  the  clutch  too  quick- 
ly. "I'm  really  not  the  least  bit  interested 
in  motorcars,"  he  explains  breezily. 


Curtis  may  not  like  to  drive  cars,  b 
he  clearly  likes  to  make  them.  Havii 
rescued  Aston  Martin  from  receiversh 
five  years  ago,  Curtis,  a  property  develo 
er  by  trade,  recently  offered  British  Le 
land  an  estimated  $65  million  for  tl 
MG  sports-car  business.  "MG  is  muc 
like  Aston  Martin,"  he  says.  "It  has 
reputation  and  an  excellent  work  forcl 
MG  is  the  only  BL  plant  never  to  hai 
had  a  strike.  There  is  no  reason  the  cor| 
pany  shouldn't  make  a  20%  return." 

Curtis  glosses  over  some  importa: 
differences.  Aston  Martin  produces  on 
320  cars  a  year,  priced  from  $65,000 
$110,000.  An  MGB  has  a  relatively  lol| 
income  price  tag — $8,500 — and  goven 
ment-owned  BL  is  dropping  the  MG 
because  it  says  it  loses  nearly  $2,000  c 


Curtis  of  Aston  Martin 

Not  "interested"  in  motorcars? 
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What's  a  Scott  &  Fetzer? 


□  A.  A  drink  that's  great  on  the  rocks.         □  B.  A  street  corner  in  Cleveland. 


□  C.  Authors  of  a  best-selling  diet  book. 


□  D.  None  of  the  above. 


iswer  A  is  incorrect  because 
verages  is  not  one  of  our  five 
siness  segments.  We  are  deeply 
mmitted,  however,  to  Cleaning 
stems;  Educational  and 
>usehold  Products;  Fluid 
ansmission  Products;  Power 
d  Controls  Systems;  and 
uipment  &  Accessories. 
Answer  B  is  incorrect  because 
eet  corners  do  not  rack  up 
:ord  earnings  year  after  year 
we  do. 

Answer  C  is  incorrect  because 
hough  we  publish  the  best 
ling  World  Book  encyclopedia, 


we  have  not  yet  written  a  diet 
book.  And  we  probably  won't 
because  there's  little  fat  on  our 
corporate  frame  or  among  our  18 
operating  units. 

Answer  D  is  correct. 

Nobody  has  all  the  answers 
to  the  question  of  what  makes 
companies  grow  and  prosper.  At 
Scott  &  Fetzer,  we  believe  credit 
for  our  success  can  be  given  in 
large  part  to  the  fine  reputations 
our  products  have  earned  over 
many  years.  Products  such  as 
World  Book  and  the  renowned 
Kirby  vacuum  cleaner,  Wayne 


water  systems,  Campbell-Hausfeld 
air  compressors,  and  many  more 
fine  products  for  home  and 
industry.  We've  been  innovators, 
and  leaders.  We've  not  shied 
from  taking  risks  and  we've  acted 
quickly  to  correct  mistakes. 

How  did  we  do  in  1979? 
See  answers  below. 


14600  Detroit  Avenue 
Lakewood,  Ohio  44107 


SOUTHERN  RAILWAY  CARRIES  THIS  MUC 


"Guess  how  far  a  truck 
could  carry  it." 

L.  Stanley  Crane,  Chairman,  Southern  Railway  System. 
Washington,  D.C.  20013 

The  railroad  is  the  most  efficient  user  of  fuel 
in  the  transportation  industry.  Bar  none. 

And  the  Southern  Railway  is  one  of  the 
most  efficient  railroads  in  the  country. 

For  instance,  on  the  Southern,  this  3,000-lb. 
load  of  coal  can  travel  149  miles  on  one 
gallon  of  fuel.  How  far  could  a  truck  carry  it 
on  the  same  amount  of  fuel?  Well,  the  rail- 
road is,  on  average,  four  times  more  fuel- 
efficient  than  trucks,  60  times  more  efficient 
than  planes,  and  even  more  efficient  than 
waterways.  So  it's  easy  to  see  that  trucks 
can't  carry  freight  anywhere  near  as  far  as 
railroads  can  per  gallon  of  fuel. 

What  does  this  mean  for  the  future? 
Well,  it  means  that  trucks  will  be  used  less 
and  less  for  long  hauls. 

More  and  more  products  will  ride  on  the 
Southern,  and  trucks  will  be  used  for  distribu- 
tion at  the  other  end  of  the  line.  Because,  in 
the  coming  years,  only  the  railroad  will  have 
the  energy-efficiency  for  long  hauls. 

We  have  the  energy  for  the  long  haul. 


THE  RAILWAY  SYSTEM  THAT  GIVES  AGKEEN  LIGHT  TO  INNOVATIONS 


AL 149  MILES  ON  A  GALLON  OF  FUEL. 
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Behind  The  Figures 


every  one  it  sells  to  the  U.S.,  whieh  ac- 
eounts  for  over  70%  of  the  market.  As 
for  the  labor  foree,  85%  of  the  MGB's 
parts  are  produced  at  other  BL  plants, 
which  are  continually  hamstrung  by 
what  the  British  politely  call  "industrial 
actions." 

Still,  credit  Curtis  and  his  partners 
(who  include  American  electronics  mag- 
nate Peter  Sprague);  they  know  how  to 
market  specialty  cars.  To  help  sell  Aston 
Martins  in  Japan  they  throw  in  a  tape 
cassette  of  the  musical  score  from  Gold- 
finger — just  to  make  sure  the  Japanese 
don't  overlook  the  James  Bond  image.  To 
potential  British  buyers  they  stress  that 
the  mark  is  over  60  years  old.  Americans 
are  encouraged  to  visit  the  plant  to  see 
their  actual  car  being  built.  Call  it  show 
biz.  Concedes  Curtis:  "The  British  find 
it  all  a  bit  flashy."— -Elizabeth  Bailey 


Capitalism  now 

If  Bill  Sirs,  general  secretary  of  the  U.K.'s 
biggest  (90,000  strong)  steel  union,  has 
his  way,  part  of  Britain's  ailing  steel  in- 
dustry could  soon  be  profitably  in  private 
hands.  What's  this?  A  British  union 
man?  Sirs  isn't  being  ideological — just 
practical.  "I'm  ■&  realist,"  he  says.  The 
Tory  government,  determined  to  cut  na- 
tionalized British  Steel's  huge  losses, 
plans  to  close  all  but  six  steel  complexes. 
This  involves  abandonment  of  2.5  mil- 
lion tons  of  capacity  and  the  loss  of  a 


third  of  the  industry's  152,000  jobs.  Sirs 
would  like  private  businessmen  to  buy 
some  of  the  soon-to-be-closed  plants. 

Sirs'  union,  however,  isn't  making  the 
proposition  very  attractive.  It  and  the  16 
other  steel  unions  are  on  strike,  demand- 
ing a  big  pay  raise  and  retraction  of  the 
job  cuts.  Yet  even  against  this  gloomy 
background,  there  is  no  shortage  of  inter- 
ested buyers.  Heading  the  line  is  Steven 
Gray,  former  co-owner  of  the  Shotton 
plant  in  North  Wales,  who  is  confident 
he  can  make  profits.  Gray  was  also  plant 
manager,  until  sacked  by  BSC  in  a  per- 
sonality clash.  He  plans  a  bid  once  finan- 
cial and  technical  surveys  are  complete. 

So  is  it  musical  chairs  with  steel  own- 
ership in  Britain  once  more?  Just  like  the 
last  30  years:  state  takeover,  sale  back  to 
the  private  sector,  renationalization  and 
now  private  ownership  again.  Says  union 
man  Sirs:  "If  private  enterprise  would 
provide  an  outlet,  I  would  be  in  favor  of 
selling."—  Rosemary  Bailey 


Catch-up  time 

On  roughly  similar  revenues,  in  the  $200 
million  range,  Cox  Broadcasting  usually 
netted  considerably  more  in  profits  than 
Westinghouse's  Group  W.  That  was  em- 
barrassing, but  only  moderately  embar- 
rassing for  Westinghouse  until  General 
Electric  came  along  and  bid  for  Cox  a  bit 
over  a  year  ago.  Was  GE  going  to  shade 
Westinghouse  in  one  of  the  few  areas 
where  the  smaller  company  still  had  an 
edge  over  its  ancient  rival?  Whether  by 
coincidence  or  not,  not  long  after  GE 
made  its  move,  Westinghouse  moved 
Group  W's  longtime  boss,  Donald  H. 
McGannon,  upstairs  and  gave  the  top 
operating  spot  at  Group  W  to  Daniel  L. 
Ritchie,  48.  Highly  respected  in  the  busi- 
ness, McGannon  was  notably  unaggres- 


Daniel  I.  Ritchie  of  Group  W 


The  pace  quickens. 

sive.  Not  so  Dan  Ritchie.  Since  talq 
over  last  April,  he  has  taken  a  numbe 
major  steps.  He  paid  $20  million  fa 
UHF  TV  station  in  Charlotte,  N.C.  i\ 
$13  million  for  a  pair  of  FM  radio  stati« 
in  Houston  and  Dallas — record  sums 
such  purchases.  He's  gone  into  a  sateL 
deal  with  Western  Union  and  is  knowi 
be  looking  around  for  cable  deals.  Hi 
getting  ready  to  produce  more  progra 
ming  as  well  as  movies  for  TV. 

Ritchie,  a  Harvard  Business  Sch) 
graduate,  knows  the  entertainment  bil 
ness  well.  He  was  a  young  star  at  MC 
where  he  became  an  executive  vice  pr« 
dent  and  director  at  37  but  left  afte 
clash  with  MCA  brass.  He  then  went  ii 
the  health-foods  business  but  broke 
with  his  partners.  The  acerbic  qualit 
that  cost  him  his  job  at  MCA  and  I 
stake  in  the  health-foods  company  n) 
be  precisely  what  got  him  his  pre* 
spot.  Don  McGannon  remembe: 
Ritchie  as  a  shrewd,  tough  bargaii 
when  he  represented  MCA  in  dealii 
with  Westinghouse  and  McGanr 
asked  him  if  he'd  like  to  join  the  co 
pany.  Ritchie  said  yes.  He  praises 
predecessor  as  a  "decent  man,"  lai 
Group  W's  excellent  record  for  pub 
service  and  hopes  to  maintain  it.  But.  I 
what?  "We  are  expecting  better  peri 
mance,"  he  says.  Trouble  is,  it's  late! 
the  game.  The  cable  field,  which  Group 
neglected,  is  already  getting  crowded,  £ 
station  prices  have  gone  sky-high.  Nev 
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Ritchie  says,  "Westinghouse  is 
3  turn  around  and  when  it  does, 
^house  Broadcasting  will  lead  the 
\  go-getter  who  jogs  and  eats 
oods,  Ritchie  has  his  work  cut  out 
—Jean  A  Briggs 

new  boss  at  Memorex 

C.  Wilson's  turnaround  of  Mem- 
>rp.  ranks  as  a  textbook  classic, 
as  been  clear  for  some  time  that 
was  not  the  man  to  run  the  corn- 
ice it  had  been  saved  and  that  he 
king  for  a  successor  (Forbes,  May 
>).  Last  month  he  found  his  man, 
e  W.  Spangle,  the  president  of 
/ell  Inc.'s  Information  Systems. 
;le,  54,  will  need  all  the  expertise 
;red  from  33  years  at  Honeywell 
le  takes  over  as  president  and 
:ecutive  at  Memorex  in  March. 
Vilson  brought  the  $633  million 
naker  of  computer  peripherals 
om  the  verge  of  bankruptcy 
,  Memorex  since  1978  has  been 
with  problems,  which  have  not 
l  worked  through.  Profits  in  the 
uarter  of  last  year  tumbled  to  less 
If  the  $7.1  million  the  company 
led  in  the  third  quarter,  and  for 
year  Memorex'  earnings  are  esti- 
o  be  off  at  least  25%  from  1978. 
ck,  which  sold  as  high  as  60  in 
of  1978,  now  sells  for  only  18. 
company's  problems  with  weak- 
consumer  products,  production, 
Dsts  and  IBM  price-cutting  will 
through  this  year, 
le's  experience  at  Honeywell  was 
ainframe  computers.  Memorex 
ided  them,  preferring  to  stay  out 
's  way  by  sticking  to  disk  storage 
,  communications  products  and 
sripheral  equipment.  Neverthe- 
angle  says  he  feels  comfortable 
emorex'  products.  "We  use  pe- 


B/isi:  of  the  Metropolitan  Opera 

After  three  seasons  in  the  black,  another  flood  of  red  ink? 


of  Memorex 

hand  at  battling  IBM. 


ripheral  equipment  in  our  own  prod- 
ucts," he  points  out,  "so  I  am  familiar 
with  Memorex'  products  and  its  busi- 
ness." Also,  Spangle  has  ten  years  of  in- 
ternational experience  (at  Honeywell's 
German  and  U.K.  operations).  That's  a 
plus  for  Memorex,  which  gets  49%  of  its 
revenues  from  overseas. 

A  Yale  University  graduate  in  engi- 
neering (class  of  1943)  with  a  law  degree 
from  George  Washington  University, 
Spangle  started  at  Honeywell  in  sales.  He 
was  chief  negotiator  for  Honeywell  in 
the  deal  that  brought  General  Electric's 
computer  operations  to  the  company  in 
1970.  It  was  this  business  that  became 
the  basis  for  the  subsidiary  which  Span- 
gle has  headed  since  then. 

Wilson  has  hoped  to  merge  Memorex 
with  computer  maker  Amdahl  Corp., 
thus  creating  a  company  more  able  to 
compete  with  IBM.  The  deal  fell  through 
last  fall,  reportedly  because  Fujitsu,  the 
Japanese  computer  maker,  which  owns 
28%  of  the  stock,  didn't  want  to  be  the 
smaller  partner  in  a  bigger  company. 
Spangle  denies  that  his  experience  with 
computers  means  that  Memorex  might 
try  to  revive  the  Amdahl  merger  but, 
he  adds  cautiously:  "One  can  never  be 
sure  what  conditions  will  prevail  in  this 
industry." — Kathleen  K  Wiegner 

Into  the  wolf's  mouth 

In  the  volatile  world  of  grand  opera — 
what  likelier  spot  for  a  prima  donna? — 
Anthony  A.  Bliss,  66,  is  something  of  an 
anomaly.  He  has  presided  over  the  for- 
tunes of  the  Metropolitan  Opera  in  New 
York  as  its  executive  director  since  1974, 
and  without  tantrums,  tears  or  other 
visible  display  has  kept  it  in  the  black  for 
three   straight  years.  Tall,  imperially 


slim,  a  former  trust  lawyer  and,  as  it 
were,  to  the  madhouse  born  (his  father 
had  been  president  of  the  Met's  board), 
Bliss  tactfully  installed  solid  manage- 
ment techniques  and  controls.  He  also 
deftly  put  the  squeeze  on  corporations 
and  foundations  to  make  good  on  the 
company's  operating  deficits  and  bank- 
roll new  productions. 

Despite  a  top  ticket  price  of  $55  per 
and  continuing  institutional  support, 
alas,  Bliss  reckons  the  string  of  years  in 
the  black  may  end  with  the  final  curtain 
of  the  1979-80  season  later  in  the  spring. 
"Last  season  we  just  squeaked  by,"  he 
says.  "This  year  we  may  not  make  it." 
The  chief  villains  are,  of  course,  inflation 
and  constantly  rising  salaries,  the  latter 
accounting  for  some  three-fourths  of  the 
Met's  annual  budget  of  $43  million.  Con- 
tracts with  both  the  musicians'  and 
stagehands'  unions  are  up  for  renewal 
this  summer.  He  fears  that  further  boosts 
in  ticket  prices  can  cause  serious  drops 
in  attendance.  Significant  revenues  from 
new  technologies,  like  video  discs  and 
cable  TV,  are  still  several  years  down  the 
road.  The  Met's  only  short-term  solu- 
tion, Bliss  says,  is  to  press  harder  for 
donations,  which  now  make  up  one- 
third  of  the  budget. 

Bliss  is  hoping  to  avoid  quick  fixes 
used  in  the  past — shortening  the  season, 
reducing  the  number  of  new  productions. 
But  with  the  Met's  centennial  season 
just  three  years  off,  and  with  a  new  pro- 
duction of  Wagner's  four-opera  Ring  cy- 
cle now  in  planning  for  1987,  cutting 
back  is  the  last  thing  on  Bliss'  mind.  One 
often  hears  the  phrase  In  bocca  al  lupo 
("Into  the  wolf's  mouth")  around  an  op- 
era house.  It  means  good  luck.  ///  bocca  al 
lupo,  Mr.  Bliss.— Stanley  Ginsberg 
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vast  and  valuable  source  of  information 
ibout  what's  happening  in  yourmarket. 


TIME's  Answer  Bank  is  the  largest  single 
ce  of  vital  marketing  information  in  the 
istry.  There's  nothing  else  like  it. 
The  80,000  reports  and  data  items  avail- 
;  from  the  Answer  Bank  can  help  you 
>rmine  who  buys  what  products,  how 
:h  money  they  have  to  spend,  and  in  what 
kets  and  neighborhoods  they  are  concen- 
»d.  And  a  lot  more. 

The  research  people  we  use  are  the  finest 
le  field.  The  samples  are  large.  The  ques- 
naires  draw  a  high  response.  We  also  rely 
other  hard  "real  world"  data,  such  as 
isus  and  Bureau  of  Labor  statistics.  In  fact, 
;ide  of  the  government  itself,  the  Answer 
k  is  the  largest  single  source  of  census- 
>d  data.  And  we  provide  in-depth  analysis 
indicated  research. 

The  information  covers  the  total  spectrum 
roduct  categories:  packaged  goods,  bever- 
5  and  liquor,  travel,  leisure  and  sporting 
ds,  appliances,  consumer  electronics, 
emotive,  corporate,  financial,  insurance, 

business  equipment. 

Answer  Bank  information  can  be  invalu- 
i  in  helping  you  fine-tune  sales  strategies 

marketing  plans,  improve  distribution  pat- 
is,  formulate  effective  media  schedules, 

chart  product  trends.  If  you  have  some 
nswered  questions  about  who  really  buys 
it  in  your  market,  check  the  Answer  Bank. 

As  a  small  example  of  the  kinds  of  data  we 
provide,  the  following  box  contains  a  list  of 


some  of  our  most  recent  reports.  If  any  are  of 
interest  to  you,  write  on  your  letterhead  to 
Seth  Bidwell,  Director  of  Marketing  Services, 
TIME,  Time/Life  Building,  Rockefeller  Center, 
New  York,  N.Y.  10020. 


Some  of  our  recent  reports. 


Corporate  Advertising/ 
Phase  II. 

An  expanded  study  of  corporate 
advertising  effectiveness  con- 
ducted by  Yankelovich,  Skelly  & 
White,  Inc. 

Business  Equipment 
Demand. 

Percentage  of  total  demand  by 
states  and  metro  markets. 

First  Buyers  of  Concord, 
Horizon,  Omni,  Fiat 
Brava,  and  Subaru. 

Series  of  new-car-buyer  studies 
for  selected  domestic  and  import 
models  examining  purchasing 
behavior,  attitudes,  and  media 
habits  of  recent  buyers. 

What  Really  Determines 
the  Choice  of  an  Airline. 

Factors  affecting  airline  selection. 

Americans  Abroad. 

Psychographic  analysis  of 
European  travelers. 

Determining  Areas  of 
Sales  Concentration. 

A  new  method  of  pinpointing 
high  sales  areas  for  cigarette, 
drug,  toiletry  and  grocery 
products. 


The  Quiet  Revolution. 

An  analysis  segmenting  the 
working-woman  market,  reveal- 
ing dramatic  differences 
between  groups  in  terms  of 
demographic  profiles  and  life- 
style patterns. 

35mm  SLR  Camera 
Study. 

Analyzes  35mm  ownership,  use, 
and  annual  photographic  equip- 
ment expenditures. 

Premium  Liquor  Brands 
Market  Study. 

An  analysis  of  the  past,  present, 
and  future  market  for  premium 
brands. 

All  About  Buyers  of  Audio 
Software  and  Essential 
Hardware. 

Examines  buying  patterns  of 
cassette  tapes— blank  and  pre- 
recorded—and records  among 
cassette  deck  and  turntable 
owners. 

U.S.  Government 
Consumer  Expenditure 
Survey. 

The  most  comprehensive  source 
of  information  on  family  income, 
expenditures,  and  changes  in 
assets  and  liabilities  available  in 
the  U.S. 


HE  ANSWER  BANK 

The  marketing  information  service  of  TIME 
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TIGER 
INTERNATIONAL 

has  acquired  through  merger 

HALL'S  MOTOR 
TRANSIT  COMPANY 


This  transaction  was  initiated  with  Hall's  by 


P.O.  Box  2904 

Palm  Beach,  FL  33480 


CANADIAN  MANOIR 
INDUSTRIES  LIMITED 


has  acquired 


HOLYOKE  WIRE  & 
CABLE  COMPANY 

a  Division  of  TRW,  Inc. 


This  transaction  was  initiated  by 


P.O.  Box  2904 

Palm  Beach,  FL  33480 
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Generational 
justice 


ICK  MARKET  IS  DEFYING  a  lot  of 

its.  It  has  been  going  up  in  spite 
:ning  inflationary  expectations, 
g  industrial  productivity,  a  scary 
ional  situation,  and  the  gyra- 
gold  and  silver.  You  can  make  a 
t  the  stock  market  is  ignoring 
mtly  unsettling  news  because  it 
er  days  ahead. 

one  reason:  Changes  in  the  pop- 
mix  in  the  U.S.  bode  well  for 
ig  productivity  during  the 
ind  improving  productivity 
means  lower  inflation.  Let's 
bis  bullish  case.  It  goes  like  this: 
e  crop  of  babies  began  to  be  born 
end  of  World  War  n.  This  didn't 
1  for  the  economy  in  the  1960s, 
es  of  the  1950s  were  still  attend- 
r  grades  in  school.  By  the  1970s 
Idren  were  college  age — and  still 
g  school.  In  the  affluent  society, 
e  required  to  work.  They  could 
family  contributions.  Between 
d  1970,  the  15-to-24-year  age 
se  by  12  million  persons.  That's 
m  additional  nonproductive  buy- 
;levision  sets,  hi-fi  equipment, 
:ns  of  other  popular  items.  They 
:  in  the  work  force.  Demand  was 
ceeded  supply — a  prime  cause  of 
.. 

:tivity  increased  at  an  average 
year  between  1948  and  1965. 
e  number  of  the  young  grew  in 
m  to  total  population,  and  pro- 
l  gains  slowed  to  1.6%  a  year 
1965  and  1973.  Since  1973 
ve  been  no  gains  in  output  effi- 
,ast  year  there  was  a  2%  decline, 
e  1980s  the  background  changes 
.  This  country's  population  is  go- 
>e  by  20  million.  The  number  of 
-year-olds  will  decline  by  7  mil- 
e  school  group.  The  whole  popu- 


lation will  get  older.  The  number  of  retir- 
ees will  expand  by  5  million.  In  total  you 
get  a  23  million-person  gain  among  those 
25  years  or  older,  less  the  five  million 
retirees,  producing  a  net  gain  of  18  mil- 
lion working-age  persons — a  17%  in- 
crease over  the  1980  figure. 

The  biggest  growth  is  going  to  be  in  the 
age  bracket  of  25  to  44 — the  most  eco- 
nomically productive  ages — where  the  to- 
tal numbers  will  grow  from  62  million  to 
nearly  78  million.  The  whole  population 
will  grow  only  9%  but  the  number  in  that 
most  economically  productive  segment 
will  grow  by  more  than  25% . 


There's  poetic  justice  in  all  this — a 
kind  of  social  symmetry.  When  they 
were  kids  and  teenagers  the  generation 
whereof  we  speak  lived  it  up — on  rock 
concerts,  backpacking  in  Europe,  record- 
buying  binges  and  on  the  most  expensive 
education  the  world  has  ever  known. 
Now,  these  indulged  kids  will  be  going  to 
work  and  helping  support  in  comfort  the 
parents  who  enabled  them  to  live  a  laid- 
back  youth.  If  this  works  out  the  way  it 
should,  the  declining  productivity  of 
recent  years  should  be  reversed.  When 
that  happens,  some  of  the  inflationary 
pressures  will  abate. 

In  this  issue's  cover  story,  Forbes  de- 
tails how  the  growing  size,  expectations 
and  political  clout  of  our  older  citizens 
are  going  to  lead  to  heavy  demands  upon 
our  economy.  So  they  will.  The  good 
news,  though,  is  that  there  will  be  far 
more  prospective  workers  of  the  most 
productive  age  bracket  to  support  their 
elders.  Demographic  trends  rarely  make 
news  but  this  one  could  well  make  eco- 
nomic history.  ■ 


Efficiency  boom? 


After  a  couple  of  decades  in  which  they  were  toilet  trained,  fed,  amused 
and  schooled,  the  little  Americans  hatched  in  the  sustained  baby  boom 
that  followed  World  War  II  are  turning  into  full-time  producers  as  well 
as  consumers.  Of  the  total  U.S.  population  of  243.5  million  expected  in 
1990,  some  77.7  million  will  be  in  the  25-to-44  age  group,  some  16 
million  more  than  in  1980.  Their  presence  in  the  work  force  is  a  major 
reason  U.S.  productivity  will  stop  falling  and  start  rising. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


Long-term  interest  rates  are  tempting.  My 
advice  to  investors:  Dont  touch  them. 

THE  PRICE  IS 
RIGHT— THE 
TIME  ISN'T 


By  Ben  Webennan 


Long-term  interest 
rates  are  temptingly 
high  these  days, 
what  with  30-year 
Treasury  bonds 
%  ffl  yielding  11.10%  and 
25-year  IBM  9%s 
selling  at  83  cents 
on  the  dollar  to  yield 
11.40%.  My  advice 
at  this  time,  howev- 
er, is:  Stay  away  from  them.  Worse 
may  be  yet  to  come  in  the  long-term 
bond  market. 

Right  now  we  are  seeing  a  return  of 
the  interest  curve  to  a  more  normal 
shape,  that  is,  long-term  bonds  are 
once  more  beginning  to  pay  the  same 
returns  as,  or  even  higher  returns 
than,  medium-term  bonds.  For  exam- 
ple, when  trading  opened  on  Jan.  3,  a 
fairly  typical  Treasury  30-year  issue 
yielded  10.15%  to  maturity,  while  a 
typical  10-year  note  yielded  a  higher 
10.45%  to  maturity.  But  since  then 
the  comparisons  have  been  reversed; 
by  the  end  of  January  the  intermedi- 
ate-term secunties  had  dropped  four 
points  and  the  30-year  bonds  had 
dropped  seven,  with  the  result  that 
the  long-term  bonds  now  yield  about 
the  same  as  the  intermediates.  Why? 
The  reason  is  simple:  The  market 
has  become  more  pessimistic  about 
the  chances  of  slowing  long-term  in- 
flation. The  need  for  a  military  build- 
up almost  guarantees  that  this  year's 
recession  will  be  too  mild  to  be  really 
anti-inflationary. 

My  point  is  that  nobody  can  safely 
predict  how  far  this  change  in  the 
yield  curve  will  go. 

Some  of  the  larger  investors,  with 
knowhow  about  use  of  the  financial 
instrument  futures  markets,  can  cov- 
er their  risk  in  long-term  bonds  by 
selling  short  a  matching  distant  deliv- 

Ben  Weberman  is  economics  editor  of  Forbes 


magazine. 


ery  contract.  As  interest  rates  rise  and 
the  security  price  drops,  the  price  of  1 
the  contract  declines,  too.  Thus,  the 
erosion  in  the  price  of  the  fixed-in- 
come security  is  paralleled  by  a  de- 
cline in  the  price  of  the  contract.  The 
investor  loses  on  the  actual  invest-  j 
ment  and  makes  it  up  on  the  short 
position  in  futures. 

In  theory,  the  strategy  is  fine.  Too 
often,  the  theory  doesn't  work  out 
when  prices  of  the  securities  and  the 
underlying  futures  contracts — used  as 
a  hedge — diverge.  Therefore,  I  don't 
recommend  buying,  say,  a  15-year 
Treasury  bond  yielding  11.10%  and 
simultaneously  selling  short  a  futures 
contract  to  deliver  $100,000  worth 
of  bonds  yielding  11.10%  (price  ad- 
justed to  take  financing  costs  into 
account).  You  can  pick  up  that  hedge 
for  a  S3, 000  initial  margin  require-  ' 
ment.  But  if  the  market  goes  against 
you  and  rates  start  to  decline  before 
you  cover  your  short  position  in  the 
futures  market,  the  price  of  the  con-  ( 
tract  will  go  up.  Additional  margin 
many  times  the  size  of  your  initial 
cash  outlay  could  be  required.  Fu-  I 
tures  are  still  for  the  big,  wealthy 
financial  institutions  and  for  the  su- 
perspeculators  who  work  on  the 
floors  of  the  exchanges,  not  for 
moms  and  pops. 

Big  investors  can  devise  other  pro-  | 
tection  for  themselves  in  the  long- 
term  bond  market,  too.  Protection 
that  simply  is  not  available  to  the 
smaller  investor.  Take  Stephen  Bar- 
tow, who  is  in  charge  of  fixed-in- 
come operations  for  Boston's  huge 
Fidelity  Group,  and  who  runs  the 
firm's  Corporate  Bond  Fund.  Antici- 
pating an  increase  in  the  British 
pound,  Bartow  came  up  with  a  strate- 
gy for  avoiding  the  U.S.  bond  market 
risk.  He  has  been  in  and  out  of  the 
U.K.  market.  U.K.  Treasury  bonds, 
for  example,  have  fallen  from  98  to 
90%  since  the  start  of  the  fund's 
fiscal  year.  But  the  pound  has  gained 
10%.  One  just  about  offsets  the  oth- 


er. The  bonds,  however,  have 
13'/4%  coupon,  so  the  interest  returl 
is  quite  attractive.  The  Corporac 
Bond  Fund  has  held  Bank  of  Americl 
sterling-denominated  certificates  c 
deposit  paying  13.81%  and  Morga. 
Guaranty  Trust  Co.  sterling  CDjj 
also  paying  the  same  rate. 

Bartow's  strategy  at  Fidelity 
based  on  the  assumption  that  U.S| 
long-term  interest  rates  will  peak  in 
to  12  months.  Until  then  it  is  necesl 
sary  to  struggle  along,  maximizin 
the  yield  on  current  holdings,  avoid 
ing  issues  that  will  fall  hard  whe:f 
rates  rise. 

Bartow  thinks  that  short-tern 
yields  will  follow  the  traditions 
course  and  start  to  decline  first.  Thi 
will  provide  a  lead  time  to  set  thlj 
portfolio  for  the  long  pull. 

One  method  of  minimizing  thj 
punishment  during  the  interim  peri 
od  is  to  buy  floating  rate  noteil 
These  are  debt  securities — "float 
ers" — whose  interest  rate  is  readiusl| 
ed  every  six  months  to  conform  to 
six-month  Treasury  bill  return.  Bajj 
tow's  Oct.  31  portfolio  included  S 
million  of  Beneficial  Corp.  floatei| 
pegged  to  a  coupon  of  1 1  Yi  %  untjf 
Feb.  1  and  $5  million  of  Chase  Marl 
hattan  Corp.  floaters,  with  a  10J/4^| 
coupon  to  May  1. 

Investments  in  natural  gas  utilitiel 
and  producers  comprise  10%  of  Bai 
tow's  portfolio.  Because  of  the  empha 
sis  on  energy,  these  securities  main 
tain  a  more  stable  market  value  thaij 
most  issues. 

The  combination  of  foreign  issues] 
floating  rate  issues,  short-term  instru| 
ments  and  high-yielding  Ginme  Mai 
and  Fannie  Mae  pass-through  securi 
ties  is  helping  achieve  solid  results 
Some  new  purchases  of  corporat 
bonds  carrying  returns  in  the  12%i| 
plus  range  are  also  helping. 

True,  the  Corporate  Bond  Fund  del 
clined  11%  in  value  per  share  sina 
the  start  of  the  fiscal  year.  But  thi 
compares  with  a  23%  fall  in  the  SaloJ 
mon  Brothers  high-grade  bond  index. 

What  is  Bartow's  advice  for  th< 
smaller  investor?  Put  your  money  ii 
a  money  market  fund  until  the  tun 
comes.  If  you  hold  one  of  the  fund 
that  is  part  of  the  Fidelity  stable 
you  can  swing  out  of  the  mone] 
market  fund  into  a  long-term  funi 
without  charge  when  the  time  I 
right.  His  message  is  not  falling  oi 
deaf  ears.  The  Fidelity  money  man 
ket  funds  have  over  $3  billion  il 
assets,  fs.  the  S90  million  assets  ii 
the  bond  fund.  ■ 
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A  NEW  NAME  FOR 
A  25-YEAR-OLD 


The  Coastal  Corporation 


We've  been  a  leader  in  the  independent  seg- 
ment of  the  energy  industry  for  some  time. 
You've  known  us  before  as  Coastal  States 
Gas  Corporation.  We  recently  changed  our  name  to 
The  Coastal  Corporation  but  we're  still  the  same  ac- 
tive independent  energy  supply  company  with 
worldwide  operations.  Our  activities  include: 

■  Refining,  marketing  and  transportation  of  oil  and 
its  products; 

■  Natural  gas  transmission  systems; 

■  Exploration  and  development  of  oil,  gas  and 
uranium  properties; 

■  Coal  mining  and  production  of  agricultural 
chemicals. 

Coastal  is  listed  on  the  NYSE.  Our  ticker  symbol  is  CGR 

For  more  information  about  us,  please  contact 
Corporate  Communications. 


The  Coastal  Corporation 

1980- Our  25th  Year 
Coastal  Tower    Nine  Greenway  Plaza    Houston,  Texas  77046 


Stock  ( Comment 


MONKY&  I N  V  EvSTM  KNTS 


It's  a  sad  commentary  on  the  times  that 
defense  stocks  share  the  market  spotlight 
with  mining  and  energy -related  issues. 

$  1=  V800 

OUNCE  OF  GOLD 


By  Heinz  H.  Biel 


Okay,  by  the  time 
you  read  this,  the 
equation  may  read 
'/6oo  or  Vsso  or  supply 
your  own  number. 
The  point,  however, 
is  the  same. 

This  equation,  re- 
flecting recent  mar- 
ket quotations, 
makes  no  economic  j 
sense.  I  certainly  cannot  be  accused  of 
ever  having  minimized  the  threat  of 
worsening  inflation,  but  it  has  now 
become  nonsensical  to  relate  the  val- 
ue of  the  dollar  to  the  volatile  price  of 
gold  or  to  that  of  other  precious  met- 
als, which  are  just  being  carried  along. 
It  should  suffice  to  point  to  the  re- 
markable steadiness  of  the  dollar  vis- 
a-vis the  German  mark,  the  Swiss 
franc  and  other  major  currencies.  In- 
flation is  bad,  but  the  dollar  is  not 
falling  apart. 

If  gold  was  propelled  to  recent  highs 
by  a  desperate  striving  for  physical 
safety  of  capital  rather  than  as  a  hedge 
against  inflation,  as  had  been  the  rea- 
son heretofore,  the  reaction  of  inves- 
tors was  based  on  the  wrong  premise. 
For  a  while  Wall  Street  had  an  Alice  in 
Wonderland  scenario  with  natural  re- 
sources stocks  becoming  the  latest 
fad.  The  economics  of  copper,  for  in- 
stance, are  totally  unrelated  to  gold 
and  silver.  To  be  sure,  copper-mining 
companies  will  benefit  from  the  high 
price  of  precious  metals,  which  are 
recovered  more  or  less  as  by-products, 
but  whether  the  price  of  copper 
should  go  up  so  much  in  face  of  the 
apparent  slowdown  of  the  economies 
of  the  Free  World  is  questionable.  I'd 
take  partial  profit  in  the  coppers. 

Another  group  that  seems  to  have 
been  infected  by  gold  fever,  and  by  the 
desire  to  move  into  "tangible"  assets, 

Heinz  II  Biel  is  a  vice  president  of  the  i\YSE 
firm  ofjanney  Montgomery  Scott 


is  the  forest-products  industry,  even 
though  it  is  almost  as  cyclical  as  cop- 
per mining.  However,  I  do  like  the 
inflation  hedge  characteristics  of  the 
forest,  that  unique  self-perpetuating 
natural  resource.  I  favor  Weyerhaeuser 
(36)  and,  for  the  more  aggressive  in- 
vestor, Louisiana  Pacific  (26). 

It  is  a  sad  commentary  on  the  times 
that  defense  stocks  have  come  to 
share  the  market  spotlight  along  with 
mining  stocks  and  energy-related  is- 
sues. I  had  been  recommending — for 
the  wrong  reason,  it  now  appears — 
such  stocks  as  Boeing  and  Raytheon, 
which  can't  help  being  "beneficia- 
ries" of  what  seems  to  be  an  inevita- 
ble armament  boom.  Teledyne,  with 
its  27%  interest  in  Litton,  also  falls 
into  that  category. 

While  most  stock  averages,  with 
the  notable  exception  of  the  DJI,  have 
climbed  to  their  best  levels  in  years 
(some  even  to  record  highs),  a  number 
of  very  good  stocks  are  scraping  bot- 
tom. Reasons  vary  and  may  not  al- 
ways be  valid.  Sears  and  Penney,  for 
instance,  are  companies  with  prob- 
lems. They  have  been  bludgeoned  to 
their  lowest  prices  since  the  early  Six- 
ties. This  doesn't  make  these  stocks 
more  attractive  to  investors  who 
would  rather  see  higher  prices  than 
higher  yields,  but  the  downside  risk  in 
these  two  retail  giants  has  become 
very  slight. 

It  is  also  not  surprising  to  see  Ford 
selling  near  its  1974  low,  yielding 
12%.  A  $1  billion  loss  on  domestic 
operations  is  a  bit  upsetting,  to  put  it 
mildly,  but  management  is  not  flinch- 
ing: Last  month  it  declared  the  regular 
quarterly  dividend  of  $1.  By  1981  Ford 
should  be  back  on  the  track. 

The  cut  in  grain  sales  to  the  Soviets 
had  a  depressing  effect  on  the  price  of 
Deere  &  Co.  (36),  the  major  maker  of 
farm  implements.  Even  the  glowing 
cover  story  on  this  company  in  the 
Jan.  21  issue  of  Forbes  did  not  help 
much.  Deere,  and  all  other  companies 
whose  business  is  worldwide,  would 


of  course  be  crucially  affected  by  a 
major  military  conflagration.  But  in 
that  horrible  event,  does  anything 
really  matter?  I  wouldn't  mind  at  al] 
owning  Deere. 

Revlon  (41),  acknowledged  to  be 
among  the  best-managed  companies 
in  the  country,  also  has  been  found  on 
the  list  of  new  lows  lately.  There  is 
little  cyclically  in  Revlon's  businessi 
Unless  we  should  sink  into  a  deer] 
depression,  I'd  expect  nothing  worse 
than  a  temporary  slowdown  in  its 
earnings  growth.  Now  selling  at  barely 
9  times  last  year's  net  of  about  $4.60 . 
share,  and  at  only  about  8  times  nexl 
year's  projected  profits,  Revlon 
strikes  me  as  an  attractively  priced) 
high-quality  investment. 

Equally  puzzling  is  the  comparative 
weakness  of  Philip  Morris  (32),  one  o| 
the  most  dynamic  companies  in  the 
generally  rather  unexciting  consumei 
goods  field.  What  this  company  has 
done  with  Marlboro  cigarettes  and 
Miller  beer  is  legendary.  Seven-Up,  acj 
quired  only  in  1978,  may  be  next  irj 
the  ascent  to  leaders  p.  Of  course] 
you  can  get  much  higher  zields  and  fai 
lower  P/Es  on  American  Brands  and  Rf 
Reynolds  Industries,  two  very  fine 
stocks  also,  but  if  it  is  action  you 
want,  few  companies  can  match  thd 
record  and,  I  believe,  the  prospects  oj 
Philip  Morris.  Over  the  past  decadfl 
the  stock  proved  to  be  a  superior  infla- 
tion hedge. 

I  first  mentioned  Crown  Cork  &  Seal 
(27)  in  this  column  as  long  ago  as 
1962,  only  about  five  years  after  Johrj 
F.  Connelly  took  over  the  manage- 
ment of  the  then-smallish  maker  oi 
cans,  bottle  caps  and  the  like.  To  say 
that  his  policies  have  been  consistent 
would  be  an  understatement:  Sales 
and  per-share  profits  have  increased 
year  after  year  for  more  than  two  de- 
cades. True,  no  cash  dividends  have; 
been  paid  nor  are  likely  to  be  paid,  but 
this  enabled  the  company  to  finance 
its  enormous  growth  entirely  out  oi 
retained  earnings.  Debt  is  minimal, 
and  stock  capitalization  has  been  held 
down  over  the  years.  Costs  and  ex- 
penses are  under  firm  control,  and  the 
company's  profit  margin  and  return 
on  equity  should  be  the  envy  of  its 
larger  competitors. 

In  the  past  decade  CCK's  per-share 
equity  has  just  about  quadrupled, 
while  earnings  have  done  equally  well. 
With  a  record  like  that,  who  wants 
dividends?  In  spite  of  it  all,  the  stock 
has  declined  from  a  1979  high  of  35  td 
a  recent  low  of  26,  where  the  earnings, 
multiple  is  a  modest  5.8.  ■ 
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Keene's  1979. 

Put  the  numbers  together 
and  they  spell  momentum. 


(Earnings persfwre 


'77  '7&  '79 

Srfet  income  (milfwns) 


Dividends 


2S0 


'77  Y8  '79 

Safes  (miifwns) 


1979  was  another  record  year  for 
Keene.  Our  $3.52  EPS  was  over  33% 
higher  than  the  '78  record.  To  look  back, 
we've  had  a  28%  five-year  compounded 
growth  rate  in  EPS.  lb  look  forward,  we 
have  the  highest  order  backlog  in  our  his- 
tory to  help  us  continue  our  growth.  It's 
1 5%  over  last  year's. 

Other  vital  statistics  make  equally 
pleasant  reading.  Sales  were  up  to 
$202.3  million,  a  hefty  23%  increase  over 
'78.  Net  income  climbed  from  $8.7  mil- 
lion in  '78  to  $  1 0.8  in  '79,  a  24%  increase. 


And  stockholders  saw  their  dividend  pay- 
ments increase  25%  to  50<t  a  share. 

Write  and  ask  us  for  more  facts  on  how 
our  specialization  in  Bearings,  Lighting, 
Laminates  and  Filtration  is  helping  us 
grow  so  rapidly.  We'll  make  sure  you  re- 
ceive the  1979  Annual  Report. 


KEENE 

CORPORATION 
200  Park  Avenue,  New  York.  N.Y  10017 


Financial  Strategy 


"Spot  crude  oil  delivery  programs"  offer  a 
new  wrinkle  to  the  connoisseur  of  cons. 

"I'LL  PUT 
YOU  IN  THE 
OIL  BUSINESS" 


By  John  Train 

The  telephone 

1l  rang  one  afternoon 

'  Fjk  in   Henry  Walser's 

..Ay  drugstore    in  Con- 

r^tQm  necticut  as  he  and 

*w  rn  s   assist;ant  were 

-  T  Im  taking  inventory. 

>)^jjP^k  "Walser's,"  Henry 

m'Wr  ^1  I  gentlemanly  voice 
with  a  New  England  accent.  "This  is 
Mike  K'ffries,  of  National  Petroleum 
Exchange  in  Boston.  Please  call  me 
Mike.  The  bank  mentioned  you  as 
someone  we  ought  to  contact  about  a 
special  plan  we've  worked  out  for  cli- 
ents in  your  position." 

"The  bank?"  asked  Henry  Walser. 
"Who  in  the  bank?" 

"Not  the  president,  one  of  tbe  vice 
presidents.  It's  right  here.  I'll  have  it 
in  a  minute.  Anyway,  we're  in  the  oil 
business.  We  represent  a  triple-A  in- 
ternational company  that  acts  for 
large  investors — you  know,  the  big 
boys,  Houston,  Wall  Street — when 
they  want  to  buy  oil  as  an  investment. 
Oil's  been  going  through  the  roof,  you 
know.  Some  of  those  cats  have  been 
making  millions,  Henry.  You've  been 
reading  about  what's  been  happening 
to  the  price  of  oil?" 

"Yeah.  Oh,  sure,"  said  Henry 
Walser. 

"Do  you  think  it'll  go  on?"  asked 
Mike  Jeffries.  "Do  you  think  the 
Arabs  will  go  on  trying  to  get  top 
dollar,  Henry?" 

"I  guess  so,  Mike." 

"You  bet  they  will.  Been  snowing 
down  there,  hasn't  it?  You're  not  go- 
ing to  turn  your  heat  off  are  you,  Hen- 
ry? Anyway,  to  broaden  our  client  list 
we've  decided  to  take  on  a  few  smaller 


John  Traiii  is  president  of  Train,  Smith,  Invest- 
ment Counsel.  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


accounts  that  have  come  specially 
recommended.  So  these  smaller  ac- 
counts can  get  the  same  kind  of  ser- 
vice that  our  larger  accounts  do  be- 
cause we're  already  all  set  up.  Right, 
Henry?" 
"Sure." 

"And  of  course,  a  small  account  be- 
comes a  big  account  if  things  work 
out.  Right?" 

"Right." 

"Now,  the  big  boys  often  lay  out  a 
million  dollars  and  ask  us  to  buy  a 
whole  tanker  load  of  oil  for  them 
when  we  think  it's  going  to  go  up.  But 
for  you,  Henry,  to  get  started,  we'd 
suggest  a  program  of  maybe  a  thou- 
sand barrels.  The  beauty  of  it  is,  you 
don't  need  to  pay  now.  You  can  con- 
trol a  thousand  barrels  of  heating  oil — 
that's  the  same  oil  you've  got  in  your 
furnace — for  just  $7,500.  Then  if  the 
price  goes  up  just  1  cent  you've  made 
almost  $500!  And  if  it  goes  up  7Vz 
cents  you've  doubled  your  money. 
How  does  that  sound?" 

"Great,  if  you  can  do  it." 

"Well,  now  Henry,  suppose  I  told 
you  that  one  of  our  big  customers — 
he's  close  to  the  Rockefellers — had 
just  given  us  an  order  for  $8  million, 
but  that  before  we  start,  we'd  reserve 
a  thousand  barrels  for  you  for  just 
$7,500.  Your  lot  might  just  get  pushed 
up  a  little  bit  by  that  big  order,  don't 
you  think?" 

"It  sure  might." 

"Now  I'm  not  guaranteeing  any- 
thing, Henry.  We  can't  do  that.  But  I 
can  certainly  say  the  odds  are  with 
you.  In  fact,  it's  pretty  close  to  a  sure 
thing  that  you'll  double  or  triple  your 
money.  And  that's  why  the  bank 
thought  you  might  be  interested.  How 
does  it  sound,  Henry?  Does  it  sound 
interesting?  If  I  could  prove  everything 
I've  said,  would  that  be  interesting?" 

"Well,  it  might.  Yes,  it  might." 

"Great!  Now,  I'm  going  to  reserve  a 
thousand  barrels  for  you  at  today's 
price  while  you  get  your  check  ready. 
We'll  start  executing  that  big  order  I 


mentioned — that's  confidential  be 
tween  us,  Henry — and  maybe  you'll 
see  it  double  or  triple  a  lot  faster  than 
you  think!  How  does  that  sound,  Hem 
ry?  Of  course,  you  can  get  out  anjj 
time  you  want." 

"OK,  that  sounds  pretty  good) 
Mike." 

Alas,  if  oil  does  go  up  and  Mr 
Walser  decides  to  sell,  "Mike"  will) 
probably  be  very  hard  to  find.  Most  oil 
the  groups  pushing  the  oil  scam  arel 
the  usual  fly-by-night  boiler  roorrl 
hustlers  we've  seen  in  diamondsl 
commodity  options  and  silver  bullion  I 
Very  often  their  official  addresses  are[ 
just  mail  drops.  When  they've  collect- 
ed their  check,  as  far  as  they're  coni 
cerned,  that's  the  end  of  the  matter 
It's  heads  I  win,  tails  you  lose. 

The  "spot  crude  oil  delivery  proi 
gram"  offers  a  new  wrinkle  to  the 
connoisseur  of  cons:  a  franchise  set" 
up.  American  go-get-it-tiveness  at  its 
finest!  Many  of  the  several  dozen  out-i 
fits  offering  these  contracts  use  thd 
same  brochure,  each  with  its  parties 
lar  corporate  symbol  rubber-stamped 
on  the  cover.  The  brochure  ostensibly 
emanates  from  Commercial  Petrolera 
International  S.A.,  Panama,  described 
as  a  petroleum  brokerage  company) 
that  "has  made  available  contracts  foil 
specific  amounts  of  crude  oil"  to! 
whichever  boiler  room  sends  you  the] 
pamphlet.  According  to  Steve  Silbert1 
of  Transcontinental  Oil  Corp.  in  At- 
lanta, Ga.,  which  uses  CPI  brochures,, 
"They  (CPI)  have  a  D&B  rating  of  a|! 
net  worth  of  $15  million  and  they're) 
one  of  the  biggest  oil  brokerage 
houses  in  the  southern  hemisphere." 
In  reality,  Dun  &  Bradstreet  does  not! 
give  an  opinion  on  the  net  worth  ofl 
this  bearer-share  company,-  and,  in- 
deed, Panama  has  not  yet  slid  down  toi 
the  southern  hemisphere. 

Many  of  these  men  receive  thein 
training  from  what  the  New  York! 
State  Attorney  General  calls  a  "do-it- 
yourself  fraud  kit"  available  to  themi 
from  Bartex  Petroleum  Corp.  of  New 
York,  run  by  one  John  Vinci.  The  kit 
contains  promotional  literature,  risk- 
disclosure  statements,  purchase  or- 
ders and  confirmation  forms.  For 
sales  trainees  there  is  a  "complete 
training  manual,"  which  leads  off 
with  stern  warnings  against  both 
"dishonest  activities"  and  "inade- 
quate production."  Then  come  the 
lessons  and  the  scripts.  "How  are  you 
today  first  name?"  (ad  lib— sports, 
weather,  business— get  acquainted  for 
no  more  than  a  minute):"  or  "Are  you 
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re  of  what's  happening  to  the  price  of 
shut  up  and  listen)?"  If  the  mark 
ws  interest  in  the  giant  profits 
jested  by  the  caller  (". . .  can 
i  you  a  return  of  between  $20,000 

$30,000  on  an  initial  $   in- 

nent")  he  receives  literature  in 
mail  and  a  follow-up  call. 
With  the  great  opportunity  our  invest- 
't  program  offers  you  can  expect  a 
rn  of 50-200  percent  on  your  invest- 
<t  dollar  within  six  months.  To  show 
how  it  works,  every  time  oil  moves 
»(9,  you  make  a  minimum  of  $1,000; 
expect  oil  to  reach  50-60  dollars  a 
el  early  next  year.  That  means  that 
an  investment  of  $6,600,  you  can 
ct  a  return  of  $13, 400- '$2 '3, 400. 
'  that's  the  kind  of  money  you  want 
ake.  Right/  (Wait  for  an  answer. ) 
Vhy  not  transfer  from  your  account 
s  paying  you  7-12% per  year,  to  our 
mnt  that's  paying  approximately 
300%  within  six  months. " 

i  papers  recently  filed  by  the  At- 
sey  General,  some  familiar  figures 
>ped  up.  Among  the  crude  oil  pur- 
jrs,  Commercial  Petrolera's  New 
i  office — International  Petroleum 
iiange — is  run  by  Edwin  Beder- 
who  was  permanently  barred 
i  the  securities  and  commodities 
ness  in  New  York  12  years  ago. 
old  Greene  of  Pan  Eastern  Petro- 
n  Exchange  used  to  be  with  Inter- 
onal  Metals  Exchange,  now  de- 
:t,  which  dealt  in  deferred  deliv- 

contracts  for  precious  metals. 
I  Carmen,  Greene's  office  man- 
,  once  worked  for  the  late  Mar- 
e,  Templeton  &  Jones,  purveyors 
ammodity  options.  As  an  investi- 
ir  testified:  "It  would  appear  that 
n  the  "authorities  were  able  to 
'  International  Metals  Exchange 
l  selling  what  in  effect  was  illegal 
imodity  options,  the  same  crew 
ely  resurfaced  with  another  name 

new  product." 

ompanies  pushing  heating  oil  in- 
le  Richard  Sanders'  Global  Oil 
p.,  AKA  U.S.  Petroleum  Corp.,  of 
:on,  whose  foe  Perkins  used  to 
)rate  First  Commodities  Corp., 
of  Boston.  First  Commodities 
charged  with  fraudulent  sale  of 
;al  commodities  by  the  CFTC. 
bal  offers  you  a  chance  to  pay 
it  $7,500  in  fees  for  control  of 
10  barrels  of  heating  oil.  What  Glo- 
doesn't  bother  to  mention  is  that 
ires  in  this  commodity  are  traded 
the  New  York  Mercantile  Ex- 
ige  for  a  maximum  $100  commis- 
i  per  contract  of  1,000  barrels.  ■ 


The  Action  Line 
For  Active  Traders 

The  SELECT  100 

Put  time  on  your  side  —  our  amazing  selective  ticker  gives  you  last-sale 
information  the  instant  it's  displayed  at  the  exchange. 
The  Trans-Lux  Select  1 00  is  more  than  a  direct  line  from  the  floor;  if  s 
an  action  line  —  an  instant  alert  to  profitable  trading  opportunities. 
The  Select  100  keeps  pace  with  your  needs  as  it  keeps  pace  with 
the  market.  Get  a  hard-copy  printout  from 
one  exchange  or  two.  You  watch 
full-market  activity,  or  monitor  one 
to  100  stocks,  blocks  or  commod- 
ities. You  can  change,  add  or 
delete  selections  instantly,  with 
easy  keyboard  programming 


\ 
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Now  is  the  time  to  improve  your 

timing  and  your  profits. 

Mail  the  coupon  for  details  today. 


110  Richards  Ave. 
Norwalk,  CT  06854 
Tel:  (203)853-4321 


CORPORATION 

I  want  to  know  more  about  the  SELECT  100. 

□  Securities  □  Commodities 

I  trade  on  the  □  NYSE  □  ASE  □  TSE  □  CBT  □  CME  □  CEC  □  Options 
Name 

Company 

Address 


City 


State 


Zip 


Telephone 
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RJReynolds  Industries,  inc. 
Common  Stock  Dividend 

A  quarterly  dividend  of  52V2  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  March  5, 1 980  to  stockholders  of  record 
at  the  close  of  business  February  8, 1 980. 

H.  C.  ROEMER 

Senior  Vice  President. 
Secretary  and  General  Counsel 
Winston-Salem.  N  C  .  January  17.  1980 

Eighty  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Del  Monte  Foods 
Fresh  Fruit 

Convenience  Foods  and  Beverages 


Containerized  Shipping 
Energy 

Packaging  Products 
Specialty  Aluminum  Products 


Stock  Irends 


IS  YOUR  HOME 
PROTECTED 

FROM 
THE  ENERGY 
ROBBER? 


ENERGY  CONSERVATION  - 
IT'S  YOUR  CHANCE  TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C 


GOLD  YIELDS 
TO  22% 

—  Is  there  a  catch? 

Many  gold-mining  stocks  are  offering  investors 
some  astounding  dividend  "yields  these  days — 
PLUSthe  prospect  of  potentially  sharp  capital  gains. 

An  exclusive  Special  Report  by  The  Powell 
Monetary  Analyst  covering  the  37  leading  South 
African  gold  stocks  estimates  that  fully  HALF  are 
expected  to  give  investors  minimum  yields  of  at 
least  14%  this  year  .  .  .  with  payouts  in  some 
cases  running  as  high  as  22% — and  even  more! 

Is  there  a  catch  to  the  astonishingly  high  gold- 
stock  yields?  Or  is  this  an  area  you  should  look  into? 

We'll  rush  you  Powell's  revealing  Special  Report 
as  a  BONUS  with  a  NO-RISK  six-week  (three-issue) 
trial  for  just  $15. 

Better  yet.  subscribe  for  three  full  months  for 
just  $29  (regularly  $45)  and  we'll  rush  to  you  as 
an  EXTRA  BONUS  Powell's  $25  Gold  Guide,  a 
massive  154-page  volume  with  full  write-ups  and 
buy/sell  advice  on  ALL  leading  gold,  silver,  plati- 
num and  other  mining  stocks — including  the  South 
African  golds. 

You  may  cancel  within  30  days  for  a  full  re- 
fund— you  keep  all  bonuses.  Act  now! 

iThe  Powell  Monetary  Analyst  I 

1  63  WALL  STREET,  NEW  YORK,  N.Y.  10005 

I ENCLOSE  CHECK — 30-DAY  REFUND  GUARANTEE  | 

Q  Enter  my  NO-RISK  subscription  for  three  months  I 
at  $29  (reg.  $45)  and  rush  BONUS  report  on  gold 

stocks  PLUS  $25  Bold  Guide  as  EXTRA  BONUS.  I 

I    □  Send  six-week  (three-issue)  subscription  at  $15.  I 

■        Rush  BONUS  report.  ■ 

I  Name   I 

I  Address   I 

City/State 


Whoever  said  that  the  stock  market  doesn't 
like  uncertainty  surely  must  have  been 
smoking  something  funny. 

100-MILLION- 
SHARE  DAYS 


By  Ann  C.  Brown 


January  1980  has  a 
good  chance  of  go- 
ing down  in  history 
as  the  weirdest 
stock  market 
month  ever.  Gold 
doubles  and  the 
Dow  Jones  soars. 
The  Russians  crush 
Afghanistan,  and 
the  new-high  list 
lengthens.  Iran  refuses  to  release  the 
hostages,  and  the  tape  runs  20  min- 
utes late  due  to  upside  buying  pres- 
sure. Our  alleged  allies  refuse  to  join 
us  in  sanctions  against  the  bad  guys, 
and  brokerage  house  back  offices  put 
in  overtime  to  catch  up  with  the  pa- 
perwork. Whoever  said  that  the  stock 
market  doesn't  like  uncertainty  must 
have  been  smoking  something  funny. 
The  recent  market  seems  to  thrive  on 
uncertainty  and  appears  as  impervi- 
ous to  domestic  vagaries,  such  as  po- 
litical campaigns,  recession  possibili- 
ties and  inflation  probabilities,  as  it  is 
to  unknowns  abroad. 

At  times  like  this,  it  helps  to  have 
been  blessed  with  a  logically  illogical 
mind  and  modestly  I  admit  mine  is 
one  of  the  best  in  the  business.  Gold  is 
up  because  it's  a  good  way  for  jittery 
foreigners  to  get  out  of  their  own  pa- 
per currencies  (as  well  as  ours)  in  the 
event  they  have  to  fold  their  tents  in  a 
hurry  and  move  to  the  Alps.  Gold  in 
America  is  up  because  people  read  and 
hear  it  is  going  up  and  they  think 
somebody  knows  something  they 
don't — and  is  making  a  potful  of  mon- 
ey in  the  process.  I  have  yet  to  hear  of 
any  of  my  fellow  countrymen  buying 
gold  to  flee  to  Brazil  or  Bora  Bora.  The 
farthest  they've  gone  so  far  is  to  their 
safe  deposit  boxes. 
As  for  the  Russians,  I  think  they 

Arm  C.  Brown  is  executive  rice  president  of  the 
New  York  investment  firm  of  Melhado.  Flynn  & 
Associates. 


City/State  Zip  

I  Subscription  not  assignable  without  consent. 
[NY.  residents  please  add  sales  tax.  8 


blew  it — unless  they  calculated  than 
their  invasion  of  Afghanistan  would 
keep  Jimmy  Carter  in  office  anothei 
four  years  since  U.S.  voters  have 
shown  a  marked  disinclination  tc 
change  presidents  in  the  midst  of  na-l 
tional  crises.  Over  the  past  threel 
years,  the  Big  Bear  has  been  making! 
considerable  strides  around  the  worldf 
without  firing  a  shot,  and  they  jusd 
might  like  another  four  years  id 
which  to  do  the  same.  Mr.  Carter  haa 
demonstrated  by  word  and  deed  that 
he  is  a  predictable  and  peaceable  manJ 
and  that  is  precisely  what  the  Kremlin 
prefers.  Mr.  Reagan  and  Mr.  Connally) 
are  considerably  more  hawkish,  ancfl 
Mr.  Kennedy  has  not  always  displayed 
the  best  judgment  in  the  past,  ana 
might  continue  not  to  do  so  in  the 
future. 

As  to  the  wild  and  woolly  market,, 
for  months  I've  been  saying  that  there 
is  a  staggering  number  of  dollars  onj 
the  sidelines  waiting  to  buy  the  last  ofi 
the  world's  great  bargains — asset-un- 
dervalued U.S.  corporate  stocks.  Toi 
date,  what  we've  witnessed  is  only  a 
fraction  of  these  available  funds  in- 
vested in  equities.  Once  money  man- 
agers become  convinced  that  inflation 
isn't  going  down  very  much — in  fact, 
it  might  even  rise  if  we  happen  to  get 
into  a  rearmament  race — holding  cash 
and,  more  importantly,  fixed-income 
securities  will  seem  to  be  unpopular 
alternatives  to  holding  bricks  andl 
mortar  and  the  machinery  of  produc- 
tion. In  this  environment,  it  is  easy  to 
envision  nine-digit  trading  days  and 
very  possibly  you  could  find  yourself 
having  to  pay  10%  to  15%  more  for  a 
stock  than  its  previous  close.  If  you 
don't  believe  me,  just  look  at  the  met- 
als markets  and  their  phenomenal  24- 
hour  moves. 

If  an  out-and-out  buying  panic  does 
occur,  practically  any  stock  you  own 
should  go  up.  However,  for  the  mo- 
ment I  still  favor  some  recommenda- 
tions that  have  yet  to  "do  their 
thing."  American  Hoist  &  Derrick  (21! 
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1  looks  attractive  on  its  own  and  as 
possible  takeover  candidate. 
jraw-Hill  (29)  has  built  a  solid  base 
ce  last  year's  hassle  with  American 
>ress  and  seems  poised  for  a  spurt 
:he  mid  to  high  30s.. John  Blair  (20) 
estimated  to  earn  around  $4  in 
10,  up  from  an  estimated  $3.40  in 
'9  and  $2.85  in  1978. 
Lmong  those  stocks  that  have 
ved  up  smartly  since  the  original 
ommendations,  I  still  favor  Trcmsco 
);  Pennzoil  (43);  Suburban  Propane 
(36);  Barber  Oil  (50);  Texas  Eastern 
p.  (68)  and  Entex  (17),  no  matter 
at  anyone  else  might  say  about 
ural  resource  stocks  having  had 
ir  day. 

)ne  new  thought  is  Hercules  Inc. 
I,  which  I  remember  being  called 
xules  Powder  Co.  because  it  was — 

still  is — in  the  ordnance  business. 
;  explosives  it  manufactures  for 

construction  industry  could  be 
d  for  beefing  up  our  defenses,  and 

company  manufactures  a  goodly 
nber  of  propellants  and  advanced 
iposite  materials  for  aerospace  and 

military.  Since  well  over  half  of 
cules'  products  come  from  nonpe- 
eum  materials,  the  company 
aid  appear  to  be  reasonably  well 
tected  against  a  cost-price  squeeze, 
ich  could  affect  others  in  the  in- 
try.  Recently  the  stock  broke  out 
i  narrow  1979  trading  range  and 
Id  continue  this  upward  trend  as 
2Stors  become  aware  of  the  com- 
y's  potential.  For  1979  the  com- 
y  earned  $3.89  per  share,  up  from 
!6  in  1978.  This  year  is  anyone's 
ss  but  $4  or  more  looks  attainable, 

maybe  as  much  as  $5  in  1981. 
'ue    to   the  milder-than-normal 
iter  in  the  Northeast,  Toro  Co.  (19) 

had  a  severe  attack  of  unpopu- 
ty.  Who  needs  electric  shovels  and 
wthrowers  when  there's  no  snow? 
vever,  spring  is  close  at  hand  and 
a  makes  a  large  line  of  lawn-care 
ipment,  chain  saws,  etc.  As  the 
y-boomers  finish  the  interiors  of 
r  new  homes,  they  should  move 
doors  and  into  products  Toro  pro- 
es.  Besides,  as  the  price  of  gasoline 
5  up,  there's  a  good  chance  more 
e  will  be  spent  working  around  the 
kyard,  either  in  practical  garden- 
or  for  beautification  purposes.  In 

event,  Toro  Co.  has  been  turning 
wme  super  profits  lately.  For  the 
al  year  ended  last  Oct.  31,  the 
lpany  earned  $3.21  per  share,  up 
n  $2.06  in  1978.  While  this  year 
Id  be  flat,  preliminary  estimates 
for  $4.50  in  1981.  ■ 


VALUE  LINE  looks  at 
possible  "Take-Over"  candidates 

MAJOR  STOCKS 

at 

50%  DISCOUNTS 

. . .  from  their  tangible  book  value  per  share 

Every  week,  Value  Line  computers  screen  1700  major  stocks  under  regular  review  to  pin- 
point special  categories  which  may  be  of  unusual  interest  to  investors. 
For  instance,  a  recent  weekly  edition  of  The  Value  Line  Investment  Survey  shows  30  stocks 
which  are  currently  priced  below  tangible  book  value  per  share  AND  below  liquidating 
value,  too  (which  makes  them  intriguing  "take-over"  candidates  since  their  net  working 
capital  exceeds  the  current  price  of  their  shares). 

Of  these  30  stocks  (which  include  some  very  well-known  names),  18  are  selling  at 
discounts  of  50%  or  more  from  their  tangible  book  value.  The  discounts  run  as  high 
as  84%.  (Value  Line  12/28/79). 
Moreover,  at  their  recent  prices  some  of  these  stocks  offer  other  credentials  of  possible 
interest— such  as  P/E's  as  low  as  4.3,  yields  as  high  as  8.5%,  and  the  possibility  of  ap- 
preciating 200%  or  more  in  price  in  the  next  few  years.  (Value  Line  12/28/79). 
SPECIAL  STOCK  SELECTORS 

The  latest  weekly  computer  screen  of  stocks  which  qualify  for  the  above  category  will  come 
to  you  automatically  under  the  invitation  below— along  with  several  other  Special  Stock 
Selectors  also  updated  weekly  in  the  Value  Line  Survey,  including: 
HIGHEST  YIELDS — The  100  stocks  (among  all  1700  under  regular  review)  offering  the 
highest  yields,  based  on  estimated  dividends  in  the  next  12  months.  The  yields  recently 
ranged  from  10.7%  to  15.0%  (Value  Line  12/28/79). 

HIGHEST  APPRECIATION  POTENTIAL— The  100  stocks  offering  the  highest  3  to 
5  Year  Appreciation  Potential,  based  on  estimated  earnings  and  P/E's  in  that  futi 
The  potentials  recently  ranged  from  255%  to  650%.  CAUTION:  somt  of  these  stocks  a~e 
very  risky.  (Value  Line  12/28/79). 

MOST  TIMELY  STOCKS— The  100  stocks  currently  ranked  1  (Highest)  and  the  300 
ranked  2  (Above  Average)  by  Value  Line  for  Probable  Price  Performance  in  the  Next  12 
Months — relative  to  all  1700  stocks  under  regular  review. 

CONSERVATIVE  STOCKS— The  stocks  rated  1  (Highest)  and  2  (Above  Average)  for 
Quality  (Safety)— relative  to  all  1700  stocks. 

STOCKS  AT  DISCOUNTS  FROM  LIQUIDATING  VALUE,  and  below  Tangible 
Book  Value — as  outlined  above. 

BEST  PERFORMING  STOCKS— The  50  or  so  stocks  that  have  gone  up  most  (or 
down  least)  in  price  over  the  last  13  weeks.  The  best  performances  recently  ranged  from 
+  37.5%  to  +111.6%.  (Value  Line  12/28/79). 

WORST  PERFORMING  STOCKS— The  50  or  so  stocks  that  have  gone  down  most 
(or  up  least)  in  price  over  the  last  13  weeks.  The  worst  performances  recently  ranged  from 
-25.0%  to  -50.0%.  (Value  Line  12/28/79). 

YOU  GET  ALL  THIS,  TOO 

In  addition  to  these  Special  Stock  Selectors,  every  week— for  EACH  of  1700  stocks— Value 
Line's  weekly  Summary  &  Index  shows  the  current  ratings/measurements  for  future  Price 
Performance,  Safety,  Yield,  Long-Term  Appreciation,  P/E  Ratio,  Beta.  .  .  plus  earnings  and 
dividend  data,  past  actual  and  future  estimated. 

Every  week  you  also  receive  new  full-page  Ratings  &  Reports  on  about  130  stocks,  up- 
dating and  replacing  previous  reports  on  the  same  stocks.  During  a  13-week  cycle,  new 
reports  like  this  are  issued  on  all  1700  stocks.  The  Ratings  &  Reports  include  detailed 
price/volume  charts  and  22  series  of  vital  statistics  going  back  15  years  and  estimated  3  to 
5  years  ahead. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment  Survey 
(with  full  30-day  money-back  guarantee)  for  the  next  10  weeks  for 
only  $33— about  HALF  the  regular  rate— if  no  one  in  your  house- 
hold has  subscribed  in  the  past  two  years.  As  a  double  bonus 
at  no  additional  charge,  you  will  receive  the  2400-page  Investors 
Reference  Service  (covering  1700  stocks)  and  the  96-page 
booklet,  "Evaluating  Common  Stocks." 
This  subscription  is  tax-deductible  if  utilized  to  aid  in  the 
management  of  your  investments. 
To  accept  this  invitation— mail  the  coupon  today. 


.  The  Value  Line  Investment  Survey 

■   Arnold  Bornhard  ft  Co.,  Inc.  •  711  Third  Avanua,  •  Now  York,  N.Y.  10017 


□  Begin  my  10-week  trial  to  The  Value  Line  Survey  (limited 
once  to  any  household  every  two  years)  and  send  me  the  two 
bonuses  listed  above.  Check  for  $33  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 

SPECIAL  EXTRA  BONUS  A  famous-make 
pocket-size  CREDIT  CARD/CALCULATOR 
SUPER  SLIM  LCD  CALCULATOR  (with  full 
memory)  given  to  you  when  you  order  The 
Value  Line  Investment  Survey  for  one  year— 
and  send  payment  now. 

□  1  year  for  $330  My  payment  is  enclosed— send  me  the  CAL- 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


STATE 


ZIP 


CULATOR  as  my  extra  special  bonus.  (There  are  no  restric-  CITY 
Hons  with  this  annual  subscription.) 
ID  Enter  my  subscription  now.  Bill  me  for  $330.  (Does  not  in-      GUARANTEE  II  dissatisfied  tor  any  reason.  I 
■  elude  the  calculator.)  may  return  material  within  30  days  for  lull  re- 

^  fund  of  the  fee  I  have  paid  316K18 
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Commodities 


The  fundamentals  tell  me  corn  will  suffer 
more  than  wheat  in  ensuing  months. 

GOVERNMENT 
GRAIN  GURUS 


By  Stanley  W.  Angrist 


Commodity  trad- 
ing has  never  had  a 
reputation  for  being 
an  easy  way  to 
make  money.  It  is 
an  art  that  demands 
of  successful  specu- 
lators discipline,  pa- 
tience, perseverance 
and  emotional  sta- 
bility. But  commod- 


ity trading  became  immeasurably 
harder  in  the  past  month  when  the 
government  inserted  its  delicate  paw 
into  the  grain-trading  pits. 

But  what  does  the  embargo  mean 
for  grain  traders?  The  answer  is  cer- 
tainly not  clear,  but  some  help  on  this 
score  can  be  gained  by  examining  the 
table  below,  which  presents  supply- 
and-demand  data  for  com  and  wheat, 
before  and  after  the  embargo. 

The  table  is  constructed  in  the  fol- 
lowing manner:  First  it  assumes  that 
the  U.S.  Department  of  Agriculture 
numbers  included  under  exports  the 
25  million  metric  tons  of  com  and 
wheat  that  had  been  sold  to  the  Sovi- 
ets. The  second  column  simply  de- 
letes the  17  million  metric  tons  that 
have  been  ordered  or  would  be  ordered 
by  the  U.S.S.R.  in  excess  of  the 
amount  we  are  committed  to  sell  un- 
der the  five-year  grain  agreement.  Of 
the  17  million  metric  tons  we  will  not 
ship,  13  million  were  corn  and  4  mil- 
lion were  wheat.  That  is  equivalent  to 
510  million  bushels  of  com  and  150 
million  bushels  of  wheat.  Of  the  8 
million  metric  tons  we  are  committed 
to  sell  and  ship  (or  have  already 
shipped),  5  million  are  com,  and  3 
million  are  wheat. 

Bache  Halsey  Stuart  estimates  that 
the  ending  stocks  of  com  (what's  left 
after  domestic  use  and  export)  will 


Stanley  W.  A>if>rist  is  a  professor  at  Carnegie- 
Mellon  University,  and  tlx  autlx>r  of  Sensible 
Speculating  in  Commodities. 
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rise  from  1.6  billion  bushels  to  2.1 
billion  bushels,  which  would  be 
30.6%  of  usage  instead  of  21.6%  be- 
fore the  embargo.  The  increase  could 
cause  ending  stocks  to  go  to  27.3% 
from  20.7%  of  production.  That  does 
not  sound  like  very  much  but  remem- 
ber that  the  important  things  in  eco- 
nomic matters  always  take  place  at 
the  margin. 

The  embargo's  effect  on  wheat  is 
even  smaller.  It  leaves  ending  stocks 
as  54%  of  usage  instead  of  43%,  or  as 
50%  of  production  instead  of  43%. 
Did  the  markets  overreact  in  the  face 
of  these  changes  by  going  limit-down 
two  days  in  a  row?  I  think  that  it 
certainly  did  in  the  case  of  wheat  and 
soybeans  (which  were  only  marginally 
involved  in  the  embargo). 

Since  the  announcement  of  the  em- 
bargo, the  agricultural  community  has 
received  some  more  bad  news.  The 
1979  com  harvest  was  178  million 
bushels  larger  than  the  USDA  forecast 
of  last  November.  The  twin  blows  of 
decreased  exports  plus  increased  pro- 
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duction  should  keep  substantial  presl 
sure  on  com  prices  for  the  balance  ci 
this  crop  year. 

The  government  will  have  troubl  I 
supporting  corn  prices  even  if  we  aril 
able  to  make  some  additional  foreign 
sales  and  try  to  divert  some  corn  int< 
the   production   of  gasohol.  (Mos 
knowledgeable  observers  believe 
gasohol  program  would  absorb  fewe 
than  50  million  bushels  in  the  firs, 
year.)  In  addition,  the  governmen 
says  it  intends  to  acquire  substantia 
amounts  of  wheat  for  a  Public  Lav 
480-type  export  program. 

Where  does  all  of  this  leave  gran 
traders?  Confused,  to  say  the  least 
However,  the  fundamentals  tell  mu 
that  corn  will  suffer  more  than  wheal 
in  the  ensuing  months.  This  conclu 
sion  is  reached  in  light  of  the  larm. 
amount  of  com  overhanging  the  mar 
ket  relative  to  the  wheat  order  tha 
was  canceled.  On  that  basis,  I  am  rec 
ommending  a  spread  of  long  Ma? 
wheat/short  May  com.  But  I  wouh 
make  this  an  uneven  spread  by  sellinj 
two  contracts  of  com  for  every  con 
tract  of  wheat  I  bought.  I  would  try  tc 
do  this  spread  with  the  contracts  ot 
com  carrying  at  least  a  $1.15  premi 
um  to  the  wheat.  I  would  risk  no  mon 
than  20  cents  on  each  spread.  I  believt 
this  spread  could  narrow  by  $1 . 

Most  brokerage  houses  would  re 
quire  you  to  margin  this  spread  at  thu 
I  higher  margin  side,  or  about  $1,254 
per  spread.  Full  commissions  wouk 
have  to  be  paid  on  both  sides  of  th« 
spread,  which  would  be  somewhere 
around  $200.  ■ 


On  the  margin 

How  important  is  the  embargo  on  U.S.  grain  shipments  to  the  Soviet 
Union  in  terms  of  overall  supply  and  demand  for  wheat  and  com?  At  first 
glance  the  table  below  says  not  very.  But  remember,  what  is  important  in 
economic  matters  is  what  takes  place  at  the  margin. 

Corn  (mil  bushels)  Wheat  (mil  bushelsl 

1979/80  197980  197980  197980 

(prior  to  (with  (prior  to  (with 

embargo)*  embargo)  embargol*  embargo) 


"USDA  estimate,    t Bache  Halsey  Stuart  estimate     tt'SDA  estimate  is  ''90. 
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Beginning  stocks 

1,285 

1,285 

925 

925 

Production  and  imports 

7,765 

7,765 

2,144 

2,144 

Total  available  supply 

9,050 

9,050 

3,069 

3,069 

Domestic  usage 

4,940 

4,940 

745  tt 

745t 

Exports 

2,500 

1,990 

1,400 

l,250t 

Total  disappearance 

7,440 

6,930 

2,145 

1,995 

Protected  ending  stocks 

1,610 

2,120 

924 

1,074 

Ending  stocks  as 

a  percent  of  total 

Disappearance 

21.6% 

30.6% 

43.0% 

54.0% 

Production 

20.7 

27.3 

43.0 

50.0 
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sixty  seconds 
another 
American 
is  diagnosed 
a  diabetic 


IT'S  TIME  TO  CURE  DIABETES.... 
IT'S  TIME  WE  ALL  HELPED 


A 


Q  4  American 
Diabetes 
Association 


Location  is  important  to  the  success  of  a 
restaurant,  but  it's  not  the  only  key. 

CROWDS 
PASSING  IN 
THE  NIGHT 


By  Srully  Blotnick 


Americans'  grow- 
ing fondness  for  eat- 
ing out  has  caused 
restauranting  to  be 
one  of  our  fastest- 
growing  industries. 
This  being  so,  I  de- 
cided to  learn  some- 
thing about  how  peo- 
ple pick  their  restau- 
rants— and  why. 
What  I  found  out  tells  a  great  deal 
about  consumer  behavior  in  the  afflu- 
ent society  of  the  early  1980s. 

Not  only  is  the  grass  greener  in  the 
other  yard,  the  food  also  tastes  better 
there.  That  is  the  conclusion  that 
emerges  from  my  studies  of  where 
people  dine  when  eating  out,  why 
they  do  so  and  which  restaurants 
prosper  as  a  result. 

"The  places  in  the  neighborhood 
are  okay,"  said  one  resident  of  the 
Upper  West  Side  of  Manhattan,  "but 
if  you  really  want  good  food,  you  have 
to  go  to  the  Village."  Greenwich  Vil- 
lage residents,  however,  were  general- 
ly convinced  that  midtown  and  Upper 
East  Side  restaurants  were  better. 
"They're  certainly  more  famous," 
added  one.  "Probably  the  best  ones," 
said  a  New  Yorker  who  has  lived  on 
the  Upper  East  Side  for  many  years, 
"are  on  the  West  Side  and  in  West- 
chester County." 

And  so  it  went,  all  around  the  town. 
Similar  attitudes  prevailed  in  Dallas 
("if  you  don't  drive  200  miles  for  it,  it 
isn't  worth  eating")  and  Los  Angeles 
("any  restaurant  you  can  walk  to  can't 
possibly  be  good"),  as  well  as  Miami, 
Boston  and  Washington.  Familiarity 
not  only  breeds  contempt,  it  appar- 
ently generates  a  vision  of  a  new  taste 
treat  on  the  other  side  of  town. 
Crowds  passing  in  the  night,  each 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


rushing  to  restaurants  in  the  other'! 
neighborhood,  create  a  great  deal  o: 
two-way  and  circular  traffic.  But  once 
all  the  cars  and  cabs  reach  their  fina 
destinations,  the  area  with  the  great 
est  net  inflow  usually  benefits  hand 
somely.  Contrary  to  what  you  maj 
have  been  led  to  believe,  restaurants 
don't  thrive,  neighborhoods  do. 

The  majority  of  people  we  surveyec 
were  of  the  opinion  that  if  there  wa: 
one  good  restaurant  in  an  area,  there 
were  bound  to  be  others.  First  of  all 
that  became  a  self-fulfilling  prophecy 
The  success  of  one  restaurant  inspirec 
a  host  of  other  entrepreneurs  to  seri 
ously  consider  nearby  locations,  ever 
if  they  had  previously  dismissed  the 
entire  area  as  unappetizing. 

Second,  once  patrons  were  nea] 
their  favorite  dining-out  spot,  the^) 
were  extraordinarily  receptive  to  try 
ing  another  one  in  the  neighborhood 
Approximately  four  out  of  five  said 
they  were  willing;  slightly  more  thar 
half  said  they  already  had.  Having 
made  the  trip,  the  positive  feeling! 
they  had  toward  any  specific  restau 
rant  spilled  over  very  rapidly  and  gave 
the  whole  area  a  warm  coloring.  The 
entire  neighborhood  had  become 
happy  pasture,  an  approved  place  hi 
which  to  safely  graze. 

When  eating  out  was  not  the  maiii 
activity  of  the  evening — for  instance; 
when  people  were  going  to  the  thei 
ater  or  a  recital — something  remark- 
able emerged.  To  see  what  the  under 
lying  patterns  were,  we  interviewee 
1,817  people  between  February  1979 
and  January  1980  who  were  about  tc 
enter  either  a  Broadway  theater  (tc 
see  a  play  or  a  musical)  or  Lincolr 
Center  for  the  Performing  Arts  (tc 
see  an  opera,  ballet  or  concert).  The 
results,  to  put  it  mildly,  were  some 
thing  of  a  shock. 

The  typical  playgoer  or  opera  buf 
deliberately  chose  a  moderately  pricec 
restaurant.  A  low-priced  one,  the) 
said,  would  not  have  been  "in  keeping 
with  the  tone  of  the  evening."  On  the 
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)ther  hand,  high-priced  places  were 
ilso  intentionally  avoided.  The  three 
nost  frequently  cited  reasons  were: 
:conomy  ("the  tickets  were  so  expen- 
ive,  I've  got  to  cut  back  some- 
vhere"),  time  ("if  it's  a  really  good 
neal,  I'd  want  to  linger;  and  if  I  did, 
'd  be  late")  and  alertness  ("I'd  fall 
sleep  during  the  show,  if  I'd  had  a 
dg,  elaborate  meal").  Interestingly, 
here  was  no  significant  difference  be- 
ween  the  answers  given  by  tourists 
domestic  or  foreign)  and  those  given 
»y  local  residents. 

We  hear  so  much  about  the  operat- 
ng  deficits  of  performing  arts  compa- 
ties,  it  is  easy  to  overlook  the  fact 
hat  a  great  deal  more  than  civic  pride 
s  involved  in  having  concerts  and 
'lays  regularly  scheduled  in  particular 
arts  of  town.  It  would  be  impossible 
o  overstate  its  effect  on  the  restau- 
ant  industry.  In  fact,  it  is  now  clear 
hat  a  very  large  number  of  restau- 
ants  are  in  existence  and  doing  well 
recisely  because  there  are  musicals 
nd  ballets  being  performed  nearby.  In 
ssence,  theaters  and  concert  halls 
ull  you  out  of  your  house  or  apart- 
rient — right  into  a  moderately  priced 
estaurant. 

People  going  to  the  theater  are  usu- 
lly  concerned  about  being  late.  More 
ban  nine  out  of  ten  reported  that 
hat,  above  all,  dictated  their  choice 
f  which  place  to  patronize.  The  res- 
aurant  they  selected  had  to  be  near- 
y  (though  they  didn't  want  it  to  be 
1)  their  main  destination  for  that 
vening. 

And  how  good  did  it  have  to  be? 
Tiat  was  less  important  than  you 
light  imagine.  As  one  put  it,  voicing 
be  view  of  many:  "When  I'm  dressed 
p,  I  want  people  to  see  me."  She 
eeded  dainty  morsels,  if  she  were 
oing  to  be  "at  her  best."  The  restau- 
ant  wasn't  going  to  be  the  four-star 
ttraction.  "/  am,"  she  added.  Fast 
)od  for  the  festively  fashionable  had 
d  be  moderately  priced — so  that  it 
idn't  upstage  the  customers. 

In  short,  if  you  own  an  expensive 
sstaurant,  start  praying  that  no  one 
rects  a  theater  or  a  concert  hall  on 
he  block.  If  they  do,  fire  your  high- 
riced  chef,  lower  your  prices  and  re- 
write the  menu  in  English. 

On  the  other  hand,  if  you  are  think- 
ig  of  opening  a  high-quality  place, 
lake  sure  people  have  to  travel  for 
liles  on  a  rocky,  winding,  one-lane 
:>ad  and  then  need  Sir  Edmund  Hilla- 
y  and  six  Sherpas  to  get  the  rest  of 
he  way  there.  Be  prepared  to  beat 
ack  the  crowds  with  a  pillow.  ■ 
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mend gold  at  $35  and  silver  at  93  cents  since  1961.  This  portfolio  is  diversified  between 
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in  very  low-priced  gold  &  silver  mines  for  your  ultra-speculative  "Las  Vegas  Money." 
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(Payment  in  U  S.  dollars  MUST  be  enclosed):  Enclosed  is  □  $150  for  1  year  (26  issues). 
[  $85  "fair  trial"  for  6  months  (13  issues).  I   $10  for  a  2  issue  quick  "look-see"  trial. 

Name  (print)   

Address   

City  State  Zip 


(Not  assignable  without  your  consent  NY  residents  please  add  applicable  sales  tax  No  relunds  Beginning  January  1981 

The  Dines  Letter  will  go  onto  monthly  publication  schedule  at  rates  same  as  today  )  J20M2 


Slip  Cases  For  Forbes 

Rugged  and  handsome  cases  in  red  and  black  with  title 
embossed  in  gold.  Prices:  $4.95  each,  3  for  $14.00, 
6  for  $24.00.  Send  check  to  Jesse  Jones  Box  Corpora- 
tion, Department  FB,  Post  Office  Box  5120,  Philadel- 
phia, Pennsylvania  19141.  Please  allow  three  to  four 
weeks  for  delivery. 
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Common  Stock 
Dividend 

Increased  for  28th 
Consecutive  Year 

The  Board  of  Directors  of  Central 
and  South  West  Corporation  on 
January  18.  1980  declared  an 
increase  in  the  regular  quarterly 
dividend  from  35 1/20  per  share  to 
37V2.0  per  share  on  the 
Corporation's  Common  Stock. 
The  increased  dividend  is  payable 
February  29,1980  to  stockholders 
of  record  February  7,  1980. 
This  record  date  represents  a 
change  in  previous  policy.  Future 
record  dates  will  be  the  fifth 
business  day  of  the  month  the 
dividend  is  payable 

John  E.  Taulbee 

Executive  Vice  President  and 
Chief  Financial  Officer 


Central  and  South  West 
Corporation 

2700  One  Main  Place  •  Dallas.  Texas  75250 

System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
? CHEMICAL 
CORPORATION 

INCREASED  DIVIDEND 

The  Board  of  Directors  has  increased  the 
quarterly  dividend  on  the  outstanding  Common 
Stock  to  50  cents  a  share  from  the  45  cents 
previously  paid  A  dividend  at  the  new  rate  is 
payable  on  March  1.1980  to  stockholders  of 
record  on  February  1 1 , 1980  The  transfer  books 
will  not  close 

January  24. 1980 

RAMSEY  E  JOSLIN. 
Vice  President-Financial 


divisions  us  industrial  chemicals  co 
emery  inoustrif  s.  inc 
national  distillers  products  co 
aimaden  vineyards.  inc 
bridgepor:  brass  company 
beacon  manufacturing  company 
indiana  group  inc 


By  Thomas  P.  Murphy 

You  notice  Don 
Miller  at  a  boat 
show.  While  other 
exhibitors  affect  a 
blue-blazered  non- 
chalance toward  the 
public,  Miller  is  out 
there  in  front  of  his 
boats,  pastel  blazer 
flapping,  and  there 
is  his  gorgeous  Chi- 
nese hostess.  They  are  working  the 
crowds.  "Those  are  lookers,  not  buy- 
ers," a  competitor  groused  to  me.  But 
he  didn't  even  have  lookers. 

Miller,  as  you  might  guess,  did  not 
step  into  the  boat  business  from  the 
porch  of  the  yacht  club.  He  is  a  tough, 
knock-around  guy  who  does  things 
his  way.  In  the  competitive,  failure- 
strewn  boat-building  industry,  these 
qualities  may  account  for  Miller's  suc- 
cess. Marine  Trading  International, 
Inc. — and  Miller  owns  it  all — did  $18 
million  in  sales  last  year,  and  has  been 
growing  at  30%  a  year.  I  say  "has 
been"  because  1980  has  everybody  in 
the  industry  a  little  spooked. 

Nevertheless,  if  anybody  makes  it 
this  year  it  is  likely  to  be  Miller. 
Trawlers,  which  are  Marine  Trading's 
main  product,  are  an  old  idea  whose 
time  has  come  again.  Basically  they 
are  work-boat  hulls,  roomy  and  stable, 
with  classic-looking  cabins  and  big, 
slow-turning  diesel  engines.  They 
don't  set  speed  records  (nine  knots  is 
fast  for  a  trawler),  but  they  sip  fuel 
while  their  faster  rivals  gulp  it. 

Economy,  in  fact,  is  something 
Miller  hammers  away  at.  He  puts 
prices  in  his  advertising,  something 
competitors  soft  pedal,  and  he  regu- 
larly undersells  them  by  substantial 
margins.  He  also  has  that  P.T.  Bar- 
num  flare  for  showmanship.  At  the 
New  York  boat  show  recently  Miller 

Thomas  P  Murphy  beads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


Venture  Capital 


This  year  promises  to  be  an  uncertain  one 
for  boat  builders,  but  if  anybody  makes  it 
through,  it  is  likely  to  be  Don  Miller 

SAGA  OF  THE 
TRAWLER  KING 


showed  up  with  a  44-foot  behemoth 
that  could  barely  be  shoe-homed  int( 
the  Coliseum.  Biggest  was  important 
to  Miller,  it  meant  his  boat  would  b 
christened  "Queen  of  the  Show,"  anc 
that  drew  the  crowds.  A  few  years 
ago  he  went  the  opposite  way  anc 
had  a  40-foot  trawler  built  to  one-hal 
scale  and  manned  with  dwarfs.  He 
would  have  preferred  midgets,  he  tolc 
me,  but  their  wages  are  twice  th 
wages  of  dwarfs. 

Wage  costs  are  no  small  part  of  Mil 
ler's  reckonings.  His  boats  are  built  ir 
Taiwan  where  a  skilled  carpente 
works  ten  hours  a  day,  six  days 
week  and  earns  from  $120  to  $180 
month.  "They  don't  walk  from  th 
saw  to  the  boat  in  Taiwan,"  Mille 
says,  "they  run."  Miller,  who  is  4 
and  a  bachelor,  likes  that  kind  of  ener 
gy  since  he  has  been  running  througl 
life  himself. 

He  grew  up  on  the  New  Jersey  shor 
(his  company  is  in  Bay  Head),  an« 
Miller's  formal  education  after  lug 
school  consisted  of  the  Chrysler  Sale 
School  ("they  could  teach  you  to  se. 
anything  there")  and  airplane  me 
chanics  school.  "I  was  22  when  I  gc 
my  last  paycheck,"  Miller  told  mt 
Since  then  Miller  has  been  on  h 
own.  First  he  and  a  partner  traded  i 
automobiles,  mostly  fleet  sales,  bu 
Miller  loves  the  ocean  so  he  got  int 
marine  salvage.  "Sometimes,"  hi 
says,  "we  would  raise  a  50-foot  Chri 
Craft  and  I  would  buy  it  from  th 
insurance  company  and  have  it  rebui 
for  sale." 

But  the  big  action  in  marine  salvag  in 
was  in  the  Far  East,  and  by  the  Sixtie 
Hong  Kong  was  ship-breaking  capita 
of  the  world.  Once  when  Miller  w3 
out  there  he  had  an  idea.  The  Amer 
can  pleasure  boat  industry  was  mo\ 
ing  from  wood  to  fiberglass  and  thi 
was  ruining  the  winter  occupation  c 
hundreds  of  little  boatyards  up  an 
down  the  Atlantic  coast.  Traditiona 
ly  they  did  repairs  in  the  summer  ar| 
built  wooden  boats  in  the  winte 
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filler's  idea  was  to  mold  fiberglass 
>oats  in  Hong  Kong  and  sell  them  to 
hese  yards  for  winter  finishing. 

What  evolved  from  that  idea  was 
he  40-foot,  34,000-pound  Eagle  trawl- 
:r — and  another  problem.  Some  of  the 
American  yards  did  a  beautiful  job  of 
inishing  off  the  Eagles,  but  others 
aitchered  the  work,  so  Miller  decided 

0  finish  them  in  Hong  Kong.  That 
vorked  well  until  the  early  Seventies, 
vhen  a  group  of  Hong  Kong  business- 
nen  bought  Cunard's  old  Queen  Eliz- 
beth  and  brought  her  home  to  be 
efurbished.  They  hired  every  boat- 
ard  employee  in  sight.  With  wages 
kyrocketing,  Miller  looked  else- 
where. He  tried  Singapore,  where  it 
ook  1,900  man-days  to  make  a  35- 
x)t  trawler.  In  that  tropical  climate, 
4iller  says,  "you  had  to  pinch  a  work- 
r  to  see  if  he  was  awake."  Taiwan,  in 
act,  was  a  reluctant  last  choice, 
"here,  as  in  Hong  Kong,  a  boat  could 
e  finished  in  1,500  man-days,  but  in 
he  early  Seventies  there  was  no  tradi- 
ion  of  small-boat  building  on  the  is- 
md  and  Miller  had  to  start  out  by 
iring  furniture  builders — even  coffin- 
lakers — to  do  the  carpentry. 

His  culture  shock  was  considerable, 
do.  Chinese  individualism  exasperat- 
d  Miller  at  first.  "One  day,"  he  says, 

1  was  watching  a  carpenter  carefully 
nish  some  teak.  Every  now  and  then 
tie  sander  slipped  and  he  gouged  the 
el  coat.  I  knew  it  would  take  five 
ours  of  work  to  fix  that  gel  coat  so  I 
ragged  another  worker  over  and  put 
is  hand  on  the  gouges.  'There,'  I  said, 
ie'11  tell  you  when  you  slop  over  on 
le  gel  coat!'  " 

Dramatic — and  disastrous!  Miller's 
npetuousness  almost  brought  work 
t  the  yard  to  a  halt.  "I  had  to  learn," 
tiller  says,  "that  you  don't  give  di- 
:ct  orders  to  a  Chinese  workman, 
bu  go  to  the  oldest  man  around  and 
ly:  'We  have  a  problem,  how  can  we 
top  gouging  the  gel  coat?'  " 

Miller  has  gone  from  culture  shock 
)  being  a  great  admirer  of  the  Chi- 
ese.  "I  have  more  friends  in  Taiwan 
lan  here."  He  spends  six  months  of 
le  year  there  now.  "I  own  a  house  in 
:rsey  but  I  am  never  there,"  he  says. 
I'd  rather  live  on  my  boat,  the  Com- 
iaw;  she  is  moored  over  on  the 
bms  River  in  Jersey." 

I  asked  Miller's  hostess  what  she 
lought  of  the  U.S.:  "The  American 
sople  are  just  like  the  Chinese  peo- 
le,"  she  assured  me.  But  the  food 
n't.  On  her  first  trip  here  she  discov- 
'ed  cheesecake  and  gained  14  pounds 
l  ten  days.  ■ 


$400 
$350 


$300 


There's  hills  in 
that  there  gold. 


$250 


$200 
$150 


$100 


For  the  lost 
two  years, 
gold  has  been 
about  as  close 
as  you  con  get 
to  a  sure  thing. 
Even  so,  its  path  to 
$400  an  ounce 
didn't  always 
follow  the  straight 
and  narrow. 
There  were  plenty  of 
peaks  and  valleys  along 
the  way.  And,  unless  you  knew 
exactly  what  you  were  doing,  you 
didn't  necessarily  make  money. 
There  were  many  for  instance,  who 
sold  when  gold  met  its  first  resistance  at 
$300.  And  then  watched  empty 
handed  as  the  prices  soared  over  $400. 

We're  Premex,  the  precious  metals 
specialists.  And  our  clients  weren't  at  all 
surprised  when  gold  hit  $400  on  ounce.  We 
had  told  them  oil  along  that  it  would. 
What  will  gold  do  next?  Is  it  still  a  solid  investment? 
Or  have  silver,  copper  or  platinum  taken  its  place? 
No  one  knows  for  sure,  of  course.  But  with  our 
contacts  in  the  world's  major  money  centers,  and  the 
experience  of  our  experts  here  in  the  States,  few 
know  precious  metals  better  than  we. 
If  you'd  like  to  share  the  benefits  of  our  expertise,  get  in 
touch  with  o  Premex  account  executive. 
Before  precious  metals  make  another  move  without  you. 


Gentlemen:  Please  send  me  a  copy  of  your  informative  precious 
metals  investment  guide. 


NAME 


ADDRESS 


CITY. 


STATE . 


HOME  PHONE 


BUSINESS  PHONE 


ZIP 


THE  NEW 


PREMEX 


BLUE  CHIP 


Call  toll  free  800-854-2222  or  in  Calif.  800-532-3776 

7670  Opportunity  Road,  San  Diego,  Calif.  92111,  Dept.  6 
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Market  Trends 


GMs  decision  to  increase  the  equities  in  its 
pension  fund  is  •  recognition  of  the  long- 
term  attraction  in  equity  investment. 

PENSION  FUNDS 
ARB  BACK 


ner 


By  James  H.  Farrell  Jr. 

Back  in  1972  when 
the  two-tier  market 
was  at  its  peak  and 
the  favorite  50 
stocks  sold  at  40  to 
80  times  earnings, 
pension  fund  man- 
agers enthusiastical- 
ly pushed  the  share 
of  pension  fund  as- 
sets invested  in 
stocks  to  an  alltime  high  of  73%.  Sub- 
sequently, the  battering  of  the  stock 
market  in  1973  and  1974,  together 
with  the  1974  passage  of  the  Employ- 
ee Retirement  Income  Security  Act 
(ERISA),  convinced  corporate  man- 
agements that  equity  positions  in 
pension  portfolios  should  be  signif- 
icantly reduced. 

The  resulting  diversion  of  pension 
fund  contributions  into  the  bond  mar- 
ket over  the  past  several  years  has 
reduced  the  equity  share  to  the  50% 
to  55%  range  at  a  time  when  most  of 
the  former  favorites  are  now  selling  at 
8  to  15  times  earnings.  Unfortunately, 
the  comfort  expected  by  corporate 
managements  and  portfolio  managers 
was  rather  short-lived.  Bonds,  which 
were  supposed  to  provide  stability  and 
income  to  portfolios,  suffered  major 
losses  in  October  1979  and  for  the 
year  as  a  whole  achieved  a  negative 
return,  including  income  of  -4.2%. 
Conversely,  those  stocks — supposedly 
risky — achieved  a  positive  return  of 
18.2%.  Once  again  the  search  for 
comfort  and  "prudence"  yielded  dis- 
appointing returns. 

Now  the  pendulum  is  swinging 
back  in  favor  of  common  stocks 
again.  Political  concerns  with  capital 
formation,  productivity  and  lowering 
inflation  are  all  hot  issues.  Renewed 
emphasis  on  defense  spending  and  en- 

James  H  Fairell  Jr  is  executive  vice  president  of 
Cashman,  Farrell  &  Associates,  Inc.,  an  invest- 
ment management  firm  in  Philadelphia,  Pa. 
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ergy  investment  give  further  support 
to  the  prospects  for  a  wide  range 
stocks.  Furthermore,  many  stocks  arc 
selling  at  or  below  book  value  and  wel 
below  replacement  value. 

The  recent  decision  by  General  Mo 
tors  to  increase  the  equity  exposure  ol 
its  pension  fund  from  50%  to  70%  i 
tangible  recognition  of  the  long-terrr 
attraction  in  equity  investments 
Considering  the  size  of  GM's  func 
and  its  expected  annual  contribution 
it  has  been  estimated  that  this  func 
alone  will  purchase  $2.5  billion  in  new 
equities  over  the  coming  year.  Fo 
perspective,  the  total  equity  pur 
chases  of  private  pension  funds  ove 
the  past  year  approximated  only  $1 
billion.  Should  other  companies  fol 
low  GM's  lead,  the  amount  of  pensior 
money  flowing  into  stocks  could  in 
crease  dramatically,  giving  a  substan 
tial  boost  to  equity  prices. 

Some  of  my  favorite  candidates  t<i 
benefit  from  the  new  swing  to  equi 
ties  would  include: 

Martin  Marietta  (49)  has  major  posi 
tions  in  aerospace,  aluminum  and  ce 
ment.  The  renewed  emphasis  on  de 
fense  spending  should  boost  aerospace 
earnings  significantly  over  the  nex 
several  years.  Aluminum  should  also 
prosper  as  demand  from  automotivi 
and  aerospace  customers  continues  td 
grow.  Finally,  the  cement  producer: 
should  be  a  major  beneficiary  of  th 
MX  missile  program,  as  was  pointe* 
out  in  a  recent  issue  of  Forbes  (Aug. 
1979).  Earnings  in  1980  should  ap 
proximate  $6.75,  down  modestl 
from  1979  earnings  of  $7.10  as  aera 
space  offsets  some  near-term  weak 
ness  in  other  areas.  Beyond  1980 
earnings  should  resume  a  strong  up 
ward  course.  Despite  its  recen 
strength,  the  stock  currently  sells  at 
P/E  of  7.2  times  1980  earnings  am 
yields  4.3%.  A  pullback  to  the  mid 
40s  would  present  an  excellent  buyin 
opportunity  in  this  stock. 

Northwest  Industries  (32)  is  a  well 
conglomerate    with  operations 
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iel,  automotive  batteries,  soft 
inks  and  apparel.  In  a  sense,  North- 
ist  can  be  viewed  as  an  unexploited 
ergy  play  since  the  product  line  of 

major  division,  Lone  Star  Steel,  is 
iented  to  oil-country  tubular  goods, 
ltomotive  battery  operations  are 
imarily  geared  to  the  replacement 
irket,  and  the  apparel  lines  are  sta- 
;  rather  than  fashion  oriented.  In  a  | 
:ession,  the  soft-drink  area  should 
Dvide  an  above-average  degree  of 
ibility.  In  sum,  Northwest  should 
hieve  earnings  of  $6.20  per  share  in 
80,  up  from  1979's  estimate  of 
.60.  At  32  the  stock  sells  for  5.2 
nes  1980  earnings  and  yields  6.4%. 
Westinghouse  (24)  has  suffered  over 
g  past  several  years  as  a  result  of  its 
tended  uranium  litigation.  Never- 
dess,  15  of  the  17  lawsuits  have 
w  been  settled  and,  in  the  mean- 
ne,  Westinghouse  management  has  1 
<en  significant  steps  to  streamline 

operations.  In  addition  to  capital 
ods  and  energy,  the  company  has  a 
bstantial  position  in  defense  elec- 
>nics.  Earnings  of  $4.20  per  share 
;  expected  in  1980  and  the  comple- 
m  of  the  uranium  litigation  should 
able  Westinghouse  to  raise  its  divi- 
nd  for  the  first  time  in  five  years. 
international  Harvester  (34)  has  been 
rt  by  a  three-month  strike  and  by 
2  reduction  in  grain  export  sales  to 
z  Soviet  Union.  The  company's 
w  management  team  nevertheless 
s  made  great  strides  in  reducing 
mufacturing  costs  over  the  past 
v  years.  As  a  result,  earnings 
nped  from  $6.14  per  share  in  fiscal 
78  to  $12.01  in  fiscal  1979.  The  j 
rrent  strike  will  undoubtedly  de- 
;ss  fiscal  1980's  results,  but  assum- 
l  a  settlement  in  the  next  month 

two,  Harvester  could  earn  in  the  I 
:inity  of  $4  per  share.  The  real 
)ry,  however,  is  the  earnings  poten- 

1  of  $14  to  $16  per  share  if  manage- 
snt  is  successful  in  implementing 

2  rest  of  its  cost  reduction  program. 

34  the  stock  is  selling  for  less  than 
times  1979  results  and  8.5  times 
ike-depressed   1980  expectations. 

view  of  the  substantial  potential 
d  the  7.4%  yield  provided  by  the 
.50  dividend,  the  stock  could  be 
ite  attractive  for  investors  willing 

accept  the  risk. 

Ln  addition  to  these  names,  a  num- 
r  of  sold-out  consumer  issues  offer 
:ractive  investment  potential, 
lese  include:  Colgate-Palmolive  (14), 
nny's  (14),  K  mart  (22),  PepsiCo  (23), 
Isbury  (37),  Scott  &  Fetzer  (23)  and 
xrner- Lambert  (21).  ■ 
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\fouVe  graduated  to 
a  higher  tax  bracket 


If  your  year-end  raise  or 
bonus  has  pushed  your  taxable 
income  up  to  the  point  of  no  return, 
look  into  Fidelity  Municipal 
Bond  Fund. 

The  Fund  seeks  a  high,  100% 
tax-free  yield*  from  a  diversified 
portfolio  of  quality  municipal 
bonds.  There  is  no  sales  charge. 
Call  today  to  learn  how  you  can 
donate  less  to  the  IRS. 

Call  Free 
(800)225-6190 

In  Mass.  Call  Collect  (617)  523-1919 

*A  portion  may  be  subject  to  state  or  local  taxes. 


Box  832  Dept.  JB  021880 

82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  complete  information,  including 
management  fees  and  expenses,  please 
write  or  call  for  a  prospectus.  Read  it  care- 
fully before  you  invest  or  send  money. 


City  State 

T  Fidelity  Group 

Over  $6  billion  of  assets  under  management. 


Zip 


l  A  er  &b  billion  o!  assets  under  management 


One  Grand  opportunity. 


No  sales 
charge 


High  yield  with  just 
$1000  or  more  (Call 
for  current  yield.) 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity  - 


Free 
checkwriting. 

Low-cost 
management. 

Good  stability 
through  quality 
bonds. 


*Call  free  1-800-638-5660. 

If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price  A 
New  Income  Rind,  Inc. 

100  East  Pratt  Street.  Baltimore,  Md.  21202 


Name  

Address 
City  


State- 


Zip, 


For  more  complete  information,  including  the  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 
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company's  annual  report  be- 
fore FORBES'  affluent,  invest- 
ment-minded readers. 

Of  FORBES  680,000  subscrib- 
ers, 98%  own  securities  with  an 
average  value  of  $473,000.  They 
have  an  average  personal  income 
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Annual  Report  Advertising  Section. 


Advertising  rate:  $1 ,760  per  1  /8 
page,  black  and  white  unit.  Clos 
ing  date  for  copy  and  illustratior 
March  14. 

For  more  information,  consul 
your  local  FORBES  representa- 
tive or  contact:  Stephen  G.  Nico 
Director  of  Advertising,  Forbes 
Magazine,  60  Fifth  Avenue,  New 
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We  live  in  a  war  of  two 
antagonistic  ethical 
philosophies,  the  ethical 
policy  taught  in  the  books  and 
schools,  and  the  success  policy. 
William  Graham  Sumner 


A  successful  life  is  not  an 
easy  life.  It  is  built  upon 
strong  qualities:  sacrifice, 
endeavor,  loyalty,  integrity. 
Grant  Brandon 


Patience:  a  minor  form  of 
despair  disguised  as  virtue. 
Ambrose  Bierce 


When  you  get  right  down 
to  the  root  of  the  meaning 
of  the  word  "succeed,"  you 
will  find  that  it  simply 
means  to  follow  through. 
F.W.  Nichol 


Creative  intelligence  in  its 
various  forms  and  activities 
is  what  makes  man. 
James  Harvey  Robinson 


Each  honest  calling,  each  walk 
of  life,  has  its  own  elite, 
its  own  aristocracy  based 
upon  excellence  of  performance 
James  Bryant  Conant 


If  we  cannot  see  that 
failure  is  the  essential 
other  half  of  success, 
then  we  try  to  avoid 
failure  and  in  so  doing 
we  avoid  success. 
Carol 


Make  your  job  important  and 
it  will  return  the  favor. 
Arnold  Glasow 


Character  is  destiny. 
Heraclitus 


I  do  not  love  a  man  who 
is  zealous  for  nothing. 
Oliver  Goldsmith 


Thoughts 

on  the  Business  of  I  ^ife 


Not  his  job  makes  a  man  little 
or  big,  it  is  himself,  his  spirit, 
his  character.  If  these  be  right, 
then  his  job  will  sooner  or 
later  reflect  the  fact.  He  will 
not  forever  be  kept  down  when 
bis  merits  entitle  him  to  be 
raised  up.  Life's  "failures" 
do  not  all  wear  rags;  some  of 
the  most  pitiable  of  them  can 
write  their  names  to  seven- 
figure  checks.  The  "successes" 
are  not  all  recognizable  on  sight. 
B.C.  Forbes 


If  the  work  you  are  doing 
is  useful,  it  will  return 
you  a  good  living. 
William  Feather 


Six  essential  qualities  that  are 
the  key  to  success:  sincerity, 
personal  integrity,  humility, 
courtesy,  wisdom,  charity. 
William  Menninger 


Experience  has  taught  me 
this,  that  we  undo  ourselves 
by  impatience.  Misfortunes 
have  their  life  and  their 
limits,  their  sickness  and 
their  health. 
Michel  de  Montaigne 


Destiny  is  not  a  matter  of 
chance,  it  is  a  matter  of 
choice;  it  is  not  a  thing 
to  be  waited  for,  it  is 
a  thing  to  be  achieved. 
William  Jennings  Bryan 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc..  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


I  am  different  from  Washington; 
I  have  a  higher,  grander 
standard  of  principle. 
Washington  could  not  lie. 
I  can  lie,  but  I  won't. 
Mark  Twain 


Service  without  reward 
is  punishment. 
George  Herbert 


There  is  no  future  in  any 
job.  The  future  lies  in 
the  man  who  holds  the  job. 
George  Crane 


Men  can  suck  the  heady  juice 
of  exalted  self-importance 
from  the  bitter  weed  of 
failure — failures  are  usually 
the  most  conceited  of  men. 
D.H.  Lawrence 


A  Text . . . 

The  discretion  of  a  man 
deferreth  his  anger;  and 
it  is  his  glory  to  pass 
over  a  transgression. 
Proverbs  19:11 


Sent  in  by  fan  Sheetz,  Eugene,  Ore.  Wh, 
your  favorite  text?  The  Forbes  Scrapbool 
Thoughts  on  the  Business  of  Life  is  presen 
to  senders  of  texts  used. 


We  know  what  we  are,  but 
know  not  what  we  may  be. 
Shakespeare 


The  deepest  personal  defeat 
suffered  by  human  beings  is 
constituted  by  the  difference 
between  what  one  was  capable 
of  becoming  and  what  one 
has  in  fact  become. 
Ashley  Montagu 


Dear  Past,  I  would  not  ask 
for  you  to  return,  because 
you  made  me  what  I  am. 
Maxine  Negley 
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For  over  90  years  Diamond 
grew  like  a  great  tree. 
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Now  look  how  we're  growing. 


Diamond  International,  since 
77,  has  put  on  one  of  the  more 
markable  sales/earnings  perfor- 
ances  in  our  99  year  history.  We 
so  increased  our  cash  dividend 
d  declared  a  special  10%  stock 
ridend.  What  made  it  happen? 
Pruning  for  one  thing.  And  plan- 
lg.  By  terminating  obsolete  and 
arginal  operations,  we  freed  up 


cash  for  profitable  expansion. 

For  example,  we  added  55  more 
building  supplies  home  centers,  giv- 
ing us  123  in  17  states.  By  1983  our 
Retail  Group's  sales  should  top  half 
a  billion  dollars. 

In  1979  we  also  added  100  tons 
per  day  to  our  Vanity  Fair  tissue  ca- 
pacity Doubled  our  two-piece  metal 
can  output.  Expanded  carton  and 


paperboard  plants.  Strengthened 
our  energy  self-sufficiency. 

Write  for  our  quarterly  and  annual 
reports.  Diamond  International,  733 
Third  Avenue,  New  York,  N.Y.  10017 

©  1980  Diamond  International  Corporation  . 

Diamond 

^pf  International 
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Forest  Products  •  Packaging  &  Printing  ■  Pulp  &  Paper  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


Of  course  you  can  afford  it.Think  of  all  the 
money  you've  saved  drinking  other  Scotch. 

12  YEARS  OLD  WORLDWIDE 'BLENDED  SCOTCH  WHISKY-  86  PROOF-GENERAL  WINE  4  SPIRITS  CO,*.E*  YORK  N  » 


Once  you  lose  your 
paddlejyou're  close 
losing  the  canoe. 

Profit  is  the  paddle  which  guides 
and  propels  the  canoe  of  free  enterprise. 
When  the  paddle  is  lost,  there's  trouble 
around  the  bend. 

No  one  asks  that  the  American 
way  of  economic  life  guarantee  every 
private  enterprise  a  profit,  but  the  system 
must  include  the  freedom  to  fairly 
compete  for  and  retain  profits. 

While  it  may  seem  expedient  in  the 
short  term  to  siphon  off  profits  to  finance 
social  reform  and  the  ever  growing 
public  sector,  it  is  actually  an  omen  of 
disaster  for  the  free  enterprise  system. 

Without  sufficient  profit  to  attract 
investor  capital,  a  company  must  post- 
pone job-producing  expansions.  It  must 
borrow  just  to  replace  the  tools  and  other 
facilities  it  consumes  in  the  normal 
course  of  business.  And  when  borrowed 
funds  are  exhausted,  what  will  be  left 
to  keep  business,  and  America,  from 
running  aground? 

Since  our  entire  society  is  ultimately 
financed  by  the  canoe  of  free  and  private 
enterprise,  we  must  make  every  effort 
to  maintain  and  strengthen  our  grip  on 
the  profit  paddle.  Lest  we  find  ourselves 
up  the  creek  without  one. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

©  1979  THE  WARNER  &  SWASEY  COMPANY       Executive  Offices  11000  Cedar  Avenue,  Cleveland,  Ohio  44106 
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The  Wiedemann  Division's  top-of-the-line 
W-4560  Wiedematic  Mach  II  turret  punch  press 
is  now  available  with  a  plasma  arc  cutting 
option.  This  machine,  at  work  at  a  customer 
installation,  can  punch  or  cut  virtually  any 
shape  required,  in  metal  up  to  3/8"  thick. 
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Concorde  is  just  one  way  the  French  have  perfected  business  travel. 

The  Gallic  passion  for  good  living  becomes  a  beautiful  asset  to  business  travelers  on  Air  France. 

Concorde.  Ah,  the  heady  pleasure  of  easing  across  the  Atlantic  at  Mach  2!  You  arrive  in  Paris  in 
lalf  the  time,  virtually  as  fresh  as  when  you  started. 

747  First  Class.  The  exquisite  Air  France  tradition  of  hospitality  is  simply  unrivaled.  Brut 
:hampagne  with  caviar  or  fresh  foie  gras.  Grand  cru  wines.  A  six-course  banquet  dinner,  served  in  an 
itmosphere  of  linen  and  Limoges. 

747 Business  Class.  We  have  created  a  separate  class  of  service,  with  its  own  cabin,  affording  you 
he  attention  you  deserve.  Business  Class  includes  separate  check-in,  cocktails,  fine  French  champagne 
ind  wines,  imported  cheeses,  cordials,  and  in-flight  entertainment. 

Choose  Air  France.  Enjoy  la  difference,    jp^g         FUjffM^USE  ^fflW 

The  best  of  France  to  all  the  world. 


Rockwell  International  is  more 
than  a  builder  of  avionics  for 
most  of  America's  airliners. 


Much  more. 


Our  new  digital  flight  contr\ 
system  will  be  aboard  the  all-t 
Boeing  model  767/757  airli 


For  most  pilots,  the  name 
Rockwell  International  stands  for 
aviation  electronics.  Understandably 
so:  Our  Collins  avionics  systems  are 
not  only  on  board  nearly  every 
U.S. -built  airliner,  but  on  many 
general  aviation  and  military  aircraft  as 
well.  And  our  Collins  Air  Transport 
Division  has  a  contract  —  scheduled 
to  extend  into  the  next  century  —  to 
build  avionics  for  all  Boeing  model 
767/757  airliners.  But  avionics  is 
only  one  of  our  strengths. 

Rockwell  International  is  a 
major  multi-industry  company 
applying  advanced  technology  to  a 
wide  range  of  products  —  in 
automotive,  aerospace,  electronics 
and  general  industries.  Following  are 
some  examples  of  our  balanced 
diversification. 

Electronics. 

(Sales,  fiscal  1979:  $1.5  billion.) 

Our  position  as  one  of  the 
world's  leading  suppliers  of  avionics 
—  communications,  navigation  and 
flight  control  equipment  —  reflects 
only  one  of  our  electronic  businesses. 

We  also  make  microelectronic 


systems  and  devices,  broadcast 
equipment,  and  missile  guidance  and 
control  systems.  And  we  manufacture 
and  install  telecommunications 
systems,  including  both  digital  and 
analog  microwave  systems,  for 
businesses  and  governments 
worldwide. 

Automotive. 

(Sales,  fiscal  1979:  $1  8  billion.) 

One-half  of  the  highway 
tandem  tractors  in  North  America  are 
equipped  with  Rockwell  axles  — 
and  more  than  half  of  the  heavy- 
duty  trucks  stop  with  Rockwell 
brakes.  We're  also  a  major  supplier 
of  drivelines,  steel  and  styled 
aluminum  wheels,  mechanical 
devices,  castings,  stainless  steel 
wheel  covers  and  other  components 
for  trucks,  trailers,  buses,  vans  and 
passenger  cars. 

Our  Cam- Master®  "Q"®  is  the 
latest  in  the  most  widely  used  series  of 
heavy-duty  air  brakes  in  the  trucking 
industry.  The  "Q"  is  known  as  "the 
no-sweat,  no-tools  brake,"  because  its 


special  design  permits  changing 
brake  shoes  without  tools,  in  less  than 
two  minutes. 

Rockwell's  extensive  product 
line  of  mechanical,  hydraulic,  cam 
and  wedge  brakes  is  the  result  of  over 
a  half-century  of  design,  engineering 
and  manufacturing  experience.  Our 
most  popular  brake  designs  have 
been  proved  on  and  off  the  highway  in 
literally  billions  of  miles  on  the  job. 


The  brake  shoes 
in  this  Cam-Master  "Q"  brake  can  be  changed 
n  less  than  tu'o  minutes  —  without  using  tools. 


Also  aboard  is  our  new 
lectronic  Flight  Instrument 
System  which  displays 
attitude  and 
navigation  data. 


Aerospace. 

(Sales,  fiscal  1979:  $1.6  billion.) 

We're  prime  contractor 
to  NASA  for  its  Space  Shuttle 
orbiters  and  their  main  engines, 
and  for  integrating  the  entire  Space 
Shuttle  system  including  selected 
payloads.  We  build  rocket  engines  for 
lany  other  applications,  too,  and  several 
pes  of  Earth-orbiting  satellites.  We  also 
3ve  a  long,  proud  history  as  a  designer 
id  builder  of  business  and  military 
rcraft. 


General  Industries. 

(Sales,  fiscal  1979.  $1.2  billion.) 


Electrical  power/or  the' 
avstar  Global  Positioning  System  satellites 
is  provided  by  solar  arrays  which  swivel 
to  track  and  capture  the  sun 's  light. 

Our  current  satellite  projects 
elude  a  new  $86.1  million  contract 
r  "the  brightest  star  in  navigation 
story"  —  Navstar  —  designed  and 
jilt  by  Rockwell  for  the  U.S.  Defense 
apartment's  Global  Positioning 
'Stem  (GPS).  When  fully  operational 
the  mid-1980s,  GPS  will  utilize  24 
avstar  satellites  orbiting  11,000  miles 
>ove  the  Earth.  Beaming  a 
mtinuous  stream  of  signals,  the 
stem  will  enable  land,  sea,  air  and 
iace  navigators  to  determine  their 
isitions  to  within  30  feet,  their  speed 
within  a  fraction  of  a  mile  per  hour 
-and  the  correct  time  to  within  a 
illionth  of  a  second. 


Rockwell  is  one  of  the  world's 
largest  suppliers  of  high-technology 
valves  for  the  energy  market  and  for 
general  industry.  We  also  make 
printing  presses,  textile  equipment, 
power  tools,  industrial  sewing 
machines,  and  products  for  utilities, 
including  over  one-fourth  of  all  the 

meters  purchased  by  America's 
municipal  water  departments. 
Our  extensive  technology  is 
also  applied  to  the  world's  growing 
need  for  alternate  sources  of  energy. 
We're  involved  in  projects  for  nuclear 
energy,  coal  gasification, 
flue  gas  desulfurization, 
and  solar,  wind  and 
geothermal  power. 

We  also  manufacture 
gas  meters  for  industrial 
applications.  And  our  new 
MPG  Gas  Flow  Computer,  an 
application  of  our  microelectronics 
technology,  can  be  connected  directly 
to  our  meters  to  provide  extensive, 
highly  accurate  flow  data  at  the  push 
of  a  button. 


Each  Nav star's 
rubidium  clock 
is  so  accurate ,  it  will  gain 
or  lose  no  more  than 
one  second  in 
30,000  years. 


computations 
•  performed  in  seconds  - 
continuously  calculated  to  ten  places. 


Earnings  up  in  '79 
4th  consecutive  year. 

Rockwell  International's  total 
sales  for  fiscal  1979  were  $6.2  billion, 
up  16  percent  over  $5.3  billion  in  the 
prior  year.  Net  income  totaled  $261.1 
million,  or  $7.33  per  share,  an 
increase  of  48  percent  over  1978  net 
income  of  $176.6  million,  or  $5.02 
per  share.  Return  on  average  equity 
has  increased  to  18  percent,  which 


Return  on  average  equity 


10.6% 


13.6% 


18-O'f 


1975    1976     1977     1978  1979 


is  a  substantial  improvement  over 
the  previous  year  and  nearly  twice 
that  of  1975.  This  should  place  the 
company  among  the  top  one-third  of 
the  100  largest  companies  in  the 
1979  FORTUNE  500  Directory. 

For  more  of  the  Rockwell  story, 
please  write  us  for  a  copy  of  our 
annual  report:  Rockwell  International, 
Dept.  815R-24,  600  Grant  Street, 
Pittsburgh,  PA  15219. 


Rockwell 
International 


. . .  where  science  gets  down  to  business 
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You  cant  lose 
them  all 


Municipal  and  state  financing  has  always 
had  an  important  claim  on  the  attention 
of  Forbes'  editors — and  readers.  More 
than  that,  the  subject  has  been  the  prov- 
ince of  some  of  the  most  sophisticated 
people  in  underwriting  and  money  man- 
agement. Yet  they  have  been  willing  to 
operate  in  an  aura  of  mystery  and  confu- 
sion. While  private  sector  financing  has 
had  the  benefit  of  extensive  financial 
reports  prepared  according  to  generally 
accepted  accounting  principles,  munici- 
pals underwri tings  have  been,  for  the 
most  part,  conducted  without  benefit  of 
any  comparable  light.  What's  more,  they 
have  relied  almost  entirely  on  ratings  of 
past  performance  by  two  private  organi- 
zations and,  perhaps  as  important,  on 
the  conviction  that  no  significant  gov- 
ernment has  defaulted  since  the  1930s. 

Then  came  the  New  York  City  insol- 
vency of  1975,  the  near  bankruptcy  of 
Cleveland  in  1 978  and  now  the  disastrous 
plight  of  Chicago,  to  name  but  a  few. 

Only  months  ago  shrewd  observers 
still  thought  of  Chicago  as  the  city  that 
works.  Well,  it  turns  out  that  what 
worked  was  the  late  Mayor  Richard  Da- 
ley's ability  to  cook  the  books  or  ignore 
them  altogether.  No  more.  Chicago,  New 
York,  Cleveland  and  lots  of  other  govern- 
mental -entities  not  only  don't  work  but 
haven't  in  years.  We  may  never  know 
when  they  stopped  working.  It  has  been 
years,  maybe  decades,  since  many  public 
officials  have  been  able  to  distinguish 
between  realistic  numbers  and  fantastic 
expectations,  if  they  ever  could. 

But — cheer  up — that  may  be  about  to 
change.  The  good  news  isn't  so  much 
that  things  are  looking  up  but  rather  that 
the  odds  are  getting  better  that  we'll  at 
least  be  able  to  know  how  bad  things  are, 
how  deep  an  abyss  it  is  into  which  we 
are  dropping  our  tax  dollars.  A  minuscule 
consolation  perhaps,  but  a  beginning 
nevertheless. 

The  reasons  for  the  hope  are  outlined 
in  this  issue's  Numbers  Game  feature  (p. 
92).  Senior  Editor  Geoff  Smith,  who 
oversees  this  section,  had  for  some  time 
been  contemplating  the  plight  of  inves- 
tors flying  blind  into  municipals  and  the 
burden  of  fellow  taxpayers  doing  their 
duty.  It  was  time,  he  figured,  to  look  into 
recent  efforts  by  the  accounting  profes- 
sion and  some  politicians  to  bring  a  sem- 
blance of  sanity  and  integrity  to  the 
game  of  government  finance. 


Reporter  Richard  Greene,  a  son  q 
Connecticut  who  writes  Number 
Games,  decided  early  on  to  call  hi 
hometown  of  West  Haven,  Conn,  to  sei 
how  much  the  home  folks  knew  abou 
their  finances.  After  a  string  of  phom 
calls  to  the  appropriate  official  that  hav< 
yet  to  be  returned,  Greene  has  concludec 
that  West  Haven  is  not  in  the  forefron 
of  fiscal  reporting.  While  waiting,  how 
ever,  he  managed  to  assemble — with  the 
aid  of  Reporter-Researcher  Thomas  Ba 
ker — the  definitive  progress  report  on 
the  uphill  battle  to  bring  reason  to  gov 
ernment  accounting. 

Along  the  way,  Greene  managed  tc 
butcher  a  sacred  cow  or  two,  puncture 
some  myths  and  even  bring  to  our  hearts 
the  hope  that  a  lucid  presentation  of  the 
plight  of  our  cities  and  states  will  arm 
civil  servants  with  the  ammunition  tc 
withstand  the  demands  of  elected  off i 
cials  and  union  negotiators. 

If  you  thought  that  New  York  State 
with  its  above-the-battle  comptroller  ol 
two  decades,  was  a  model  of  fiscal  ration 
ality,  you'll  be  surprised.  If  you  thought 
that  the  State  of  Maryland,  with  its  pa 
rade  of  corrupt  officials,  was  a  swinish 
wallow  of  dubious  numbers,  you  will  also 
be  surprised. 

With  the  beginnings  of  accurate  book- 
keeping by  government  officials,  we  are 
told,  we  will  start  getting  some  better 
sense  of  the  inadequacies  of  municipal 
bond  ratings.  Those  formerly  unassail 
able  grade  labels  apparently  have  been 
founded  too  often  on  nothing  more  sub 
stantial  than  the  ancient  history  of  de- 
clining cities  and  the  baseless  projec- 
tions of  their  administrators. 

What  we  will  discover  when  we  finally 
can  get  our  hands  on  reliable  balance 
sheets  and  income  statements  from 
cities  and  states  may  be  almost  as  de- 
pressing as  the  string  of  lugubrious  re- 
ports we've  been  getting  from  city  hall 
for  years  now.  But  the  prospect  of  know- 
ing what  to  expect  will  help  investors 
make  sensible  decisions  about  munici- 
pals holdings.  And,  finally,  we  may  know 
something  of  the  state  of  our  govern- 
ment institutions  and  their  ability  to 
serve  the  public  interest.  From  that, 
some  good  must  surely  come.  After  all,  as 
Greene  reminds  us,  the  U.S.  Constitu- 
tion was  hammered  out  in  the  wake  of 
another  financial  debacle. 
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Now  that  you've  decided  to  buy  a  new  GM  car  or  truck: 

Make  sure 
the  repair  plan 

you  buy  passes 

the  "YES"  test. 


Say  yes  to  the  repair  plan  that  says  yes  to  you  - 
General  Motors'  Continuous  Protection  Plan. 

For  3  years  or  36,000  miles  -  whichever  comes 
first,  the  GM  Plan  pays  major  repair  bills  for  78 
components  of  nine  major  assemblies 

And  GM  provides  a  car  rental  allowance  if 
your  car  becomes  inoperative  requiring  overnight 
repair  for  any  condition  covered  under  the  GM  new 
vehicle  limited  warranty  -  and  after  the  warranty 


for  failure  of  any  components  covered  by  the  Plan. 

There  are  other  important  features.  Compare  it 
with  other  plans  and  we're  sure  you'll  choose  GM 
peace  of  mind. 

Take  any  other  plan  you  may  be  considering, 
read  it  carefully  and  fill  in  its  coverage  in  the  blanks 
on  the  checklist  below. 

We  don't  think  you'll  find  another  repair  plan 
that  even  comes  close. 


COMPARE  THE  GM  CONTINUOUS  PROTECTION  PLAN  WITH  ANY  OTHER  REPAIR  PLAN 


Use  this  chart  to  check  the  coverage 
of  any  other  repair  plan 
you  may  Pe  considering 


GM  Continuous 
Protection  Plan 
Coverage 


Other  Plans 
Coverage 
(Enter  YES  or  NO) 


Covers  up  to  78  components 

Major  assemblies  covered: 
Engine 
Transmission 
Front  Wheel  Drive 
Rear  wheel  Drive 
Steering 

Front  Suspension 
Brakes 

Electrical  System 
Air  Conditioner 

Additional  Coverage: 

Honored  at  over  15,000  dealers  in  the  U.S.A. 
and  Canada 

Rental  car  allowance  for  any  warranty  condition 
requiring  overnight  repair  due  to  vehicle  disablement. 
$25  towing  allowance  for  any  reason  during  warranty 
60-Day  money-back  trial  offer 


YES 

YES 
YES 
YES 
YES 
YES 
YES 
YES 
YES 
YES 


YES 

YES 
YES 
YES 


Don't  settle  for  less 


Continuous 
Protection 
Plan 


Takes  care  of  you  as  well  as  your  car,  light  duty  truck  or  van 


Trends 


Edited  By  John  A.  Conway 


What  tax  cut? 

Washington  may  have  cut  federal  taxes 
last  year  but  with  inflation  running  at 
more  than  13%  for  1979,  not  many 
Americans  are  going  to  notice  it,  accord- 
ing to  a  new  report  by  the  Advisory 
Commission  on  Intergovernmental  Rela- 
tions (composed  of  federal,  state  and  mu- 
nicipal officials  and  supported  by  con- 
gressional appropriations).  John  Shan- 
non, the  Commission's  taxman,  notes 
that  pay  raises — which  didn't  come  near 
matching  the  inflation  pace — nonethe- 
less pushed  many  taxpayers  into  higher 
brackets.  As  a  result,  he  says,  married 
couples  with  two  children  will  end  up 
paying  more  rather  than  less  to  Uncle 
Sam.  (The  exception:  A  family  of  four 
above  the  $20,000  level  gets  a  slight  re- 
duction.) Shannon  plans  to  use  his  find- 
ings as  another  argument  to  index  federal 
and  state  income  taxes  so  that  brackets, 
exemptions  and  standard  deductions  are 
tied  to  the  inflation  rate.  That  way,  a 
raise  won't  penalize  a  taxpayer.  (Six 
states,  Arizona,  California,  Colorado, 
Iowa,  Minnesota  and  Wisconsin,  already 
use  some  form  of  indexing.)  Shannon 
faces  stiff  opposition  both  from  the 
White  House  and  in  Congress.  His  oppo- 
nents look  on  indexing  as  a  surrender  to 
inflation. 


Smoking  by  sex 

The  swirling  increase  of  cigarette  smok- 
ing among  teenagers  seems  to  have 
stopped,  according  to  a  new  survey  by 
the  government's  National  Institute  of 
Education.  The  percentage  of  teenage 
boys  lighting  up  fell  from  15.8%  to 
10.7%  between  1974  and  1979  while  the 
share  of  girl  puffers  went  from  15.3%  to 
12.7%,  meaning  that  young  women  can 
now  be  found  more  often  in  the  smoke- 
filled  rooms.  The  survey  also  discovered 
that  if  none  of  a  family's  elders  smokes,  a 
teenager's  chances  of  joining  the  ranks 
are  less  than  1  in  20  and  that  youngsters 
taking  college-prep  courses  in  high 
school  appear  less  likely  to  be  smokers. 
Not  surprisingly,  teenage  users  have 
friends  who  smoke,  and  vice  versa. 


Past  and  present 

Showman  Billy  Rose  used  to  boast  that 
his  home  was  furnished  with  "all  the 
latest  antiques."  He  wasn't  kidding.  Hot- 
off-the-lathe  reproductions  of  classic  fur- 
niture are  big  business.  One  manufactur- 
er, Baker,  Knapp  &  Tubbs,  a  division  of 
North  American  Philips,  has  just  opened 
a  showroom  in  London  and  estimates 
that  its  European  sales  this  year  will 
reach  $6.9  million.  Baker,  Knapp  sells 


U.S. -made  reproductions,  some  based  on 
an  antique  collection  from  Charleston, 
S.C.,  others  Sheraton  and  Queen  Anne 
copies.  The  price  tags  run  from  about 
$350  for  a  sma-11  Regency  table  to  close  to 
$21,000  for  a  replica  of  an  early  19th- 
century  gun  cabinet  whose  original  is 
owned  by  the  Duke  of  Bedford.  Baker, 
Knapp's  London  manager,  David  Cala- 
han,  explains  why  his  pseudo-antiques 
command  such  prices.  "We  only  copy 
pieces  that  are  actually  in  museums.  If 
you  could  buy  the  originals,  which  you 
hardly  ever  can,  you  would  have  to  pay 
several  hundred  thousand  dollars." 


Invaders  on  wheels 

One  man  who  doesn't  buy  those  dire 
predictions  that  foreign  carmakers  will 
keep  driving  away  with  an  ever-larger 
share  of  the  U.S.  automobile  market  is 
Arvid  Jouppi,  a  longtime  Detroit  analyst 
for  John  Muir  &  Co.,  the  brokerage 
house.  Imports  have  hit  their  peak  and 
will  start  to  skid  in  1980,  he  says.  He  also 
doubts  that  foreign  cars  will  win  the  30% 
share  of  the  American  market  next  year 
that  has  been  predicted.  (They  garnered  a 
little  more  than  21%  in  1979.)  The  rea- 
son, Jouppi  thinks,  is  that  as  U.S.  firms 
continue  to  crank  out  more  and  more 
small  cars,  imports  will  start  to  lose  their 
appeal  and  crest  at  about  2  million  cars 
this  year.  They  sold  2.3  million  in  1979. 


Back  to  the  tube 

After  little  activity  in  network  television 
for  most  of  the  Seventies,  Armour  &  Co. 
(now  owned  by  Greyhound  Corp.)  is 
jumping  in — whole  hog.  To  redirect  the 
company's  emphasis  on  the  consumer 
market,  President  Donald  J.  Shaughnessy 


Bob  Hope 


TV  wins  back  a  big  budget. 


has  decided  to  put  about  $8  million  int 
the  tube  this  year,  primarily  for  "spe 
cials."  In  March,  the  company  will  spen 
more  than  $1  million  for  1 1  commercial) 
lasting  six  minutes  on  that  month' 
"Bob  Hope  Special."  Shaughnessy  e)fl 
pects  to  sponsor  a  second  network  ex 
travaganza  in  June,  another  in  Novem 
ber,  and  Armour  is  also  scheduled  to  bu 
part  of  the  Emmy  TV  awards  show  i] 
September. 


Cash  versus  card 

Britain's  9  million  credit-card  carriers 
who  now  pay  more  than  30%  interest  on 
carded  debt,  could  be  handed  anothe 
good  reason  to  start  using  real  rathe 
than  plastic  money — discounts  for  cash 
During  the  cards'  14-year  history  in  th« 
U.K.,  retailers  have  absorbed  the  2%  tq 
5%  commission  charged  by  the  issuing 
companies,  which  also  insisted  that  sell 
ers  keep  prices  the  same  for  cash  anc 
card  customers.  Then,  four  years  ago  dur 
ing  a  gasoline  price  war  (yes,  a  gas  war) 
some  stations  began  giving  discounts  tc 
cash  customers.  This  caught  the  eye  ol 
the  government's  Monopolies  &  Mergers 
Commission,  and  in  June  the  Commis- 
sion is  due  to  produce  a  report  that  coulc 
rewrite  the  cash-versus-card  rule  book. 
The  card  companies  obviously  won't  like 
any  change  and  the  shopkeepers  too  are 
unhappy  at  the  prospect  of  maintaining 
two  sets  of  prices. 


The  indomitable  consumer 

More  evidence  of  the  consumer's  indif- 
ference to  the  gloom-and-doom  reces- 
sion forecasts  comes  from  a  group  that 
should  know — professional  bill  collec- 
tors. "Consumers  show  very  little  sign  of 
being  caught  in  a  recession,"  says  the 
American  Collectors  Association,  which 
represents  2,778  dunning  agencies.  John 
Johnson,  the  association's  executive  vicei 
president,  says  the  debt-collection  rate 
has  been  a  good  barometer  of  consumer 
finances  for  25  years  and  that  right  now 
Americans  are  doing  fine  in  catching  up 
with  overdue  bills.  "If  debtors  have  been 
laid  off,  lost  big  chunks  of  their  income 
or  can't  work  because  of  illness  or  acci- 
dent," Johnson  says,  "payments  to  col- 
lection services  drop  off  immediately 
and  sharply." 


Back  to  basics 

The  current  crop  of  college  freshmen  has 
put  money  and  the  good  life  back  in  the 
forefront  of  its  list  of  priorities,  accord- 
ing to  a  survey  conducted  by  the  Univer- 
sity of  California  at  Los  Angeles  among 
290,000  new  arrivals  on  560  campuses. 
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BUSINESS  FLYING: 
THE  HUMAN  FACTOR. 

Pilots  are  the  only  people  in  a  company  who  make 
multi-million  dollar  decisions  in  a  split  second. 


Today's  business  pilots  are  among  the 
most  skilled  and  versatile  members  of 
the  aviation  community.  They  are,  of 
course,  expected  to  operate  complex, 
sophisticated  aircraft  without  error.  And 
they  must  routinely  be  prepared  to  go 
any  place  at  any  time  — often  on  a 
moment's  notice. 

Management,  while  thriving  on  this 
versatility,  must  assure  that  pilots  have 
the  proper  tools  to  work  with.  Most 
importantly,  that  means  providing  a 
professional  training  program  to  attain 
and  maintain  proficiency  at  peak 
performance. 

Simulator  training 
True  professional  pilots  never  stop 
learning.  Proficiency  can't  be  attained  in 
routine,  day-to-day  flying  — every  pilot 
needs  a  realistic  way  to  practice  and 
perfect  all  normal  and  emergency 
procedures.  This  training  should  be 
done  under  controlled  conditions  and 
not  in  the  aircraft. 


The  answer  is  the  modern  flight 
simulator. 

A  computer-directed  simulator— in 
many  cases  costing  even  more  than  the 
aircraft  it  represents  — provides  an 
incredibly  realistic  training 
environment.  It  responds  and  reacts  just 
like  your  aircraft.  Pilots  can  even  see  a 
live  three  dimensional  image  of 
runways,  approach  lights,  landmarks, 
etc.  The  simulator  is  programmed  to 
teach  pilots  to  correctly  handle  over  100 
emergencies  that  are  either  too  risky  to 
practice  in  your  aircraft  (such  as  an 
electrical  fire)  or  are  simply  impossible 
to  simulate  in  the  air  (such  as  loss  of 
hydraulics). 

Train  without  risk  or  using  fuel 
More  than  7,000  business  pilots  who  fly 
for  over  1,350  corporations  now  train 
regularly  with  FlightSafety 
International.  Our  programs  hone  a 
pilot's  skills  to  peak  proficiency  —all 
without  ever  leaving  the  ground  or 


burning  a  drop  of  fuel.  By  utilizing  our 
FAA-approved  simulators,  your  aircraft 
never  needs  to  be  used  for  recurrent 
training.  Most  FlightSafety  clients  take 
refresher  courses,  in  concentrated  two- 
or  three-day  sessions,  while  their 
aircraft  is  in  for  routine  maintenance 
(our  Learning  Centers  are  conveniently 
located  near  factory  service  facilities). 

A  fleet  of  simulators 
FlightSafety  operates  more  simulators 
than  American  Airlines,  United,  Pan 
Am  and  TWA  combined.  And  we  are 
the  official  authorized  training 
organization  for  Airbus  Industrie,  Bell 
Helicopter,  British  Aerospace, 
Canadair,  Cessna,  Dassault,  Gates 
Learjet,  Gulfstream  American, 
Lockheed,  Mitsubishi,  McDonnell 
Douglas,  Piper,  Rockwell,  Swearingen 
and  Westwind. 

For  more  information,  send  for  our 
new  booklet,  "The  Safety  Factor:  what 
you  should  know  if  you  operate  a 
business  aircraft."  Mail  the  coupon 
attached  to  your  letterhead  or  call  Jim 
Waugh,  Vice  President  of  Marketing  at 
212  476-5723. 


The 

Safety 
Factor 


TITLE. 


COMPANY, 
ADDRKSS  _ 
CITY  


STATE- 


AIRCRAFT  TYPE  

Mail  to:  Mr.  James  S.  Waugh.  V  P  Marketing, 
FlightSafety  International.  Inc.,  Marine  Air 
Terminal,  Dept.  0-3,  LaGuardia  Airport, 
Flushing.  N.Y.  11371. 


I  


FlightSafety  J 


international 


PONTIAC  TAKES  ON 
THE  IMPORTS 

GRAND  PRIX  vs.  TOYOTA  CELICA  GT  LIFTBACK  AUTOMATIC 


If  you  think  grand  touring  cars  with 
good  gas  mileage  at  good  prices  are 
strictly  a  Japanese  art. .  .take  this 
quick  appreciation  class  in  the  art  of 
Pontiac  Grand  Prix. 
GRAND  PRIX  IS  PRICED 
$471  LESS. 

A  new  six-passenger  Grand  Prix  is 
priced  at  just  $6448,  while  the  smaller 
Toyota  Celica  GT  is  priced  at  $6919. 
This  base  car  comparison  of  manu- 
facturer suggested  retail  prices 
includes  automatic  transmission  and 
dealer  prep. Taxes,  license,  destina- 
tion charges  and  available  equipment 
additional.  Destination  charges  vary 
by  location  and  affect  comparison. 
Level  of  standard  equipment  varies. 
GRAND  PRIX  OFFERS  THE 
SAME  EST.  MPG,  BETTER 
HWY.  EST. 

Grand  Prix  and  Celica  GT  both  rate 
an  impressive®  EPA  EST  MPG  But 


'WHAT  DOES  PONTIAC  KNOW 
THAT  WE  DON'T?" 


Grand  Prix's  HWY.  EST.  of  27  is  one 
mpg  better  than  the  Toyota's. 
GRAND  PRIX  GOES  FARTHER 
ON  A  TANK  OF  GAS. 

Multiply  Grand  Prix's  db) EPA  EST 


MPG  by  its  18.1  gallon  fuel  tank  and 
you'll  see  Grand  Prix  has  an  esti- 
mated range  of  362  miles.  While 
Celica  GT's  smaller  16.1  gallon  tank 
gives  an  estimated  range  of  only 
322  miles.  Remember:  Compare  the 
"estimated  mpg''  to  the  estimated 
mpg"  of  other  cars.  You  may  get 
different  mileage  and  range  depend- 
ing on  how  fast  you  drive,  weather 
conditions  and  trip  length.  Actual 
highway  mileage  will  probably  be 
less  than  the  estimated  highway  fuel 
economy.  Mileage  and  range  esti- 
mates lower  in  California.  Grand  Prix 
is  equipped  with  GM-built  engines 
produced  by  various  divisions.  See 
your  dealer  for  details. 

Add  it  all  up  and  see  if  you  don't 
agree  Grand  Prix  is 
the  winner.  At  your 
Pontiac  dealers 
now. 


AND  WINS  BY  $471! 


Trends 


onsored  by  the  American  Council  on 
iucation,  the  UCLA  canvass  found  that 
.7%  of  the  freshmen  said  that  "being 
ry  well  off  financially"  was  a  very  im- 
rtant  goal;  in  1967,  only  43.5% 
ought  so.  Almost  64%  reckoned  that  a 
ajor  reason  for  a  college  education  was 
o  be  able  to  make  more  money";  in 
71,  that  kind  of  motivation  was  ad- 
itted  to  by  less  than  50%.  Some  of  the 
rvey's  more  broad-brush  findings:  To- 
y's freshmen  are  interested  in  busi- 
ss,  bored  with  politics,  tend  to  be  reli- 
ms — and  like  to  drink  beer. 


Farmers'  money 

hat  do  farmers  think  of  the  embargo 
grain  shipments  to  the  U.S.S.R.?  Not 
jch,  if  they  agree  with  the  economists 
the  American  Farm  Bureau  Federation, 
10  expect  net  farm  income  to  drop  to 
5.9  billion  this  year,  down  $  1 .4  billion, 
5.1%,  from  the  $27.3  billion  expected 
fore  President  Carter  closed  the  eleva- 
rs.  (The  farmers'  net  in  1979  was  $33 
lion,  second  highest  on  record.)  The 
leration's  economists  say  farmers 
ould  brace  for  1980  wheat  prices  aver- 
ting 6  cents  a  bushel  less;  corn,  10  cents 
oishel  less  and  soybeans,  10  cents  less, 
because  of  the  embargo. 


Big  Brother,  the  builder 

aditionally,  local  communities  have 
lously  guarded  their  rights  to  regulate 
nstruction  but  that  could  change. 
Lree  and  a  half  years  ago,  Congress 
ected  that  national  energy  perfor- 
ince  standards  be  created  for  new 
ildings.  The  Department  of  Energy  is 
ally  ready  to  unveil  them.  Hearings 
ve  been  scheduled  on  the  rules  for  this 
ring.  After  that,  they  will  go  to  Capitol 
11  for  final  approval,  including  authori- 
tion  of  sanctions  to  enforce  them.  (The 
nalties  could  include  power  to  with- 
ld  building  loans  from  federally  sup- 
rted  banks.)  Both  the  hearings  and  the 
bsequent  congressional  action  should 
ok  up  a  storm  of  controversy  over  the 
:a  of  a  coast-to-coast  blanket  code  for 
nstruction.  Opponents  have  reason  to 
tnur.  The  Department  of  Housing  & 
ban  Development,  for  instance,  has 
jvided  a  sample  of  how  Washington- 
creed  standards  can  work.  HUD  decid- 
that  adobe,  the  sun-dried  brick  and  the 
sic  building  material  of  the  bone-dry 
uthwest  for  centuries,  needed  changes 
qualify  for  government  financing.  The 
ditives  raised  costs  to  where  HUD  re- 
>ed  to  finance  them.  And  Indians  in  the 
uthwest  have  adobe  buildings  that 
ve  been  in  use  for  700  years. 


Robertshaw's 
digital  "brain" 

will  direct 

24-hour  . 
energy  savings 

in  Mobil's  new  office  building. 

Following  the  sun  with  photo-sensors  to  turn  off  excess  lighting.  Meeting 
peak  demands  at  lowest  cost  by  shifting  electric  loads  and  by  storing  hot 
or  chilled  water.  Using  its  own  weather  station  data  to  optimize  heating/ 
cooling.  In  Mobil  Oil  Corporation's  new  building,  computer-controlled 
Robertshaw  automation  will  cut  energy  usage  and  boost  operating  effi- 
ciency. It  will  also  monitor  the  building  security  system. 

Flexible,  money-saving  automation  is  one  of  Robertshaw  s  many  ca- 
pabilities. For  details,  write  to  Robertshaw  Controls  Company,  Dept 
CSF,  P.O.  Box  26544,  Richmond, 
VA  23261.  Or  call  804/281-0700. 
Exports:  call  Robertshaw  Interna- 
tional Operations,  804/285-4161. 


The  Energy  Control  Company 


A  NEW  AND 
BETTER  WAY 

There  is  a  better  way  of  managing  your  organization's 
facility  planning,  design,  procurement  and  construction.  In 
the  process  there  can  be  very  significant  improvements  in 
time  and  cost  control,  including  energy  and  other  life 
cycle  costs.  To  optimize  the  use  of  our  services  contact  us 
before  architects,  engineers  or  contractors  are  appointed. 

ATLANTA:  (404)  881-1666.  Telex  54-2165,  880  W.  Peachtree  St.,  N.W.,  Atlanta, 
Georgia  30309  BALTIMORE:  (301)  944-3700  LOS  ANGELES:  (213)  479-4256 
MIAMI:  (Polizzi/Heery)  (305)  667-1094  LONDON,  U.K.:  (Heery-Farrow  Ltd.)  (01) 
200-1234,  Telex  851-922991  AMMAN,  JORDAN:  42451,  Telex  21567 

HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 
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FollowThroiigh 


No.  524  Mesh 


No  525  Nylon  (Linedl 


No-  526  Cotton  (Lined) 


ADJUSTABLE  GRP6 

WITH  EMBLEMS  USE  FOR: 

Safety  awards,  incentive  for  production  goals,  product 
promotion,  advertisement,  conventions,  company 
picnics,  trade  shows,  attendance  awards. 
Choose  the  cap  that  fits  your  need.  Send  us  a  copy  of 
your  logo  or  a  rough  pencil  sketch  and  we'll  do  the  rest. 
Your  emblem  expertly  made  and  sewn  on  the  best  caps 
available. 

Please  furnish  the  following  information: 

.  Style  No.    How  Many   

•  Copy  For  Emblem 
.  Color 


Royal  Blue,  Navy  Blue,  Red, 


Black,  Orange,  White,  Gold,  Kelly  Green 
Price  includes  one  1-coior  emblem  sewn  on  front  ot  cap. 
(Minimum  Order  —  72) 


72 

144 

288 

432 

864 

1728 

$3.65 

each 

S3  10 
each 

$2.95 
each 

$2.85 
each 

$2.75 

each 

$2.65 

each 

ARDIIMA 

CAP  &  JACKET  CO. 


Highway  460-36     Box  275       TOLL  FREE 
Grundy,  VA  24614  800/356-0551 

Alaska,  Hawaii  and  Virginia 
Call  Collect  703/935-4545 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $2-i.00  □  3  years 
$48.00  (the  equiv  alent  of  one  year  free  I 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $12  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (plea.se  print  I 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 


What  the  CEO  didn't  say 

Borg- Warner's  CEO  James  F.  Bere'  rated 
high  marks  from  Forbes  (Feb.  IH)  for  the 
way  he  ran  the  Chicago-based  industrial 
giant — with  one  reservation.  Bere'  wanted 
to  use  some  of  his  pile  of  liquid  capital, 
Forbes  reported,  to  buy  enough  additional 
shares  of  Hughes  Tool  to  raise  B- W's  stake 
in  the  world's  fourth-biggest  oil-tool  com- 
pany from  17%  to  more  than  20%.  Then 
he  could  meld  his  Hughes  earnings  into  his 
own  firm's  and  neutralize  an  expected 
drop  in  1980  profits.  Forbes'  question 
was:  "Why  should  Borg-Warner  use  its 
cash  to  buy  Hughes  Tool  at  15  times 
earnings  when  it  could  buy  its  own  shares 
at  5  times  earnings?"  Bere'  brushed  it 
aside — because  he  had  figured  out  another 
way  to  get  the  stock.  Borg-Warner  now 
plans  to  sell  Hughes  Tool  its  wholly  owned 
subsidiary,  Centrilift,  which  makes  sub- 
mersible pumps,  for  another  1.2  million 
Hughes  shares  valuedat  about  $75  million. 
So  Bere  has  the  20%  of  Hughes  that  will  let 
him  consolidate  those  earnings,  protect 
his  profits  against  recession — and  keep 
his  cash  safe  at  home. 

Our  pure  air 

A  Boston  supermarket  heir's  dream  of 
owning  a  TV  station  in  his  hometown 
had  turned  into  a  nightmare  for  the  giant 
General  Tire  &  Rubber  Co.  and  its  broad- 
casting subsidiary,  RKO  General,  Forbes 
reported  last  year  (Oct.  15,  1979).  Last 
month  the  Federal  Communications 
Commission,  largely  as  a  result  of  David 
G.  Mugar's  ten-year  struggle  to  fulfill  his 
dream,  capped  General  Tire's  troubles  by 
stripping  RKO  of  its  licenses  to  operate 
TV  stations  not  only  in  Boston  but  also 
in  New  York  and  Los  Angeles,  where 


TV  transmission  ton  er  in  Xeir  York 
New  standards  for  broadcast  purity. 


challengers  had  adopted  Mugar's  argu| 
ments  as  their  own. 

The  FCC  decision,  in  fact,  meant  thai 
General  Tire's  entire  broadcasting  open 
ation,  four  TV  stations  and  a  dozen  radi  [ 
outlets  worth  at  least  $400  million,  coul  I 
go  by  the  board.  The  FCC  had  decide  [ 
that  RKO  was  morally  unfit  to  use  thl 
airwaves  because  of  its  parent's  wrongdcl 
ing,  the  first  time  any  major  license  hold| 
er  had  been  hit  by  such  a  judgment. 

And  what  of  David  Mugar?  Aftel 
spending  ten  years  of  yearning  and  $  [ 
million  of  his  own  money,  he  still 
doesn't  have  his  Boston  TV  station,  all 
though  he  is  probably  still  the  leading 
contender  for  that  license. 

General  Tire  is  turning  to  the  court  | 
and  promises  to  fight  the  FCC  ruling  al 
the  way  to  the  U.S.  Supreme  Court.  (Thtl 
first  stop  will  be  the  federal  distric  [ 
bench  in  Washington,  D.C.,  which  rel 
views  FCC  actions.)  Meanwhile  th<| 
commission  is  bracing  for  fulfillment  oil 
Forbes'  prophecy  that  if  RKO  lost,  "the! 
line  of  challengers  trying  to  wrest  hi 
censes  from  'immoral'  conglomerates! 
will  suddenly  burgeon." 

The  ruling  (to  be  issued  formally  in  thel 
next  few  weeks)  actually  works  againsil 
both  sides.  Mugar  had  hired  the  sleuthsl 
who  spotlighted  General  Tire's  corporate! 
sins,  a  crusade  that  eventually  forced  thel 
big,  Ohio-based  conglomerate  to  producej 
a  333-page  catalog  of  wrongdoing  thai 
included  bribery,  political  slush  funds 
and  payoffs  and  violations  of  the  anti- 
trust laws.  Eventually,  he  got  RKO  tcl 
agree  to  sell  him  its  Boston  station  for  al 
rock-bottom  price  of  $54  million  (it  hasl 
been  appraised  at  $100  million)  and  hadj 
lined  up  to  borrow  potential  capital  of  I 
$57.5  million  to  swing  the  deal  and  runl 
WNAC-TV.  To  blunt  the  challenge  of  a| 
rival  Boston  group  heavily  weighted  to- 
ward minorities,  Mugar  had  engineered  a  | 
merger.  That  took  care  of  the  FCC's  stat- 
ed policy  (and  the  expressed  desires  ofll 
critical  federal  judges)  to  give  minorities! 
better   entree   into   broadcasting.  HisJ 
problem  now  is  that  the  merger  and  the 
purchase  of  WNAC  had  been  predicated] 
on  the  FCC  approving  RKO's  license. 

Now  that  the  commission  has  instead  I 
lifted  it,  RKO  and  General  Tire  obviously  | 
can't  sell  it  to  Mugar  or  anyone  else. 

The  irony  is  that  by  sending  Mugar  I 
back  to  square  one  the  FCC  has  given 
him  his  best  case  and  an  opportunity  to 
wind  up  owning  WNAC  for  nothing.  Any 
"distress  sale"  of  the  station,  such  as  he 
had  arranged,  is  now  probably  impossi- 
ble, according  to  one  FCC  lawyer.  Mu- 
gar's original  1969  application,  however, 
has  an  excellent  chance.  The  precedent 
is  a  Supreme  Court  ruling  that  "timeh' 
filed"  applications  [i.e.,  the  earliest  ones 
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WE'VE  ELIMINATED  THE  MAJOR 
CAUSE  OF  COPIER  MISTAKES. 

HUMAN  ERROR. 


The  best  way  to  eliminate  copier 
mistakes  is  to  make  a  copier  that's 
virtually  people  proof.  And  that's 
exactly  what  Toshiba  has  done  with 
our  dry-toner,  plain-paper  copiers. 

The  keys 
to  easy  operation. 

When  using  the  Toshiba 
BD  728,  your  employees  can 
be  assured  of  perfect  copies 
every  time,  thanks  to  the  automa- 
tic toning  system  that  carefully  and 
automatically  adds  toner  when 
necessary. 

The  BD  728  also  features  a 
digital  keyboard  that  keeps  your 
employees  from  making  expensive 
copying  errors.  After  they  key  in  and 
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make  the  number  of  copies  they  want 
(up  to  99),  an  automatic  reset  control 
shifts  the  number  back  to  "0."  That 
means  the  next  person  won't  waste 
paper  by  making  unnecessary 
copies.  At  a  speed  of  15  copies 
per  minute,  that's  important. 

But  we  didn't  stop  there. 

The  BD  7 28  offers  dual  cas- 
settes, a  sheet  by-pass,  the  ease  of 
quiet  operation  and  quick  warm- 
up,  plus  the  ability  to  make  copies 
up  to  ll"x  17" 

When  you  combine  all  these 


features,  you  ve  got  a  copying  system 
that  really  stacks  up. 

The  BD  707 
lets  your  business  flow. 

Copying  has  never  been  easier 
than  with  this  compact  and  econom- 
ical machine.  The  multiple  copy 
dial  automatically  returns  to  "  1" 
after  making  the  desired  amount 
of  copies. 

The  Toshiba  BD  707  is  out- 
standing in  making  copies  that  are 
both  clean  and  clear,  picking  up 
those  delicate  half-tones  that  other 
copiers  often  miss. 


Plus  there's  a  sheet  by-pass  facil- 
ity, which  allows  for  greater  flexibility. 
It  all  adds  up  to  a  value  copier  that's 
designed  to  aid  your  organization. 

The  BD  909 
rounds  out  the  line. 

Last,  but  certainly  not  least,  at  the 
top  of  the  line  is  the  Toshiba  BD  909 
copier.  It's  a  full-featured  unit  that 
includes  full  11" x  17"copying  ability,  a 
speed  of  20  copies  per  minute,  500- 
sheet  cassette  capacity,  sheet  by-pass, 
plus  50%  reduction  capability  that 
enables  your  employees  to  copy  two 
8VTx  11"  documents  onto  a  single  Wi 
x  11" sheet.  Toshiba's  true  plain-paper 
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copiers.  Now  your  employees  can 
make  all  the  copies  they  want  without 
making  the  mistakes  you  don't  want. 


TOSHIBA 

Toshiba  America.  Inc 

© 

Business  Equipment  Division 

280  Park  Avenue,  New  York.  N  Y  10017 

Please  tell  me  more  about  the 
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Toshiba  BD  728,  707,  and  909  Copiers 
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Follow-Through 


What  are  you  going  to  do 
when  you  emit  charge  anymore 
for  your  products  ? 


If  you  pass  on  too  many  cost  in- 
creases, it  won't  take  too  long  be- 
fore your  customers  will  pass  up 
what  you're  trying  to  sell. 

If  you  don't  pass  on  cost  in- 
creases, you  start  losing  money. 

It's  a  tough  problem.  But  fortu- 
nately, there's  a  good  way  to  solve 
it.  With  a  Bodine  assembly  ma- 
chine. 

ABodme  machine  is  designed  to 
increase  your  productivity  by  au- 
tomating the  one  place  where  you 
can  probably  save  the  most— your 
small  parts  assembly  operation. 
The  fact  is,  a  Bodine  machine  just 
may  be  able  to  cut  the  cost  of  small 


parts  assembly  by  95%  or  more. 

At  the  same  time,  it  can  cut  war- 
ranty and  liability  costs.  Because  a 
Bodine  machine  can  provide  100% 
inspection  and  verification  of  all 
parts. 

The  result  is  a  higher  quality 
product  at  lower  cost.  If  that 
sounds  like  the  kind  of  thing  you'd 
like  to  hear,  call  Frank  Riley,  our 
Vice  President.  He'll  tell  you  even 
more.  The  Bodine  Corporation,  317 
Mountain  Grove  St., 
Bridgeport, 
CT  06605. 
(203)  334-3107. 
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filed  before  the  deadline)  should  rate  firs 
consideration.  The  proposed  combin; 
tion  of  Mugar  and  his  minonty-orientc 
rival,  the  lawyer  thinks,  should  have  li 
tie  trouble  winning  FCC  approval. 

Whatever  Mugar's  future  as  a  broac 
caster,  it  is  clear  that  the  FCC  has  move 
away  from  its  often  criticized  history  <| 
routinely  renewing  the  station  license 
of  billion-dollar  corporate  applicants  an 
giving  short  shrift  to  smaller  "ove: 
filers,"  as  the  FCC  calls  them.  (The  lr 
dustry  has  a  blunter  word,  "pirates." 
True,  the  week  after  knocking  dow 
General  Tire,  the  FCC  did  okay  the  re 
newal  of  a  license  for  a  Westinghouse  T] 
station  in  San  Francisco,  although  a  con- 
munity  group  there  had  argued  that  th 
corporate  parent's  crimes  tainted  its  sub 
sidiary's  fitness.  The  commission,  how 
ever,  had  also  made  plain  that  the  tw 
cases  were  different  and  that  future  ovei 
filers  would  have  to  prove  not  only  sin  o: 
the  part  of  a  big  corporation  but  also  tha 
its  relations  with  a  broadcasting  subsid 
iary  justified  charging  the  child  with  th 
parent's  guilt.  The  FCC  obviously  sa\ 
big  differences  between  the  General  Tir 
and  Westinghouse  cases.  (For  one  thing 
one  man,  Thomas  O'Neil,  was  chairma 
of  both  General  Tire  and  RKO.) 

The  one  clear  message  is  that  th 
FCC's  license  approvals  will  now  b 
based  on  different  criteria  or  at  least  on 
fresh  reading  of  the  old  rules.  That  alon 
has  been  enough  to  send  tremors  throug] 
bankers  and  investors  who  are — or  ma 
be  asked  to  be — involved  in  financing 
broadcast  operations. 


Paper  gold 

Even  metaphorical  gold  has  shot  skyi 
ward.  Two  years  ago,  Forbes  (Trout,  Jan 
23,  1978)  told  how  what  it  called  "th« 
solid  gold  paperback,"  a  dry-as-dust,  292 
page  volume  called  the  Tiipp/Wbc/cui  Xcu 
Products  Source  Book,  had  jumped 
price  from  $12,000  a  copy  (25  printed,  IS 
sold)  in  1977  to  $15,000  in  1978.  The 
book  listed  research  discoveries  that  ir) 
the  judgment  of  Alan  Tripp  and  Genfi 
Whelan,  the  two  admen  who  had  startec 
Produtts  Resources  International  ir 
1974,  represented  marketable  possibili 
ties  in  the  health  and  personal  care  field 
Their  idea  was  to  help  firms  in  those 
fiercely  competitive  fields  save  research 
and  development  costs  by  putting  therr 
in  touch  with  inventors  of  what  Tnpj 
and  Whelan  call  "preinvented  innova 
tions."  Their  solid-gold  paperbacks  of 
fered  in  42  countries  by  IMS  Amenc 
Ltd.,  the  drug  and  medical  information 
firm,  sell  full-price  for  $50,000  a  year,  oi 
$36,000  for  charter  members. 
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Where  in  the  USA.  can  a  business 
earn  a  million  dollars  profit  and  pay  only 

$26,115  in  income  tax? 


On  June  2,  1978  the  Gover- 
nor of  Puerto  Rico  signed 
the  most  attractive  industrial 
incentives  law  under  the 
American  Flag. ' 

Take  a  look  at  the  adjacent 
profit  model  based  on  the 
new  incentives  law  and  com- 
pare the  figures  to  the  taxes 
you're  currently  paying.  You'll 
see  why  -Puerto  Rico  could 
be  the  ideal  location  for 
your  company,  or  your  client's 
next  move. 


INCOME  TAX  CALCULATION 

Sales  $10,000,000 

Production  Worker  Payroll  1 ,700,000 

Profi  t  Before  Tax  1 ,000.000 

Eligible  Incentives: 

A.  5%  Prod ucnon  Worker  Payroll 

Deduction  $85,000 

B.  Income  Tax  and  Property  Tax 
Exemption  at  Partial  Rates 

Pre-Tax  Income  $  1,000.000 
Production  Worker  Payroll 

Deduction  85,000 

Adjusted  Taxable  Income  $  915.000 


ANNUAL  INCOME  TAX  CALCULATION 
BY  PERIOD* 


Years 

1-5 

6-10 

11-15 

16-20 

%  Tax  Exempt 

90% 

75% 

65% 

55% 

"o  Taxable  Income 

io% 

25",. 

35% 

45% 

Taxable  Income 

$91,500 

228.750 

320,250 

411,750 

Calculated  Tax 

$26,115 

82,613 

122,863 

164,038 

Effective 

Tax  Rate 

2.61% 

8.26% 

12.29% 

16.40% 

Duration  of  tax  exemption  depends  upon  geographical  zone 
in  which  the  tirm  has  been  established 


*AX  EXEMPTIONS.  This  program 
will  provide  tax  exemption  for  corpo- 
rate income  and  property  taxes,  beginning  at  higher 
percentages  during  the  early  years  of  operation,  and 
gradually  decreasing.  Companies  earning  less  than 
$500,000  will  be  granted  100%  exemption  on  the 
first  $100,000  of  net  taxable  profits.  Companies 
earning  more  than  $500,000  will  receive  90%  tax 
exemption  for  the  first  five  years,  and  75%  for  the 
next  five  years.  Depending  upon  geographical  zone, 
companies  may  be  entitled  to  additional 
exemptions  of  65,  55  and  50%. 

TOLLGATE  CREDIT  INCENTIVES.  The 
U.S.  Internal  Revenue  Code  Section  936  lets  you 
bring  current  profits  home  without  U.S.  taxes.  With 
only  a  4%  to  10%  Puerto  Rico  tollgate  charge,  you 
still  keep  more  of  your  net  profit  than  anywhere  else 
in  the  U.S. 

If  50%  of  the  tax-free  profit  is  reinvested  in  the 
company's  capital  equipment  and/or  in  designated 
local  investments  such  as  Puerto  Rican  bonds,  bank 
certificates  of  deposit  or  construction  loans  for  5 
years,  the  dividend  remittance  withholding  (tollgate) 
charge  on  the  full  profit  is  cut  from  10%  to  5%. 
Qualified  accumulated  earnings  repatriated  upon 
complete  liquidation  will  be  taxed  at  a  rate  of  4%. 
And  those  who  withdraw  their  earnings  at  any  time 
will  incur  a  tollgate  charge  of  10%. 

SERVICE  INDUSTRIES  INCENTIVE.  For 
the  very  first  time,  service  industries  are  being 
offered  special  incentives.  Companies,  including 
trade  and  distribution  facilities,  assembly,  bottling 
and  packaging  operations,  architectural  and  engi- 
neering firms,  laboratories,  repair  shops  and  com- 
puter services  that  serve  customers  outside  Puerto 
Rico  — will  receive  a  50%  exemption  from  corpo- 
rate income  and  property  taxes  for  10  to  20  years, 
depending  on  geographical  zone  in  which  the  ser- 
vice unit  is  located.  To  qualify,  80%  of  the  work 


must  be  done  on  the  island  by  Puerto  Rican  resi- 
dents, 80%  of  the  invoice  value  must  be  performed  in 
Puerto  Rico,  and  the  designated  service  should 
deserve  being  treated,  in  the  judgment  of  the 
Governor,  as  a  service  unit  based  on  its  nature,  knowl- 
edge and  technology  involved  and  employment. 

EXEMPTION  FROM  MUNICIPAL  GROSS 
RECEIPTS  TAX  AND  FIVE  PERCENT 
PRODUCTION  WAGES  SPECIAL 
DEDUCTION.  All  companies  will  be  exempt 
from  municipal  license  fees  and  gross  receipts  tax 
for  the  duration  of  their  contract.  Qualifying 
companies  will  also  get  a  tax  deduction  of  5%  of 
production  worker  payroll. 

We  believe  that  the  strength  of  our  new  Incentives 
law  shows  the  desire  and  willingness  of  the  people 
and  government  of  Puerto  Rico  to  enter  into  partner- 
ship with  mainland  business  by  offering  the  most 
attractive  financial  incentives  package  under  the 
American  Rag. 

|  1® 

'   For  more  information:  1 
Please  call  us,  toll  free  (800)  223-0699,  ext.  228. 
In  New  York  State  (212)  245-1200.  Or  mail  this  coupon. 
Puerto  Rico  Economic  Development  Administration 
Dept.  FB-9 

1290  Avenue  of  the  Americas,  New  York,  NY  10019 

Please  send  me  a  free  copy  of  your  new  14  -  page  brochure, 
"Profit  Preview  ("Why  you  can  expect  a  greater  return  on  your 
expansion  dollar  in  Puerto  Rico,  U  S  A  "). 
The  product/service  I  might  be  interested  in  establishing  in 
Puerto  Rico  is:  


.Title 


Address - 
City  


.  State. 


.Zip_ 


Puerto  RicoJJSA. 

The  ideal  second  home  for 
American  Business. 


Readers  Say 


Invest  in  things? 

Sir:  In  your  fan.  7  article  on  capital  for- 
mation (p.  38),  the  theme  seems  to  be 
that  savings  are  not  rewarded  by  govern- 
ment. I  think  the  article  is  missing  the 
point.  People  are  not  saving,  because  in- 
flation is  eroding  the  dollar.  There  is  no 
incentive  to  invest  in  a  money  market 
certificate  paying  1 1 .9%  interest  when 
inflation  is  running  at  13%.  Rather,  take 
the  money  and  buy  something  with  it, 
which  will  not  depreciate  with  inflation 
but  might  indeed  appreciate. 
— Stephen  R.  Perry 
Dothan,  Ala. 

Sir:  However  ludicrous  the  theory  be- 
hind gold  having  value  may  be,  the  fact 
exists  that  in  this  world  it  has  tremen- 
dous value  to  many  people.  As  most  pru- 
dent investors  attempt  to  accumulate 
different  types  of  assets,  our  government 
should  again  begin  accumulating  gold.  It 
is  far  easier  to  store  gold  than  oil,  and 
apparently  the  Arabs  have  as  much  thirst 
for  gold  as  we  do  for  their  oil. 
—James  R.  Leonard 
Lafayette,  La, 


Buy  dollars 

Sir:  I  feel  highly  complimented  that  you 
chose  that  particular  obiter  dictum  of 
mine  (Other  Comments,  'The  Left  Has  Left, " 
Feb.  18).  It  will  take  at  least  five  more 
years  for  everyone  to  realize  just  what  an 
important  development  the  death  of 
Marxism  is.  Few  yet  realize  what  a  gold- 
en shore  the  U.S.  is  about  to  become 
(once  more).  I,  for  one,  am  buying  dollars 
on  the  Swiss  currency  exchange. 
—Tom  Wolfe 
New  York,  NY. 


James  Ryder  on  Ryder 

Sir:  The  general  tenor  and  tone  of  the 
article  "A  few  more  home  runs"  (Jan.  21) 
is  extremely  harmful  to  me  and,  conse- 
quently, fartran,  Inc.  The  overall  impres- 
sion and  conclusion  from  reading  the 
article  is  that  Ryder  System,  at  the  time 
Les  Barnes  joined  the  company,  was 
faced  with  financial  ruin  and  that  he 
pulled  the  company  from  the  brink  of 
this  pending  collapse  to  its  present  day 
dominant  position  in  the  leasing  and 
transportation  service  industry.  ...  I  am 
interested  in  having  the  records  reflect 
the  fact  that  when  Mr.  Barnes  joined 
Ryder  on  Aug.  4,  1975  the  needed  correc- 
tive measures  had  been  formulated,  imple- 
mented and  bearing  substantial  and  posi- 


tive results.  [You  do]  a  great  injustice  to 
me,  the  then  board  of  directors  of  Ryder 
System,  Inc.  and  its  many  employees  who 
deserve  the  credit  for  the  hard  work  and 
sacrifices  made  in  1974  and  1975. 
—James  A.  Ryder 

Chairman  and  Chief  Executive  Officer, 
Jartran,  Inc. 
Coral  Cables,  Flu. 


Oils  versus  the  media 

Sir:  In  your  Annual  Report  on  American 
Industry  showing  the  industry  medians 
(Jan.  7,  p.  218),  the  broadcasting  and  pub- 
lishing media  ranked  first  among  31  in- 
dustry groups  in  return  on  equity  and 
return  on  total  capital  and  fifth  in  growth 
of  earnings  per  share.  The  energy  group, 
which  includes  international  oils,  ranked 
eighth,  eleventh  and  eighth  in  the  same 
categories.  Also,  the  international  oils  as 
a  group  show  a  five-year  average  growth 
rate  in  earnings  per  share  of  9.9%,  which 
is  lower  than  26  of  the  31  industry 
groups.  The  9.9%  compares  with  the  me- 
dia's growth  rate  of  17.5%.  I  don't  see 
why  the  networks  make  so  much  noise 
about  the  oil  companies'  "excessive" 
profits  when  you  look  at  [those  figures].  I 
wonder  how  much  money  the  networks 
spend  on  oil  exploration  or  anything  else 
that  can  benefit  us  all  in  the  future. 
—R.M.  Soden 
Ontario,  Ore. 


Iran's  U.N.  diplomat 

Sir:  Re  the  item  headed  "Cuba,  Califor- 
nia and  Iran"  (Other  Comments,  Jan.  21). 
Professor  Mansour  Farhang  is  not  being 
subsidized  by  California  taxpayers  while 
serving  as  Iran's  envoy  to  the  U.N.,  as 
you  state.  While  still  technically  a  mem- 
ber of  the  faculty  at  California  State  Uni- 
versity, Professor  Farhang  is  not  drawing 
a  paycheck  from  the  University  while  at 
the  U.N. 

— Chuck  McFadden 
Director,  University  Relations, 
California  State  University 
Sacramento,  Calif 


It's  "engine/'  not  "motor" 

Sir:  In  your  Jan.  22,  1979  article  on 
Volkswagen,  there  is  the  reference  to  a 
methane-powered  motor.  This  should 
read  "engine."  An  internal  combustion 
or  external  combustion  machine  called 
an  engine,  the  Stirling  engine  from  an 
English  inventor,  Reverend  Stirling,  and 
made  by  Phillips  of  Eindhoven,  Holland, 


was  later  brought  to  the  U.S.  and  investi- 
gated by  Ford  Motor  Co.  and  General 
Motors  Corp.  The  common  machine) 
used  today  by  these  companies,  as  well 
as  Chrysler,  Cummins  Engine  Co.  and 
the  Detroit  Diesel  division  of  GM,  are  all 
their  products,  engines  not  motors. 
— FM.  Young 
President, 

Young  Radiator  Co. 
Racine,  Wis. 


Defense  spending 

Sir:  With  its  history  of  skepticism  about 
Vietnam  War  policies,  Forbes  should 
know  better  than  to  join  the  cheering 
squad  for  higher  defense  spending.  Ini 
The  Economy  (Jan.  21),  you  say  ".  . 
some  of  the  greatest  advances  in  oun 
standard  of  living  were  the  indirect  con- 
sequences of  military  spending."  Conse- 
quences in  this  country  of  Vietnam  War 
spending  include  several  credit  and  goldl 
crises,  increased  rate  of  inflation,  bal- 
ance-of-payments     deficits,  increased 
government  deficits,  less  capital  invest- 
ment in  nondefense  sectors — and  we  will) 
be  paying  the  Vietnam  bill  for  two  gen- 
erations to  come.  If  you  must  support] 
higher  defense  spending,  say  that  you  are| 
supporting  it  despite  the  negative  eco 
nomic  consequences  that  will  follow. 
— Professor  James  Clotfelter 
Department  of  Political  Science, 
The  University  of  North  Carolina 
Greensboro,  N.C. 

Sir:  If  10%  of  the  military  budget  ovel 
the  last  20  years  had  been  redirected 
toward  creation  of  safe,  renewable  ener- 
gy, the  U.S.  would  be  stronger  and  safer 
today.  Might  not  the  same  be  true  for  the 
years  ahead? 
—Lowell  O.  Erdahl 
St.  Paul,  Minn. 


Dust  and  the  XM-1 

Sir:  Re  your  quote  in  "No  Battle  Dust, 
Please"  (Other  Comments,  Feb  4)  on  the 
high-performance  gas  turbine  in  the 
XM-1  tank,  the  defense  consultant 
should  have  checked  into  the  experience 
with  Pratt  &  Whitney  engines  in  the 
Sikorsky  helicopter  and  Avco  Lycoming 
engines  in  Boeing  Vertol  helicopters 
Centrifugal  dust  separators  were  devel- 
oped for  both  and,  I  believe,  achieved 
improvement  in  engine  life.  Battlefields 
are  as  dusty  for  helicopters  as  for  tanks. 
— William  Schwenterly 
Brookfield,  Conn. 
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When  you  want  a  world  class  bank 
to  give  you  world  class  loans 


In  1979  Bank  of 
Montreal  was  ranked  by 
Euromoney  among  the 
top  five  world  banks  as  a  syndi- 
cated credit  lead  manager,  along 
with  such  banks  as  Citicorp,  Chase 
Manhattan  and  Bank  of  America. 

As  one  of  the  most  active 
banks  in  this  field,  we  were  in  the 
lead  or  joint-lead  position  on 
57  loans  amounting  to  more  than 
$14  billion  U.S. 

The  Institutional  Investor  stated 
in  December  1979  that  the  Bank 
of  Montreal  has  "emerged  as 
an  international  powerhouse,  as 
evidenced  by  its  standing  as  one  of 
the  top  managers  of  syndicated 
loans." 

This  Euromoney  ranking  is  yet 
another  indication  of  the  serious- 
ness of  our  attitude  toward  the 
international  capital  market. 

CANADA'S  WORLD  CLASS 
BANK 

The  Bank  of  Montreal  has  become 
a  growing  presence,  worldwide. 


OUR  SOLUTION: 


1 .  Citicorp 

2.  Bank  ot  Tokyo 

3.  Chase  Manhattan 

4.  Bank  of  America 

5.  Bank  of  Montreal 

6.  Lloyds  Bank  International 

7.  Deutsche  Bank 

8.  Morgan  Guaranty 

9.  Manufacturers  Hanover 

10.  Chemical  Bank 

1 1.  Credit  Lyonnais 

12.  Bankers  Trust  Company 

13.  Westdeut$che  Landesbank 

14.  National  Westminster  Bank 

15.  Wells  Fargo 

16.  The  Industrial  Bank  of  Japan 

17.  Orion  B 

18.  Grindlay 
1    Midland  B 

20.  The  %pg/IH': 

21.  Societc  Gener. 
22r^arclayi  Bank 

23.  Dresdner  Bank 

24.  Royal  Bank  of  Canada 

25.  Societe  Generate  de  Banque  Group 


kedit  Bank  of  Japan 


Source:  Syndicated  Loan  Rankings  published  in  February  19W 
huTumimt-y  magazine.  Rankings  reached  by  giving  sole 
lead  managers  the  lull  amount  of  the  loan,  joint  lead  managers 
ccju.il  amounts  Figures  lompiled  by  Euromoney 
Syndication  Service. 


Some  recent  examples: 

•  We  are  now  a  major  commercial 
banker  in  West  Germany, 
Canada's  fourth  largest  trading 
partner  and  the  second  strongest 
industrial  economy  of  the 
Western  world. 

•  In  the  U.S.  the  Bank's  position  as 


a  North  American  multi-national 
institution  enables  us  to  be  a 
"domestic"  bank  for  corporations 
on  both  sides  of  the  border. 
•  Worldwide,  last  year  we  helped 
finance  such  projects  as  a 
Mexican  copper  mine,  a  Spanish 
utility  and  both  a  steelworks  and 
chemical  company  in  Denmark. 

THE  FIRST 
CANADIAN  BANK 

Bank  of  Montreal  was,  indeed,  the 
first  bank  established  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S.  and 
England,  in  1818. 

But  to  us,  "first"  is  more  than  a 
date.  It's  an  attitude. 


A  folding  v 
"suitcase"  desk, 
used  by  travelling 
bankers  in  the  1840's 


We  intend  to  live  up  to  the  "first" 
in  The  First  Canadian  Bank, 
worldwide. 
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Today's  Bunker  Ramo  is 
helping  the  Swedish  railways 
make  its  curves  as  safe 
as  its  straightaways. 


If  all  the  signals,  speed  restriction 
boards  and  grade  markers  on  the 
Swedish  railways  were  suddenly 
removed,  no  one  would  miss  them. 
Because  a  new  on-board  computer 
system  is  now  capable  of  transmitting 
exactly  the  same  information. 

What's  more,  the  system  assures 
the  observance  of  speed  limits  in 
critical  situations.  And  that  means 
that  when  the  engineer  hits  a  curve 
that  calls  for  40  kilometers  an  hour, 
there's  no  way  he  can  do  even  41 . 

Critical  to  the  success  of  this 
system  are  some  very  special 
Amphenol"  connectors  designed  by 
Bunker  Ramo  engineers  in  England 
and  Scandinavia.  And  what  makes 
them  special  is  the  fact  that  each 
connector  plug  assembly  includes 
one  of  15  different  printed  circuits 


which  are  coded  to  allow  for  the 
various  speed  controls. 

Today,  through  our  well-known 
Amphenol  connectors,  Bunker 
Ramo  has  a  leading  position  in 


the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and 
a  growing  role  in  fiber  optics. 
In  addition,  we  are  a  major 
producer  of  the  data  terminals 
and  minicomputers  that  comprise 
the  information  systems  widely 
used  by  commercial  banks, 
thrift  institutions,  insurance 
companies  and  brokerage  houses. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team. 

Which  is  why  today's  Bunker 
Ramo  is  a  company  that's  on  the 
move.  For  our  latest  financial  reports, 
write  Bunker  Ramo  Corporation, 
Dept.  FR,  900  Commerce  Drive, 
Oak  Brook,  Illinois  60521. 


BUNKER 
RAMO 


Turboprop?  Or  Citation  I. 


If  you're  considering  a  turboprop, 
there  is  a  jet  you  ought  to  think 
about  before  you  make  up  your 
mind.  Cessna  Citation  I.  It  has  the 
obvious  advantages  of  a  jet — yet 
does  surprisingly  well  where 
turboprops  usually  excel. 

Speed 

Citation  I  flies  up  to  100  mph  faster 
than  a  turboprop.  That  means 
Citation  I  saves  you  time  —  which 
is,  after  all,  one  of  the  major  reasons 
for  a  business  plane. 

Comfort 

Citation  I  flies  without  a  turboprop's 
noise — or  fatiguing  prop  vibration. 
Citation's  rounded  cabin  gives  you 
more  sitting  space  than  most 
turboprops.  The  plane's  ingenious 
sliding  seats  allow  more 
elbow-room.  Important, 
since  your  seat  is  where 
you'll  be  for  99  percent 
of  your  time  on  board. 
Citation  flies  a  mile  and 
a  half  above  the 
highest-flying 
turboprop. 
Higher  even 
than  commercial 
jets.  So  you're 
above  bad  weather.  And  Citation  I 
will  be  cruising  at  comfortable 
altitudes 
while  some 
turboprops  are 
still  climbing. 

.Simplicity 

Citation  I  is  in  many 
ways  a  simpler 


machine  than 
the  typical 
turboprop.  Its 
engines  have 
fewer  moving 
parts. 

Its  instrument 
panel  is  easier  to 
read — because 
jets  don't  need  as  many  engine 
instruments.  Citation  I  has 
simpler  controls — a  single  throttle 
for  each  engine  instead  of  multiple 
levers  needed  for  propeller 
engines. 

All  of  which  makes 
Citation  I  an  easier  plane 
to  fly.  So  easy,  in  fact, 
that  Citations  are  the  only 
business  jets  certified 
for  a  single  pilot  to  fly. 

Efficiency 

Although  jets  fly  higher 
and  faster  than 
turboprops,  they're 
thought  to  be  less 
efficient.  Not  Citation  I. 
It  gives  you  jet 
performance  at  a  lower 
cost  per  mile  than  the 
best  selling  turboprop. 
And  Citation  I  costs 
less  to  buy. 

Shorter  Takeoff s 

This  one  is  surprising. 
Turboprops  are 
known 


for  their  short  field 
capabilities.  But 
Cessna's  Citation  I 
has  a  shorter  takeoff 
distance  than  most 
turboprops.  It  also 
climbs  faster — even 
on  a  single 
engine. 


TsGrf  Pedant* 

Higher  Standards 

Citation  I  is  built  to  the 
same  strict  standards  as 
commercial  airline  jets. 

Turboprops  are  built  to  a 
different,  less  demanding 
set  of  rules. 

New  Citations  are  only 
sold  factory  direct.  For  your 
nearest  authorized  regional 
sales  manager,  call  J.  Derek 
Vaughan  at  (316)  946-6056. 

Or  write  him  at 
fB      Dept.  FB3, 

Cessna  Aircraft 
Company,  Box 
7706,  Wichita, 
Kansas  67227. 


P.S.  If  you  still  don't 
think  you're  ready  for  a 
jet,  be  sure  to  consider  the 
most  fuel-efficient 
turboprop  in  the  world: 
Cessna's  own  Conquest. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor  in  Chief 


SOME  GOOD  BLOWN  BY 

Russia's  invasion  and  occupation  of  Afghanistan  may  result 
an  awakening  of  the  Free  World  similar  to  that  which 
owed  Hitler's  cynical  occupation  of  Czechoslovakia  six 
nths  after  the  Munich  Pact,  which  a  naive  Mr.  Chamber- 
1  had  hailed  as  "peace  in  our  time." 

iven  Khomeiniesque  extremists  now  recognize  that  the 
litantly  atheistic  U.S.S.R. — not  the  U.S.  and  the  West — 
eatens  the  freedom  of  their  fractured  country, 
iven  President  Carter  now  recognizes  that  Russia  can  only  be 


THAT  RED  WHIRLWIND 

countered  by  countable  power  rather  than  contained  through 
prayer. 

And  now  most  all  the  nation — including  Congress  and  even 
the  Secretary  of  Defense — recognize  how  critical  our  need  for 
conventional,  unconventional  and  advanced  atomic  capabili- 
ties has  become. 

If  we  move  swiftly,  unequivocally  and  all  out,  we  may  in 
time  have  the  means  and  muscie  to  back  the  President's 
rhetoric,  to  get  our  back  a  bit  away  from  the  wall. 


OLYMPIAN 

"hose  demigodian  officials  of  International  and  assorted 
ional  Olympic  committees  may  end  up  doing  as  much 
nage  to  the  future  of  the  Olympics  as  the  U.S.S.R  has  done 
:he  present  Games  with  its  Afghanistan  invasion, 
"heir  arrogant  pronunciamentos  that  they  will  ignore  the 
uests  of  their  governments  and  their  fellow  citizens  to  stay 
ay  from  Moscow  should  result  in  withdrawal  of  every  form 
iupport  by  those  who  don't  care  to  endorse  Red  invasions. 
Vhat  sponsor,  advertiser  or  contributor  in  his  right  mind 


OSTRICHES 

wants  to  support  any  aspect  of  Olympic  activity  done  in 
defiance  of  his  country  and  his  compatriots?  It's  a  bit  too  late 
to  tell  Hitler  that  the  Games  are  nonpolitical;  but  it's  not  too 
late  to  tell  Moscow  that  Communist  aggression  will  not  be 
endorsed  by  the  prestige  of  Free- World  participation  in  Krem- 
lin Olympic  exploitation. 

To  mix  an  appropriate  metaphor,  these  birds  had  better 
come  down  from  their  Olympian  heights  and  get  their  heads 
out  of  the  sand. 


CALL  IT  UNDERGROUND  OR  BLACK  OR  HIDDEN 


,  by  whatever  name  it's  called,  the  growing  undisclosed-to- 
-collectors  "cash  economy"  in  this  country  is  a  far  more 
lificant  manifestation  of  people's  revolt  against  soaring 
es  than  the  passage  of  California's  Proposition  13  mandat- 
a  57%  cut  in  property  rates. 

traight  up,  straight  out  frontal  assaults  of  the  Proposition 
variety,  plus  congressional  efforts  along  the  lines  of  the 
Tip-Roth  bill,  some  reduced  presidential  federal  budget  pro- 
als  and  vetoed  spending  bills  are  one  matter — and  all  to 
good  when  they  get  far  enough  along  to  matter  at  all. 
>ut  the  growing  trend  to  end-play  taxes  by  resorting  to  off- 
-books  cash  payment,  bartering  and  payment  in  kind  is 
igerous.  In  Italy  especially,  and  in  France  too,  the  three-sets- 
3ooks  principle  is  an  art,  and  what  the  books  kept  for 


government  tax  collectors  do  by  way  of  making  profits  disap- 
pear would  put  to  shame  those  prestidigitators  who  do  that 
with  top  hats  to  rabbits  and  things. 

In  Italy  it's  estimated  that  their  GNP  would  be  30%  higher, 
with  some  $25  billion  in  the  shadows  and  6  million  workers 
paid  off  the  books  in  minimal  cash.  In  Britain  the  chief  tax 
collector  told  the  House  of  Commons  that  perhaps  7V2%  of  the 
income  in  these  law-abiding  Isles  is  in  unreported  cash. 

Estimates  on  the  extent  of  our  own'  underground  economy 
are  over  the  $250  billion  mark. 

It's  no  longer  just  the  proverbial  doctor  with  the  shoebox, 
the  bartender,  plumbers  and  other  moonlighters  galore,  but 
also  entrepreneurs  and  businessmen  who  are  using  every  dodge 
possible  to  duck  overly  onerous  taxes.  What's  to  do  about 
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it?  Get  at  the  cause.  Let  people  keep  a  bit  more  instead  of 
always  less  of  what  they  earn. 

If  we  don't  cure  the  problem  legally,  more  and  more  of  the 


U.S.  citizenry  is  going  to  accomplish  the  result  illegally,  with 
all  the  unfairness  falling  on  the  bulk  of  American  taxpayer; 
who  won't — or  can't — get  in  the  underground  game. 


NEW  YORK  CITY'S  "CANINE  LITTER"  OUTLAWING 


has  worked  with  astonishing  success.  Not  because  of  the 
citizenry's  fear  of  fines  or  of  being  caught  in  the  dog's  act.by  a 
passing  patrolman,  but  because  of  the  staring-glaring  support 
for  the  law  by  the  95%  of  people  who  don't  have  dogs  and  who 
are  sick  and  tired  of  hopscotching  down  sidewalks  and  off 


curbs  trying  to  avoid  what  dogs  are  walked  to  do. 

There's  a  moral  here  somewhere  between  soaring  taxes 
resulting  in  more  citizenry  end-playing  revenue  laws,  and  the 
miraculous  working  of  an  essentially  unenforceable  law  thai 
has  people's  support. 


JOHN  McCLOY  ON  THE  PRESIDENTIAL  CANDIDATE  CROP 

At  a  luncheon  recently,  I  was  talking  with  John  J.  McCloy,  that 
fabled  counselor  of  Presidents  (as  president  of  the  World  Bank,  U.S. 
Military  Governor  of  Germany,  chairman  of  the  Chase  Manhattan 
Bank  and  numerous  civic  offices),  about  the  comings  and  short- 
comings of  the  presidential  aspirants  in  both  parties.  After  listing 
the  pluses  and  minuses — the  latter  seemed  more  easily  enumer- 
ated than  the  former — I  asked  him  what  he  personally  thought 
were  the  most  important  requirements  for  a  President. 
"I'd  settle  for  adequacy,"  replied  this  real  McCloy. 

EXXON'S  GARVIN  LAYS  IT  OUT 

reserves  of  all  OPEC  countries.  To  develop  an  out- 


It's  fortunate  that  our  biggest  oil  company — the 
biggest  free  enterprise  oil  company  in  the  whole 
world — is  headed  by  a  clear-thinking  doer  rather 
than  a  dour,  complaining  let's-wait-and-see-er. 
Exxon's  CEO  Cliff  Garvin  is  less  sanguine  than 
some  of  us  on  the  time  it  will  take  to  lessen 
OPEC's  shackles  on  America — that  is  the  disad- 
vantage of  knowing  too  much  about  what  you  are 
talking  about.  But  Garvin  makes  no  bones  over 
the  fact  that  this  country  can — one  day— shake  free. 

From  known  shale  oil  and  coal  reserves  in  the  U.S.  can  come 
1,000  billion  barrels  of  oil,  says  Garvin — more  than  the  known 


put  of  15  million  barrels  a  day,  it  would  take  300 
plants,  $700  billion  and  30  years'  time.  "During  the| 
peak  years  of  construction,  the  annual  investment 
in  synthetic  fuels  would  represent  only  about  1%  of 
the  GNP,"  he  says. 

Well,  we  ain't  likely  to  have  30  years.  We'll  be 
lucky  if  political  turmoil  doesn't  play  havoc  withi 
the  flow  of  OPEC  oil  in  the  next  three  years.  But 
with  enforced  conservation  by  price  and/or  rationing  and  the 
resulting  impetus  to  alternative  energy  sources,  we'll  be  back  in 
charge  of  our  own  destiny  sooner  by  far  than  it  may  now  seem. 


BOOKS 


BRETHREN 


The  Brethren — by  Bob  Woodward  and 
Scott  Armstrong  (Simon  &  Schuster, 
$13.95).  Extraordinary  journalism  at  its 
probing,  digging,  documenting  best. 
That  Supreme  Court  justices  are  no  more 
hallowed  and  haloed  than  the  rest  of  us 
should  come  as  a  surprise  to  no  one  ex- 
cept perhaps  these  justices  themselves. 
They  are  equally  human  in  their  contra- 
dictory conclusions,  meanness,  pettiness  and  occasional  great- 
ness. Among  the  current  saintless  Supremes,  Burger,  Whizzer 
White  and  Rehnquist  weigh  the  least. 

Excerpt:  Blackmun  plowed  through  both  common  law 
and  the  history  of  English  and  American  law  on  the  sub- 
ject. He  was  surprised  to  find  that  abortion  had  been 
commonly  accepted  for  thousands  of  years,  and  that  only 
in  the  19th  century  had  it  become  a  crime  in  the  U.S.  At 
the  time,  abortion  [was]  .  .  .  often  fatal.  The  criminal  laws 
had  been  enacted  largely  to  protect  pregnant  women. 
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Jailbird 


Jailbird — by  Kurt  Vonnegut  (Delacorte 
Press/Seymour  Lawrence,  $9.95).  An 
oddball  millionaire  arranges  for  his 
chauffeur's  son  to  go  to  Harvard,  and 
what  ensues  is  Kurt  Vonnegut  at  his 
imaginative,  satirical  best.  Observes  The 
Hero  in  the  epilogue,  "We  are  here  for  no 
purpose,  unless  we  can  invent  one.  The 
human  condition  in  an  exploding  uni- 
verse would  not  have  been  altered  one  iota  if,  rather  than  live 
as  I  have,  I  had  done  nothing  but  carry  a  rubber  ice-cream  cone 
from  closet  to  closet  for  60  years." 

Excerpt:  We  had  begun  our  feast  with  oysters,  so  I  an- 
nounced that  oysters  were  not  the  aphrodisiacs  many 
people  imagined  them  to  be. 

There  were  boos,  and  then  Sarah  Clewes  beat  me  to 
the  punch  line  of  that  particular  joke.  "Walter  ate 
twelve  of  them  the  other  night,"  she  said,  "and  only- 
four  of  them  worked!" 
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PAUL  BOCUSE — MERCI  BEAUCOUP,  BEAUCOUP 

Most  places,  things  and  people  too  known  to  fame  prove  disap- 
pointing when  you  catch  up  with  them  at  first  hand.  Expectations 
far  more  often  than  not  exceed  reality.  And  since  we  have  far  more 
time  and  occasion  to  anticipate  than  to  participate,  that's  probably 
OK.  But  there  are  exceptions. 

All  of  which  is  by  way  of  saying  that  the  next  time  or  the  first  time 
you  happen  to  be  in  Lyon,  France,  don't  fail  to  dine  at  Restaurant 
Paul  Bocuse.  Currently,  he's  probably  France's — and  hence  the 
world's — most  storied,  imitated  chef,  more  revered  and  written 
about  than  French  presidents,  more  renowned  than  all  but  a  possible 
handful  of  his  customers.  He  is  to  Lyon  what  the  Louvre  is  to  Paris, 
the  Palace  is  to  Versailles,  the  tapestry  to  Bayeux.  If  Lyon  and  Paul 
Bocuse  are  not  already  in  your  "Some  Day"  plans,  put  them  there. 

HONEST  HONESTY 

Actress  Roxanne  Hart  lost  her  wallet  with  $700  in  it  some-  "Oh,  I  would  have  liked  to  have  found  the  money  lying  by  the 

here  on  a  Manhattan  street.  The  man  who  found  it  prompt-  curb,  wrapped  in  a  rubber  band,"  said  he.  "But  she  had  cards,  and 

returned  it.  Hadn't  he  been  tempted  to  keep  the  greenies  her  name  was  in  it.  Probably  she  needs  the  money  the  same  as 

id  drop  or  anonymously  return  the  rest  of  the  wallet?  me  and  everybody  else."  Refreshing,  wouldn't  you  agree? 

ONE  THING  LEADS  TO  THE  OTHER  PAYING  TOO  MUCH 

Good  food,  good  wine,  good  thoughts,  good  deeds.  for  a  bottle  of  wine  spoils  its  taste. 


WILL  THE  POLITICOS  PAY  ATTENTION? 


By  M.S.  Forbes  Jr. 

Revising  the  tax  code  is  the  only 
way  to  encourage  more  savings  and 
investments.  But  what  changes  would 
do  the  job  best? 

The  Securities  Industry  Association 
commissioned  the  respected  Opinion 
Research  Organization  to  query  500 
top  and  middle-management  execu- 
tives to  find  out  their  investment  re- 
actions to  five  tax  proposals.  The  find- 
ings are  shown  in  the  table  below. 
The  people  surveyed  were  a  high-in- 
come group,  with  security  holdings 
averaging  almost  $100,000. 

This  fascinating  S.I.A.  study,  which 
will  be  released  shortly,  is  a  good  step 
in  providing  evidence  on  how  proper- 
ly designed  tax  cuts  could  stimulate 
healthy  economic  growth.  For  in- 
stance, the  late- 1978  reduction  in  the 
capital  gains  tax,  whose  passage  was 


aided  materially  by  S.I.A.-sponsored 
economic  study,  enormously  boosted 
activity  in  venture  capital  and  enabled 
the  stock  market  to  do  so  well  (see 
Forbes,  Feb.  18,  p.  40). 

But  will  Congress  listen? 

The  study  was  taken  among  what 
many  politicians  and  academics  label 
the  "rich"  and  "well-to-do."  These 
pols  and  their  allies  will  use  the  pros- 
pect of  increased  military  spending 
and  federal  deficits  to  argue  against 
any  more  tax  breaks  for  the  "upper- 
income  brackets." 

Nonetheless,  pessimism  and  passiv- 
ity are  not  in  order.  Two  years  ago  no 
observer  would  have  predicted  the 
subsequent  cut  in  the  capital  gains 
levy.  Work  done  by  the  S.I.A.  and 
other  groups  dramatically  turned  that 
situation  around. 

Studies  like  this  could  help  do  the 
trick  again. 


TEDDY  CAN  STILL  BE 
A  MISCB1EFMAKER 

Edward  Kennedy  should  not  be  un- 
derestimated as  a  contender  in  the 
wake  of  his  Iowa  debacle.  While  he 
won't  beat  Carter,  he  could  still 
wound  him. 

The  Democratic  Party's  activist  lib- 
erals had  shied  away  from  Teddy's 
campaign.  The  Taxachusetts  Senator 
is  obviously  not  of  the  caliber  of  his 
two  brothers;  his  philosophical  floun- 
dering left  liberals  uninspired.  Like 
others,  they  were  also  deeply  dis- 
turbed once  more  by  Chappaquiddick. 

All  that  has  changed  in  the  wake  of 
Kennedy's  Georgetown  University 
speech.  He  has  vigorously,  eloquently 
raised  the  traditional  liberal  Demo- 
cratic standard. 

Carter  is  vulnerable  on  the  economy. 
That  Kennedy's  solutions  will  make 
things  worse  won't  matter  as  much  as 
that  Kennedy  will  now  be  spotlighting 
the  mess  Carter  has  made. 

In  international  affairs,  Teddy  has 
been  no  better  than  fimmy,  but  he 
will  underscore  how  haphazard,  ill- 
conceived,  temperamental  Carter's 
foreign  policy  has  been — and  still  is. 

Liberal  thinking  hardly  commands 
sufficient  support  to  give  Kennedy  the 
nomination.  But  these  people  are  still 
potent  enough  in  the  Party — and  in  the 
media — to  keep  Kennedy  in  the  race 
and  throw  Carter  on  the  defensive. 


— Percentage  of  those  who  would —  Hypothetical 
make  increased       invest  more  in      mean  investment 


Proposal 

investments 

common  stocks 

increase 

Reduce  maximum  tax  on  invest- 

ment income  from  70%  to  50% 

55% 

31% 

$  8,100 

Defer  capital  gains  tax  on  reinvested 

capital  

69 

42 

10,500 

Reduce  capital  gains  holding  period 

from  12  months  to  six  

48 

39 

9,800 

Reduce  double  taxation  of  dividends 

74 

67 

12,800 

Increase  dividend  exclusion  from 

$100  to  $500  for  individuals  and 

from  $200  to  $1,000  for  couples 

60 

54 

5,800 
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Other  Comments 

Often  comments  by  others  stimulate  irritate 
abuse  or  amuse  this  editor's  mind — MSF 


Tax  Paying's  Cheaper 

Seeking  to  minimize  taxes  is  fine  up  to 
a  point  but  I  have  known  too  many  peo- 
ple who,  if  they  spent  as  much  time 
making  money  as  they  do  trying  to  avoid 
taxes,  would  come  out  way  ahead.  Pay 
your  taxes  and  get  on  with  it,  I  say. 

— Robert  J.  Clark,  letter  to 
the  editor,  Wall  Street  Journal 

Claret-Clear 
British  Classes 

The  professional  classes  tend  to  regard 
working-class  tax-dodging  as  immoral, 
while  their  own  evasions  are  merely  in- 
genius:  A  television  figure  described  to 
me  how  he  had  interviewed  a  distin- 
guished Tory  Peer  who  was  inveighing 
against  the  tax-dodging  workers.  When 
the  producer  asked  him  how  he  would 
like  to  be  paid  for  the  interview,  he  re- 
plied: "Why  not  just  a  case  of  claret?" 

— Anthony  Sampson, 
The  New  York  Times 

Two  Outs 

[Supreme  Court  Justice  Potter  j  Stewart 
kept  a  dog-eared  piece  of  newspaper  in 
his  wallet,  with  the  mathematical  prob- 
abilities of  scoring  runs  in  each  inning  of 
a  baseball  game.  The  previous  fall,  he  had 
requested  that  his  clerks  send  him  in- 
ning-by-inning scores  of  the  Reds-Mets 


playoff  games  while  he  heard  oral  argu- 
ments on  the  bench.  Before  the  final 
game  began,  he  asked  for  scores  "every 
half-inning."  And  as  it  was  played,  he 
wanted  a  report  on  each  batter.  At  2:35 
p.m.,  the  game  was  interrupted  by  the 
surprising  news  of  Vice  President  Ag- 
new's  resignation.  The  clerks  dutifully 
sent  Stewart  a  note:  Kranepool  flies  to 
right.  Agnew  resigns. 

— The  Brethren,  by  Bob  Woodward 
and  Scott  Armstrong 

Kind  and  Brutal 

If  someone  is  alone,  I  will  give  him  a 
table  ahead  of  others  because  I  know 
how  out  of  place  he  must  feel  unless  he's 
part  of  the  crowd.  If  a  customer  is  too 
loud  or  lacks  good  manners,  I  will  make 
him  feel  unwelcome.  Sometimes  bad  ser- 
vice is  intentional,  you  know. 

— proprietor  of  Harry's  Bar 
in  Venice,  Food  Wine 

Greenlining  Urban  Blight 

Taking  over  the  atrophied  South  Shore 
Bank  of  Chicago,  in  the  last  five  years 
creative  banker  Ronald  Grzywinski  has 
"greenlined"  South  Shore  development 
to  the  tune  of  $18  million  in  loans.  Over- 
all, the  delinquency  rate  on  the  bank's 
loans  has  been  2.4%,  well  below  the  na- 
tional average.  .  .  .  "Conventional  wis- 


dom has  it  that  you  have  to  bulldoze  and 
build  anew  from  the  ground  up,"  ob- 
serves Milton  Davis,  president  of  the 
bank.  "We've  come  to  the  opposite  con- 
clusion— that  you  can  rehabilitate,  get 
sound  housing  and  put  it  back  on  the 
market  at  prices  people  can  afford." 

— Quest  179 


People's  lifestyles  are  going 
to  have  to  change.  .  .  .  The 
throw-away  society's  days  are 
numbered. 

— Lester  Brown, 
director  of  World  watch  Institute 


Crimson  Thru  and  Thru 

I  admitted  to  having  gone  to  Harvard. 
This  allowed  him  to  tell  me  about  his 
having  been  a  prisoner  of  the  Chinese 
communists  in  North  Korea,  for  the  Chi- 
nese major  in  charge  of  his  prison  had 
been  a  Harvard  man.  .  .  . 

"His  daddy  was  a  big  landlord,"  said 
Lawes.  "When  the  communists  came, 
they  made  his  daddy  kneel  down  in  front 
of  all  his  tenants  in  the  village,  and  then 
they  chopped  off  his  head  with  a  sword." 

"But  the  son  could  still  be  a  commu- 
nist— after  that?"  I  said. 

"He  said  his  daddy  really  had  been  a 
very  bad  landlord,"  he  said. 

"Well,"  I  said,  "that's  Harvard  for  you, 
I  guess." 

— Jailbird,  by  Kurt  Vonnegut 

Pendulum  Freedom 

We  are  living,  I  think,  in  the  excesses 
of  freedom.  lust  take  a  look  at  42nd 
Street  and  Broadway.  I  think  we'll  begin 
to  get  a  puritan  reaction  by  the  time  I 
die.  And  when  puritanism  is  carried  to 
excess,  there'll  be  another  outburst  of 
freedom.  That's  the  way  history  goes. 
We  are  incapable  of  moderation. 

—Will  Durant, 
on  his  94th  birthday 

Unrecycled  Oil  Wealth 

The  Texas  Aggies  were  playing  Rice 
University  in  football  a  few  Saturdays 
ago,  and  on  hand  were  a  group  of  Ku- 
waitis who  were  guests  of  the  Gulf  Oil 
Corp.  One  of  the  visitors,  an  unidentified 
woman,  was  quite  taken  by  the  300- 
member  Aggie  band's  halftime  perfor- 
mance. In  fact,  she  was  so  impressed 
that,  according  to  Leroy  Johnston,  a  Gulf 
executive,  she  offered  to  buy  the  entire 
band,  lock,  stock  and — if  you  will — 
oil  barrel. 

"We  certainly  appreciate  the  flattering 
offer,"  said  the  band's  director. 

—The  New  York  Times 


24 


FORBES,  MARCH  3,  1980 


"Does  work  pile  up 
at  the  office  when 
you're  traveling?" 


"Do  you  forget 
good  ideas  from 
one  day  to  the  next?" 


"Do  you  scribble 
notes  that  nobody 
can  read?" 


'Stop  playing  catch-up  and  start  getting  ahead 
with  Lanier's  Vest  Pocket  Secretary" 


-Arnold  Palmer 

When  you're  traveling,  Lanier's  Vest 
Pocket  Secretary  travels  with  you.  Letters, 
memos,  reports  and  instructions  for  your 
secretary  get  done  on  the  plane,  in  the  car, 
in  a  hotel  room.  So  work  doesn't  stop  when 
you're  on  the  go. 

To  remember  ideas,  the  Vest  Pocket 
Secretary  is  perfect.  Small  enough  to  fit  in 
the  palm  of  your  hand,  it  works  with  one 
button.  You  can  get  ideas  down  as  fast  as 
you  get  them. 

When  you  need  to  take  notes,  the  Vest 
Pocket  Secretary  is  faster  and  easier  than 
writing  things  down.  Clearer,  too.  You  don't 
have  to  figure  out  what  your  notes  mean. 
Your  secretary  doesn't  have  to  read  your 
handwriting. 

Start  getting  ahead  of  paperwork  right 
now.  Mail  in  the  postpaid  card.  Or  call 
Jennifer  Scott  toll-free  at  (800)  241-1706. 
In  Georgia,  call  (404)  321-1244,  collect. 


Get  a  lot  more  done  in  a  lot  less  time. 

International  offices  in:  Australia*  Belgium  •  Canada •  Denmark 

England  •  Finland  •  France 'Germany  •  Mexico*  Netherlands 
New  Zealand*  Norway  •  South  Africa  'Spain  •  Sweden  'Switzerland 


EVOLUTION  OF  A  GREAT  CLASSIC  MOTORCAR. 

PRESENTING 

THE  FIRST  NEW  JAGUAR 

SEDAN  IN  A  DECADE 


The  Jaguar  Series  III  XJ  Sedan:  a 
great  classic  redefined  for  the  1980s. 

For  more  than  50  years  Jaguar  has 
created  classic  after  classic.  In  setting 
out  to  refine  our  XJ  Series  sedan,  we 
'  looked  at  the  ear  long  and  critically.  And 
only  after  careful  consideration  did  we 
subtly  redefine  the  car.  making  mean- 
ingful engineering  and  design  changes. 

Refined  from  its  sleek  new  roofline 
to  the.subtly-integrated  bumpers,  the 
Series  III  is  pure  sculpture  in  motion. 


There  is  a  new  and  handsomely  simpli- 
fied front  grille.  The  new  slimmer  roof- 
line  allows  more  glass  area  for  greater 
visibility,  and  greater  headroom  for 
Tear-seat  passengers.  The  tail  light 
assembly  is  not  only  cleaner' and  sim- 
plified, but  offers  more  illumination  to 
make  the  car  more  visible  from  behind. 

Underneath  its  glamorous  new 
shape  beats  the  heart  of  a  Jaguar: 
incredibly  responsive,  agile  and 
eager  for  the  road. 

The  responsiveness  of  Jaguar  engines 
is  justly  famous  The  XJ6  engine  is  the 
legendary  double  overhead-cam  Six 
with  electronic  ignition  and  fueMnjec- 
tion.  It  is  strong  and  smooth,  quick  and 
tireless.  It  is  the  proud  heir  to  Jaguars 
racing  heritage  that  extends  back  for 
generations.    •  . 


V  '    I  ■ 


The  Jaguar  Series  III  sedan  moves 
with  a  smoothness  and  surefootedness 
that  is  uncommon  in  any  luxury  car.  It  has 
independent  suspension  on  all  four 
wheels:  It  turns  with  the  quicknoss  of! 
power-assisted  rack  and  pinion  steed 
ing.  And  it  stops  with  tho  silken  authority;' 
of  four-wheel  power  disc  brakes  Tho 
result  is  an  intuitive  feel  for  the  road,  and 
reflexes  youd  expect  from  a  sports  calri 


Inside  the  Series  III  there  is  all 
the  luxury  you  have  every  right 
to  expect  from  a  Jaguar. 

le  seat  facings  are  covered  in  hand- 
atched  top-grain  hides.  Under  the 
ipple  leather  is  a  new.  orthopedic 


design.  The  front  bucket  seats  have 
adjustable  lumbar  supports,  and  the 
driver's  seat  adjusts  electrically.  Both  of 
the.front  seats  recline. 
■  The  dashboard  is  veneered  in  rare 
burled  walnut,  in  the  great  tradition  of 
British  cabinetmaking.  But  set  into  the 
walnut  is  an  information-gathering  sys- 
tem right  out  of  the  space  age.  The  XJ 
Series  III  is  also  fitted  with  cruise  con- 
trol, power-adjustable. side  mirrors  and 
a  rear  window  defogger  thoughtful 
enough  to  turn  itself  off  when  its  job  is 
'  done.  Driving,  or  even  riding  in  a  Series 
III  Jaguar  is  the  sum  of  many  uncom- 
mon pleasures,  large  and  small: 

1  How  to  decide. 

In  every  life,  there  comes  a  time  to 
move  beyond  compromise.  If  that  time 
has  come  for  you.  we  suggest  that  tak- 
ing the  Jaguar  Series  III  for  a  test  drive 


may  be  an  uncommonly  rewarding  ex- 
perience. Take  this  car  on'some  winding, 
beckoning  road..  Only  then  can  you 
know  why,  for  more  than  50  years,  the 
name  Jaguar  has  held  a  special  mean- 
ing for  motoring  enthusiasts.  For  the 
name  of  the  Jaguar  dealer  nearest  you, 
call  these  numbers  toll-free:  (800)  447- 
4700,  or,  in  Illinois,  (800)  322-4400. 
E3  Jaguar  Rover  Triumph  Inc.  Leon.a.N  J  07605 


Invent  a  way  to  help 
industry  cut  the  biggest 
part  of  its  power  bill 
10%  and  more. 


Gould  did  it, 
electrically. 

Of  the  vast  amounts  of  electricity 
required  by  industry,  about  75% 
goes  into  running  electric  motors. 

With  the  cost  of  energy  contin- 
ually escalating,  something  had  to 
be  done  to  help  reduce  that  need 
for  power. 

Gould  did  it  with  E-plusB  energy- 
efficient  motors.  Because  these 
motors  operate  at  higher  efficiency 
and  power  factor  levels  than  the 
conventional  kind,  their  rated 
horsepower  is  delivered  with  a  lot 
less  energy. 

Today,  thousands  of  E-Plus 
motors  are  helping  hundreds  of 
companies  save  energy  and 
money.  Watt-hour  meter  tests  on 
plant  production  equipment  prove 
that  electrical  power  consumption 
can  be  cut  by  10%.  20%,  and  more. 

Since  1968,  electrical  solutions 
like  this  have  helped  increase  our 
earnings  per  share  by  234%. 

And  when  you  consider  the 
number  of  problems  still  waiting 
for  technology  to  answer,  you  can 
see  that  our  future  looks  even 
more  rewarding  than  our  past. 
Gould  Inc.,  Dept.  OF,  10  Gould 
Center.  Rolling  Meadows,  IL  60008. 


->  GOULD 


An  Electrical /Electronics  Company 
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loe  rush  of  corporate  executives  trying  to  buy 
beir  way  into  the  oil  business  is  exceeded  only 
y  the  wave  of  entrepreneurs  wanting  out. 


Make  me  an  offer 


By  Paul  Gibson 
and  Tedd  A.  Cohen 

m  n  the  space  of  only  25  days  this 
January,  W.R.  Grace  &  Co.  signed 
L  four  separate  contracts  to  acquire  a 
issel  of  companies  making  or  supplying 
lfield  equipment  and  supplies.  The 
)St:  over  $91  million  in  cash  and  stock 
r  operations  that  among  them  earned 
:arcely  more  than  $8.5  million  in  1979. 
Grace  in  the  past  has  gained  a  mixed 
putation  on  acquisitions — some  bril- 
int,  some  close  to  being  foolish — 
lying,  among  other  things,  taco  restau- 
nts  and  midwestern  jewelry  stores.  Is 
is  foray  into  oil  supplies  another  ex- 
:nsive  Grace  whim?  If  it  is,  Grace 
>esn't  lack  for  company. 
In  December  Penn  Central  Corp.,  suc- 
:ssor  to  the  bankrupt  railroad,  paid  a 
aggering  $335  million  in  cash  and  pre- 
rred  stock — 3  times  book  value — for 
arathon  Manufacturing,  the  largest 
lilder  of  jack-up  rigs  used  in  offshore 
illing.  NL  Industries  under  a  former 
obil  Oil  executive  is  out  of  paint  and 
to  drill  bits.  General  Electric  through 
>  Utah  International  has  picked  up  a 
zable  handful  of  exploration  and  pro- 
xction  companies  and  is  now  rumored 
be  weighing  an  offer  for  driller  Noble 
[filiates  (see  box,  p.  52)  that,  if  success- 
1,  could  exceed  $1  billion. 
These  prices  are  the  more  glaring  in 
at  they  are  taking  place  in  a  market 
here  hundreds  of  stocks  are  selling  for  5 
6  times  earnings  and  at  a  big  discount 
am  book  value.  Are  the  oil  stocks  really 


worth  such  a  premium?  Or  is  American 
industry  off  on  one  of  its  tulip-bulb 
sprees?  Either  way,  there  is  no  sign  of  a 
letup.  Only  last  month  Chicago's  Peoples 
Energy  (the  former  Peoples  Gas)  was 
closing  a  $150  million  offer  for  Exeter  Oil 
Co.,  which  drills  more  onshore  wells 
than  any  other  company.  French-con- 
trolled Total  Petroleum  is  after  refiner- 
ies. In  mid-February  Canada's  Dome  Pe- 
troleum offered  a  fat  $600  million  to  buy 
Kaiser  Resources'  29,000  barrels  per  day 
of  Canadian  oil  equivalent;  Kaiser 
bought  the  properties  in  1978  from  Ash- 


land Oil  for  about  $400  million.  Not  to  be 
outdone,  old  Texas  oil  barons  like  the 
Hunts — checkbooks  and  stock  certifi- 
cates at  the  ready — are  expanding  their 
empires.  One  Wall  Street  rumor  last 
month  had  the  Hunts,  not  content  with 
buying  up  smallish  makers  of  oilfield 
equipment,  busily  converting  their  win- 
nings in  silver  into  Texaco  shares.  In  the 
oil  patch  these  days,  no  deal  is  too  huge 
or  bizarre  to  contemplate. 

The  biggest  action  is  in  oilfield  sup- 
plies and  equipment  plus  the  well-servic- 
ing end  of  the  business.  Explains  Grace 
Executive  Vice  President  Harold  R.  Lo- 
gan, "Look  at  Shell  Oil  returning  12%  on 
its  investment  and  look  at  Schlumberger 
making  between  25%  and  30%.  Now 
you  can  see  why  the  action  is  where  it 
is."  Chase  Manhattan  Bank  sees  the  en- 
ergy industry  spending  $28  billion  this 
year  and  probably  $60  billion  in  1985. 
Much  of  that  will  be  for  leases  and  acre- 
age, but  plenty  will  be  spent  for  the  gear 
to  bore  holes  in  the  ground  and  even  to 
feed  rig  crews. 

Schlumberger,  with  $3  billion  in  rev- 
enues, is  the  leader  in  providing  well- 
logging  services,  and  such  is  the  demand 
for  its  expertise  that  its  earnings  have 
tripled  in  five  years.  Schlumberger,  too, 
is  into  the  acquisition  game,  with  a  stake 
in  Rowan  Cos.,  a  Houston  driller. 

Buying  up  equipment  companies  is 
less  risky  than  purchasing  an  explorer  or 
a  producer  of  oil  and  gas.  "It's  a  way  to 
get  a  closer  look  at  the  oil  business," 
explains  consultant  Lawrence  Goldstein 
of  New  York's  Petroleum  Industry  Re- 
search Foundation.  "You  can  get  an  edu- 
cation before  you  plunge  into  exploring 
while  getting  a  significant  return  on  your 
investment." 

"You  can't  believe  how  many  firms  are 
making  offers,"  chuckles  Robert  L.  Par- 
ker, who  considers  it  a  poor  month  when 
he  doesn't  get  five  takeover  offers  for  his 
$300  million  (revenues)  Parker  Drilling. 

But  this  much  is  clear:  For  every  buyer 
there  must  be  a  seller.  Why,  when  busi- 
ness is  so  good  and  the  prospects  so 
bright,  would  anyone  sell  out?  This  is  a 
business  populated  with  literally  hun- 
dreds of  small  operators,  who  for  years 
have  financed  their  operations  out  of 
their  hip  pockets  but  are  still  chin-deep 
in  debt.  Bobby  Parker  insists  his  busi- 
ness isn't  for  sale,  but  he  knows  the 
temptation.  "Along  comes  this  gravy 
train,"  says  Parker.  "The  company  that 
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says,  'Hey,  we'll  take  over  all  your  debt. 
Buy  your  eompany.  Trade  you  stoek. 
Give  you  a  contract  as  a  consultant.' 
Well,  these  drilling  contractors  have  seen 
SO  many  rainy  days,  they  know  it  can  go 
down  as  well  as  up." 

"We  were  at  a  crossroads,"  recalls 
Chairman  David  Carmichael  of  Well- 
Tech,  a  Houston-based  well-servicing 
company.  "We  had  borrowed  all  the 
money  we  could  without  selling  more 
equity  and  we  just  couldn't  keep  expand- 
ing at  a  fast  pace."  Rather  than  whittle 
down  his  ownership  stake,  Carmichael 
opted  to  sell  the  whole  business  to 
Hanna  Mining  and  Bechtel  Corp. 

If  the  sellers  are  happy  to  settle  their 
debts,  get  their  estates  into  shape  and 
call  it  quits,  what's  in  it  for  buyers? 
Growth  through  consolidation.  Diversi- 
fication into  allied  businesses  where  the 
returns  are  higher,  or  into  acreage  plays 


that  will  spread  their  risks.  Or  simply,  as 
in  Georgia-Pacific  Corp.'s  case,  to  lock 
up  energy  supplies  for  its  own  needs. 

What  with  the  buyers  queuing  up,  for 
oil-producing  as  well  as  for  oil-equipment 
outfits,  energy  stocks  are  pacing  the  cur- 
rent bull  market.  Cameron  Iron  Works,  a 
specialist  in  oil  tools  for  preventing 
blowouts,  for  example,  is  up  40  points 
since  December,  to  117,  and  not  a  few 
concerns  such  as  SEDCO  and  Geosource 
have  seen  their  stock  double  within  a 
year.  When  word  leaked  out  last  month 
that  founder  Emory  T.  Clark,  73,  had 
found  a  prospective  buyer  for  his  control- 
ling 23%  block  of  Clark  Oil  &  Refining, 
Clark's  stock  jumped  $21  in  three  trad- 
ing days,  only  to  fall  9  points  when  dis- 
cussions ended. 

"A  lot  of  companies  are  grossly  over- 
priced," says  Total  Petroleum  Chairman 
Philippe  Dunoyer  flatly.  "The  fact  we 


No  tire-kickers,  please 


Ardmore,  Okla.  is  a  sleepy  town 
of  30,000,  just  north  of  the 
Texas  border.  But  in  January  a 
commuter  airline  began  shuttling  pas- 
sengers back  and  forth  to  Dallas  three 
times  a  day.  What's  in  Ardmore?  No- 
ble Affiliates,  a  $214  million  (rev- 
enues) contract  driller  regarded  as  one 
of  the  best-run  oil  service  companies. 
It's  no  secret  that  Chairman  Samuel 
R.  Noble,  54,  son  of  the  company's 
late  founder,  aches  to  spend  more 
time  on  his  five  cattle  ranches.  He's 
already  turned  over  most  of  the  oper- 
ations to  President  Roy  Butler. 

Is  Sam  Noble  talking  sale?  "Oh, 
there  have  been  some  tire-kickers," 
says  the  white-haired  Noble,  relaxed 
on  a  couch  in  his  wood-paneled  office, 
hands  behind  his  head.  "We  say,  'Fine 
and  dandy.  If  so-and-so  is  interested, 
send  'em  down  here  to  talk.'  We're 
not  interested  in  middlemen." 

Sam  Noble  doesn't  really  have  to 
deal  with  anyone  and  he  knows  it. 
Where  many  family-run  oil-service 
companies  grew  up  to  find  themselves 
in  need  of  a  wealthier  outfit  to  take 
over  their  problems,  Noble  has  ma- 
tured steadily.  When  it  went  public  in 
1972  it  earned  about  $6  million  on 
$52  million  revenues.  In  the  last  five 
years,  earnings  have  nearly  trebled  to 
$33  million,  revenues  more  than  dou- 
bled to  $214  million,  and  return  on 
equity  has  averaged  19%.  Its  stock, 
traded  over-the-counter,  recently  hit  a 
new  high  of  40,  a  multiple  of  25.  Noble 
won't  come  cheaply. 

Anyone  who  wants  Noble  Affiliates 
has  to  go  through  the  Samuel  Roberts 
Noble  Foundation,  set  up  by  Sam's 
father,  which  holds  about  42%  of  the 
21  million  common  shares. 


Since  he  took  over  running  the 
company  when  his  father  died  sud- 
denly in  1950 — just  a  year  after  he  got 
his  M.B.A.  from  Dartmouth — Noble 
has  pretty  much  stuck  to  the  tried- 
and-true  management  formula.  The 
drilling  operation  is  kept  separate 
from  an  oil  and  gas  production  and 
exploration  business,  each  with  its 
own  management  and  board  of  direc- 
tors. About  half  of  Noble's  profits  and 
revenues  come  from  the  44  onshore 
and  offshore  drilling  rigs.  Some  50% 
of  the  drilling  is  done  for  four  corhpa- 
nies:  Texaco,  Gulf,  Chevron  and 
Pennzoil;  and  some  of  those  relation- 
ships go  back  50  years.  But  Noble  has 
begun  changing  course.  In  five  years 
oil  and  gas  production  and  exploration 
will  bring  in  two-thirds  of  revenues: 
Only  $40  million  of  fiscal  1980's  $120 
million  capital  budget  is  for  the  drill- 
ing operation.  Noble  does  not  rule  out 
buying  more  rigs;  but  he  knows  that 
contractors,  like  cattlemen,  always 
tend  to  overbreed. 

In  1973  Noble's  total  market  value 
was  about  $110  million;  potential 
suitors  today  are  looking  at  a  com- 
pany worth  close  to  $850  million. 
Thus,  price  is  more  of  an  obstacle  to  a 
sale  than  any  desire  on  Noble's  part  to 
keep  the  company  in  his  family.  He 
has  four  children,  but  all  are  pursuing 
other  careers.  He  throws  out  a  few 
broad  hints  that  he  doesn't  intend  to 
run  the  company  the  rest  of  his  life. 
"Thirty  years  ago  I  sure  as  hell  didn't 
intend  to  be  running  a  public  com- 
pany," he  says.  "I  could  stay  here  until 
I  was  70  if  I  wanted,  but  I  don't  want 
to  have  to  ask  the  board  if  I  can  take 
off  a  week  to  go  fishing." 

Do  we  hear  $1  billion?— T.AC. 
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haven't  done  anything  lately  in  the  way 
of  a  big  deal  would  suggest  we  are  having 
difficulty  in  finding  something  we  feel  is 
fairly  priced,"  adds  Utah  International 
Financial  Vice  President  James  Curry: 
Does  all  this  mean  the  merger  boom  irl 
energy  companies  is  going  to  fizzle  al-l 
most  before  it  has  started?  That  the  gra-> 
vy  train  won't  run  anymore  and  that 
those  stocks  which  have  climbed  so 
steeply  are  now  headed  for  a  fall? 

Not  if  you  believe  what  folks  along  the 
Gulf  Coast  say.  They  firmly  believe  the 
best  is  yet  to  come.  For  example,  in  New 
Orleans  oil  analyst  Carroll  Schouest  is) 
telling  his  clients  at  Howard  Weil  to  keep 
on  buying.  "The  amount  of  activity  over 
the  next  five  years  will  be  fantastic,"  he) 
enthuses.  The  widely  held  view  is  that 
energy  stocks  are  a  bargain.  True,  they 
are  high  compared  with  the  rest  of  the 
market,  selling  at  12  to  15  times  1980's. 
expected  earnings.  But  in  the  early  1970si 
they  commanded  P/Es  in  the  20s  and  30s. 

Moreover,  deals  are  getting  easier,  not! 
harder,  to  negotiate.  After  the  1973  oil 
embargo  there  was  a  flurry  of  activity, 
but  the  imposition  of  price  controls  soon 
dampened  buyers'  ardor.  When  price 
controls  were  lifted,  the  sky-rocketing) 
price  of  oil  made  it  tough  for  a  seller  tol 
negotiate  a  deal  without  kicking  himself 
six  months  later  for  getting  out  too 
cheaply.  Now  most  of  the  details  of  thei 
windfall  profits  tax  are  known  and] 
OPEC's  seemingly  insatiable  greed  virtu- 
ally guarantees  rising  prices. 

Why,  then,  does  anybody  want  to  sell? 
Perhaps  because  some  of  the  sellers  have 
longer  memories  than  many  of  the  buy- 
ers. No  investment  keeps  growing  for- 
ever. Not  gold,  tulip  bulbs  and  certainly 
not  energy  companies,  however  much 
they  are  now  in  demand.  Governments 
that  can  lift  controls  can  reimpose  them, 
and  the  most  attractive  business  can 
turn  out  to  be  just  another  fad. 

This  isn't  to  say  there  will  be  fewer 
mergers  in  the  months  ahead.  There 
likely  will  be  plenty  more.  There  are  just 
too  many  small  companies  in  the  energy 
business  eager  to  be  bought  for  it  to  be 
otherwise.  For  example,  look  how  Ft. 
Worth's  Gearhart-Owen  Industries  oper- 
ates. Gearhart  does  a  $150  million  busi- 
ness providing  wireline  services  for  the 
petroleum  industry.  Among  its  custom- 
ers are  some  245  independent  service 
companies.  "We  work  closely  with  them 
and  tell  them  if  some  day  they  want  to 
sell,  we  will  buy,"  says  Chairman  Marvin 
Gearhart.  Over  the  next  five  years  he 
expects  to  make  20  such  deals,  and  why 
not?  He  knows  these  operations  inti- 
mately and  they  buy  his  gear. 

Meanwhile,  at  W.R.  Grace's  New  York 
offices,  Harold  Logan  jokingly  complains 
he  keeps  receiving  memos  from  his  boss, 
Peter  Grace.  "Peter  is  asking  why  I'm 
not  making  more  deals.  All  I  can  reply  is  I 
am  running  as  fast  as  I  can."  ■ 
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It  is  irritating,  sometimes  frustrating  to  deal 
4th  the  flak"  says  Sun  Co.'s  boss,  talking  of 
le  oil  industry^  critics.  Is  Sun  getting  out  of 
nergy?  No,  its  getting  deeper  in. 


Life  in  a 
goldfish  bowl 


By  Subrata  Chakravarty 

^   OMETIMES  I  FEEL  AS  THOUGH  I'm  in 

^  a  goldfish  bowl,"  says  Sun  Co.,  Inc. 
^  Chairman  Theodore  A.  Burtis, 
th  a  wave  of  his  hand  at  the  three  glass 
ills  of  his  office  at  Sun's  Radnor, 
nna.  headquarters.  He  isn't  talking 
ly  about  the  glass  walls.  He's  referring, 
3,  to  the  academics  and  politicians — all 
ose  recently  minted  energy  experts — 
10  are  busy  blaming  higher  oil  prices 
the  oil  companies. 

A  goldfish  bowl,  to  be  sure,  isn't  a 
mfortable  place  to  work  in,  but  in  this 
se  it  does  have  compensations.  Sun's 
rnings  climbed  nearly  70%  last  year,  to 
00  million,  and  its  return  on  stock- 
Jders'  equity  was  better  than  20%. 
Burtis  turns  to  the  proposed  windfall 
afits  tax.  He  claims  that  with  the  new 
t  on  top  of  existing  ones,  various  gov- 
iment  bodies  will  be  taking  80  cents 
t  of  every  incremental  revenue  dollar. 
>  that  the  right  split?"  he  asks.  "Twen- 
cents  to  the  producer  and  royalty  own- 
and  80  cents  to  the  government?  Is 
at  the  way  to  handle  the  energy  prob- 
n?"  He  goes  on  to  complain  that  it's 
dly  an  excise  tax,  not  an  income  tax. 
:'s  marvelous  for  the  government,"  he 
ys.  "There's  no  sign  on  the  gas  pump 
at  says,  so  much  of  this  is  tax.  It  just 
eps  coming  in — billions  of  dollars  a 
ar."  Nice  for  the  politicians,  he  im- 
es.  They  get  the  money.  The  oil  com- 
nies  get  the  heat. 

But  for  all  that,  Ted  Burtis  concedes 
at  decontrol — even  with  its  handmaid- 
,  the  windfall  profits  tax — has  changed 
e  entire  picture  in  the  oil  industry.  A 
v  years  ago,  Sun  and  many  other  oil 
mpanies  were  sounding  the  knell  of 
eir  business.  That  was  when  Mobil 
ught  Marcor,  and  Atlantic  Richfield 
ught  Anaconda.  Sun,  under  Burtis'  pre- 
cessor,  H.  Robert  Sharbaugh,  bought 
%  of  Becton,  Dickinson  and  Co.,  a 
00  million  medical  supply  company, 
erybody  wanted  out  of  oil. 


But  listen  to  Burtis  now:  "The  eco- 
nomic dimension  has  changed.  We  were 
not  willing  to  spend  a  whole  lot  more 
money  to  find  some  more  $6  oil.  When 
the  prices  changed,  it  began  to  look  a  lot 
more  attractive." 

One  consequence:  Sun's  capital  spend- 
ing is  up — over  $900  million  in  1979, 
$1.2  billion  in  1980 — far  in  excess  of 
earnings  and  much  of  it  on  oil  and  gas 
exploration.  Sun  has  acquired  leases  in 
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Sun  Co.  Chairman  Theodore  A  Burtis 
"The future  is  a  moving  target." 

the  Baltimore  Canyon,  the  Georgia  Em- 
bayment  Basin,  the  Hiarctic,  the  Beau- 
fort Sea  and  Labrador — all  offshore.  On- 
shore, it  is  in  the  Rocky  Mountains,  the 
Overthrust  Belt  and  the  Williston  Basin. 
It  plans  to  go  aggressively  after  leases  in 
the  Georges  Bank  tracts  off  New  England 
when  they  come  up  for  sale. 

Sun  has  almost  no  overseas  produc- 
tion, except  in  the  North  Sea.  Sun's  prop- 
erties in  Venezuela  were  nationalized  in 
1975,  and  more  than  half  of  its  remain- 
ing international  reserves  will  be  nation- 
alized by  Iran.  All  it  has  left,  apart  from 
the  North  Sea,  is  a  small  operation  in 
Dubai,  and  even  there  the  ruler  is  now 


taking  his  royalties  in  oil  rather  than 
cash,  leaving  Sun  with  even  less. 

All  this  has  convinced  Sun  that  North 
America  and  the  North  Sea  are  the  places 
to  be,  but  it  no  longer  feels  the  need  to 
conglomerate.  Instead  its  main  diversifi- 
cation thrust  is  in  other  aspects  of  the 
energy  business.  Sun  has  acquired  exten- 
sive positions  in  geothermal  exploration 
("It  can  never  be  very  big,  but  it  can  be 
locally  very  attractive,"  Burtis  says),  ura- 
nium, oil  shale  in  Utah  and  heavy  oil  in 
California  and  Canada. 

The  biggest  move  is  into  coal.  Since 
1968  Sun  has  been  buying  coal  lands  in 
Montana,  North  Dakota,  Texas,  Utah 
and  Wyoming — a  total  of  130,000  net 
acres  so  far.  Last  year  Sun  moved  strong- 
ly into  eastern  coal  by  acquiring  Elk  Riv- 
er Resources,  Inc.  for  about  $300  million 
in  stock.  With  Elk  River's  200  million 
tons  in  coal  reserves,  Sun  now  has  over 
700  million  tons  in  proven  reserves.  But, 
says  John  R  Neafsey,  senior  vice  presi- 
dent-finance, Sun  actually  controls  bil- 
lions of  additional  tons  of  coal  that  can- 
not yet  be  classified  as  reserves. 

Sun's  crown  jewel  is  the  Athabasca  Oil 
Sands  project  in  Alberta,  Canada.  Sun  got 
into  the  project  in  the  early  Sixties. 
"That  was  long  before  the  current  ex- 
perts even  heard  of  an  energy  shortage  or 
knew  what  oil  sands  were  or  where 
Athabasca  was,"  Burtis  points  out. 

Over  the  years,  J.  Howard  Pew,  the  last 
Pew  to  run  Sun  and  the  son  of  Sun's 
founder,  Joseph  Newton  Pew,  had  made  a 
number  of  key  decisions  at  critical 
times.  In  1916  he  decided  to  go  into  the 
shipbuilding  business  to  prepare  for  the 
U.S.'  entry  into  World  War  I,  and  that 
decision  tripled  the  company's  size  by 
1918.  In  the  late  1920s  Pew  plowed  prof- 
its back  into  Sun.  As  a  result,  Sun  was 
actually  able  to  expand  during  the  De- 
pression. In  the  mid- 1930s  Pew  system- 
atically pulled  Sun  out  of  Europe  in  an- 
ticipation of  World  War  n. 

Athabasca  was  Pew's  last  great  gam- 
ble. Pew  foresaw  the  day  when  oil  would 
be  scarce  and  difficult  to  find.  At  Atha- 
basca, the  problem  wasn't  finding  oil — it 
was  extracting  it  at  a  reasonable  price. 
Someone  would  have  to  do  it  sometime, 
Pew  reasoned,  and  it  might  as  well  be 
Sun.  "It  was  a  gutsy  decision — a  kind  of 
bet-a-third-of-your-company  decision — 
that  could  be  made  by  a  family  that 
owned  more  than  half  of  it,"  says  Burtis. 

The  $225  million  processing  plant 
opened  in  1967.  The  Canadian  govern- 
ment's price  controls  kept  it  on  a  shoe- 
string until  last  year.  In  1978,  for  exam- 
ple, the  project's  average  production  cost 
per  barrel  was  $10.50  and  its  average 
selling  price  was  $12.80.  Athabasca 
earned  an  unexciting  $13.7  million  after 
taxes  in  1978,  on  a  production  of  45,000 
barrels  a  day. 

All  that  changed,  however,  in  April  of 
last  year  when  a  new  Canadian  govern- 
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The  energizing  of  Sun  Co. 


The  map  below  shows  Sun  Co.  exploration  or  development  projects  already 
under  way.  Not  shown  are  Sun  leases  to  explore  for  oil  and  gas  in  the  Rocky 
Mountains,  the  Overthrust  Belt  and  the  Williston  Basin,  heavy  oil  in  Cali- 
fornia, uranium  in  Utah  and  coal  and  geothermal  energy  in  the  western  U.S. 

Mackenzie  Delta 
and  Beaufort  Sea 

551,000  net  acres  ^~fcz 
2  discovery  wells  ^»AfU UnC^Ol 

rs^^r *****  l8la»dS 

<f\v         7,800,000  net  acres 
4  discovery  wells 


Offshore  Labrador 

2,200,000  net  acres 
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Oil  sands 


Undeveloped  leases — 164,000  net  acres 
,  Developed  leases — 5,000  net  acres 
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Developed  leases— 1,700,000  net  acres  {  Georgia 

Embayment 
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Gulf  Coast 

17  producing  platforms v 
8  platforms  under  development 


ment  allowed  synthetic  crude  to  be  sold 
at  the  equivalent  world  crude  price.  Al- 
most overnight  the  price  soared  to  $30  a 
barrel.  Now  Sun  is  expanding  the  produc- 
tion plant  by  25%  at  a  cost  of  $157 
milhon.  In  1979  the  oil  sands  contributed 
$64.2  million  after  taxes — almost  5 
times  1978  earnings.  How  long  the  pros- 
perity will  last  is  anyone's  guess,  but  for 
now  it  looks  as  though  another  Pew  gam- 
ble has  turned  to  gold.  The  oil  reserves  on 
the  5,000  acres  of  oil  sands  so  far  devel- 
oped— some  420  million  barrels — will  in- 
crease Sun's  overall  liquid  reserve  posi- 
tion by  50%.  And  another  164,000  acres 
of  somewhat  less  promising  oil  sands 
still  remain  to  be  developed. 

Sun  has  not  given  up  on  its  nonenergy 
diversification  although  it  finds  energy 
far  more  attractive  right  now.  "The  char- 
acteristic of  the  oil  and  gas  business," 
Burtis  explains,  "is  that  you  make  a  big 
bet  on  the  front  end,  often  at  high  risk, 
and  then  you  wait  a  very  long  time  be- 
fore you  start  getting  some  of  it  back  in 
cash  flow  or  earnings.  You  could  see  that 
the  front  end  was  growing  larger,  the 
wait  was  getting  longer  and  the  size  of 
return  was  getting  smaller.  So  maybe  you 
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ought  to  put  some  of  your  money  into 
businesses  that  have  different  financial 
characteristics." 

Over  the  years  Sun  invested  in  a  num- 
ber of  different  businesses.  There  are 
three  principal  ones.  The  first  is  industri- 
al distribution,  a  large  but  highly  frag- 
mented industry.  Sun  has  purchased  a 
number  of  distributors  of  such  products 
as  maintenance  supplies,  fasteners  and 
hydraulic  equipment  and  has  amalga- 
mated them  into  a  subsidiary  called  Sun 
Distributors,  Inc.,  with  revenues  of  $150 
million.  "It's  a  buy,  sell,  watch-the-pen- 
nies  business,"  says  Burtis.  "The  assets 
are  essentially  liquid  and  it  has  a  good 
return  on  capital." 

Under  Sun  Carriers,  Inc.  are  three 
trucking  lines — one  based  in  New  En- 
gland, one  in  Utah,  the  other  in  Arkan- 
sas. The  lines  specialize  in  LTL  (less- 
than-load)  shipments — shorter  routes, 
smaller  packages  and  numerous  distribu- 
tion terminals.  "The  productivity  of  the 
trucking  industry,  and  particularly  that 
end  of  it,  has  continued  to  rise,"  says 
Burtis.  "And  not  just  everyone  can  jump 
into  it  because  of  the  terminating  infra- 
structure. You  can't  just  buy  a  truck  and 


put  yourself  into  that  business  the  way 
you  can  with  long-haul  trucking." 

The  third  subsidiary,  Radnor  Corp.,  is  irat 
a  real  estate  developer  that  owns  the  1 
executive'  office  complex  in  Radnor,  of  301 
which  Sun's  headquarters  is  a  part.  It  is  jur 
also  developing  several  properties  in  Flor-  :eu 
ida,  an  office  building  in  Philadelphia  and  mar 
other  properties.  A  capital-consuming  bu\ 
business — in  case  oil  no  longer  looks  like  m 
a  good  place  to  put  capital. 

These  three  areas  of  diversification  In 
constitute  hardly  4%  of  revenues  and  are  lnt 
scarcely  significant.  But,  Burtis  adds,  j03 
they  are  profitable  and  have  good  growth  cha 
potential.  They  are  also  building  manage-  in  1 
ment  competence  for  the  future.  You  b 
never  know  when  oil  will  turn  bad  again  ■ 
A  man  is  mighty  vulnerable  living  in  a  I 
goldfish  bowl.  r. 

Sun  also  tried  venture-capital  projects. 
Burtis:  "We  did  quite  a  number  of  them 
and  eventually  decided  that  that's  all 
very  fine  and  it  may  be  fun  but  it's  not 
going  to  have  much  effect  on  a  $10  bil- 
lion corporation.  So  we  got  out.  It  was  a 
good  try,  but  it  didn't  work."  Among  the 
businesses  to  fall  by  the  wayside:  tape 
cassettes,  homebuilding  and  a  proposed 
syndicated  TV  network. 

One  thing  that  soured  Sun  on  the  con- 
glomerate game  was  the  black  eye  it  got 
in  its  attempted  takeover  of  Becton, 
Dickinson.  In  January  1978  Sun  bought 
34%  of  the  company  for  $293  million 
through  a  specially  created  shell  corpora- 
tion called  LHIW,  Inc. — an  acronym  for 
'Let's  Hope  It  Works.'  "We  studied  the  I 
health  care  industry,  became  convinced 
that  it  was  a  growth  industry  and  we 
took  a  shot  at  it,"  says  Neafsey.  Sun  was  ~ 
almost  immediately  slapped  down  by  the  _ 
Securities   &   Exchange   Commission,  ■ 
which  claimed  that  it  was  attempting  to  | 
make  a  tender  offer  without  complying  1 
with  federal  securities  laws.  Facing  a  in 
multimillion-dollar  long-term  court  bat-  k 
tie— and  a  first-round  loss — Sun  has 
elected  to  back  down  and  will  divest  it 
itself  of  its  shares.  ;- 

A  problem  area  is  Sun's  shipbuilding  it 
subsidiary.  It  may  have  been  a  gutsy  de-  it 
cision  that  paid  off  in  1916,  but  today  it  n 
is  hemorrhaging  red  ink — at  the  rate  of 
over  $22  million  after  taxes  for  each  of  u 
the  past  two  years.  For  the  moment  it  j. 
continues  as  part  of  Sun,  perhaps  in  the  - 
hope  it'  will  benefit  from  increases  in  r 
shipbuilding.  But,  warns  Burtis:  "I  don't  ] 
take  the  view  that  everything  we  have  is  C 
always  going  to  be  here." 

For  all  the  renewed  concentration  on 
energy,  don't  bet  that  Sun's  diversifica- 
tion may  not  yet  take  off.  The  company 
has  an  unusual  approach:  Many  acquisi- 
tion decisions  are  made  by  individual 
operating  companies  within  the  corpora- 
tion rather  than  by  the  parent.  "We've 
got  people  out  there  who  are,  in  fact, 
company  presidents,"  says  Burtis. 
"They're  not  division  managers.  They 
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ive  all  the  responsibilities  of  a  company 
'esident — financial,  compensation,  op- 
ations."  And  new  acquisitions. 

The  most  significant  of  the  acquisi- 
ons  has  been  by  Sunmark  Industries, 
m's  marketing  arm,  which  runs  the 
tail  gasoline  stations.  Since  1976  Sun- 
ark  has  developed  a  new  concept — 
lying  small  grocery  chains  and  install- 
g  gas  pumps  outside  so  customers  can 
top  for  food  and  fill  up  at  the  same  time. 
.  1976  it  acquired  Stop-N-Go  Foods, 
c,  a  nationwide  chain  that  now  has 
)2  stores.  In  1978  it  added  a  230-store 
lain  in  the  Carolinas  and  Virginia,  and 

January  of  this  year  an  87-store  chain 
so  based  in  the  Carolinas.  The  idea 


behind  these  acquisitions  is  simple:  "It's 
a  marketing  device  which  lets  the  food 
store  pay  for  the  property  and  then,  with 
gasoline  sales,  the  overall  return  on  that 
property  begins  to  approach  what  we'd 
expect  it  to  be,"  says  Burtis. 

Then  there  is  Sun's  oil  trading  com- 
pany It  supplies  oil  not  only  to  Sun's 
refineries  but  to  customers  overseas  as 
well.  In  1979  it  earned  $56  million  after 
taxes,  vs.  $4  million  in  1978,  largely  by 
being  able  to  sell  lower-priced  inventory 
at  far  higher  world  prices. 

At  the  moment,  energy  looks  good. 
But  this  could  change,  and  if  it  does,  Sun 
will  have  a  good  start  on  other  businesses 
that  could  absorb  the  company's  capital 


if  need  be.  They  could  well  be  energy- 
related  businesses — what,  after  all,  is 
shipbuilding  or  trucking?  Says  Burtis: 
"The  future  is  a  moving  target  and  it's 
moving  faster  all  the  time.  The  main 
point  is  to  have  us  not  be  as  dependent  as 
we  now  are  on  one  resource.  There  is  a 
whole  array  of  tools  that  can  be  used  to 
do  that,  and  the  management  challenge 
is  to  pick  the  right  areas  and  the  right 
tools  at  the  right  time." 

Look  at  it  this  way.  Sun  commands  an 
annual  cash  flow  in  excess  of  $1  billion. 
As  long  as  it  manages  this  cash  wisely  it 
really  can't  lose.  Living  in  a  goldfish  bowl 
may  have  its  bad  moments,  but  it  surely 
puts  you  on  your  mettle.  ■ 


John  DeLorean  about  to  burst  onto  the 
larket  with  a  sports  car  that  this  past  year  s 
vents  have  made  obsolete? 


On  a  clear  day  • 


By  Carol  E.  Curtis 


l    J9R*  ODISH,  OUTSPOKEN,  ARTICULATE 

mgM  automan  John  Zachary  DeLor- 

VA  ean,  55,  has  a  knack  for  staying 
the  headlines,  most  recently  for  the 
stselling  book  attributed  to  him:  On  a 

?ar  Day  You  Can  See  General  Motors.  In 
DeLorean  excoriates  his  old  colleagues 
GM's  management,  accusing  them  of 
nnel  vision.  Specifically,  he  said,  they 
sisted  his  urging  that  they  move  soon- 
to  downsize  GM  cars. 
Is  DeLorean  hoisted  on  his  own  pe- 
rd?  With  automobile  sales  plunging  and 
-a-gallon  gasoline  just  around  the  cor- 
r,  the  time  would  hardly  seem  ripe  to 
troduce  the  New  American  Sports  Car. 
it  DeLorean  is  plunging  ahead  with  his 
VIC- 12 — a  high-performance,  luxury 
orts  car. 

At  the  National  Automobile  Dealers 
isociation  convention  in  New  Orleans 

February,  DeLorean  made  one  last 
tch  before  the  car  goes  into  production, 
hile  dealers  still  appear  hungry  for  the 
r,  two  years  of  waiting  have  taken 
eir  toll.  As  the  schedule  for  the  DMC- 

has  been  slipping,  auto-buying  habits 
ve  changed  radically.  "It's  a  rotten 
ne  to  build  a  sports  car.  The  auto  in- 


DeLorean  of  DeLorean  Motor  Co. 

"If  Northern  Ireland  can  build  the 

Titanic,  they  can  build  this  car." 


dustry  has  turned  around  180  degrees 
since  the  Iranian  revolution,"  says  one 
automotive  writer  and  close  follower  of 
DeLorean. 

The  DMC-12  was  to  have  been  intro- 
duced in  1978,  with  annual  production  of 
20,000  cars  reached  by  1979.  But  1978 
was  the  year  when  sales  of  the  DMC-12's 
closest  rivals,  the  Chevrolet  Corvette 
and  the  Porsche  924,  began  to  decline. 
Corvette  sales  dipped  from  42,247  in 
1978  to  38,631  last  year,  according  to 
Automotive  News  magazine.  Sales  of  all 
Porsches  dived  by  more  than  3,000,  with 
most  of  the  drop  coming  in  the  924  mod- 
el. "Sales  have  dramatically  gone  down 
as  costs  have  gone  up,"  says  Fred  Heyler, 
public  relations  manager  at  the  Por- 
sche/Audi division  of  Volkswagen  in  En- 
glewood  Cliffs,  N.J. 

The  Porsche  924  now  sells  for  a  base 
price  of  $16,000— about  $2,000  less  than 
the  DMC-12.  At  the  moment,  despite 
the  car's  high  cost,  DeLorean's  dealer 
network  appears  intact.  "Even  if  I  just 
get  one  car,  the  traffic  it  will  generate  [in 
the  showroom]  will  be  worth  it,"  says 
Jerry  Galyean,  of  Apple  Tree  Chevrolet 
in  Asheville,  N.C.  Like  other  DeLorean 
dealers,  Galyean  paid  $25,000  up  front 
and  agreed  to  sell  between  50  and  150  of 
the  cars  over  the  next  two  years.  DeLor- 
ean says  he  has  signed  up  330  dealers 
who  have  agreed  to  sell  a  total  of  42,000 
of  the  sports  cars. 

The  car  is  still  its  own  best  advertise- 
ment. Looking  like  a  cross  between  a 
Lotus  Esprit  and  a  Corvette,  the  brushed 
stainless  steel  prototype  is  tentatively 
advertised  as  getting  a  fuel-efficient  20 
miles  per  gallon  in  the  city,  30  on  the 
highway.  Auto  Week  describes  it  as  hav- 
ing "performance  characteristics  of  a 
Porsche  911  and  a  Renault  Alpine,  a  ride 
similar  to  the  Mercedes-Benz  450  SL  and 
the  power-train  punch  of  an  unfederal- 
izedBMW." 

But  time  has  taken  its  toll  on  the  de- 
sign, too.  The  DMC-12  has  a  rear- 
mounted  engine  at  a  time  when  the 
trend  is  to  front-wheel  drive.  For  exam- 
ple, in  its  newer  models,  the  Porsche  has 


RBES,  MARCH  3,  1980 


35 


moved  away  from  rear-engine  design  to 
make  the  auto  safer  and  easier  to  control, 
give  passengers  more  room  and  lighten 
the  car.  The  Corvette  has  always  had  a 
front-mounted  engine.  "The  intention  is 
to  make  the  balance  better,"  says  Bobby 
Unser,  the  former  race  car  driver  who 
now  has  his  own  Chevrolet  dealership  in 
Phoenix,  Ariz. 

Aside  from  design  questions,  there  is 
still  the  formidable  problem  of  mass-pro- 
ducing the  machine  in  Northern  Ireland. 
DeLorean  is  manufacturing  the  DMC-12 
in  West  Belfast,  where  in  some  areas 
30%  to  35%  of  the  work  force  is  unem- 
ployed. DeLorean  financed  his  venture 
largely  through  $121  million  in  grants 
and  loans  from  the  British  government. 
In  exchange,  he  has  pledged  to  provide 
jobs  for  2,000  of  the  hard-core  unem- 
ployed by  mid- 1981.  Assembly-line 
workers  have  yet  to  deliver  the  first 
mass-produced  car. 

In  public,  DeLorean  defends  the  ar- 
rangement. "We  think  Ireland  is  an  ex- 
cellent place  to  do  business,"  he  told  the 
press  on  Feb.  10.  In  private,  however,  he 
cracked  to  a  reporter,  "If  [the  people  of] 
Northern  Ireland  can  build  the  Titanic, 
they  can  build  this  car." 


Such  uncertainties  are  one  reason  why 
key  features  of  the  DMC-12,  such  as  the 
price,  firm  fuel-efficiency  figures  and 
type  of  warranty,  remain  to  be  an- 
nounced. For  example,  DeLorean  has  ap- 
proached American  Warranty  Corp. 
about  administering  an  extended  service 
warranty.  But  up  to  this  point,  American 
Warranty  has  s'hied  away.  "We  can't  do 
anything  until  .  .  .  they  have  an  engine 
mix  pinned  down,"  says  Robert  Kelley, 
senior  vice  president  for  marketing. 

Jack  Nash,  chairman  of  the  board  of 
Oppenheimer  &  Co.,  thought  enough  of 
DeLorean's  venture  in  1978  to  put  to- 
gether an  $18.7  million  limited  partner- 
ship to  help  with  financing,  including 
$150,000  of  Nash's  own  money. 
"Dreamers  create  dreams,  and  out  of 
dreams  come  realities,"  he  says.  But  the 
years  of  waiting  have  mellowed  Nash's 
enthusiasm,  too. 

At  first,  the  elegant  DMC-12  is  sure  to 
be  an  attention-getter.  But  will  DeLor- 
ean be  able  to  sustain  interest  after  the 
first  year  or  so  of  production?  "When  the 
novelty  wears  off,  it  may  well  fail,"  says 
David  Healy,  auto  analyst  and  vice  presi- 
dent at  Drexel  Burnham  Lambert.  "The 
timing  is  just  unfortunate."  ■ 


Neither  snow  nor  rain  nor  heat  nor  gloom  of 
night  may  stop  the  AAA.  But  what  about 
Amoco,  Mobil  and  Ford — and  inflation? 


Taking  aim 
at  Triple-A 


By  Sharon  Meier 


IN  THE  PLEASANT  WOODLANDS  of  Falls 
Church,  Va.  the  smoky,  curved-glass 
wings  of  the  big  new  Mobil  Corp. 
building  are  clearly  visible  from  the  of- 
fices of  James  Creal,  president  and  CEO 
of  the  American  Automobile  Associ- 
ation. "It  looks  like  two  oil  tanks,"  says 
an  AAA  executive,  disdainfully  dismiss- 
ing the  competition. 

Competition?  Yes.  Mobil's  Montgom- 
ery Ward  subsidiary  owns  the  Montgom- 
ery Ward  Auto  Club.  And  while  $43  mil- 
lion (revenues)  Ward  Auto  may  be  only  a 
speck  on  the  $48  billion  income  state- 
ment of  its  parent,  it  looms  considerably 
larger  on  Triple-A's  horizon.  Not  only 
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Mobil,  moreover,  but  such  giants  as  Ford, 
Sears,  Amoco,  American  Express,  INA 
Financial  and  Exxon  are  taking  aim  at  a 
huge  market  that  AAA,  with  its  sleepy, 
post-officelike  image,  has  had  largely  to 
itself  for  78  years. 

How  big  is  that  market?  The  nation's 
195  AAA  clubs  don't  like  to  call  them- 
selves insurance  companies,  but  com- 
parisons are  inescapable.  Last  year  these 
clubs  insured  21  million  motorists 
against  flat  tires,  dead  batteries  and  other 
highway  calamities,  and  probably  took 
in  nearly  $400  million  in  membership 
fees.  If  those  were  premiums,  AAA 
would  rank  among  the  top  50  casualty 
insurers  in  the  U.S. 

Triple-A  was  founded  back  in  1902,  in 


the  romantic  days  when  Stanley  steam- 
ers plied  muddy  roads  and  driving  cross- 
country was  an  adventure  like  an  African 
safari.  It  still  considers  itself  a  public- 
service  organization  that  speaks  for  the) 
American  motorist  and  fights  for  good) 
roads  and  highway  safety  as  well  as  pro- 
viding emergency  towing  and  road  maps. 
But  the  fact  is,  if  AAA  were  an  ordinary 
private  corporation  it  would  look  mighty 
like  a  growth  company.  Those  21  million 
AAA  members  represent  14.5%  of  the 
145  million  licensed  drivers  in  this  coun- 
try, and  they  have  increased  from  16 
million  in  1973  and  8.3  million — or  just 
9%  of  total  U.S.  drivers— in  1964. 

What  may  be  giving  Jim  Creal  pause  as 
he  looks  across  the  Falls  Church  land- 
scape these  days  is  that  AAA's  share  of 
the  auto  club  market  per  se — about  31 
million  of  those  145  million  drivers — is 
being  eroded.  Some  15  years  ago,  AAA 
clubs  had  90%  of  all  auto  club  member- 
ships; today  they  have  70%.  AAA  has 
always  had  competition,  usually  small, 
local  clubs.  In  27  states  auto  clubs  are 
legally  classed  as  insurance  companies, 
largely  because  of  AAA  lobbyists'  well- 
known  ability  to  get  laws  passed.  Says 
Creal:  "We  did  it  because  there  were  a  lot 
of  fly-by-nights  coming  into  the  busi- 
ness." But  AAA's  new  challengers  are  far 
from  fly-by-nights. 

Take  Montgomery  Ward  Auto.  Since 
its  founding  in  1974  it  has  grown  to  1.3 
million  family  members,  according  to 
Richard  Cremer,  president  of  Ward's  Sig- 
nature Financial/Marketing,  which  oper- 
ates it.  Then  there's  Ford,  which  got  into 
the  auto  club  business  in  1978  through 
its  Ford  Motor  Credit  finance  subsidiary. 
Insurance  Company  of  North  America 
started  its  Bankard  Club  about  the  same 
time.  American  Express  now  offers  auto 
club  services  through  its  cards.  Exxon, 
the  first  major  oil  company  to  enter  the 
business,  has  950,000  families  in  its  club. 
J.C.  Penney  is  test-marketing  a  club  in 
Texas,  Washington,  Florida,  Indiana  and 
Pennsylvania.  General  Motors  reportedly 
is  testing  the  waters. 

Other  competitors  are  stepping  up  pro- 
motions. Amoco  Auto  Club,  owned  by 
Standard  of  Indiana,  is  the  nation's  sec- 
ond-largest auto  club  system  with  2.5 
million  members  and  now  has  a  deal 
with  Chrysler  under  which  new  Chrysler 
buyers  become  Amoco  members  free. 
Hertz  will  soon  be  peddling  cut-rate 
Montgomery  Ward  memberships  to  con- 
sumers who  lease  Hertz  cars. 

These  new  challengers  are  attracted 
not  only  by  the  sheer  size  of  the  market 
and  the  obvious  profitability  of  well-run 
AAA  clubs,  but  by  some  conspicuous 
chinks  in  the  AAA  armor.  For  one  thing, 
they  feel  this  business  is  a  natural  to 
stimulate  credit  card  use.  Moreover,  if 
the  tow  truck  that  pulls  you  out  of  the 
snowbank  is  from  one  of  the  22,000  ser 
vice  stations  and  garages  around  the 
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vies  B  Creed  of  the  American  Automobile  Association 
lot-for-proflt"  doesn't  mean  there  isnt  any. 


untry  with  which  AAA  has  contracts, 
u  don't  pay.  AAA  reimburses  the  ga- 
ge  owner.  But  garage  owners  claim 
\A  pays  less,  and  more  slowly,  than 
her  clubs. 

What's  more,  AAA  has  a  public  rela- 
ins  problem.  Many  people  associate  it 
th  the  old  "highway  lobby,"  that  hard- 
ised,  tunnel-visioned  collection  of  in- 
rest  groups  that  helped  destroy  mass 
msit  and  pushed  the  use  of  tax  dollars 
subsidize  motoring.  The  reputation  is 
it  undeserved,  and  it  prejudices  a  grow- 
g  number  of  people  against  the  organi- 
tion,  which  they  feel  helped  create  the 
ergy  crisis.  The  national  AAA  alone 
s  four  pro-highway  lobbyists  in  Wash- 
^ton,  and  state  and  local  lobbyists  are 
.  the  payrolls  of  individual  clubs. 
What  makes  companies  like  Mobil  see 
this  as  such  an  opportunity  is  the  fact 
at  AAA  clubs,  when  well-run,  can  be 
y  profitable.  "  'Not-for-profit,'  "  AAA 
ss  Creal  hastens  to  say,  "just  means 
e  profits  aren't  distributed."  The  Auto 
ub  of  Southern  California,  for  example, 


has  more  than  2.5  million  members  and 
excellent  management.  At  the  end  of 
1979  it  was  sitting  on  $71  million  in 
"retained  income  over  expenses  since 
inception" — what  would  be  called  share- 
holders' equity  in  a  public  company. 
Much  of  this  money  is  available  to  in- 
vest, much  as  American  Express  invests 
its  travelers-check  float,  or  to  capitalize 
buildings  (they  have  plenty)  or  start  side 
businesses  like  travel  agencies  that  cre- 
ate additional  income. 

Without  stockholders  to  account  to, 
AAA  can  be — and  is — extremely  gener- 
ous to  some  of  its  employees.  Salaries 
can  run  to  $100,000  and  above  for  the 
manager  of  a  local  club — about  in  line 
with  those  in  an  insurance  company  of 
the  same  size.  On  average,  too,  AAA  has 
1  employee  for  every  900  members, 
while  some  competitors  among  the 
"mail-order  clubs,"  as  AAA  calls  them, 
get  along  with  1  for  10,000  or  so.  Retorts 
Ward  Auto's  Cremer:  "AAA  clubs  are 
'not-for-profit'  only  because  they  spend 
so  much  on  personnel."  Personalized  ser- 


vice, AAA's  pride  and  joy,  makes  AAA 
very  vulnerable  to  inflation. 

All  of  which  makes  the  AAA  a  tempt- 
ing target  for  free  enterprise.  The  Auto 
Club  of  Michigan,  a  well-run  statewide 
AAA  club  with  1.3  million  members, 
now  writes  more  auto  casualty  insurance 
in  the  State  of  Michigan  than  the  next 
two  companies  combined — $328  million 
worth  (net  premiums  written)  in  1979. 
The  club  received  $24  million  in  mem- 
bership fees  in  1978,  the  last  year  for 
which  records  are  available,  and  another 
$1  million  in  enrollment  fees.  But  it  also 
took  in  nearly  $3  million  in  commis- 
sions on  travel  bookings,  nearly 
$900,000  in  advertising  from  Michigan 
Living,  its  member  magazine,  and  some 
$570,000  in  commissions  from  securing 
auto  loans  for  members.  It  made  $1.5 
million  on  its  $21  million  investment 
portfolio.  All  in  all,  the  Michigan  club 
had  net  income  of  about  $2  million,  a 
return  on  its  operating  fund,  or  equity,  of 
some  16.8%— higher  than  the  five-year 
average  return  on  equity  of  Exxon,  Arco, 
Gulf  or  Texaco. 

In  AAA  strongholds  less  entrenched 
than  Michigan,  there  are  the  beginnings 
of  some  apprehension.  In  Seattle,  for  ex- 
ample, where  the  213,000-member  AAA 
club  may  run  in  the  red  this  year,  Execu- 
tive Vice  President  Russell  Van  Rooy 
says:  "We  used  to  think  it  was  flattering 
to  have  other  companies  imitate  us." 
Today  the  AAA's  advertising  reflects 
concern.  "AAA  gives  road  service,  not 
lip  service,"  says  a  New  Jersey  AAA 
mailing.  A  Connecticut  club  gives  new 
members  the  first  month  free. 

While  the  AAA  fights  for  its  market,  it 
also  may  have  to  fight  for  a  dwindling 
number  of  outlets  for  its  road  services. 
Since  1970  the  number  of  service  sta- 
tions in  the  U.S.  has  fallen  from  225,000 
to  153,000,  largely  because  of  the  1973 
oil  embargo.  Some  stations,  too,  have 
dropped  AAA,  saying  they  can  make 
more  money  towing  for  other  clubs  or 
even  for  themselves.  Amoco  claims  it 
pays  towing  contractors  nearly  twice 
what  AAA  does  for  the  average  road  call. 
Other  station  owners  grumble  that  AAA 
members  have  taken  advantage  of  them. 
"Sometimes  an  AAA  member  would  call 
in  with  a  flat,"  says  Andy  Geoghegan,  a 
Queens,  N.Y.  garage  owner  who  dropped 
AAA  some  years  ago.  "Then  when  my 
man  got  there,  they'd  really  want  their 
snow  tires  put  on." 

All  this  has  contributed  to  AAA's  loss 
of  market  share,  rising  membership  fees 
and  image  problems.  The  organization  is 
trying  to  cut  away  some  fat;  36  AAA 
clubs  have  merged  with  each  other  in  the 
last  four  years  and  Creal  predicts  that 
someday  only  90  of  his  195  clubs  may 
remain. 

That  may  keep  this  not-for-profit  be- 
hemoth in  the  black.  But  it  doesn't  guar- 
antee its  position  in  the  fast  lane.  I 
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If  you  re  upset  about  the  possibility  of  a  new 
draft,  don't  put  all  the  blame  on  Brezhnev. 


Is  a  draft 
inevitable? 


By  Beth  Brophy 


EVEN  WITHOUT  THE  MIDDLE  EAST 
crisis,  the  U.S.  might  soon  have  to 
consider  seriously  a  resumption  of 
military  conscription.  It's  this  simple: 
The  number  of  military-age  males  will 
drop  sharply  over  the  next  decade.  By 
1990,  the  U.S.  Census  Bureau  projects, 
18-year-old  males  in  the  population  will 
drop  19%,  from  today's  2.1  million  to  1.7 
million.  This  is  the  pool  from  which  the 
military  draws  recruits,  and  the  decline 
will  make  the  job  of  Army  recruiters 
even  tougher  than  it  has  been  lately.  Last 
year  an  investigation  revealed  that  near- 
ly 400  recruiters  resorted  to  such  dubious 
practices  as  coaching  prospects,  improp- 
erly verifying  the  educational  qualifica- 
tions of  potential  enlistees  and  even  giv- 
ing out  answers  on  entrance  tests  to  fill 
their  quotas.  That's  a  sign,  if  further 
signs  are  needed,  that  in  an  affluent  soci- 
ety not  many  educated  people  want  a 
military  career. 

Though  he  still  pays  lip  service  to  the 
volunteer  army  rather  than  a  draft,  Joint 
Chiefs  of  Staff  Chairman  General  David 
Jones  says,  "We  have  tough  problems 
today,  and  they  are  going  to  get  tougher 
as  we  have  the  demographic  shift  and 
fewer  young  people  coming  up  to  age 
18."  Retired  Admiral  Elmo  Zumwalt 
says  what  most  military  people  may  real- 
ly believe:  "Without  question  we  need  a 
draft.  The  all-volunteer  force  has  failed 
miserably." 

Current  proposals  to  reinstitute  some 
form  of  draft,  however,  bring  up  some 
nagging  problems  from  Vietnam  days 
along  with  some  newer  variations  like 
whether  to  draft  women  at  all  and  what 
to  do  with  them  if  drafted.  When  all 
ehgibles  register,  the  pool  is  much  larger 
than  the  Army  needs.  During  the  Viet- 
nam War,  anyone  with  enough  money  to 
go  to  college  or  hire  a  lawyer  could  get  an 
exemption. 

Then  there  is  a  potentially  explosive 
issue  most  government  officials  would 
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prefer  not  to  discuss:  the  increasing  reli- 
ance on  blacks  and  other  minorities  to 
fill  the  ranks  as  white  recruits  grow  hard- 
er to  find. 

Martin  Binkin,  a  senior  fellow  at  the 
Brookings  Institution,  says,  "The  Army 
does  have  a  disproportionate  number  of 
minorities,  especially  in  the  combat 
units,  which  are  often  50%  black." 
Which  could  mean  that,  in  the  event  of 


war,  a  group  that  makes  up  perhaps  14% 
of  the  population  would  bear  as  many  as 
50%  of  the  casualties.  Binkin  goes  on  to 
warn  that  a  draft  would  not  necessarily 
guarantee  all  segments  of  the  population 
would  share  equally  in  the  danger  and 
sacrifice.  Says  he:  "Even  if  we  go  to  a 
lottery  system,  inequities  creep  in. 
Those  with  low  numbers  flock  to  enlist 
in  part-time  reserve  units  and  the  Air 
Force  and  Navy,  so  those  services  get  the 
cream.  The  Army  may  well  wind  up  with 
a  heavy  concentration  of  minorities." 
Toward  the  end  of  World  War  II,  this 
problem  was  solved  by  closing  enlist- 
ments and  filling  the  needs  of  all  the 
services  from  the  draft. 

Zumwalt,  a  former  Chief  of  Naval  Op- 


erations, suggests  the  reimposition  of  a 
draft  with  exemptions  granted  only  in 
the  interest  of  national  defense,  as  in  the 
case  of  medical  and  science  students 
"Life  is  full  of  unfairness,"  he  says.  "The 
best  we  can  hope  for- is  to  get  the  least 
inequitable  system." 

More  than  "fairness"  is  at  stake,  how- 
ever. "Recruitment  is  a  disaster  verging 
on  a  scandal,"  says  Joseph  Churba,  a 
military  analyst  with  the  Center  for  In 
ternational  Security,  a  private  Washing 
ton  educational  organization.  Churba 
points  out  that  a  modern  military  force 
needs  a  good  deal  more  than  just  muscle 
power.  He  sees  the  draft  as  the  only 
solution  to  military  personnel  shortages 
that  have  created  yawning  vacancies  in 
skilled  positions:  45,000  noncommis 
sioned  officers  in  the  Army,  20,000  in 
the  Navy,  5,000  in  the  Marines  and  2,000 
Air  Force  pilots.  The  reserve  units  need 
another  133,000  to  reach  the  peacetime 
goal  of  940,000  volunteers. 

The  failure  of  military  people  with 
long  service  to  reenlist  has  caused  what 
General  Jones  calls  "our  most  serious 
personnel  problem  in  the  military  right 
now."  Jones  blames  the  dropout  rate  oni 
the  failure  of  pay  and  benefits  to  keep  up 
with  inflation.  He  gets  strong  support 
from  Melvin  Laird,  the  former  GOP  con- 
gressman and  defense  secretary  who  isi 
now  a  fellow  at  the  American  Enterprise! 
Institute  (the  GOP's  Brookings  Institu- 
tion). Laird,  in  a  special  study  for  the: 
Institute,  proposes  hiking  military  pay 
by  17%,  or  $5  billion,  indexing  GI  sala- 
ries to  inflation  and  paying  those  in  uni- 
form more  than  civil  servants.  ("The  de- 
mand for  jobs  in  the  federal  civil  service 
far  outweighs  the  supply,"  he  argues.)  Asi 
for  fringes,  Laird  would  make  military 
housing  available  to  half  the  enlisted  per- 
sonnel instead  of  the  20%  who  get  it 
today,  pay  military  families  the  full  costs 
of  moving,  lift  their  housing  allowances 
in  high-cost  areas  and  give  extra  pay  to 
specialists  with  skills  like  computer  pro- 
gramming. Such  a  combination  of  allure- 
ments, he  figures,  could  make  the  volun- 
teer system  work. 

But  Laird  and  Jones  are  echoing  Milton 
Friedman  rather  than  Karl  von  Clause- 
witz.  A  volunteer  army  may  make  good 
free  market  economics,  but  it  might  not 
fit  with  modern  military  reality.  Tanks, 
planes,  ships  and  guns  get  more  compli- 
cated every  day,  requiring  better-educat- 
ed recruits  and  improved  training  once 
they  enter  the  ranks.  Furthermore,  there 
is  strong  sentiment  for  requiring  a  few 
years  of  service  from  those  young  Ameri- 
cans who  have  had  the  advantage  of  a 
technical  education.  Need  only  the  un- 
skilled and  the  poorly  educated  serve? 
After  all,  Andrew  Jackson  emptied  the 
jails  of  New  Orleans  for  recruits  to  stand 
up  to  the  British  in  the  War  of  1812.  But 
soldiers  in  those  days  didn't  need  to 
know  trigonometry.  ■ 
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The  only  widebodies  we  fly  are  the  ones 
people  prefer  most- the 747 and  the  L-1011. 


If  you  like  the  comfort  of  a  wide- 
body,  you're  going  to  like  TWA. 
Because  the  only  widebodies 
we  fly  are  the  widebodies 
people  prefer  most  —  the  747 
and  the  L-1011? 

TWA's  big,  comfortable  wide- 


bodies  can  make  a  long  flight 
seem  shorter.  And  you're  going 
to  like  that. 

Our  widebody  L-1011  's  take 
off  between  major  U.S.  cities 
468  times  a  week,  and  our  wide- 
body  747's  and  L-1011's  cross 


the  Atlantic  122  times  a  week. 

Fly  TWA's  widebody  747's 
and  L-1011's.  You'll 
see  why  they're 
the  widebodies 
people  prefer, 
most. 


You're  going  to  like  us. 


Based  on  a  recent  survey  of  frequent  business  flyers 


Why  Mercedes-Benz  engineers 
wince  when  they  hear  the 450  SEL 
described  as  a  luxury  sedan. 


The  money  you  spend  on  the 
450  SEL  would  be  wasted  if  it 
were  only  a  luxury  car.  You 
pay  not  for  frills  but  for  fine 
engineering— and  the  sublime 
driving  confidence  that  results. 
Mercedes-Benz  believes  this 
is  worth  more  than  all  the 
luxury  on  earth. 

"The  purchase  of  a  450  SEL," 
writes  the  Editor  of  Car  and 
Driver  magazine,  "plugs  you 
into  a  magnificent  and 
apparently  endless  array  of 
automotive  thrills  and  delights." 

Gimmicks,  gadgets  and  lux- 
ury trappings  were  not  what  he 
had  in  mind. 

"It  has  the  performance,  the 
roadholding,  and  the  brakes  to 
avoid  accidents  that  too  many- 
cars  simply  blunder  into,"  he 
concludes.  "In  the  hands  of  a 
skillful  driver,  it  can  perform 
miracles  of  evasive  maneuver." 

The  450  SEL's  thrills  and 


delights,  in  brief,  flow  from 
handling  a  precision  driving 
machine.  The  450  SEL's  suspen- 
sion system  is  a  case  in  point. 

The  Editor  of  Car  and  Driver 
terms  it  ". . .  independent  in  the 
purest  sense  of  the  word:  not 
just  because  each  wheel  is 
allowed  to  trace  the  surface  of 
the  roadway  independent  of 
the  others,  but  because  all  four 
wheels  get  their  jobs  done  with- 
out subjecting  you  or  your 
passengers  to  the  sway  and  yaw 
that  lead  to  motion  sickness, 
or  the  hammering  that  wears 
you  out." 

Mercedes-Benz  may  hold  an 
unfair  advantage  over  the 
industry  —  having  first  used 
fully  independent  suspension 
on  a  production  car  in  193 1 . 

Burrow  down  into  the  vitals 
of  the  450  SEL  and  you  will 
find  numerous  other  signs  of 
technical  perfectionism.  There 
are  actually  seven  shock  absorb- 


ers. And  six  separate  brakes. 
Door  locks  far  exceeding 
Federal  standards  for  strength. 

For  1980,  the  450  SEL  has 
not  been  drastically  lightened 
or  downsized  by  as  much  as  an 
inch.  Yet  it  shows  a  33.3 percent 
increase  in  fuel  efficiency  over 
1979. 

mpg 


Its  EPA  estimate  is  16 


its  highway  estimate  is  22  mpg. 
Compare  this  to  other  cars. 
Your  mileage  and  range  may 
differ  depending  on  speed, 
weather  and  trip  length.  Your 
actual  highyvay  mileage  and 
range  will  probably  be  less  than 
the  highyvay  estimates. 

The  science  of  comfort 

Life  aboard  the  450  SEL  is  as 
smooth  and  tranquil  as  in  any 
sedan  extant. 

But  this  serenity  arises  from 
something  deeper  than  a  feyv 
pounds  of  soundproofing  or  a 
feyv  yards  of  rich  upholstery  . 


be  car  is  scientifically 
sed  to  prevent  discomfort— 
/erything  from  the  noise 
hear  to  the  vibrations  you 
to  the  air  you  breathe. 
>u  are  cradled  in  seats 
^ned  to  minimize  fatigue, 
example,  not  overpadded 
i  superficially  "luxurious" 
Two  sensors  and  an  adjust- 
rheostat  help  the  climate- 
rol  system  maintain  an 
i  temperature,  at  the  level 
select— 12  months  a  year. 

'Grace  under  pressure" 

le  way  the  450  SEL 
□nds  in  a  crisis  is  testimony 
e  Mercedes-Benz  obsession 
safety. 

le  Editor  of  Car  and  Driver 
ts  out,  "there  are  more  than 
/  American  cars  that  can 
icate  the  skidpad  and  sla- 
numbers,  the  braking  dis- 
ss of  the  450,  and  for  a  lot 
"noney.  But  there's  a  catch. 


The  Mercedes-Benz  does  it 
comfortably,  with  aplomb.  The 
phrase  'grace  under  pressure' 
could  have  been  coined  to 
describe  a  Mercedes  extracting 
its  occupants  from  some  threat- 
ening situation  on  a  rain-swept 
road  in  the  middle  of  nowhere." 

The  450  SEL  is  hardly  an 
inexpensive  car  to  buy.  But 
owners  can  take  satisfaction  in 
the  idea  that  it  is  unlikely  to  be 
an  inexpensive  car  when  it  is 
sold  or  traded,  either. 

Consider  the  price,  then  con- 
sider that  after  three  years,  the 
450  SEL  has  proven  to  retain 
80  percent  of  its  original  price. 
No  "luxury"  sedan  made  in 
America  can  even  come  close. 

And  consider  this:  with  every 
new  Mercedes-Benz  comes  a 
dual  commitment:  to  provide 
unparalleled  engineering,  and 
to  provide  unparalleled  ser- 
vice—through the  unstinting 
efforts  of  over  400  authorized 


Mercedes-Benz  dealers  across 
the  United  States. 

Mozart  flowing 

But  the  450  SEL  is  ultimately 
something  more  than  the  sum 
of  its  facts  and  figures. 

The  Editor  of  Car  and  Driver 
ended  his  test  by  putting  that 
something  more  in  words. 

"I  sincerely  wish,"  he  wrote, 
"that  everyone  I  love,  anywhere 
in  the  world,  could  savor  the 
experience  of  rushing  down  a 
country  road  in  the  middle  of 
the  night  with  Mozart  flowing 
out  of  the  speakers,  and  the 
three-pointed  star,  silhouetted 
against  the  headlights'  path, 
leading  the  way.  What  a  gift!" 


Engineered  like  no  other 
car  in  the  world 
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nTormanon  nas  Decome  tne  priceless  capnai 
business:  the  speed  with  which  it  flows,  its  clarity  and  volume. 
Fiber  optics  being  basically  a  light  system,  nothing  could  be  faster, 
clearer,  more  efficient  in  relaying  sounds,  pictures,  data.  This  means  more 

cost-effective  telephony,  facsimile,  teleconference,  name  it.  NEC  was 
one  of  the  first  companies  in  the  world  to  develop  a  working  optical  fiber 
system.  It  is  this  type  of  innovation  and  initiative  that  has  won 
NEC  the  trust  of  customers  in  over  130  countries. 
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Tokyo,  Japan 


ie  essence  of  good  management  is  to  take  rather  ordinary  business- 
and  wring  superior  results  from  them.  By  this  definition,  CPC 
ternational  is  one  of  the  best  managed  outfits  in  the  U.S. 


Handsome  is 
as  handsome  does 


By  James  Cook 


^  he  Soviet  grain  embargo  has  got 
the  President,  the  State  Depart- 
■  merit,  security  analysts  and,  for  all 
one  knows,  the  Arabs  all  het  up  over 
prospects  for  gasohol,  that  9-to-l 
abination  of  unleaded  gasoline  and  al- 
ol  into  which  the  U.S.'  excess  corn 
I  wheat  production  would  supposedly 
diverted.  But  gasohol  produces  barely 
hrug  these  days  at  the  Englewood 
£fs,  N.J.  headquarters  of  CPC  Interna- 
lal — and  yet  CPC  is  one  of  the  com- 
ies  most  likely  to  benefit  if  a  gasohol 
gram  gets  under  way. 
is  one  of  the  U.S.'  largest  corn  refin- 
CPC  has  been  mildly  interested  in 
possibility  of  making  ethanol — as 
in  alcohol  is  more  technically 
>wn — from  corn  for  at  least  two  de- 
es, and  in  November  even  began  con- 
;ring  a  joint  gasohol  venture  with 
aco,  Inc.  CPC  would  shift  its  corn 
:  milling  plant  (so  called  because  the 
ti  is  ground  wet  rather  than  dry)  at 
;in,  111.  out  of  starches  and  sweeteners 


and  into  ethanol — a  prospective  60  mil- 
lion gallons  of  it  a  year — and  Texaco 
would  mix  the  ethanol  with  gasoline  and 
market  it  as  gasohol  in  the  surrounding 
area.  If  CPC  decides  to  go  ahead — and  it 
probably  will — it  will  do  so  because  gov- 
ernment incentives  and  the  special  cir- 
cumstances of  CPC's  Pekin  plant  make 
ethanol  production  attractive  and  profit- 
able, not  because  international  politics 
has  made  gasohol  this  month's  panacea 
for  solving  the  energy  problem.  "It 
looks,"  says  CPC  Chairman  James  W. 
McKee,  57,  "as  if  making  gasoline  from 
petroleum  is  cheaper  than  making  alco- 
hol from  corn,  so  it's  going  to  depend  on 
what  the  government  wants  to  do  in 
stretching  out  supplies  with  alternative 
sources." 

This  unflappable  reaction  is  typical  of 
CPC.  Here  is  no  fad-chasing  outfit.  Ever 
since  McKee,  a  trim,  lanky,  rather  shag- 
gy-looking wartime  Air  Force  pilot,  took 
over  as  chief  executive  eight  years  ago, 
CPC  has  pulled  decisively  into  the  fore- 
front of  the  U.S.  food  industry,  second  in 
profitability  only  to  Kellogg  among  major 
companies  and  ahead  of  both  General 
Foods  and  General  Mills.  Last  year  CPC 
netted  21%  on  its  stockholders'  equity — 


iuSOFI 

BRIC  SOFTEN 


a  return  more  typical  of  electronics  or 
other  fast-growing  businesses  than  a 
commodity  business  like  food. 

CPC  is  really  two  businesses,  each 
only  tenuously  related  to  the  other.  It  is, 
to  begin  with,  a  multinational  producer 
of  branded  grocery  products — a  business 
that  yielded  perhaps  56.8%  of  last  year's 
$3.7  billion  in  sales,  70%  of  its  $336 
million  operating  profit.  It  is  also  a  major 
and  multinational  producer  of  corn-based 
industrial  products,  sweeteners  like  glu- 
cose, dextrose  and  fructose  for  the  food 
industry,  starch  for  both  the  food  and 
paper  industries.  It  is  the  world's  largest 
corn  wet  miller  and  very  probably  its 
largest  producer  of  dextrose,  corn  starch 
and  corn  oil,  and  a  major  producer  of 
animal  and  poultry  feeds. 

As  a  branded  goods  producer  it  has  a 
long  line  of  products  familiar  to  every 
shopper  that  command  dominant  and 
generally  premium-priced  positions  in 
their  various  markets — Hellmann's/Best 
Foods  mayonnaise,  Mazola  corn  oil, 
Skippy  peanut  butter,  Karo  corn  syrup, 
Thomas'  English  muffins,  Rit  dyes  and 
Niagara  spray  starch,  among  others.  But 
CPC's  roughly  $1.2  billion  U.S.  market  is 
not  even  the  half  of  it.  Though  most  are 
largely  unknown  in  the  U.S.,  CPC's  best- 
selling  products  are  household  words 
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already  had.  We  decided  we'd  gone  into 
some  of  the  wrong  businesses,  so  we 
went  back  to  concentrating  on  our  basic 
businesses  and  looking  at  the  returns  and 
utilization  of  our  assets  and  resources. 
That's  what  we've  been  doing  for  the"last 
eight  years,  and  it's  been  paying  off."  It 
certainly  has.  In  the  ten  years  of  the 
Seventies,  CPCs  sales  and  earnings 
more  than  tripled,  while  its  return  on 
equity  moved  up  from  little  more  than 
13%  in  1969  to  over  20%  last  year. 

A  significant  part  of  McKee's  effort 
has  gone  into  getting  CPC  out  of  busi- 
nesses it  should  never  have  gotten  into 
in  the  first  place — management  consult- 
ing, computer  programming,  training 
and  manpower  development — or  into 
disposing  of  operations  that  have  ceased 
to  be  profitable:  the  Corpus  Christi  corn 
wet  milling  plant,  for  instance,  or  Gerber 
baby  foods  in  West  Germany  and  the 
United  Kingdom. 

The  bulk  of  McKee's  effort  has  gone 
into  getting  back  to  basics  and  perfecting 
the  concept  William  T.  Brady  developed 
for  the  company  over  20  years  ago.  Now 
83  and  still  honorary  chairman  of  the 
board,  Brady  decided  back  in  the  mid- 
Fifties  that  Corn  Products  (as  CPC  was 
then  called)  ought  to  reduce  its  inordi- 
nate dependence  on  the  volatile  corn- 
based  starch,  oil  and  sweetener  business 
and  move  into  more  stable  and  high- 
margined  consumer  products  both  in  the 
U.S.  and  abroad.  And  so  CPC  took  over 
C.H.  Knorr,  AG,  a  German  soupmaker, 
in  1957,  and  in  1958,  the  Best  Foods  Co., 
the  U.S.  grocery-products  company. 
After  that  happened,  CPC  was  never  the 
same  again. 

Best  Foods  may  have  seemed  the  real 
prize  at  the  time,  but  Knorr  turned  out  to 
be  the  catalyst  that  transformed  the 
company.  Brady  had  always  envisioned 
being  able  to  transfer  products  from  one 
part  of  the  world  to  another,  as  CPC  had 
transferred  Mazola  to  Germany  and  Lat- 
in America.  But  it  was  not  Best  Foods, 
primarily  but  Knorr  that  went  round  the 
world:    Knorr   soups,    bouillon  cubes, 
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sauces  and  an  endless  proliferation  of 
products;  some  developed  internally, 
others — like  Adler  cheeses,  Alsa  desserts 
and  Chirat  pickles  and  relishes — ac- 
quired. During  the  Sixties  CPC  grocery 
products  spread  out  across  Europe  and  on 
into  Latin  America,  Asia,  Africa  and  the 
Middle  East. 

By  the  Seventies,  CPCs  international 
operations  had  come  to  dominate  the 
company,  providing  63%  of  sales  last 
year,  is  50%  in  1970,  36%  in  1960.  In 
1958  CPC  operated  in  only  18  countries. 
Today  it  operates  in  45  scattered  around 
the  world. 

Most  multinational  companies  treat 
their  overseas  operations  as  extensions 
of  their  domestic  business,  but  from  the 
time  CPC  was  put  together  from  the 
merger  of  the  Glucose  Trust  and  other 
corn  processors  back  in  1906,  it  had  al- 
ways viewed  its  overseas  businesses  as 
rooted  primarily  in  local  needs.  Each  na- 
tional subsidiary  was  run  by  local  manag- 
ers. Each  used  local  labor,  local  materials 
and  supplies  and  served  local  markets. 
And  each  was  supposed  to  be  self-govern- 
ing and  self-sufficient — so  self-sufficient, 
in  fact,  that  when  CPCs  German  subsid- 
iary was  cut  off  from  its  parent  in  World 
War  II,  its  managers  went  on  building  for 
the  future  by  enlarging  its  position  in 
C.H.  Knorr. 

These  days  even  the  product  line  is 
tuned  to  the  local  taste,  locally  posi- 
tioned and  formulated.  In  most  parts  of 
the  world  food  tastes  vary  widely  even 
within  fairly  narrow  geographical  limits. 
Zurich's  tastes  are  not  those  of  Frank- 
furt, and  Frankfurt's  are  not  those  of  Am- 
sterdam. And  so,  in  adapting  their  prod- 
ucts worldwide,  CPCs  chefs  live  with 
the  local  people,  cook  with  them,  eat 
with  them,  learn  their  tastes  and  prefer- 
ences and  reshape  their  products  accord- 
ingly. When  Hellmann's  mayonnaise  be- 
gan to  move  around  the  world  after  the 
Best  Foods  acquisition,  it  took  on  a  lem- 
ony overtone  in  Colombia,  became  more 
mustardy  in  Europe,  more  vinegary  in 
Britain  and  Ireland,  but  retained  its  origi- 
nal subtlety  and  blandness  in  Japan. 

"At  CPC,"  says  Eric  D.  Haueter, 
CPCs  vice  president,  commercial  devel- 


from  Tokyo  to  Trinidad,  from  Amster- 
dam to  Zamboanga.  Knorr  soups,  sauces 
and  bouillons,  Maizena  corn  starches, 
Dextro-Energen  quick-energy  tablets, 
Alsa  desserts,  Gerber  baby  foods  (pro- 
duced under  franchise) — all  are  best- 
sellers around  the  world,  while  Adler 
cheeses,  Winborgs  fish  products,  Fruco 
catsup,  fruits  and  vegetables,  Chirat 
pickles  and  relishes,  and  a  score  of  others 
are  bestsellers  in  various  national  mar- 
kets around  the  world. 

CPC  is  certainly  not  the  world's  big- 
gest food  company.  The  Unilever  Group 
does  5  times  the  sales  volume,  Nestle 
does  4,  and  even  in  the  U.S.,  General 
Mills,  General  Foods  and  Beatrice  Foods 
are  larger,  but  CPC  nonetheless  manages 
a  better  five-year  average  return  on  equi- 
ty than  any  of  them.  This  is  no  accident. 
While  all  managements  claim  they  pay 
prime  attention  to  profitability,  manage- 
ment at  CPC  really  does.  The  question  it 
always  asks  is  not  how  much  growth  but 
what  kind  of  return  on  capital.  "What 
we're  trying  to  do,"  says  President  lames 
R.  Eiszner,  52,  "is  make  sure  we  plant  a 
few  seeds  every  year,  rather  than  plant 
the  whole  world  in  one  year  and  wait  five 
years  for  a  harvest." 

In  this  spirit  CPC  has  avoided  ambi- 
tious but  questionable  mergers  and  bold 
but  risky  new  product  programs.  This 
bottom-line  awareness  is  the  most  basic 
of  all  corporate  disciplines,  and  yet  it  is 
honored  more  often  in  the  breach  than  in 
the  observance.  To  look  at  the  way  CPC 
operates  is  to  understand  what  this  disci- 
pline means. 

CPC  came  to  this  discipline  by  draw- 
ing sensible  conclusions  from  painful  ex- 
periences. During  the  Sixties,  it  had 
launched  a  major  but  conventional  diver- 
sification. It  ran  through  five  chief  ex- 
ecutives in  ten  years  before  discovering 
that  conglomeration  was  the  wrong 
path.  For  most  of  a  decade,  its  earnings 
moved  erratically  within  a  fairly  narrow 
range,  while  its  return  on  equity  hovered 
somewhere  around  14%. 

Unlike  many  others,  CPC  learned 
from  its  mistakes.  "In  the  Seventies," 
McKee  says,  "we  decided  the  place  to  get 
growth  was  in  some  of  the  businesses  we 
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ment,  "we  don't  really  believe  we  have 
)roduct  to  sell.  We  have  a  concept — 
it  you  tailor  the  product  system  to  the 
irket — and  that's  our  strength.  We 
ow  how  to  search  for  it  and  formulate 
nto  a  product  that  best  fits  a  particular 
ing  culture,  a  particular  market 
i  consumer.  So  the  end  product 
ks  the  same  from  one  country  to 
Dther,  but  the  way  we  position 
formulate  it,  it  may  be  quite 
ferent.  Knorr  had  always  built 
business  this  way,  and  that  con- 
)t  completely  took  over  and  in- 
rated  the  company  " 
'You  don't  tell  each  country, 
m  do  this  or  do  that,'  "  McKee 
rs.  "You  work  with  them  to  de- 
mine  which  way  they  are  going 
go  and  then  make  sure  on  the  corpo- 
e  level  they  have  the  resources  they 
;d  to  do  it.  We  don't  set  goals.  We  ask 
:m  to  improve  their  results.  What  we 
1  offer  is,  if  they  have  tremendous 
jortunities,  they  don't  have  to  rely  on 
:ir  own  resources." 

What  opened  the  door  for  CPC's  Con- 
ner products  was  the  corn  wet  milling 
iiness,  which  Corn  Products  had  tak- 
to  Europe  and  Latin  America  in 
:  Twenties  and  Thirties.  CPC 
uld  begin  marketing  edible 
rch,  dextrose  and  corn  syrups, 
i  gradually  acquire  the  market- 
,  organization,  the  local  manage- 
nt,  the  knowledge  of  the  local 
rket,  and  cash  flow  to  diversify, 
i  Mexico,"  says  George  E.  Hoff, 
e  president,  corporate  technical 
>port,  "we  started  out  with  a  1 — 
all  corn  wet  milling  plant.  Then  came 
izena.  Next  we  came  in  with  Knorr 
iducts.  We  built  another  plant  and  ex- 
lded  that.  We've  got  a  whole  line  of 
iducts  there  now,  and  Mexico's  on  the 
ge  of  taking  more  bouillon  cubes  than 
r  other  country  anywhere  in  the 
rid,  more  even  than  Italy." 
lut  if  the  Knorr  philosophy  spread  rap- 
y  overseas,  it  made  somewhat  slower 
igress  in  the  U.S.  For  one  thing,  the 
>.  food  market  is  basically  a  national 
rket.  You  might  market  products  un- 
regional  labels  as  Best  Foods  market- 


As  CPC's  expansion  accelerated 
in  the  late  Seventies,  branded 
goods  came  to  provide  the  big- 
gest part  of  CPC's  sales.  . . . 


Sales  ($  billions) 


Result:  CPC's  per-share  earnings 
began  rising  far  more  rapidly 
than  sales. . . . 


and  its  return  on  equity,  high 
even  relative  to,  say,  General 
Foods,  moved  even  higher. 
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ed  mayonnaise  (Hellmann's/Best  Foods) 
or  corn  starch  (Duryea,  Kingsford,  Argo), 
but  the  product  remained  the  same. 
When  you'd  achieved  the  optimum  for- 
mulation, you  didn't  go  around  modify- 
ing it,  certainly  not  to  meet  some  vague- 
ly defined  regional  preference.  Then  too, 
CPC's  initial  efforts  to  transplant 
Knorr's  expertise  to  the  U.S.  market — 
dehydrated  soups — was  one  of  the  great 
marketing  disasters  of  postwar  history — 
on  a  par,  if  not  on  a  scale,  with  the  Edsel, 
the  Lockheed  Electra  or  the  remake  of 
Cleopatra. 

What  the  Knorr  setback  pointed  up 
was  that  in  the  U.S.  CPC  has  never  been 
much  committed  to  new  product  devel- 
opment, as  General  Foods,  say,  has  al- 
ways been.  "It's  quicker  and  safer,"  Bill 
Brady  used  to  say,  "to  buy  a  good 
existing  company,"  and  CPC  and 
its  predecessor  companies  have 
bought    plenty    of    them — from 
Skippy   (peanut   butter)    to  S.B. 
Thomas  (muffins).  But  acquisitions 
are  costly  these  days,  so  CPC's 
strategy  has  been  to  develop  vari- 
ations on  existing  products,  and 
not  very  many  of  them— a  diet  ver- 
sion of  Mazola  margarine,  for  instance, 
an  unhomogenized  "old  fashioned"  ver- 
sion of  Skippy  peanut  butter.  Even  its 
two  biggest  successes  of  recent  years — 
Golden  Griddle  pancake  syrup  and  Big  H 
hamburger    sauce — are    variations  on 
CPC's  existing  mayonnaise  and  corn  syr- 
up products. 

CPC  has  had  no  such  inhibitions  in 
Europe,  where  it  regularly  introduces  two 
or  three  new  products  a  year.  But  Europe 
is  different  from  the  U.S.  "You  don't 
introduce  a  product  into  Europe," 
says  Eiszner.  "You  introduce  it 
into  England  or  Germany  or  Aus- 
tria, and  because  these  are  fairly 
compact  markets,  if  you're  suc- 
cessful, it's  easy  to  spread  geo- 
graphically— to  two  more  coun- 
tries, then  five,  then  five  more.  To 
make  an  impact  in  the  U.S.  with 
its  unified  market  is  much  more 
difficult.  You  really  have  to  have  a 
winner  to  make  it  with  200  million  peo- 
ple. We  are  not  negative  about  product 
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launches.  We  are  just  very  careful." 

Critics  have  suggested  that  CPC  shies 
away  from  new  product  introductions 
because  it  hasn't  the  talent  to  handle 
them.  Not  so,  say  CPC  executives.  "To 
think  every  operation  should  perform 
the  same  role  in  the  business  is  not  to 
understand  the  way  the  business  runs," 
Eric  Haueter  says.  "Best  Foods  generates 
a  lot  of  cash,  and  that  is  one  of  its  as- 
signed roles  in  the  company.  We  should 
be  satisfied  with  a  relatively  modest  rate 
of  growth  as  long  as  Best  Foods  provides 
the  cash  flow  we  need  for  other  places." 
Of  course.  Every  well-run  corporate  sta- 
ble needs  a  few  milk  cows. 

CPC  is  content  to  let  many  of  its 
brands  simply  run  down,  live  out  their 
useful  lives  with  a  minimum  of  promo- 
tion and  be  gracefully  interred,  as  Shinola 
shoe  polish  was  a  few  years  ago,  when 
the  market  gave  out.  Many  of  these 
brands  have  surprising  longevity  and  go 
on  generating  cash  for  CPC's  other  ac- 
tivities at  very  little  cost  to  the  com- 
pany—products like  HO  cereals,  Presto 
cake  flour,  Rit  dyes,  Fanning's  bread-and- 
butter  pickles.  Such  consumer  products 
often  command  astonishing  customer 
loyalty.  A  few  years  ago,  CPC  decided  to 
discontinue  its  Kingsford  corn  starch  in 
favor  of  Argo.  To  discourage  consump- 
tion, it  cut  out  all  advertising  and  even 
charged  a  cent-a-pound  premium,  but 
Kingsford  still  sells  steadily.  Customers 
prefer  it  to  Argo  even  though  it  is  identi- 
cal in  every  respect  except  the  name  and 
packaging. 

In  the  U.S.  CPC  can  afford  to  be  re- 
laxed about  new  products  because,  what- 
ever else,  it  hasn't  needed  them  to  sup- 
port its  growth.  CPC's  product  line  in 
fact  is  extraordinarily  long-lived — Karo 
syrups  first  went  on  the  market  in  1902, 
Mazola  corn  oil  in  1911,  Hellmann's 
mayonnaise  in  1912,  but  they're  still  all 
very  much  alive,  growing  and  even  in- 
creasing their  share  of  market.  And  in- 
vading a  new  market  with  an  old  product 
can  be  every  bit  as  lucrative  (and  a  lot 
less  costly)  than  starting  a  new  product 
from  scratch. 

Hellmann's  mayonnaise,  Best  Foods' 


biggest  moneymaker,  already  has  over 
40%  of  the  U.S.  market  and  continues  to 
increase  its  share.  Skippy  peanut  butter, 
with  a  good  quarter  of  the  fast-growing 
market,  also  continues  to  increase  its 
market  share.  With  over  80%  of  the'corn 
syrup  market,  Karo's  volume  has  slack- 
ened off,  but  Golden  Griddle  has  more 
than  made  up  the  difference.  With  main- 
ly private  label  competition  in  corn  oil 
itself,  Mazola  has  pinned  down  and  held 
its  16%  share  of  the  vegetable  oil  mar- 
ket, despite  Procter  &  Gamble's  and 
Wesson's  attempts  to  move  in  with  low- 
cholesterol  Sunlite  and  Puritan.  Dry 
laundry  starch  consumption  has  been  de- 
clining, but  Niagara  spray  starch,  with 
close  to  50%  of  the  market,  continues  to 
make  gains.  As  an  additional  fillip  to 
growth,  CPC's  U.S.  institutional  food 
supply  service  is  beginning  to  match  the 
success  CPC  has  had  in  Europe  with 
Caterplan,  which  serves  government  and 
university  clients.  And  one  day,  when 
the  time  seems  ripe,  the  Knorr  line  is 
going  to  find  its  way  into  the  U.S. — 
probably  not  with  soups  in  the  begin- 
ning, but  with  desserts. 

CPC's  most  conspicuous  domestic  tri- 
umph has  been  its  success  in  transform- 
ing S.B.  Thomas,  the  muffin  company  it 
acquired  in  1970,  into  one  of  the  com- 
pany's best  moneymakers.  CPC  com- 
pletely overhauled  the  management, 
scrapped  its  plans  for  broadening  the 
product  line  and  going  national  with  fro- 
zen muffins.  Instead,  it  has  been  expand- 
ing geographically,  pinning  down  a 
dominant  market  position  wherever  it 
goes,  and  now  serves  maybe  42%  of  the 
country.  Because  its  baked  goods  are  sold 
fresh,  Thomas'  marketing  reach  is  limit- 
ed by  the  daily  truck  range  of  its  bak- 
eries, maybe  a  radius  of  400  miles,  and  so 
it  has  been  expanding  gradually  by  build- 
ing or  acquiring  regional  plants — from 
Totowa,  N.J.  in  1970  to  San  Francisco  in 
1977  to  Frederick,  Md.  in  1978,  to  Chica- 
go most  likely  in  1981.  Sales  have  gone 
from  $23  milhon  in  1969  to  over  $85 
million  last  year,  earnings  before  taxes 
have  easily  increased  tenfold,  and  for  all 


that,  Thomas  is  just  getting  started. 

If  CPC's  domestic  grocery  products 
strategy — cautious  in  innovating,  aggres- 
sive in  exploitation — has  been  a  triumph 
in  recent  years,  its  other  business — the 
industrial  business  the  company  was 
founded  on — is  far  more  problematic.  In 
1974,  when  sweetener  prices  followed! 
sugar  prices  through  the  roof,  CPC  made 
more  from  corn  wet  milling  in  the  U.S. 
than  it  did  from  Best  Foods.  But  when 
times  are  bad,  corn  wet  milling  is  lucky 
to  break  even,  as  it  did  between  1976  and 
1978,  when  the  boom  collapsed  and  ex- 
cess capacity  sent  prices  crashing.  "On  a 
worldwide  basis,"  says  McKee,  "it  is  still 
a  profitable  business.  It's  one  of  the  busi- 
nesses we  want  to  be  in,  and  it  gives  us  a 
good  base  to  grow  on  in  other  things." 

Overall,  CPC  executives  argue,  the  dif- 
fering characteristics  of  CPC's  two  basic 
businesses — commodity  products  and 
branded  foods — make  an  especially  good 
fit.  "Corn  wet  milling  is  a  capital-inten- 
sive business,"  Haueter  explains,  "with  a 
high  breakeven  point.  The  opposite  is > 
true  of  the  consumer  business.  On  a 
worldwide  basis,  we've  achieved  quite  a 
remarkable  balance.  We  can  shift  be- 
tween capital-intensive  and  more  cap- 
ital-extensive businesses  as  the  opportu- 
nities develop." 

Thus,  the  cash  flow  from  consumer 
products  goes  into  financing  the  capital 
needs  of  corn  wet  milling.  Note  the  bal- 
ance: Many  successful  consumer  prod- 
ucts companies  have  a  problem  of  where 
and  how  to  invest  profits;  lacking  inter- 
nal opportunities,  they  are  frequently 
tempted  into  businesses  of  which  they 
know  little  or  nothing.  CPC  doesn't  have 
this  problem.  And  if  the  milling  business 
is  cyclical,  it  can  be  highly  profitable  in 
the  peak  years.  "We  like  the  combina- 
tion of  the  two  businesses,"  McKee  says. 
"Our  consumer  business  may  not  have 
the  fixed  assets,  but  the  amount  of  mon- 
ey you  have  to  put  into  marketing  to 
maintain  it  is  a  long-term  investment,  it 
just  happens  you  charge  it  off  every  year. 
The  way  we  look  at  it  is  a  matter  of 
different  markets.  To  be  in  one  you  have 
to  have  fixed  assets.  To  be  in  the  other 
you  have  to  have  a  marketing  program." 


Presto 


CHICKEN  MACARONI  S< 


46 


FORBES,  MARCH  3,  1980 


In  recent  years,  the  opportunities  in 
rn  wet  milling — at  least  in  the  U.S. — 
ve  seemed  less  attractive  to  CPC  than 
ey  have  to  competitors  like  Staley,  Ar- 
er-Daniels-Midland  and  Standard 
ands.  In  the  mid-Seventies,  all  three 
inched  major  expansions  of  their  basic 
pacity,  and  built  large  positions  in 
:CS — high  fructose  corn  sweeteners 
drbes,  June  26,  1978),  a  revolutionary 
w  product  that  in  many  uses  matches 
gar  for  sweetness.  CPC,  though  it  was 
e  of  the  pioneers  in  HFCS  technology, 
is  skeptical  of  the  profit  potential  and 
Id  back.  It  settled  instead  for  a  modest 
lount  of  capacity  at  its  Argo  plant  out- 
le  Chicago — 250  million  pounds  vs. 
arly  1  billion  apiece  for  Staley,  Standard 
inds  and  ADM.  "We  felt  the  market 
>uld  suffer  from  overcapacity,"  says 
in  M.  Volkhardt,  president  of  CPC 
)rth  America,  "and  we  were  right." 
rhese  days,  however,  CPC  is  at  least 
ving  second  thoughts.  In  January, 
ica-Cola  decided  to  use  HFCS  for  the 
>t  time  for  half  of  the  sweetening 
eded  to  make  Coca-Cola  in  the  U.S., 
d  this  will  put  tremendous  demands 
the  industry's  HFCS  capacity.  At  the 
)ment,  CPC  doesn't  produce  the  55% 
:CS  that  Coca-Cola  will  use,  but  it 
sects  nonetheless  to  benefit  from  spill- 
er  demand  for  the  42%  HFCS  that 
'C  does  produce.  With  increases  in  de- 
md  expected  this  year  and  for  the  fore- 
•able  future,  CPC  may  well  find  that 
:CS'  profit  prospects  are  brighter  than 
;y  seemed  in  the  past, 
iven  so,  CPC  is  unlikely  to  plunge  in 
lly-nilly.  As  in  everything  else,  its  ba- 
strategy  is  to  expand  selectively, 
he  strategy  is  to  select  the  market," 
rs  George  Hoff.  "Chicago  is  good  be- 
lse  delivery  costs  are  good.  California 
very  good  for  the  same  reason.  Maybe 
u  shouldn't  be  the  biggest,  maybe  you 
juld  be  able  to  carve  out  the  market 
u  can  serve  most  profitably." 
IPC's  Argo  plant  (see  box)  is  located 
ack  in  the  middle  of  the  big  Chicago 
rch  and  sweetener  market,  so  despite 
age  and  the  lower  manufacturing  costs 
some  of  its  competitors,  the  plant's 


The  great  corn  coffer 


Long  before  dawn,  dozens  of  massive  12-ton  trucks  begin  pulling  up  outside 
CPC's  giant  corn  wet  milling  plant  at  Argo,  111.  in  suburban  Chicago.  Then, 
precisely  at  7  a.m.  each  day,  the  trucks  begin  to  unload,  one  every  four  minutes 
until  dusk,  bringing  in  the  130,000  bushels  of  shelled  corn  the  plant  needs 
every  day  to  keep  running  at  full  capacity. 

CPC's  corn  wet  milling  process  is  based  on  a  milling  procedure  invented 
more  than  a  century  ago.  An  English  immigrant,  Thomas  Kingsford,  devised 
the  process  back  in  1842  and  created  an  industry,  built  around  cornstarch,  that 
today  absorbs  over  5%  of  the  U.S.'  total  corn  production — a  staggering  7.7 
billion  bushels  a  year.  The  process  is  a  complicated  one.  The  corn  is  first 
cleaned,  soaked  in  water  and  ground  to  a  puree.  Centrifugal  separators  then 
break  down  the  corn  into  its  components — the  husks  and  other  fibers  that  go 
into  poultry  and  animal  feeds,  the  germ  that  is  broken  down  into  corn  oil  and 
the  corn  starch  that  is  the  object  and  economic  justification  of  the  process. 

At  Argo,  one  of  the  largest  such  mills  in  the  world,  45%  of  the  starch  is  flash- 
dried  and  some  is  packaged  into  the  same  edible  starch  that  Kingsford  made 
over  130  years  ago  and,  at  CPC,  is  still  marketed  under  his  name  as  well  as 
under  the  Argo  brand.  The  bulk  is  turned  into  coatings  for  the  printing  paper 
industry  or  into  sweeteners.  Sweeteners — glucose,  dextrose  and  fructose — 
have  emerged  in  recent  years  as  the  industry's  biggest  and  fastest  growing 
products  and  now  rival  sugar  for  a  place  in  baking,  brewing,  candy  and, 
increasingly,  soft-drink  production. 

Corn  wet  milling  is  a  massive  and  largely  unknown  industrial  process — as 
complex  as  the  refining  of  oil  or  chemicals  and  every  bit  as  costly.  The  Argo 
plant  would  probably  cost  over  $275  million  to  duplicate  today.  Because  capital 
costs  run  high  in  the  corn  milling  industry,  every  corn  wet  miller  in  the 
business  tries  hard  to  keep  his  mills  running  full  tilt,  around  the  clock,  seven 
days  a  week.  This  inevitably  means  the  business  is  a  perilously  volatile  one. 
When  demand  is  slack,  the  producers — mainly  CPC,  ADM,  Staley  and  Stan- 
dard Brands — try  to  keep  their  plants  running  by  cutting  product  prices.  When 
demand  is  short,  new  capacity  cannot  be  added  quickly  and,  as  a  result,  both 
prices  and  profits  rocket  wildly  upward.  That's  the  kind  of  economics  that 
kept  the  industry  on  the  brink  between  1976  and  1978  and  that,  over  the  next 
two,  three,  four  years  will  almost  certainly  lift  the  industry  to  a  new  cyclical 
peak. — Christine  Miles 


proximity  to  the  market  keeps  it  com- 
petitive. The  same  concept  shaped  CPC's 
decision  last  fall  to  build  a  $60  million 
corn  wet  milling  plant — the  industry's 
first  since  1975 — at  Stockton,  Calif.  The 
new  plant  should  have  the  lowest  manu- 
facturing costs  in  the  industry  and  deliver 
its  output  of  starch  and  HFCS  to  the  local 
canning  and  paper  industry — at  mini- 
mum transportation  cost. 

"We're  no  longer  interested  in  serving 
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a  customer  simply  because  he's  there," 
Jim  Eiszner  says.  "We're  trying  to  pro- 
vide the  customer  with  a  service  for 
which  he  will  pay  us  a  profit.  We  think 
the  objective  is  to  be  the  largest  and 
most  profitable.  Sometimes  the  two 
don't  go  together.  When  they  don't,  we 
will  sacrifice  some  of  the  large  in  order  to 
be  more  profitable." 

In  this  context  it  becomes  clear  why 
CPC  isn't  carried  away  by  the  prospects 
for  gasohol,  into  which  Archer-Daniels- 
Midland  has  plunged  so  exuberantly. 
CPC  and  Texaco  will  probably  go  ahead 
with  their  joint  venture,  but  the  circum- 
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stances  are  special.  For  one  thing,  Texa- 
co will  provide  an  assured  market.  For 
another,  the  capital  costs  are  a  fraction  of 
what  they'd  be  building  a  new  mill  from 
scratch — and,  of  course,  in  taking  an  old 
mill  at  I'ekin,  111.  off  the  market  CPC  will 
be  tightening  the  supply  situation  in 
corn  products.  Then  too,  because  the  Pe- 
kin  plant  is  fired  by  coal,  it  won't  be 
drawing  down  the  U.S.'  oil  supplies  ei- 
ther. So  why  not?  Once  the  plant  goes 
into  production  in  mid- 1981,  Oppenhei- 
mer  analyst  Lee  Tawes  estimates,  CPC 
could  net  $7  million  to  S9  million  a  year 
on  its  share  of  the  project,  or  30  cents  to 
35  cents  a  share.  In  a  company  that 
earned  close  to  $7.50  a  share  last  year,  35 
cents  isn't  much  of  a  kicker,  but  it  shows 
CPC's  basic  attitude:  Watch  the  bottom 
line,  not  the  headlines. 

What  intrigues  McKee  is  the  possibil- 
ity that  alcohol  could  form  the  base  not 
for  gasohol  but  for  a  significant  move 
into  corn-based  chemicals.  The  U.S.  used 
to  make  chemicals  like  acetone,  butyl 
alcohol  and  acetic  acid  from  corn,  pota- 
toes and  molasses  before  World  War  II, 
and  it  could  do  so  again.  "Unless  you've 
got  overcapacity,  it's  more  profitable  to 
turn  starch  into  sweeteners  than  into 
alcohol,"  George  Hoff  says.  "But  making 
ethanol  for  other  chemical  uses,  Pekin 
could  be  very  profitable." 

Intriguing  as  corn  chemicals  may  be, 
CPC  doesn't  need  some  dynamic  new 
venture  to  sustain  its  long-term  growth. 
There's  more  than  enough  in  the  exist- 
ing system.  Though  CPC's  growth  in 
Europe  and  North  America  may  slacken, 
its  growth  in  Latin  America  and  Asia  has 
finally  begun  to  take  off.  Latin  America, 
in  fact,  is  rapidly  emerging  as  the  third 
major  leg  of  the  company's  business.  It 
already  produces  12.6%  of  CPC's  sales 
and  over  22.4%  of  CPC's  operating  prof- 
its. Within  five  years,  Eric  Haueter  ex- 
pects, Latin  America  could  be  earning 
more  from  consumer  products  than  ei- 
ther Europe  or  the  U.S.  is  today.  By  that 
time,  CPC  Asia — which  currently  pro- 
duces over  3%  of  sales  and  4%  of  operat- 
ing profits — could  easily  be  where  Latin 
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America  is  today.  "Latin  America  and 
Asia,"  says  McKee,  "are  going  to  give  ua 
a  broader  base  and  even  more  stability." 

Security  analysts  have  worried  some- 
times about  CPC's  inordinate  exposure 
to  the  uncertainties  of  the  world  econo-* 
my.  But  nobody  at  CPC  does.  As  they  see; 
it,  such  multinational  diversity  is  a 
source  of  great  strength.  Barring  a  majon 
war,  that  is.  "I  think  the  risks  in  the  so- 
called  stable  economies  are  enormous," 
Eric  Haueter  says.  "And  the  risks  are  not 
balanced  by  growth  as  they  are  elsewhere; 
in  the  world."  As  for  chauvinism  in  the 
poorer  countries,  Haueter  says:  "We're 
not  a  visible  presence."  Nobody  everi 
burned  a  box  of  Maizena  in  protest. 

At  any  rate,  CPC  has  carefully  shel- 
tered itself  from  most  dangers.  Each  of' 
CPC's  units  is  self-contained  and  self- 
financing.  As  a  matter  of  policy,  fixed 
assets  are  supported  by  equity  invest- 
ment or  retained  earnings,  working  cap- 
ital by  local  borrowing,  so  that  CPC  pre- 
fers to  borrow  at  high  interest  rates 
abroad  sooner  than  pay  the  cost  of  ex- 
change losses.  The  most  serious  expo- 
sure lies  in  the  convertibility  of  curren- 
cies and  the  repatriation  of  overseas  prof- 
its. Where  it  can,  CPC  hedges  by  taking 
forward  foreign  exchange  positions  to 
cover  the  70%  of  overseas  earnings  it 
normally  expects  to  repatriate. 

Having  headed  CPC's  Brazilian  subsid- 
iary for  five  years,  McKee  does  not  even 
worry  much  about  being  able  to  live  with 
inflation.  "The  primary  thing,"  he  says, 
"is  to  do  what  you  should  always  do 
anyway — keep  your  costs  low  and  your 
product  quality  high,  so  the  products 
you're  selling  will  justify  the  price  you're 
getting  for  them.  The  trick  is  to  price  the 
product  so  you  can  recover  your  costs 
and  then  some." 

Sounds  elementary  but  that  is  one  of 
the  most  difficult  balancing  acts  in  busi- 
ness. It  can't  be  done  with  mirrors,  only 
with  hard  work  and  constant  discipline. 
CPC  isn't  a  glamorous  company  by  ev- 
eryday standards  but  in  what  really 
counts — in  management  performance 
and  fiscal  results — it  ranks  among  the 
U.S.'  best.  ■ 
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THE  KING  OF  ITALY  SALUTED  THE  CROWDS  FROM 
A  FIAT  OPEN  TOURER.  BUT  THEN,  A  KING  SHOULD 
HAVE  COMFORT  WHEREVER  HE  GOES. 


Meticulously  engineered, 
handsomely  designed,  and  un- 
commonly comfortable,  the  1915 
Fiat  open  tourer  the  King  rode 
around  in  ranked  among  the  truly 
fine  motor  cars  of  its  day.  As 
the  1980  Brava  European  per- 
formance sedan  does  today. 


The  Brava  offers  you  all  the 
luxuries  you  expect  in  contempo- 
rary European  sedans.  And  some 
luxurious  touches  all  its  own. 

BRAVA.  SO  QUIETLY  LUXURIOUS, 
A  BUZZER  IS  REPLACED  BY  CHIMES. 

The  Brava  gives  you  air  con- 
ditioning and  power  steering. 

Its  sumptuous  seats  are  now 
available  upholstered  in  optional 
fine  leather. 

its  roomy  interior  is  color- 
coordinated  with  its  exterior. 

And  its  back  seat  has  reading 
lights  for  your  passengers. 

YET  THE  BRAVA  DOESN'T  COST 
A  KING'S  RANSOM  TO  DRIVE. 

Because  for  all  its  luxury,  the 
Brava  is  a  very  practical  car.  With 
a  DOHC  2-litre  engine  and  option- 
al fuel  injection.  And  excellent 
mileage.  Remember:  compare 

_  _  1  this  estimate  to  the 

/ft   y  estimated  MPG  of 
other  cars.  You  may 
get  different  mileage 
depending  on  speed, 
weather,  and  trip  length.  Actual 
highway  mileage  will  probably 
be  less  and  mileage  varies  in 
California.  EPA  est.  based  on  fuel- 
injected  engine. 

For  the  name  of  the  nearest 
dealer  or  overseas  delivery  infor- 
mation, call  (800)  447-4700 or  in 
Illinois  (800)  322-4400.  Specifica- 
tions subject  to  change  without 
notice. 


MOTORCARS 
IN  THE  GREAT  EUROPEAN 
TRADITION. 

©Fiat  Motors  of  Noah  America  inc  .  1980 
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Have  you  ever  toyed  with  the  dream  of  mov- 
ing to  New  England  and  buying  a  ski  lodge? 
It's  a  precarious  existence  even  when  it  snows. 
And  when  it  doesn't ... 

Tough  sledding 
on  Route  7 


THE  SNOW  FINALLY  STARTED  TO  FALL 
one  morning  in  late  January,  just 
two  days  after  one  of  the  strug- 
gling nightclubs  in  the  valley  below  Mt. 
Snow,  Vt.  held  a  "beach  party,"  complete 
with  a  bikini  contest  and  imported  sand. 
At  the  Hermitage  Inn  in  Wilmington, 
owner  Jim  McGovern  sipped  steaming 
coffee  while  contemplating  the  white 
ridges  building  up  inside  the  tractor-tire 
tracks  leading  to  his  sugarhouse,  where 
he  makes  750  gallons  of  maple  syrup 
annually  to  ease  the  pain  of  a  season  like 
this  one.  "If  it  sticks  it  could  do  some 
good,"  he  offered.  "But  up  there  on  the 
slopes,  4  or  5  inches  of  powder  could 
blow  away  in  an  afternoon." 

All  along  Vermont's  routes  7  and  100, 
from  Bennington  to  Rutland,  from  Wil- 
mington to  Stowe,  there  are  hundreds  of 
endangered  mortgages  among  the  mom- 
and-pop  motels,  lodges,  country  inns  and 
restaurants  that  live  off  the  skiing  indus- 
try. Most  of  them  represent  a  life's 
dream  and  a  life's  savings:  Their  owners 
are  retirees  or  refugees  from  the  urban  rat 
race.  Through  the  month  of  January,  only 
3  feet  of  snow  fell  on  Mt.  Snow,  com- 
pared with  the  6  feet  to  8  feet  it  usually 
gets  by  that  time;  and  the  million  or  so 
skiers  who  ordinarily  contribute  at  least 
5%  of  Vermont's  $3  billion  gross  annual 
product  had  little  to  ski  on  but  up-to- 
$  1 ,000-an-acre-hour  man-made  stuff  run- 
ning in  unconvincing  stripes  down  the 
brown  slopes  of  the  Green  Mountains. 
The  big  ski  areas  were  hunkered  down— 
at  Bromley  Ski  Area  near  Manchester, 
Marketing  Director  Dan  O'Connor 
bravely  claimed  business  so  far  was  off 
"only"  30%  season-to-season — but  the 
small-lodge  and  motel  business  was  a 
disaster. 

"The  wolves  are  starting  to  bay,"  says 
John  Faraci,  38,  an  ex-New  Yorker  who  is 
a  small-business  consultant  in  Manches- 
ter. "After  a  year  like  this  one  the  sellers 
are  going  to  be  motivated,  and  the  prices 
on  motels,  inns  and  lodges  will  be  soft." 
For  most,  the  crunch  won't  get  serious 


until  spring.  "That's  when  they  ordinari- 
ly live  off  their  reserves,"  says  Terry 
Hosley,  a  soft-spoken  mortgage  loan  offi- 
cer at  the  Factory  Point  National  Bank  in 
Manchester  Center.  "If  they  have  to  use 
their  reserves  now  to  get  through  the 
season,  they  could  be  having  a  rough 
time  by  June." 


^^^^^^ ^Jf.    m  4^ 


Bad  days  in  the  Vermont  tourist  trade 
"After  a  year  like  this  one,  the  sellers 
will  be  motivated  and  motel,  lodge  and 
inn  prices  will  be  soft." 

Faraci  figures  the  typical  Vermont  ho- 
tel owner  is  between  35  and  50  years  old 
and  has  between  $35,000  and  $150,000 
in  cash  (usually  representing  his  equity 
in  a  home).  Says  he:  "Maybe  he  made 
$75,000  working  in  New  York,  but  he's 
willing  to  take  a  big  drop  in  income  to 
between  $18,000  and  $25,000  just  to  live 
here." 

Getting  into  the  business  takes 
$200,000  to  $450,000—30%  down  and 


an  11%  to  15%  mortgage  for  a  20-unit 
motel  or  six-to-eight-bedroom  inn  with  a 
restaurant  and  bar.  Staying  in  the  busi- 
ness requires  18-hour  days,  seven-day 
weeks,  $1,800  to  $3,000  monthly  mort- 
gage payments  in  season  and  out,  and,  if 
you're  an  innkeeper,  a  $15,000-a-year 
chef  until  somebody  in  the  family  learns 
to  cook.  Even  in  a  good  season,  the  turn- 
over rate  among  motel  owners  and  inn- 
keepers in  Vermont  may  reach  as  high  as 
40%  a  year. 

Jim  McGovern,  a  lean,  ruddy  42-year- 
old  formerly  in  the  construction  busi- 
ness, is  surviving,  even  though  the  nine 
comfortable  colonial  bedrooms  upstairs 
at  the  Hermitage  have  so  far  been  emp- 
ty more  often  than  not,  and  his  40  miles 
of  cross-country  ski  trails  and  300  pairs 
of  rental  skis  were  a  bust  nearly  up  to 
February.  The  Hermitage  made  it  be- 
cause it  has  an  established  restaurant 
with  a  formidable  wine  list  and  stays 
open  all  year.  Like  a  lot  of  motel  owners 
along  Route  7  who  have  installed  swim- 
ming pools  and  tennis  courts,  McGov- 
ern, who  came  to  Vermont  17  years  ago, 
hopes  to  make  up  his  losses  in  the  sum- 
mer. "I  learned  a  long  time  ago  that  I 
couldn't  depend  on  skiing  alone  to  sur- 
vive up  here,"  he  says. 

A  seasonal  break  would  be  a  relief  for 
the  Canadian  couple  who  bought  a  neo- 
Grecian  inn  on  Route  7  in  1978  for 
$250,000  and  put  another  $200,000  into 
a  new  kitchen  and  ten  rooms  of  antique 
furnishings.  They  need  to  gross  $30,000 
a  month  just  to  break  even,  but  business 
was  so  bad  most  of  this  season  they  had 
to  close  two  days  a  week.  Without  the 
help  of  a  second  business  near  Toronto, 
says  the  tyro  inn  mistress,  "We  wouldn't 
have  gotten  through." 

At  least  she  can  still  claim  that  owning 
a  Vermont  inn  has  been  "the  best  fun 
I've  ever  had."  The  sentiments  of  Jim 
and  Beverly  Lyndes,  who  own  the  Col- 
burn  House  in  Manchester  Center,  may 
be  more  typical.  Lyndes,  46,  left  his  job 
as  an  account  executive  with  Young  & 
Rubicam  to  buy  Colburn  House  just  in 
time  for  the  1973  gas  crunch  and  reces- 
sion. "Our  cash  reserves  were  gone  by 
the  end  of  the  first  year  and  we've  never 
recovered  them,"  says  his  wife.  The 
Lyndes,  tired  and  with  a  family  to  raise, 
have  put  their  inn  up  for  sale,  listed  with 
local  realtors  for  $260,000.  And  these 
days,  even  getting  listed  is  unusual:  Bill 
Oates,  a  small-business  broker  from 
Brattleboro,  only  lists  about  one  of  eight 
inns  or  motels  up  for  sale.  "You'll  find 
some  of  them  carrying  four  and  five 
mortgages,"  he  says. 

Somebody  profits  from  everything,  of 
course.  Take  young  Scott  Vineburg,  who 
arrived  from  Philadelphia  four  years  ago, 
taught  himself  to  cook,  and  now  makes 
$20,000  a  year  as  a  chef — far  more,  he  is 
sure,  then  his  current  employer  is  taking 
out  of  the  business.  ■ 
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FROM  NOW  ON,  YOUR  COFFEE  WILL  DE  SERVED  DY  A  STOCKHOLDER. 


Now,  whenever  you  fly  Eastern  Airlines, 
your  reservation  will  be  confirmed  by  a 
stockholder,  your  bags  checked  by  a  stock- 
holder, and  your  plane  will  be  maintained 
and  flown  by  stockholders. 

Because  every  full-time  Eastern 
employee  with  us  as  of  January  1  now  owns 


a  piece  of  the  airline-ten  shares  each.  The 
stock  is  symbolic  of  the  stake  each  of  us 
has  in  the  future  of  Eastern. 

WeVe  always  said  it's  service  that 
makes  the  difference  when  you  choose  an 
airline.  Now  that  difference  will  be  even 
greater.  The  service  you'll  get  from  us  as 


stockholders-the  extra  thought  and  effort 
you'd  expect  from  a  part  owner-will  be  your 
dividend  for  flying  with  us.  We'll  be  trying 
even  harder  to  earn  our  wings  every  day. 

In  this  country,  there  are  a  lot  of  air- 
lines you  can  call.  But  there's  only  one 
where  the  stockholders  answer  the  phones. 


EASTERN 

WE  HAVE  TO  EARN  OUR  WINGS  EVERYDAY, 


Bell  helping  you  manage  your  business  better  #3 


HOW  A  PHONE  NUMBER 
CAN  BE  YOUR  "OFFICE"  I N 
ANOTHER  CITY. 


Now  there's  an  ingenious  way  to 
build  your  business  in  a  distant  city 
without  the  expense  of  an  out-of- 
town  office.  Its  done  through  an 
amazing  advancement  known  as 
Remote  Call  Forwarding  (RCF). 

It  Works  Like  This 
The  Bell  System  assigns  your 
firm  a  local  number  in  the  city  where 
you  want  to  develop  additional 
business. 

Your  customer  looks  you  up  in 
the  local  phone  book  and  dials  the 
number.  The  call  is  re-directed  via 
Long  Distance  to  your  home  office 
in  another  city.  Or  another  state. 
There  s  no  operator  assistance,  so 
there's  no  waiting. 

Now  you  have  local  presence— 
without  spending  a  penny  for  space, 
furnishings,  or  personnel. 

Surprisingly  Low  Cost 

What's  the  cost?  It's  surpris- 
ingly low— less  than  $18  a  month, 
plus  the  low  direct  dial  rate  for  each 
incoming  call. 

There  s  also  a  one-time  service 
charge  (for  the  connection  in  the  dis- 
tant city). 

But  there's  no  need  for  addi- 
tional lines  and  equipment.  And 
there's  no  extra  charge  for  your  list- 
ing in  both  the  White  and  Yellow 
Pages  directories.  We'll  advise  you 
on  the  availability  of  RCF  in  the 
market  area  you  choose. 

Open  New  Markets 

But  the  real  wonder  of  RCF  is 
what  it  can  do  for  your  business.  For 
instance,  if  you  want  to  test  out  a 
new  market,  you  don't  have  to  open 
an  out-of-town  office.  You  open  an 
"out-of-town  office  number'  — with 
RCF. 

Let's  say  you're  an  electrician. 
Potential  customers  receive  your 
"local''  advertising  or  look  you  up  in 
the  local  phone  directories.  They 
call.  You  then  make  appointments 
and  bunch  the  appointments  into  as 


few  days  as  possible.  In  this  way,  you 
build  your  market  with  the  least 
expense  and  effort. 

On  the  other  hand,  you  may 
discover  there  s  not  enough  business 
to  warrant  an  office  in  a  particular 
town.  And  you  haven't  lost  a  lot  of 
money  finding  out. 

Amazing  Opportunities 

But  that's  just  the  beginning  of 
your  amazing  opportunities  with 
RCF.  Let's  say  you  deal  with  cus- 
tomers in  a  distant  town.  With  RCF, 
they  don't  have  to  call  collect— so 
they  feel  more  comfortable  about 
calling.  They  feel  you  really  want 
their  business,  and  they  tend  to 
order  more. 

You  can  also  use  RCF  to  im- 
prove customer  service,  gain  cus- 
tomer loyalty,  and  so  build  business. 
For  instance,  if  you're  a  dealer  with 
lots  of  retail  customers  in  one  town, 
they  don't  have  to  wait  for  a  salesper- 
son to  call.  They  can  order,  get  the 
latest  prices,  the  newest  deal. 

Retail  stores  accept  orders  from 
surrounding  cities.  Stockbrokers  get 
more  calls  from  clients  when  thev 


(2)  Bell  System 


offer  RCF.  Truckers  have  learned  to 
build  up  business  in  the  city  where 
they  deliver,  and  so  return  with  a 
load.  And  a  whole  range  of  other 
industries  — manufacturing,  business 
services,  real  estate,  construction, 
loan  companies,  personal  services, 
wholesaling,  finance,  and  more- 
have  discovered  its  power. 

Here's  More  Help 

In  addition  to  RCF,  your  Bell 
business  expert  has  all  these  other 
ways  to  help  you  manage  your 
business  better: 

#1  800  Service.  Generate  direct 
response  leads, using  the  toll-free 
800  number.  Improve  service,  speed 
orders.  Expand  market  area,  answer 
consumer  questions,  conduct  prod- 
uct research,  improve  company 
image. 

#2  WATS  Lines  for  Small  and 
Medium  Businesses.  Learn  the  most 
economical  ways  to  buy  WATS— by 
time,  by  area— and  how  WATS  can 
build  profits,  improve  customer  ser- 
vice, and  reduce  selling  costs. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
how  to  capitalize  on  a  prospect's 
interest  immediately  with  quick  and 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond- 
ing through  the  mail. 

#6  Opening  New  Accounts.  A 

tested,  practical  way  to  do  it  by 
phone.  Total  program  covers  every- 
thing from  building  a  list  and  screen- 
ing a  prospect  s  interest  to  closing 
the  sale. 


CALL  800-821-2121 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121. 


A  BELL  BUSINESS  EXPERT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  RCF 
can  be  a  practical,  profitable  plus 
for  your  business.  To  help  you,  we'll 
need  information.  So  we'll  ask  ques- 
tions, like  the  ones  listed  below.  No 
surprises,  nothing  you  won't  have 
the  answer  to.  You'll  find  the  discus- 
sion thoroughly  enlightening  and 
enjoyable. 


Q.  What  is  your  product  or  service? 

Q.  How  many  locations  does  your 
business  have? 

Q.  What  type  of  advertising/promo- 
tion do  ycu  use? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  accept  collect  calls? 


Q.  Are  you  currently  using  services 
other  than  your  local  lines  — such 
as  WATS  or  Reverse  Charge? 


Q.  Does  your  business  have  plans  to 
meet  specific  business  objectives, 
such  as  increasing  market  cover- 
age or  increasing  market  share? 

Q.  To  how  many  cities  would  you 
like  to  expand  market  coverage? 

Q.  How  do  you  currently  test  or 
expand  market  areas? 


OR  WRITE. 

Fill  in  below  or  attach  your  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  1418 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #3  Remote  Call  Forwarding 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #1  800  Service 

□  #2  WATS  Lines  for  Small 

and  Medium  Rusinesses 

□  #4  Selling  Smaller  Accounts 

□  #5  Handling  Inquiries 

□  #6  Opening  New  Accounts 


Name. 
Title_ 


Company- 
Address  

City  


Area  Code. 


.State. 


-Zip_ 


.Business  Phone. 


800-821-2121 


To  call  toll  free,  dial  800-821-2121,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121 . 


Bell  System 


908-005  J 


Statistical  Spotlight 


Thirteen  years  after  our  editors'  darts  hit  a 
stock  table,  Forbes  Dart  Board  Fund  is  still 
beating  the  index  funds— and  nearly  any 
managed  fund  that  you  can  name,  too. 


Winged  victory 


When  a  professor  claimed  that  a 
chimpanzee  throwing  darts  at  a  newspa- 
per stock  table  could  beat  the  picks  of 
your  typical  Harvard  M.B.A.,  we  won- 
dered. So  Forbes'  editor-in-chief,  its  pub- 
lisher and  its  editor  acted  for  the  chimp, 


and  the  Forbes  Dart  Board  Fund  was 
born  (Nov.  1,  1967). 

Since  we  reported  the  results  last 
Mar.  5,  our  fund  has  continued  to  skunk 
all  challengers.  In  the  year  through  Feb. 
5,  1980  it  rose  51%,  vs.  17%  for  the 


S&P's  500  and  only  6%  for  the  Do- 
Jones  industrials.  For  the  long  term,  fror 
its  mid- 1967  start  through  Feb.  5,  ol 
fund  is  up  134%,  vs.  27%  for  the  S&P 
500  and  only  2%  for  the  DJIA. 

Clearly,  we  have  uncovered  som 
truths:  An  unmanaged  fund  chosen  a 
random,  and  unchanged  except  by  oui 
side  events  like  mergers,  can  easily  bea 
an  index  fund.  A  diversified  portfolio  c 
stocks,  where  losses  can  only  be  100"' 
and  profits  can  be  unlimited  (1,900%  Ic 
Texas  Oil  &  Gas,  for  example)  can't  b 
beaten.  Any  prudent  M.B.A.  would  hav 
taken  his  profits  sooner. 

While  our  gainers  (16)  are  not  man 
more  than  our  losers  (11),  the  profits  oi 
the  winners  are  6  times  losses.  So  nov 
we  can  say  we  have  proved  that  a  chi 
panzee  throwing  darts  can  outperforn 
your  typical  M.B.A.'s  choices — and  thi 
best  index  funds  around,  too.— Robert 
Flaherty  and  Maria  Latorraca 


The  Dart  Board  Fund 


Here  is  the  portfolio  of  the  Dart  Board  Fund.  Our  original  choices  have  been 
affected  by  several  mergers,  a  cash  tender  offer,  a  spinoff  and  a  liquidation. 


 Value 

of  portfolio  

— Change 

in  value  since — 

Price 

Shares  pres- 

Present portfolio 

2/5/79 

2/5/80 

2/5/79 

6/30/67 

2'5/80 

ently  held 

Aguirre 

$  756.70 

$  756.70 

0% 

-24% 

14* 

54.05 

Arvin 

1,363.20 

1,181.44 

-13 

+  18 

13 

90.88 

Baker  International 

2,009.54 

3,957.72 

+97 

+296 

64  Vi 

61.36 

Bunker-Ram  o — common 

258.39 

370.04\ 

29 

12.76 

— $1.50  preferred 

631.62 

843.36/ 

+36 

+21 

29% 

28.71 

Carolina  P&L 

567.29 

439.09 

-23 

-56 

17'/8 

25.64 

Chase  Manhattan 

734.53 

1,003.03 

+37 

0 

40% 

24.69 

Checker  Motors 

2,166.78 

2,191.78 

+  1 

+  119 

32% 

66.67 

Crouse-Hinds 

2,292.84 

2,836.60 

+24 

+  184 

20 

141.83 

EMI 

600.00 

•  685.71 

+  14 

-31 

3 

228.57 

Federal  Paper  Board — common 

702.48 

940.30^ 

32  Vs 

29.27 

—$1.20  preferred 

604.81 

775.52  > 

+9 

+  137 

39% 

19.51 

Rexhamt 

865.85 

652.43J 

13% 

48.78 

Firestone  Tire  &  Rubber 

578.60 

404.46 

-30 

-60 

9 

44.94 

Florida  Steel 

1,705.78 

2,830.71 

+66 

+  183 

48  Vs 

58.82 

General  Dynamics 

Houston  Natural  Gas** 

1,134.82 
103.01 

2,666.4 1\ 
184.50/ 

+  130 

+  185 

78  Vs 
45 

34.13 
4.10 

Helene  Curtis 

495.90 

504.17 

+2 

-50 

7% 

66.12 

INCO  Ltd 

485.82 

762.47 

+  57 

-24 

28  % 

26.99 

INCO  (originally  ESB) 

1,151.82 

1,807.72 

+  57 

+  81 

2»v* 

63.99 

International  Paper 

1,363.33 

1,303.49 

-4 

+30 

38'/8 

34.19 

Interpace 

1,321.46 

1,508.96 

+  14 

+51 

21'/8 

71.43 

Ludlow  Corp 

567.83 

547.73 

-4 

-45 

13% 

40.20 

MacAndrews  &.  Forbes 

1,823.69 

2,765.95 

+52 

+  177 

22% 

121.58 

Pacific  Tin  Consol 

1,123.63 

2,000.05 

+  78 

+  100 

22  >/4 

89.89 

JC  Penney 

988.31 

779.63 

-21 

-22 

24% 

31.50 

Pittston 

2,940.58 

4,172.44 

+42 

+317 

26'A 

158.95 

Singer — common 

124.74 

75.74\ 

8V2 

8.91 

— $3.50  preferred 

205.92 

169.26/ 

-26 

-76 

nvs 

6.24 

Standard  Oil  Indiana 

2,879.21 

4,873.50 

+69 

+387 

95 

51.30 

Sunbeam 

565.25 

600.80 

+6 

-40 

21*6 

28.44 

Texas  Oil  &  Gas 

9,476.95 

20,036.98 

+  111 

+  1904 

37 

541.54 

Textron 

687.99 

772.30 

+  12 

-23 

28% 

26.98 

TOTAL 

43,278.91 

65,400.99 

+  51 

+  134 

S&P's  500 

98.09 

114.66 

+  17 

+27 

DJIA 

823.98 

876.62 

+6 

+2 

'Company  being  liquidated;  last  price  NYSE.  tShareholders  of  Riegel  Paper  received  both  Federal  Paper  Board  common  and  preferred  shares  and  Rexham 
common.    "General  Dynamics  divested  Liquid  Carbonic,  which  was  subsequently  acquired  by  Houston  Natural  Gas.  
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In  the  world  of  gold  coins,  here's 
why  the  Krugerrand  stands  out. 


Millions  of  gold  coins  are  now  being 
bought  in  America.  More  than  any 
other,  these  coins  are  Krugerrands. 

The  Krugerrand  outsells  all  the  his- 
toric American  gold  coins.  It  outsells 
the  famous  old  coins  being  restruck  by 
Austria  and  Mexico  and  Hungary.  It 
outsells  all  the  new  foreign  issues  that 
have  lately  come  into  the  country,  in- 
cluding those  from  Russia  and  Canada. 

And  it  not  only  outsells  all  gold 
coins  in  America,  but  every  gold  coin  in 
the  rest  of  the  world  as  well. 

There  is  no  other  coin  like  the 
Krugerrand.  Instead  of  fractional  per- 
centages of  gold,  it  contains  exactly  one 
troy  ounce  of  pure  gold.  So  you  can 
easily  figure  how  much  your  gold  is 


worth  by  checking  the  world  gold-ounce 
price  in  your  daily  newspaper. 

And,  unlike  the  recent  new  coin  and 
medallion  offerings  which  also  contain 
one  ounce,  the  Krugerrand  is  not  a 
"limited  edition"  minting — so  there's 
no  extra  premium  when  you  buy  them 

The  South  African  Krugerrand  is 
the  first  coin  expressly  de- 
signed for  gold  owners. 
And  you  buy  it  at  a  price 
based  solely  on  its  gold  con- 
tent.The  only  extra  charge 
you  pay  is  for  coinage  and 
distribution.  (Much  like  a 
broker's  fee  for  stocks.) 

There's  one  final  consid- 
eration that  also  sets  the 


Actual  size 


Krugerrand  apart.  Because  it's  the 
world's  most  popular  gold  coin,  there's 
also  the  world's  largest  market  should 
you  want  to  sell.  You'll  find  them 
traded  daily  at  countless  local  coin  deal- 
ers, precious  metals  brokers,  and  even 
some  brokerage  firms  and  banks. 

The  success  of  this  coin  has  been 
absolutely  astonishing.  It 
now  accounts  for  over  three- 
fourths  of  the  free  world's 
gold  coin  production. 

But  the  reason  for  its  suc- 
cess is  simple.  With  Kruger- 
rands, you  are  not  buying 
the  high  premium  rare  or 
commemorative  coins. 
You  are  buying  gold. 


The  Krugerrand 

The  worlds  best  way  to  own  pure  gold. 


For  the  dealer  nearest  you  and  a  free  brochure,  call  toll-free  800-331-1701.  (In  Oklahoma,  call  collect,  918-664-8300). 


Born  again,  a  onetime  seller  of  rug  cleaning 
services  has  turned  into  the  dominant  com- 
pany in  hospital  housekeeping. 


•  •  who  help 
themselves 


By  Howard  Rudnitsky 
with  Christine  Miles 


The  successful  mixing  of  piety 
and  profit  goes  back  a  long  way, 
certainly  to  the  Crusaders,  who 
did  it  as  well  as  anybody.  The  way  to  do 
it  these  days,  judging  from  the  perfor- 
mance of  ServiceMaster  Industries,  Inc. 
of  Downers  Grove,  111.,  is  to  keep  charity 
at  home  and  tough-minded  hard  sell  on 
the  front  lines.  The  company's  motto  is 
"masters  of  service,  serving  the  Master." 
In  its  sales  literature  and  financial  re- 
ports it  promises  "to  honor  God  in  all  we 
do."  Piety  pays.  ServiceMaster  increased 
its  earnings  some  27%  last  year,  to  $11 
million  on  sales  of  $340  million,  80%  of 
it  from  a  business  it  pioneered  in  the 
U.S.,  cleaning  hospitals.  Compared  with 
recombinant  DNA  drugs  like  interferon 
and  arcane  electronic  devices  like  CAT 
scanners,  cleaning  hospitals  is  as  mun- 
dane as  sweeping  the  road  to  Damascus. 
Even  so,  it  has  produced  earnings  growth 
of  better  than  25%  a  year  during  the  past 
decade  and  an  average  return  on  equity  of 
25%  (currently  35%),  enough  to  attract 
the  attention  of  a  string  of  institutional 
investors,  who  own  some  30%  of  the 
company's  shares.  Two  of  T.  Rowe 
Price's  mutual  funds  alone  hold  10%  of 
ServiceMaster's  common. 

What  has  made  hospital  cleaning  so 
much  more  than  menial  labor  for  Ser- 
viceMaster Industries  is  the  company's 
ability  to  identify  the  special  needs  of 
hospitals  in  terms  of  both  public  rela- 
tions and  disease  control.  For  one  thing, 
more  than  anyplace  else,  hospitals  ought 
to  look  clean,-  for  another,  improperly 
cleaned,  they  may  propagate  "hospital" 
diseases  like  staph  infections  that  if  not 
controlled  create  serious  problems,  not 
to  mention  bad  publicity. 

ServiceMaster's  founder,  Marion 
Wade,  had  been  a  minor-league  baseball 
player,  a  life  insurance  salesman  and  a 
door-to-door  pots-and-pans  hustler  be- 
fore he  got  into  another  door-to-door  sell- 


ing business,  a  rug  cleaning  operation. 
Along  the  way,  after  a  cleaning  chemical 
explosion  nearly  blinded  him,  Wade  be- 
came a  born-again  evangelist  and  began 
hiring  people  from  Wheaton  College,  a 
Bible  school  in  Illinois  whose  graduates 
include  Billy  Graham  (his  association  is 
represented  on  ServiceMaster's  board). 
Wade  died  in  1973,  but  his  company  is 
now  run  by  two  Wheaton  graduates, 
Chairman  Kenneth  N.  Hansen,  60,  a 
company  founder,  and  President  and 
CEO  Kenneth  T.  Wessner,  56.  It  was 
they  who  moved  the  company  from  be- 
ing a  small-time  franchiser  of  local  carpet 
cleaners  into  the  hospital  business. 

According  to  Wessner,  who  sold  ad 
space  for  Club  Aluminum — a  pots-and- 
pans  outfit — before  joining  Wade,  the 
company  got  into  hospital  cleaning 
when  a  nun  approached  Wade  about  it 


during  a  speaking  engagement  in  Chica 
go.  It  turned  out  that  a  New  Zealan 
outfit  called  Crothall  was  doing  a  sub 
stantial  hospital  cleaning  business  i 
Australia,  New  Zealand  and  the  U.K 
Wade  and  his  people  made  a  deal  witl 
Crothall  to  learn  the  business  and  set  u 
a  joint  venture  in  the  U.S.  That  fel 
through,  but  not  before  the  ServiceMas 
ter  people  had  learned  enough  to  go  i 
alone,  in  exchange  for  some  stock  tha 
went  to  the  New  Zealand  company 
(Crothall  later  made  an  entry  in  the  U.S 

Though  they  didn't  get  the  nun's  hos 
pital  as  a  client,  their  first  customer  wa 
Chicago's  Lutheran  General  Hospital 
Soon,  however,  the  company  was  sign 
ing  contracts  with  all  types  of  hospitals 
Wessner  estimates  that  today  Service 
Master  has  70%  of  the  U.S.  hospita 
cleaning  business  that  goes  to  outside 
contractors.  But  that  ServiceMastei 
share  amounts  to  only  about  800  hospi 
tals,  compared  with  a  U.S.  total  of  6,00C 
that  still  do  their  own  cleaning.  Wessne 
sees  the  total  potential  market  as  abou 
5,000  of  the  U.S.'  7,000  hospitals.  But 
that  probably  includes  a  lot  of  institu 
tions  that  are  big  enough  to  do  their  own 
housekeeping  economically. 

What  ServiceMaster  provides,  in  most 
instances,  is  the  equipment  and  cleaning 
compounds  it  manufactures  or  contracts 
for,  scheduling  and  management  of  the 
cleaning  process  and  supervision  of  the 
hospital's  own  maintenance  people 
When  ServiceMaster  first  signs  a  hospi- 
tal on  its  standard  two-year  contract,  the 
hospital  may  retain  its  equipment,  but 
SM  will  use  only  its  own.  After  a  while, 
when  the  hospital's  equipment  becomes 
outdated,  it  is  faced  with  thousands  of 


SeniceMaster's  President  and  CEO  Kenneth  T.  Wessner 

The  current  apostle  of  service  to  God  and  stockholders. 
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Of  the 
5  Great  Liqueurs 

in  the  world 
only  one  is  made  in 
America. 


Scotland  has  Drambuie. 
Ireland  has  Irish  Mist.  France 
has  Cointreau  and  B&B. 

Now  America  can  boast  its 
own  great  native  liqueur:  Wild 
Turkey  Liqueur  created  in 
Kentucky  by  the  originators  of 
America's  finest  native  whiskey, 
Wild  Turkey. 


Wild  Turkey  Liqueur  is  the 
"sippin'  sweet  cream"  of  liqueurs. 
It's  made  to  be  savored  slowly 
after  dinner.  Or  as  a  mellow 
accompaniment  to  an  evening's 
conversation.  You've  tasted  the 
great  liqueurs  of  Europe. 
Now  taste  America's  great  one— 
Wild  Turkey  Liqueur. 


NOTICE:  SUPPLY  WILL  BE  LIMITED  IF  NOT  IN  YOUR  STORE.  PLEASE  CONTACT  AUSTIN.  NICHOLS  4  CO  .  LAWRENCEBURG.  KY  80  PROOF  ©  1977 


©  1980  AMERICAN  HOECHST  CORPORATION.  SOMERVILLE.  NEW  JERSEY  08876 


No,  no!  Not  record-breaking  grouse.  Record-breaking  growth. 

Growth,  you  should  know,  has  been  a  synonym  for  American  Hoechst  ever  since  we 
opened  our  doors  in  1953,  when  our  sales  totalled  a  scant  million  dollars. 

This  past  year,  with  the  help  of  10,000  men  and  women  at  20  plant  and  laboratory  locations 
in  12  states,  American  Hoechst  sales  topped  a  billion  dollars. 

From  a  base  in  dyes  and  pigments,  we  are  now  creating,  producing  and  marketing 
products  and  services  in  a  wide  variety  of  fields.  From  pharmaceuticals  and  diagnostics  to  laser 
technology  and  printing  materials  to  petrochemicals  and  man-made  fibers  to  thermoplastics 
and  film  to  animal  health  and  crop  protection. 

All  of  which  puts  us  among  the  most  dynamic  corporations  in  the  country  and  makes  us  the 
fastest-growing  member  of  the  Hoechst  Group,  one  of  the  world's  great  chemical  companies. 

That  kind  of  growth  is  nothing  to  grouse  about. 

American  Hoechst.  Pronounced  success. 


Hoechst 


World  Auction  Record 
for  American  Art  — 
$2.5  million 


When  you  hold  most  of  the  auction  records 
for  American  art  and  antiques, 
there's  more  involved  than  just  chance. 


Frederic  Edwin  Church, The  Icebergs,  1861,  oil  on  canvas,  64 1 4  x  112 1  k  inches, 
sold  at  our  New  York  galleries  on  October  25, 1979  for  $2,500,000. 


It  was  a  Sotheby  Parke 
Bernet  specialist  in  London 
who  recognized  this  long-lost 
masterpiece  and  our  American 

Rainting  specialist  from  the 
lew  York  galleries  who  con- 
firmed its  identification. 

With  over  200  such 
specialists  —  the  largest  staff  of 
experts  in  the  world  —  Sotheby 
Parke  Bernet  is  in  the  best  posi- 
tion to  evaluate  your  property. 

When  you  add  to  our  exper- 
tise a  network  of  more  than  35 
offices  around  the  globe,  and 


the  most  handsomely  illus- 
trated catalogues,  you  can 
understand  why  every  auction 
we  hold  attracts  the  attention  of 
outstanding  collectors. 

And  if  a  prospective  buyer 
can't  attend  an  auction,  we 
make  certain  he  can  participate 
through  the  international  circu- 
lation of  our  auction  catalogues 
and  the  assistance  of  the  staff 
in  our  offices  located  in  17  coun- 
tries (no  other  auction  house 
can  give  your  property  wider 
exposure). 


As  the  oldest  and  largest  auc- 
tion house  in  the  world,  we 
believe  we  should  do  a  lot 
more  than  just  hold  an  auction. 
And  even  if  you  don't  own  a 
$2.5  million  Church  painting  — 
two-thirds  of  the  property 
auctioned  at  our  galleries  sells 
for  under  $1,000— we  are  readv 
to  serve  you  in  the  same  way. 

For  more  information,  please 
call  Ms.  Annette  Benda  (212) 
472-3419. 

Sotheby  Parke  Bernet 

980  Madison  Avenue,  New  York  10021 


North  American  offices:  Boston,  Chicago,  Houston,  Los  Angeles,  Philadelphia,  Palm  Beach,  San  Francisco,  Toronto,  Vancouver 


rwice  in  a  decade  Intel  called  the  turn  in  the 
emiconductor  industry.  Now  the  electronics 
company  is  on  the  move  once  more. 


Intel- 
right  again? 


Ph.D.  in  chemical  engineering  at  the 
University  of  California  before  joining 
Moore  and  Noyce.  "The  task  of  the  semi- 
conductor industry  in  the  1980s,"  he 


By  Howard  Rudnitsky 


rHE  AURA  THAT  SURROUNDS  a  great 
company — that  mixture  of  re- 
spect, admiration  and  need- 
>know  apprehension  about  what 
:  is  up  to — usually  is  reserved  for 
iants  like  IBM  or  Boeing.  Rarely 
oes  it  devolve  on  a  $660  million 
ompany  barely  a  decade  old.  But 
^hen  Andrew  S.  Grove,  43,  presi- 
ent  and  chief  operating  officer  of 
itel  Corp.,  got  up  to  speak  before 
le  New  York  Society  of  Security 
aialysts  early  this  year,  the  hall 
ras  packed.  When  Intel  speaks,  ev- 
yone  listens. 

And  why  not?  Since  its  founding 
1  1969  by  semiconductor  pioneers 
obert  N.  Noyce,  now  vice  chair- 
lan,  and  Gordon  E.  Moore,  chair- 
lan  and  CEO,  the  phenomenon  of 
anta  Clara  has  invented  the  mi- 
roprocessor  computer-on-a-chip 
ad  pioneered  the  huge  semicon- 
uctor  memory  market — all  the 
rhile  growing  from  an  under-$10 
lillion  company  to  one  whose 
lies  this  year  will  be  over  $800 
lillion  and  whose  stock,  having 
ppreciated  at  least  10,000%  in  ten 
ears,  currently  sells  at  about  18 
mes  its  expected  1980  earnings  of 
\  to  $4.50.  Its  stated  goal  is  to 
:hieve  at  least  $150  million  annu- 
Hy  in  net  income  by  1983  with 
et  margins  of  10% — or  sales  of 
i)out  $1.5  billion,  nearly  twice 
lose  expected  this  year.  Intel  has 
)  deliver  on  this  promise.  When 
our  stock  sells  at  18  times  earnings  you 
in't  afford  mistakes.  So  far  it  has  made 
:w  of  them,  and  no  big  ones.  But  now 
.ndy  Grove  is  talking  about  still  another 
ifinement  in  Intel's  strategy. 

The  bearded,  dark-haired  Grove  came 
)  this  country  with  his  family  as  a  refu- 
se of  the  Hungarian  Revolution  in  1956, 
rorked  his  way  through  New  York's 
•ity  College  of  Engineering  and  got  a 


Intel  President  Andreiv  S.  Grove 

Devices  in  the  Seventies,  systems  in  the  Eighties 

says  in  his  rapid,  accented  English,  "will 
be  to  exploit  the  complexity  phenom- 
enon. That  will  take  very  large  scale  inte- 
gration and  a  further  increase  in  process 
complexity.  In  the  Seventies  we  sold  us- 
ers devices  to  solve  their  problems.  In 
the  Eighties  we'll  have  to  devise  systems 
solutions  ourselves." 

To  bring  all  this  down  to  earth,  consid- 
er how  correctly  Intel  has  called  the  turns 


so  far.  Early  on,  it  was  heavily  oriented 
toward  metal  oxide  silicon  (MOS)  tech- 
nology and  the  MOS  production-cost  ad- 
vantages over  the  older — though  faster — 
bipolar  techniques.  It  went  after  the 
computer  memory  market  when  semi- 
conductors were  only  a  tiny  part  of  it.  It 
brought  out  the  computer-on-a-chip 
when  "discrete,"  or  individual,  parts  like 
transistors  still  were  over  50%  of  the 
semiconductor  universe.  This  year  semi- 
conductors will  probably  be  an  $8  billion 
industry  worldwide.  MOS  is  now  40%  of 
that,  and  the  microprocessor  and  related 
peripheral  products  market,  estimates 
analyst  fay  W.  Cooper  of  E  Eberstadt  ik 
Co.,  may  be  nearly  $1  billion.  That 
means  it  has  grown  tenfold  in  the  last 
five  years  while  the  semiconductor  in- 
dustry was  tripling.  Intel  now  dominates 
the  MOS  market  with  a  near-25%  share, 
perhaps  twice  that  of  nearest  competi- 
tors Texas  Instruments  and  Motorola, 
and  gets  45%  of  its  sales  and  over  half  its 
earnings  from  microprocessor  and  relat- 
ed products. 

It  has  had  its  problems,  to  be  sure. 
It  lost  money  in  the  digital  watch 
business  in  1975  and  sold  it  off. 
More  recently,  a  new  $30  million 
processing  plant  in  Chandler,  Ariz, 
will  not  come  on  stream  until 
sometime  later  this  year,  five 
months  late  because  Intel  decided 
to  make  major  design  changes  in 
midstream.  Like  the  rest  of  the 
industry,  the  company  bet  on  a  re- 
cession in  1979  and,  wary  of  1975's 
bloodbath  when  at  least  $1  billion 
worth  of  double-ordered  backlog 
disappeared  virtually  overnight, 
kept  inventory  so  lean  it  couldn't 
meet  an  unprecedented  demand. 
Result?  U.S.  memory  producers  lost 
market  share  to  the  Japanese.  And 
Intel  also  had  to  buy  chips  from  the 
Japanese  for  its  own  systems  pro- 
duction. As  a  result,  costs  increased 
and  yields  deteriorated.  "Last  year 
we  were  only  concerned  with  being 
able  to  deliver  product,"  says 
Grove.  "We  couldn't  pay  as  much 
attention  to  costs.  In  1980  we  are 
going  to  pay  a  lot  of  attention." 

Industrywide,  demand  and  sup- 
ply should  begin  to  converge  by  the 
second  half  of  this  year  as  new 
capacity  comes  on  stream — and  the 
traditional  downward  pressure  on 
prices,  absent  in  1979,  should  reap- 
pear. That's  why  analysts  like  Coo- 
per estimate  a  virtually  flat  year  in  earn- 
ings for  the  semiconductor  industry.  But 
they  are  predicting  an  increase  for  Intel  of 
around  13%  to  18%— as  well  as  an  18%  to 
20%  increase  in  sales  volume,  about 
twice  the  industry  average. 

Behind  those  projections  lies  not  only 
Intel's  track  record  but  a  decision  that 
Grove  gingerly  talks  about:  "We've  been 
fabrication-plant  limited  for  the  past  two 
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AND  YOUR 
EMPLOYEES 


Randustrial®  products  are  engineered  to 
be  used  by  in-plant  maintenance  people 
for  economy.  YOURS!  Request  our  new 
64  page  Randustrial®  Maintenance 
Catalog  for  details  on  roofing,  flooring, 
and  general  maintenance  products.  Send 
information  on  how-to-spray  our  roof  the 
Randustrial  r  way. 

Name,  Title  

Company  

Address  

City,  State,  Zip  

Telephone  

(area  code)  (number) 


Randustrial  ,  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.,  Cleveland,  Ohio  441  20  | 
Phone  (216)  283-0300j 


Two  18-hole  golf  courses  (1 
championship,  1  lighted  execu- 
tive). Gourmet  wining  and  dining. 
Luxurious  guest  rooms.  Tennis 
courts.  Meeting  facilities.  Scottish 
baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial 
expressways.  Write:  brochure  FB, 
Palmetto  Expressway  at  N.W. 
154  Street,  Miami  Lakes,  Fla. 
33014  or  call  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 


years,"  he  says.  "So,  early  in  1979  we  had 
to  decide  where  to  best  employ  our  finite 
resources.  After  a  good  deal  of  soul- 
searching  we  agreed  to  deemphasize  the 
nonproprietary  memory  area  so  we  could 
devote  more  capacity  to  the  proprietary 
microprocessor  market." 

Soul-searching?  The  semiconductor 
memory  market  amounts  to  about  $1.3 
billion  a  year.  Last  year  it  grew  at  a 
startling  68%,  partially,  Cooper  believes, 
because  IBM  started  buying  16,000-bit, 
or  "16K,"  chips  for  some  of  its  equip- 
ment instead  of  making  them  on  their 
own.  Why? 

Simple:  One  striking  aspect  of  last 
year's  capacity  crunch,  says  Grove,  was 
this:  "In  microprocessors,  we  were  the 
sole  supplier  of  many  of  our  customers; 
but  in  memories  there  were  numerous 
others."  The  result  was  that  Intel,  the 
longtime  leader  in  semiconductor 
memories,  wound  up  handing  market 


capital-intensive  and  complex,  it  is  no 
longer  a  business  where  you  can  start  in  a 
garage  with  $100,000  or  play  everywhere 
in  the  big  time — even  if  you  are  an  Intel, 
with  $66  million  a  year  in  R&D  and  $  1 50 
million  in  capital  expenditures.  By  the 
mid-Eighties,  Grove  estimates,  the  cost  of 
semiconductor  fabrication  equipment  I 
will  be  anywhere  from  40  to  80  times 
greater  than  it  was  in  the  early  Seventies, 
and  process  costs  will  have  increased  at 
least  tenfold. 

Microprocessors,  moreover,  will  be  the 
brains  and  nerves  of  the  biggest  markets  of 
the  Eighties — communications,  comput- 
ers and  autos.  ("In  the  engines,"  says 
Grove  firmly.  "Not  in  those  chickenshit 
options  like  CB  radios  or  power  windows 
where  the  automobile  companies  squeeze 
the  last  dime  out  of  the  price.")  And 
microprocessors  will  need  sophisticated 
ancillary  equipment  where  Intel's  exper- 
tise in  integration  will  be  crucial.  Take  its 


Intel  founders  Robert  N.  Noyce  (left)  and  Gordon  E  Moore 

A  decade  in  the  forefront  of  the  semiconductor  revolution. 


share  to  TI,  Motorola  and,  ominously, 
the  Japanese,  who  are  now  major  produc- 
ers of  16K  memories. 

Are  parts  of  the  memory  market  ap- 
proaching the  kind  of  commodity  pricing 
that  ravaged  digital  watches  and  hand- 
held calculators?  If  not,  the  differences, 
perhaps,  may  be  quantitative  rather  than 
qualitative.  Nor  wouldit  be  accurate  tosay 
that  when  it  comes  to  memories,  Intel  will 
concentrate  only  on  such  state-of-the-art 
achievements  as  its  1  million-bit  bubble 
memory  chip,  a  feat  it  accomplished  last 
year.  It  still  has  a  sizable  stake  in  the  entire 
semiconductor  memory  market — at  30% . 

What  has  happened  is  that  Intel  has 
decided  it  must  make  some  choices.  The 
semiconductor  industry  has  been  trans- 
formed in  the  last  decade  or  so.  Still 
ruthlessly  competitive  but  increasingly 
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new  analog  microprocessor:  an  analog 
device  and  a  digital  device  fabricated  to- 
gether so  that  the  analog  signals  of  the 
physical  world — temperature,  pressure, 
movement — can  be  translated  into  math- 
ematics for  microprocessors  to  use  in 
controlling  automobile  carburetors  or  mi- 
crowave ovens. 

"This  company  anticipates,"  says  ana- 
lyst Ben  Rosen  of  Rosen  Research  Inc., 
"Other  companies  react."  In  its  brief  his- 
tory, Intel  has  called  the  turn  again  and 
again.  Each  decision  has  been  vindicated 
by  remarkable  growth  and  profitability.  In 
charting  its  destiny  in  the  Eighties,  the 
phenomenon  of  Santa  Clara  may  be  once 
again  showing  the  way  for  its  industry;  no 
wonder  people  listen.  But  in  this  business, 
if  Intel  is  to  continue  itsspectacular  career, 
it  has  to  be  right  again  this  time.  ■ 

FORBES,  MARCH  3,  1980 


IT'S  LAKE  PLACID  AND  THE 
WORLD  IS  DROPPING  IN  FOR  DINNER. 

CONSIDER  THE  COMPLICATIONS. 


Managing  food  service  for  the  1980 
Winter  Olympics  is  a  challenge— even  for 
ARA 

Over  7000  people,  including  1 ,400 
athletes  from  07  countries,  have  to  be 
served  21 ,000  meals  a  day.  The  athletes 
need  not  just  any  meals,  but  special 
menus  designed  to  meet  the  demands 
of  competition. 

Food  preparation  is  only  half  the  prob- 
lem, because  many  of  the  athletes  have  to 
be  served  at  competition  sites,  such  as  ski 
jumps  and  mountainside  slalom  courses. 
Every  day,  ARA  has  to  set  a  table  that  spans 
over  50  miles.  And  the  food  must  satisfy 


Japanese  desires  for  rice  as  well  as  English 
appetites  for  beef. 

ARA  is  tackling  every  one  of  these  chal- 
lenges. Just  as  if  did  in  five  previous 
Olympic  events,  including  Montreal, 
Mexico  City,  and  last  year's  Pan  American 
Games  in  San  Juan. 

But  you  don't  have  to  go  to  Lake  Placid 
to  see  ARA  in  action.  You  can  see  ARA  in 
every  state  in  the  union  and  in  foreign 
countries.  Providing  hundreds  of  thousands 
of  basic  services  to  people  every  day.  From 
food  service  to  nursing  care  to  transporta- 
tion—and more.  And  doing  if  better  than 
anyone  else. 


Food  and  Refreshment  Services 

Distributive  Services 

Health  Core  Services 

Textile  Rental  and  Maintenance  Services 

Transportation  Services 


ARA 

BECAUSE  THE  WORLD 
WILL  NEVER  OUTGROW 
ITS  NEED  FOR  SERVICE. 


ARA  Services,  Inc. 

Independence  Square 
Philadelphia,  PA  19106 


Young  people  learn  with  Mead  products  like  The  Organizer8,  Data  Center",  Trapper-keeper  ".  Spiral",  and  Big  Chief6,  to  name  a  few 


More  than  45  million  students  go 
to  school  with  Mead  every  year. 
Which  is  why  we're  No.1  in  the 
school  supplies  market. 

While  Mead  products  make 
friends  early,  we  don't  stop  with 
school.  Our  new  expanded  Mead 
line  goes  on  into  colleges  and 
offices  at  home  and  in  business. 


How  did  Mead  get  to  the  top 
of  its  class?  By  coming  up  with 
new  products  like  The  Organizer" 
that  anticipate  customer  needs. 
By  providing  one-source  service 
to  retailers  so  they  can  manage 
their  inventories  effectively.  By 
consumer  promotion  that  makes 
the  Mead  brand  nationally  known. 


Other  reasons?  Mead  is  a  leader 
i  forest  products.  Over  the  last  10 
ears  we've  developed  strategies 
)  build  market  leadership  and 
3duce  costs.  Which  is  good  for  our 
ustomers  and  our  shareowners. 

For  example,  Mead  s  dividends 
aid  rose  from  $.80  in  1975  to  a  cur- 
3nt  annual  rate  of  $1.80  per  share. 


Our  return  on  shareowners' 
equity  of  18.1%  is  one  of  the  highest 
among  the  major  forest-products 
companies  rated  by  Value  Line. 

Since  1975  sales  have  dou- 
bled—to $2.57  billion  in  1979 

Net  earnings  rose  167% — to 
$5.19  per  share,  fully  diluted.  Our 
forest-pased  products  account  for 


over  85%  of  these  earnings. 

If  you'd  like  to  learn  more  about 
Mead's  performance,  write  Bruce 
Bedford,  VP,  Financial  Affairs, 
Mead,  Dayton,  Ohio  45463. 

(Vead 


wnen  sates  tripiea  in  3  years, my 
company  needed  a  bank  as  ambitious  as  we  were. 
A  bank  that  could  overcome  the  financial 
obstacles  that  come  with  rapid  expansion!' 


I 


I  Helping  corporate  customers  like 
I  this  very  successful  manufacturer 
I  of  basic  metals  and  precision 
»  parts  is  one  of  the  things  the 
i  National  Bank  of  North  America 
docs  best. 

^*»3l      This  dynamic  company  w  as  propelled  by 
the  foresight  and  ambition  of  one  man  who 
purchased  it  during  a  down  trend.  In  3  years, 
sales  tripled  to  over  S2(X)  million  annually. 

Because  ot  their  significant  grow  th,  they 
required  w  orking  capital  and  needed  to 
establish  resources  tor  further  expansion. 

We  created  a  support  system  for  them  by 
uniquely  blending  the  corporate  lending 
capabilities  ot  our  National  Division  w  ith  the 
secured  lending  skills  ot  our  Commercial 
Finance  Group.  And.  as  managing  bank,  we 
worked  closely  w  ith  their  regional  banks. 

We  know  how  to  answer  our  customers' 
needs— by  being  aggressive,  motivated 
and  responsive.  That's  w  hat  makes  the 
National  Bank  ot  North  America  different. 

We're  a  New  York  money  center  bank . . . 
the  wholly  owned  U.S.  subsidiary  of 
National  Westminster  Bank.  Ltd..  the  world's 
13th  largest  bank,  with  assets  ot  S50  billion. 

We're  ambitious.  We  re  innovative.  We 
have  the  resources  and  expertise  to  help  turn 
your  ambitions  into  realities.  And  we  want  to. 

Because  our  ambition  is  to  be  your  bank. 

For  intormarion  call  Denny  Denniston. 
Senior  Vice  President  212 '  623-4000. 
Ext.  3333.  O'r  write  44  Wall  St..  N.Y.  10005. 


We're 

National 
..  bank  of 
North  America 

Our  ambition  is  to  be  your  bank 


ohn  Grove  tried  to  retire  after  selling  his 
rane  company  to  Walter  Kidde  in  1967.  But 
e  got  on  his  wife's  nerves.  So  he  founded  even 
2ore  profitable  JLG  Industries. 


"John,  get  the  hell 
out  of  the  house!" 


The  Up-And-Comers 


bn  Grove  of  JLG  Industries 

'he  easiest  thing  there  is  to  do  is  to  rest  on  your  laurels." 


iE  first  time  you  see  the  name 
irove"  as  you  drive  west  of  Gettysburg, 
nna.  on  Route  16  is  in  Greencastle. 
;rove  manufacturing,"  reads  the 
pi  on  an  old  brick  factory  off  to  the 
dit.  A  dozen  brand-new  cranes  lift 
eir  long  yellow  necks  out  in  the  yard  in 
>nt  like  curious  giraffes.  That's  John 
rove's  old  company,  the  one  he  sold  to 
nglomerate  Walter  Kidde  for  $27  mil- 
>n  in  1967  (Grove  made  $4.6  million), 
rin  figures  the  place  must  be  doing 
80  million  in  sales  these  days — about 
( times  the  1967  level. 
Keep  driving  west  on  16  for  another 
If  hour  past  picturesque  Mercersburg 
d  up  over  the  southern  reaches  of 
avily  wooded  Tuscarora  Mountain, 
d  you  come  to  John's  new  company — 
G  Industries  (for  John  L.  Grove).  It's  a 
:able  modern  plant  off  to  the  left  just  as 


you  come  down  into  the  valley  near 
McConnellsburg.  Beside  it  sit  row  upon 
row  of  what  appear  to  be  small  yellow 
cranes.  Actually,  most  of  them  are  work 
platform  lifts  (which  look  like  cherry 
pickers  to  the  layman) — self-propelled 
work  platforms  that  rise  on  telescoping 
booms  or  scissorslike  supports. 

Ten  years  ago  JLG  was  a  marginal  little 
sheet  metal  fabricator  that  Grove  was 
able  to  pick  up  for  just  $160,000.  Since 
then  the  company  has  prospered  might- 
ily, thanks  to  John  Grove's  innovative 
products.  Last  year,  as  JLG  passed  the 
$46  million  sales  mark,  return  on  equity 
was  averaging  a  handsome  23.7% 
(helped,  to  be  sure,  by  debt  amounting  to 
54%  of  book  value),  and  earnings  were 
growing  at  24%  a  year.  Things  were  go- 
ing so  well,  in  fact,  that  JLG  had  just 
decided  to  tackle  John  Grove's  old  com- 


pany head  on,  by  going  into  the  small 
industrial  crane  business. 

So  at  age  59  John  Grove  has  twice 
proven  he's  a  very  successful  entrepre- 
neur. Not  bad  for  a  guy  who  never  went 
to  college  and  who  started  out  on  his 
own  at  26  after  only  a  couple  of  years  as  a 
journeyman  machinist  in  a  nearby  West- 
inghouse  plant. 

Originally  John  and  his  older  brother 
Dwight  set  out  to  make  mobile  farm 
equipment,  which  was  scarce  right  after 
World  War  n.  It  was  only  then,  when 
they  discovered  they  needed  equipment 
to  cope  more  efficiently  with  the  in- 
creasing amounts  of  steel  they  were  us- 
ing, that  John  Grove  designed  his  first 
crane,  drawing  on  the  hydraulic  know- 
how  he'd  garnered  at  Westinghouse. 
"People  saw  those  cranes  and  they'd  say, 
'Hey,  can  you  build  me  one?'  "  says 
Grove.  "Pretty  soon  we  were  building  a 
bunch  of  cranes  and  we  weren't  making 
any  money." 

So  in  the  mid-Fifties  John  Grove  decid- 
ed to  develop  the  crane  side  of  the  busi- 
ness, leaving  Dwight  to  manage  the  farm 
equipment  side.  He  decided  to  concen- 
trate on  what  he  felt  was  a  neglected 
market:  industrial  uses  for  cranes.  Here, 
he  concluded,  the  ideal  product  was  a 
hydraulic  crane  with  a  telescoping  boom. 
"The  dealers  thought  I'd  gone  off  the 
deep  end,"  says  Grove.  Reason:  Every- 
one knew  that  the  fully  extended  boom 
would  be  too  heavy  and  the  crane  would 
tip  over.  Nevertheless,  Grove  designed  a 
telescoping  boom  that  worked.  Other 
equipment  producers  were  miffed.  "One 
of  our  large  competitors  had  their  chief 
engineer  follow  me  around,  taking  pic- 
tures and  writing  articles  on  how  his 
company  had  already  tried  this,  and  that 
the  damn  thing  wouldn't  work,"  Grove 
recalls.  "We  just  ignored  them." 

It  took  two  and  a  half  years  of  persis- 
tent salesmanship  across  the  country  to 
get  the  crane  business  off  the  ground. 
Recalls  Grove:  "Dealers  would  look  at  it 
and  say,  'Well,  I  really  am  in  love  with 
that  product,  but  I  don't  think  you  can 
build  enough  of  the  damn  things!'  I  said, 
'Maybe  not,  but  let's  try.'  " 

By  the  mid-Sixties  the  crane  business 
was  the  tail  wagging  the  dog.  Dwight's 
farm  equipment  business  had  been  badly 
in  the  red  for  several  years  and  was  re- 
duced to  making  springs  in  order  to  keep 
busy.  So  when  Walter  Kidde  made  a  bid 
for  Grove  in  1967,  Dwight,  claiming  he 
had  an  estate  problem,  wanted  to  sell 
out.  Although  John  Grove  strongly  dis- 
agreed, arguing  that  the  farm  equipment 
business  could  be  spun  off  (as  Kidde  sub- 
sequently did)  so  that  the  crane  business 
could  finance  its  own  growth,  he  bowed 
to  the  will  of  the  board. 

After  eight  months  working  for  Kidde, 
John  Grove  quit.  "I  wanted  to  spend  my 
time  working  rather  than  sitting  around 
discussing  how  to  make  a  decision,"  he 
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says  with  a  degree  of  distaste. 

He  invested  some  of  his  money  in  a 
second-home  real  estate  development 
called  Tuscarora  Resorts  but  lost  it  when 
the  company  went  under.  "I  had  no  in- 
terest in  being  in  real  estate  develop- 
ment," he  says. 

Then  he  hit  the  open  road.  "I  tried  to 
make  the  best  of  it,"  Grove  goes  on.  "My 
wife  and  I  spent  six  months  in  our  motor 
home  going  all  over  the  country  talking 
to  friends  and  dealers,  trying  to  decide 
where  I  would  go  from  there.  I  gathered 
up  quite  a  few  ideas."  What  was  increas- 
ingly clear  was  that,  at  45,  John  Grove 
wasn't  ready  for  retirement.  "It's  a  very 
lonely  life  when  .  .  . ,"  he  begins,  groping 
for  words.  "Look,  the  product  was  my 
right  arm  and  my  friends  were  very  close 
to  my  heart  and  they  take  both  of  them 
away  from  you  at  the  same  time — why, 
it  becomes  very  difficult  to  live  with.  So 
finally  my  wife  says,  'John  .  .  .  get  the 
hell  out  of  the  house!  Do  something!'  " 

So  Grove  decided  to  try  one  of  his  new 
ideas:  He  would  use  his  newly  acquired 
sheet  metal  fabricating  shop  to  turn  out 
telescopic  boom  work  platforms,  a  prod- 
uct very  similar  to  industrial  cranes  but 
not  so  similar  as  to  violate  his  five-year 
no-compete  clause  from  Kidde.  "OSHA 
was  just  being  born  at  the  time,"  Grove 
explains,  "and  the  most  dangerous  area 
in  construction  and  industry  is  ladders 
and  scaffolding."  Although  you  can  buy  a 
lot  of  ladders  for  the  money  it  would  take 
to  buy  one  work  platform  ($10,000),  the 
only  competition  in  the  field  were  truck- 
mounted  cherry  pickers  that  lacked  the 
needed  boom  lengths  for  most  construc- 
tion and  industrial  applications. 

As  soon  as  he'd  settled  on  a  product 
design,  Grove  told  Walter  Kidde  Chair- 
man Fred  Sullivan  of  his  plans  and  sought 
permission  to  go  into  manufacture  with- 
out fear  of  lawsuit.  "I  don't  think  he  was 
happy  about  it,"  remarks  Grove.  "He 
would  have  liked  to  put  me  out  to  pasture 
so  that  I  went  away  and  stayed  away.  But 
he  wrote  that  letter."  As  a  matter  of 
principle,  Grove  also  tried  to  avoid  using 
his  former  dealer  network — again  seek- 
ing written  permission  from  Kidde  in 
those  few  cases  where  geographic  con- 
siderations gave  him  no  option. 

As  Grove  took  his  work  platforms  on 
the  road,  the  new  dealers  again  were 
skeptical.  "They  thought  we'd  gone  off 
the  deep  end  just  like  they  did  when  I 
started  out  in  the  crane  business,"  says 
Grove.  One  reason:  No  one  had  ever  put 
the  electrical  controls  for  the  lift's  hy- 
draulic system  out  on  the  end  of  a  tele- 
scoping boom  before.  But  Grove  solved 
the  problem  in  a  matter  of  months. 
"Sometimes  it's  a  question  of  whether 
you  have  sense  enough — and  humility 
enough — to  go  out  and  get  an  expert  to 
help  you,"  he  comments  drily. 

This  time  the  marketing  went  a  lot 
more  smoothly,  because  Grove  was  able 


to  trade  on  his  name.  "I'm  pretty  well 
known  all  over  the  world  in  the  equip- 
ment industry,"  he  says  proudly.  "I've 
built  up  a  reputation  as  an  innovator. 
Almost. everyone  knows  John  Grove.  So 
if  a  dealer  thinks  I  should  talk  to  one  of 
his  customers,  just  the  fact  that  they'll 
let  me  waste  a  couple  of  hours  talking  to 
them  even  though  they  don't  want  to 
buy  anything  .  :  .  it  helps." 

Why?  "Because  if  you  discuss  people's 
problems,  you're  able  to  translate  from 
what  they  think  they  want  to  what  they 
really  want,"  Grove  replies.  "People 
knew  they  wanted  to  put  a  man  up  in  the 
air  so  he  wouldn't  have  to  be  holding  on 
to  the  ladder  with  one  hand  and  trying  to 
work  a  pipe  wrench  with  the  other.  But 
they  couldn't  imagine  what  kind  of  con- 
traption would  do  that." 

Some  details  result  from  what  John 
Grove  himself  notices  about  the  fac- 
tories he  visits.  He  does  not  pretend  that 
such  insights  are  earth-shaking — only 
that  they  often  help  boost  sales.  His  new 


"Dealers  would  look  at  it  and 
say,  *Well,  I  really  am  in  love 
with  that  product,  but  I  dont 
think  you  can  build  enough  of 
the  damn  things!'  I  said,  'May- 
be not,  but  let's  try.'  " 


JLG  cranes,  for  example,  are  unusually 
narrow  and  hunker  down  quite  low  when 
the  boom  is  in  repose.  You  guessed  it: 
That's  so  they  can  pass  easily  through 
most  factory  doors.  And  for  the  first  time 
the  operator's  cockpit  is  directly  behind 
the  business  end  of  the  crane  and  rotates 
with  it  so  he  can  see  his  load  at  all  times. 
Previously,  operators  have  had  to  sit  off 
to  the  side  on  fixed  platforms.  Further- 
more, because  John  Grove  has  eliminat- 
ed the  off-highway  characteristics — high 
wheels,  heavy  frame,  large  engine — that 
his  industrial  market  has  no  need  for,  the 
product  is  less  expensive  and  easier  to 
maintain. 

Grove  is  quick  to  concede,  however, 
that  adversity  is  often  the  route  to  un- 
covering new  markets  for  JLG  products. 
Up  until  1974,  for  example,  JLG  sold 
mainly  to  the  construction  trade.  "It's 
the  easiest  market  to  sell  into  with  an 
immature  product,"  he  explains.  "Be- 
cause in  the  construction  industry  you 
can  always  get  to  the  boss.  And  he  can 
make  a  decision.  And  it  seems  like  they 
are  always  more  interested  in  the  bottom 
line."  Toward  the  end  of  1974,  however, 
such  considerations  didn't  matter  much 
as  the  construction  industry  collapsed. 
That  might  have  been  a  disaster  for  a  lot 
of  young  companies  in  JLG's  position. 
But  after  just  three  months  of  downturn, 
JLG  snapped  back  and  grew  right 
through  the  recession.  "We  just  didn't 
waste  our  time  calling  on  markets  that 


had  slowed  down,"  says  Grove.  "We  just 
took  our  emphasis  off  construction  and 
went  industrial  and  petrochemi- 
cal .  .  .  and  into  shipbuilding,  adding| 
new  sizes  as  we  went  along.  Remember, 
most  all  of  your  plants  today  put  the 
utilities  in  the  ceiling  instead  of  the 
floor.  So  we  pretty  much  went  into  plant 
maintenance  markets." 

Grove  also  landed  a  $3  million  subcon- 
tract from  Bechtel  for  the  Alaska  pipe- 
line. In  90  days  JLG  had  British  track 
carriers,  tested  in  cold  conditions, 
mounted  with  their  units  and  shipped  to 
Bechtel.  "It  was  to  their  special  specifi- 
cations, which  they  never  should  have 
had,"  Grove  grumbles.  "Standard  high 
production  equipment  could  have  done 
the  job.  But  we  subsequently  translated 
that  experience  into  improved  controls 
on  our  standard  lines,  so  it  wasn't  all  a 
waste  of  time." 

Today  JLG  has  over  half  the  market  for 
telescopic  boom  work  platforms  and 
Grove  concedes  that  the  market  is  ma- 
turing. That's  why,  nearly  three  years 
ago,  he  took  the  company  into  scissors- 
lifts,  an  older  product  with  larger  work 
platforms  that  can  handle  greater 
weights.  It  will  give  his  dealers  a  broader 
line,  he  argues.  With  a  new  plant  just 
coming  on  stream,  Grove  figures  he  al- 
ready has  a  little  under  10%  of  that  mar- 
ket. At  about  the  same  time  Grove  start- 
ed manufacturing  for  European  and  Mid- 
dle Eastern  markets  in  Cumbernauld, 
Scotland.  Already  such  overseas  markets 
account  for  13%  of  JLG  sales.  And  two 
years  ago  Grove  took  JLG  into  industrial 
and  truck-mounted  cranes.  Now  he's 
looking  for  possible  small  acquisitions 
that  would  enable  JLG  to  get  into  similar 
product  lines.  "The  easiest  thing  there  is 
to  do  is  to  rest  on  your  laurels,"  observes 
Grove — who  certainly  hasn't  done  that. 

Probably  the  most  serious  challenge 
Grove  faces  is  the  classic  problem  of 
smaller  companies:  succession.  The  key 
top  three  members  of  his  management 
team  are  all  in  their  late  50s.  "I'm  con- 
cerned about  it,"  he  concedes.  "I  know 
we  need  more  people,  and  I  can  assure 
you  the  right  age  group  will  be  there  to 
fill  the  voids  as  they  develop."  But  Grove 
is  determined  that  those  younger  faces 
will  not  come  from  the  staff  of  an  acquir- 
ing corporation.  With  officers  and  direc- 
tors sitting  on  43%  (or  $18.6  million 
worth)  of  JLG's  stock,  which  trades  over- 
the-counter  at  30V4 — 10  times  this  year's 
projected  earnings  of  $3  a  share — he  can 
say  that  with  impunity.  "We've  had 
them  all  in  here  wanting  to  buy  the  com- 
pany— at  the  rate  of  one  a  month," 
Grove  says  with  more  than  a  hint  of 
exasperation.  "We  just  say,  'Thanks,  but 
no  thanks' — there's  just  too  much  oppor- 
tunity out  here  today  to  tie  your  hands 
and  be  dictated  to." 

At  least  as  long  as  John  Grove  is 
around.— Geoffrey  Smith 
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Entrepreneurial  opportunities  are  often  so 
bvious  that  everyone  tends  to  overlook  them, 
ays  James  River  Corp.  s  Brent  Halsey. 


6* 


Look  right  in 
your  own 
backyard" 


mes  River's  Brent  Halsey  (right)  and  Bob  Williams 
We  may  never  buy  a  new  paper  machine. 


By  Geoffrey  Smith 


rHE  James  River  runs  wild  this 
time  of  year  past  the  old  Albe- 
marle Paper  mill  in  Richmond, 
L,  only  a  few  feet  from  Brenton  S.  Hal- 
y's  third-floor  corner  office,  with  its 
inoramic  view  upstream  and  down.  It 
not  a  view  that  makes  you  want  to  put 
mr  feet  on  the  desk  and  loosen  your  tie. 
Halsey  and  Robert  C.  Williams  re- 
imed  the  mill  for  the  river  on  acquiring 
some  1 1  years  ago  in  a  leveraged  buy- 
it  from  Ethyl  Corp.  (as  Albemarle  Paper 
anufacturing  Co.  had  renamed  itself 
ter  acquiring  Ethyl  in  1962).  The  name 
ould  have  been  a  clue  to  what  lay 
lead  for  the  new  James  River  Corp.  of 
rginia.  Since  then  not  even  the  river 
self  has  ran  as  fast.  By  fiscal  1979  James 
iver  Corp.  had  gone  from  $5.5  million 
sales  to  $298  million,  while  averaging 
superb  29.4%  return  on  equity  (with 
:bt  trending  steadily  down  from  a  pre- 
rious  75%  of  capitalization  to  a  more 


manageable  43%  last  year).  Fully  diluted 
per-share  earnings  had  risen  without  one 
down  year  from  16  cents  to  $3.14  over 
that  same  decade,  a  39%  compound  av- 
erage yearly  growth.  There  were  acquisi- 
tions, of  course,  of  about  one  a  year,  all 
but  one  in  the  specialty  papers  field.  But 
all  of  them  were  marginal,  obsolete  little 
mills  discarded  by  the  giants  of  the  in- 
dustry. So  only  14%  of  the  $44  million 
operating  profit  that  James  River  earned 
over  those  ten  years  was  acquired,-  the 
rest  was  generated  internally,  58%  in  the 
year  following  acquisition  and  an  im- 
pressive 28%  thereafter. 

Nor  does  that  strong  current  show 
signs  of  slackening  at  James  River.  After 
nine  months  of  tense  negotiation,  Hal- 
sey and  Williams  are  on  the  verge  of  an 
acquisition  that  would  in  effect  double 
James  River's  assets  and  revenues  and 
turn  it  at  one  stroke  into  an  integrated 
paper  company.  On  Feb.  4  Gulf  &  West- 
ern Industries,  Inc.  announced  it  had 
agreed  to  sell  its  80%  interest  in  Brown 


Co.  to  James  River  for  around  $200  mil- 
lion. Actually  the  price  will  probably  be 
under  half  that  since  James  River  has  the 
option  of  selling  Brown's  building  prod- 
ucts operation  back  to  G&W  for  $80 
million  ($40  million  in  cash  and  $40  mil- 
lion in  convertible  preferred  paying  9%) 
and  may  sell  off  part  interest  in  some  of 
Brown's  extensive  timberlands  as  well. 
So  if  the  deal  works  out  as  planned, 
James  River  will  wind  up  with  a  kraft 
pulp  mill  in  the  middle  of  170,000  acres 
of  New  Hampshire  timberland  (plus  a 
one-third  interest  in  270,000  more  acres 
of  timberland)  generating  some  $300 
million  in  sales.  That's  a  bargain  in  to- 
day's market  and  will  make  James  River 
40%  self-sufficient  for  the  first  time  in 
its  key  raw  material — a  crucial  safety 
hedge,  given  the  recurrent  shortages  of 
pulp  in  recent  years.  Is  G&W  boss  Char- 
lie Bluhdorn  getting  soft  in  selling  such  a 
treasure  at  so  moderate  a  price?  Not  at 
all.  Bluhdorn  seems  convinced  that  Hal- 
sey and  Williams  can  make  more  money 
out  of  Brown  than  G&W  could,  and 
Charlie's  not  really  getting  out  of  the 
picture.  Those  James  River  preferred 
shares  are  convertible  into  James  River 
common  at  a  price  very  close  to  the 
present  market.  If  G&W  converts,  it  will 
own  about  13.5%  of  the  company  and 
share  in  the  rewards.  But  since  Citicorp's 
venture  capital  arm  would  still  hold  an 
11%  position  in  James  River,  and  officers 
and  directors  another  10%,  G&W's  po- 
tential holding  probably  doesn't  consti- 
tute a  takeover  attempt. 

What  insight  did  Halsey  and  Williams 
have  1 1  years  ago  that  led  to  such  im- 
pressive success?  None  at  all,  really.  The 
two  started  out  with  a  concept  that  other 
industry  executives  would  have  regarded 
as  appallingly  trite:  The  specialty  side  of 
the  paper  industry,  they  concluded  from 
their  years  at  Albemarle,  was  different 
from  the  commodity  side.  Bob  Williams, 
James  River's  president,  explains:  "First, 
a  specialty  mill  typically  turns  out  50  to 
100  tons  of  product  a  day,  whereas  a 
commodity  mill  will  do  500  to  1,000  tons 
a  day — ten  times  as  much.  Second,  the 
specialty  side  of  the  business  is  people- 
intensive  and  requires  decentralization 
because  of  the  frequency  of  product 
change.  The  filter  paper  we  make  for 
General  Motors  in  that  plant  across  the 
street,  for  example,  has  been  changed  at 
least  30  times  over  the  last  ten  years  to 
improve  its  performance,  whereas  com- 
modity products  like  linerboard  have 
been  essentially  the  same  for  30  years.  So 
for  that  reason,  third,  the  salesmen  for  a 
specialty  mill  need  far  more  product 
knowledge  and  technical  expertise  than 
salesmen  on  the  commodity  side." 

All  this  was  scarcely  news  to  the  in- 
dustry giants,  but  for  quite  a  while  they 
didn't  care  much.  "For  a  long  period 
there  in  the  Fifties  and  Sixties  the  paper 
industry  would  acquire  anything  that 
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consumed  pulp,"  says  Brent  Halsey, 
James  River's  chairman  and  chief  execu- 
tive. "They  all  did  it — Weyerhaeuser, 
Crown  Zellerbach,  Mead.  They  were 
buying  up  small  mills  all  over  the  country 
that  could  use  their  pulp.  But  it  didn't 
work  very  well  because  they  ended  up 
not  marketing  the  products  of  these 
small  mills  very  well.  It  turned  out  to  be 
an  expensive  way  to  sell  pulp.  By  about 
the  late  Sixties  they  had  begun  to  come 
to  the  conclusion  that  this  was  not  really 
the  way  to  do  it."  The  trace  of  a  grin 
crosses  Halsey's  normally  impassive 
face,  weathered  from  hours  on  the  open 
deck  sailing  his  sloop,  Storm  King,  in  the 
Chesapeake  Bay.  "Weyerhaeuser,  for  ex- 
ample, developed  a  strategy  to  get  out  of 
the  specialty  business  but  still  sell  pulp  to 
those  mills.  We  bought  three  from  them. 
So  our  timing  was  fortunate." 

That  timing,  of  course,  was  thrust 
upon  them.  In  late  1968  Ethyl  decided  to 
get  out  of  paper,  in  favor  of  chemicals.  So 
it  sold  Albemarle's  North  Carolina  box 
and  linerboard  facilities  to  Hoerner- Wal- 
dorf (now  part  of  Champion  Internation- 
al Corp.)  and  began  seeking  a  buyer  for 
its  little  James  River  mill,  then  doing 
some  $4  million  in  sales  and  losing  mon- 
ey badly.  Halsey,  at  42,  was  head  of  a 
bagmaking  subsidiary  at  the  time.  Wil- 
liams, 38,  was  head  of  Albemarle's  re- 
search and  development  and  industrial 
engineering.  Both  had  the  same  thought 
independently:  Buy  that  mill.  "The  op- 
portunities to  do  better  with  it  were  fair- 
ly apparent,"  says  Halsey,  who,  like  Wil- 
liams, has  a  technical  background. 

So,  perhaps  inevitably,  the  two 
bumped  into  each  other  at  a  Richmond 
investment  banker's  office.  Rather  than 
bid  up  the  price  of  the  deal  any  further, 
they  decided  to  join  forces.  Besides,  they 
needed  all  the  equity  capital  they  could 
raise.  All  they  could  raise  together  was  a 
combined  net  worth  of  $200,000.  But 
Ethyl  wanted  $  1 .5  million  for  the  mill.  So 
the  Richmond  investment  banker 
phoned  a  friend  at  Citibank's  venture 
capital  arm  in  New  York.  Spotting  im- 
mediately the  potential  of  a  string  of 
similar  acquisitions,  Citibank  agreed  to 
take  a  hefty  slug  of  junior  subordinated 
debt.  That  enabled  Halsey  and  Williams 
to  persuade  a  local  bank  to  put  up  the 
balance  as  a  straight  loan,  senior  of 
course  to  Citibank's  investment. 

"The  mill  was  making  a  lot  of  com- 
modity grades,  like  bag  paper,"  Williams 
recalls.  "Our  objective  was  to  upgrade 
the  product  mix  to  specialty  products 
like  filter  paper  that  we  knew  a  little 
about."  Within  a  year  the  mill  was  earn- 
ing $166,000. 

Again,  the  concept  was  absolutely  ba- 
sic: While  their  little  25-ton-a-day  paper 
machine  was  too  slow  and  too  narrow  to 
be  competitive  in  the  commodity  busi- 
ness, those  characteristics  were  required 
in  the  custom  specialty-paper  business. 


So  one  man's  poison  became  another 
man's  meat.  To  the  paper  giants  their 
smaller  mills — many  of  them  not  even 
producing  specialty  grades — had  become 
simply  obsolete,  inefficient  facilities  that 
were  a  drain  on  earnings.  To  James  River 
they  looked  ideal  for  a  company  that 
could  think  small. 

The  big  companies  were  so  delighted 
to  get  rid  of  them  that  they  often  helped 
James  River  finance  a  deal  on  generous 
terms.  "On  a  $10  million  deal,  for  exam- 
ple, we'd  put  $1  million  into  the  subsid- 
iary," Halsey  recalls.  "Then  maybe  the 
seller  would  take  back  $4  million  in  sub- 
ordinated debt  to  help  us.  And  that 
would  mean  we  could  borrow  $5  million 
in  senior  money  from  the  banks,  who 
after  all  were  lending  against  $10  million 
in  assets. 

"We  had  some  fairly  creative  instru- 
ments," he  goes  on,  gazing  out  at  the 
river  for  a  moment.  "In  one  case  Weyer- 
haeuser took  back  a  participating  pre- 

What  insight  did  Halsey  and 
Williams  have  that  led  to  such 
impressive  success?  None  at 
all,  really.  The  two  started  out 
with  a  concept  that  other  in- 
dustry executives  would  have 
regarded  as  appallingly  trite: 
The  specialty  side  of  the  pa- 
per industry  was  different 
from  the  commodity  side. 


ferred  where  the  dividend  started  at  zero, 
but  once  earnings  got  above  $2  million, 
there  was  no  limit  on  the  upside  for 
Weyerhaeuser.  So  when  we  finally  re- 
funded that  preferred  out,  their  dividend 
amounted  to  a  60%  return  on  their  in- 
vestment. It  was  a  no-load  deal  that 
would  force  us  to  pay  them  off  quickly  if 
it  was  successful,  you  see." 

Now  you  have  another  secret  of  James 
River's  success:  shoestring  financing. 
"We  average  about  40  cents  in  capital 
invested  per  $1  of  sales,"  says  Halsey. 
"The  industry  average,  including  old  and 
new  plants,  is  probably  around  $1.50  in 
capital  per  $1  of  sales.  And  for  a  brand- 
new  integrated  pulp  and  paper  mill  it 
would  be  more  than  $3  per  $1  of  sales." 
(The  Brown  pulp  mill  will  cost  James 
River  less  than  50  cents  per  sales  dollar  if 
the  acquisition  goes  through.) 

But  isn't  that  advantage  merely  tem- 
porary? What  about  all  those  ancient  pa- 
per machines?  Williams  and  Halsey  flash 
each  other  a  knowing  grin.  "The  one 
across  the  street  there  was  built  in 
1887."  says  Williams,  "and  we've  even 
got  some  that  were  originally  built  in  the 
1850s.  But  you  see,  those  machines  have 
been  rebuilt  completely,  from  top  to  toe, 
perhaps  ten  times.  The  only  thing  that's 
left  from  the  1887  machine  over  there, 
for  example,  is  the  cast-iron  frames  that 


hold  the  dryers,  and  those  are  gonna  dis- 
appear this  summer.  Those  machines  are 
all  highly  instrumented  and  have  the  lat- 
est computer  controls." 

"We  may  never  buy  a  new  paper  ma- 
chine," adds  Halsey  quietly. 

Such  seemingly  backward  logic  applies 
elsewhere  in  James  River — in  the  sales 
force,  for  example.  If  they  are  tight  with 
capital  dollars,  Halsey  and  Williams  are 
liberal  with  marketing  dollars.  "We  have 
a  high-cost  marketing  effort,"  says  Wil- 
liams, "because  of  the  number  of  people 
and  the  fact  that  we  don't  divide  up 
geographically.  A  James  River  salesman 
represents  only  those  products  from  his 
subsidiary  that  he's  expert  in  .  .  .  for  the 
whole  country.  Frequently  we  have  two 
different  salesmen  in  the  same  city  on 
the  same  day — sometimes  even  calling 
on  the  same  customer.  These  are  no  15- 
minute  sales  calls;  they're  working  ses- 
sions on  a  whole  list  of  product  develop- 
ment items  that  may  take  a  couple  of 
days."  The  approach  is  scarcely  original: 
The  specialty  chemical  business  has  long 
followed  it.  But  Halsey  and  Williams 
made  it  work  in  the  paper  industry. 

James  River's  acquisition  program  also 
sidesteps  one  classic  pitfall  that  has 
tripped  up  many  other  fast-growing  com- 
panies— lack  of  depth  in  middle  manage- 
ment. In  most  of  its  acquisitions,  the 
white-collar  management  staff  is  delight- 
ed to  come  with  a  company  so  closely 
attuned  to  the  specialty  paper  field.  And 
because  of  its  single-industry  focus  and 
the  high  degree  of  decentralization,  the 
digestion  problems  that  other  acquisitive 
companies  often  suffer  have  thus  far  not 
bothered  Halsey  and  Williams. 

Wall  Street  is  not  especially  impressed 
by  all  this.  While,  at  a  recent  25,  James 
River  common  is  now  worth  roughly  4 
times  what  its  price  was  in  1973  when 
the  company  went  public,  the  price/earn- 
ings multiple  is  still  a  comparatively 
modest  8  times  1979  earnings.  Why  not 
more  for  that  kind  of  performance  in  an 
industry  like  paper?  Perhaps  because  the 
record  suggests  that  most  of  the  com- 
pany's earnings  growth  (58%,  in  fact)  has 
come  in  that  first  year  when  the  cost- 
improvement  and  product-upgrading 
program  is  put  into  a  new  acquisition. 
Without  more  or  larger  acquisitions,  that 
growth  is  bound  to  slow.  Won't  James 
River  look  more  like  the  big  sluggish 
Mississippi  River  then? 

Brent  Halsey  just  smiles  at  that.  Pa- 
per's a  $35  billion  business,  after  all,  and 
James  River  hasn't  even  gotten  1%  of  it 
yet.  "We  think  maybe  $4  billion  to  $5 
billion  of  the  paper  industry  is  of  interest 
to  us,"  he  says,  looking  confident. 

What  might  other  would-be  entrepre- 
neurs glean  from  James  River's  success? 
Halsey  looks  at  Williams  and  then  at  the 
mill  outside.  "Just  that  the  best  ideas 
usually  come  right  in  your  own  back- 
yard," he  says.  ■ 
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Lost  in  a  blizzard! 


For  a  daily  Olympic  update  compliments  of  C.C., 
dial  800-223-1850.  In  N.Y.dial  212-888-0766. 


We  came  to  bury  a  case  of  GC  near  the  site  of  the 
Winter  Olympics...and  almost  got  buried  ourselves. 

We  headed  to  Lake  Placid  to  cross-country  ski  and  to  hide  a  case  of  C.C.  near  the 
Winter  Olympics.  But  skiing  deep  into  the  forest,  we  forgot  to  watch  the  sky. 
A  serious  mistake  among  the  unforgiving  Adirondack  Mountains. 

By  noon  the  wind  was  howling  and,  faster  than  we  could  believe,  the  ski  tracks  we 
hoped  to  follow  were  under  new  snow. We  were  lost  in  an  Adirondack  blizzard!  But 
intent  on  hiding  our  case  of  Canadian  Club,  we  blindly  followed  our  sixth  sense. 
Finally,  cresting  a  steep  hill,  we  found  ourselves  in  an  open  field.  Driving  winds  were 
more  intense  here,  but  we  followed  a  fence  row  until  we  could  make  out  the 
silhouette  of  towering  Whiteface  Mountain.  With  our  bearings  restored,  we  hid  our 
treasure  in  a  place  where  those  who  seek  gold  will  miss  by  a  quarter  of  a  mile. 

Toasting  our  luck  with  C.C.  before  a  roaring  fire. 
Soon  we  were  regaling  friends  with  our  chilling  adventure  as  we  enjoyed  drinks  of 
Canadian  Club  before  a  warming  fire.  We  knew  the  case  wouldn't  be  easy  to  find. 
Fhose  who  seek  it  may  have  to  brave  the  same  bitter  conditions  that  challenge  the 
Dlympians.  But  if  you  prefer  to  confine  your  search  for  "The  Best  In  The  House"  to 
:he  warm  fireside,  simply  tell  your  host,  "C.C,  please." 


6  YEARS  OLD.  IMPORTED  IN  BOTTLE  EROM  CANADA  BY  HIRAM  WALKER  IN 
DETROIT,  MICH.  86.8  PROOF  BLENDED  CANADIAN  WHISKY.  © 
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"The  Best  In  The  House"*  in  87  lands. 


What  does  it  take  to  produce  30% growth  year 
after  year?  It  isn 't  easy  It  isn 't  gentle.  And  you 
also  have  to  take  some  awful  chances. 

Data  General — 
life  in 
the  fast  lane 


By  Harold  Seneker 

I liked  it  better  in  the  old  days," 
says  Herb  Richman,  Data  General's 
flamboyant  cofounder  who  is  senior 
vice  president  in  charge  of  marketing 
and  sales.  "The  days  when  there  were 
only  100  or  so  people  around  here  and 
you  knew  everybody — you  could  jump  up 
on  the  lunch  table  and  yell,  'You  charac- 
ters better  get  that  stuff  shipped  tonight 
or  you  won't  eat.'  Now  I'd  have  to  put 
that  in  a  memo  and  send  it  around — it 
takes  a  week  for  anybody  to  find  out  I'm 
ticked  off." 

The  old  days  were  only  a  decade  ago.  In 
1968  Richman,  44,  President  and  CEO 
Edson  de  Castro,  41,  and  three  others 
started  the  third-largest  minicomputer 
manufacturer  in  a  vacated  beauty  parlor 
in  a  strip  shopping  center  in  Hudson, 
Mass.  The  beauty  parlor  is  now  a  pizza 
joint.  DG  is  a  worldwide  enterprise — 
13,700  employees  and  over  $500  million 
sales — growing  30%  to  35%  a  year. 

Even  after  a  decade  like  that  the  execu- 
tives are  still  driving  the  company  to  run 
flat-out.  Everything  is  turned  into  a  goad. 
There  are  no  executive  perks,  for  exam- 
ple, except  stock  options.  Richman's  car 
is  occasionally  towed  when  he  forgetfully 
parks  in  the  visitors'  spaces  in  front  of 
the  headquarters  building:  "If  you  want 
to  park  near  the  building,  get  here  early," 
is  the  de  Castro  dictum. 

Periodic  clutches  of  new,  young  sales- 
men appear  in  the  personnel  office  down 
the  hall  from  executive  row  in  the  big, 
low,  cut-rate  headquarters  building  over- 
looking Route  9  in  Westboro,  Mass., 
some  30  miles  outside  Boston,  where 
land  is  cheaper.  They're  keyed-up,  ner- 
vous, silent,  drawn  by  the  possibility  of 
big  money.  They'll  get  a  base  salary  of 
$20,000 — a  bare  middle-class  living  in 
the  State  of  Taxachusetts — plus  a  sched- 
ule of  commissions  that  keep  getting  fat- 
ter as  their  volume  goes  up,  with  no  cap. 
Salesmen  at  archrival  Digital  Equipment 
(DEC)  get  no  commission  at  all,  averag- 


ing $35,000  straight  salary.  The  average 
Data  General  salesman  makes  $38,000  a 
year — but  the  good  ones  make  more  in 
commissions  than  Richman's  $95,000 
salary. 

Breaking  into  this  charmed  circle  isn't 
easy,  however,  and  only  a  minority  of 
new  salesmen  last.  "We're  getting  the 
accounts  nobody  else  wants,"  one  of  the 
young  newcomers  realizes.  Later,  they'll 
also  realize  the  meaning  of  not  getting 
paid  until  the  merchandise  is  shipped,  so 
they'll  learn  the  best  ways  of  getting  ac- 
tion from  the  relevant  plant  managers. 
The  old-timers  will  tell  them  about  the 
memorable  kickoff  sales  meeting  in  fis- 
cal 1978,  when  Richman  brandished  an 
honest-to-god  whaler's  harpoon  and  said, 
"If  you  guys  don't  make  your  numbers 
this  is  what'll  be  sticking  out  of  your 
boss'  back,"  then  hurled  the  harpoon 
across  the  room. 


Here's  what  planning  for  30%  growth! 
looks  like:  In  24  months,  over  half  th« 
people  who  will  be  working  for  Data 
General  haven't  been  hired  yet;  most  oj 
the  mini-  and  microcomputer  models  n 
will  be  selling  haven't  been  introduced 
yet;  a  third  of  the  plant  space  in  which 
they'll  be  produced  hasn't  been  built  yetj 
over  half  the  customers  they'll  be  sold  tc 
haven't  been  contacted  yet;  and  though 
Data  General  will  be  doing  business  at  an 
annual  rate  of  $850  million,  unit  sales 
will  more  than  double  because  in  the} 
computer  industry  most  prices  go  down. 
And  if  they  make  an  acquisition — DG  is 
advertising  for  an  acquisitions  man — alll 
those  numbers  will  be  larger.  And  that's 
in  24  months. 

Welcome  to  the  world  of  hypergrowth. 
It  has  been  like  this  in  the  minicomputer 
industry  since  it  was  born  in  the  early 
1960s,  and  the  end  is  not  in  sight.  Every 
year  new  technology  drops  prices  15%  to 
20% — sometimes  more — and  new  uses 
and  users  come  pouring  out  of  the  wood- 
work. Nobody  really  knows  what  the  to- 
tal demand  for  minicomputers  is.  The 
industry  was  able  to  supply  something 
around  $5.5  billion  worth  last  year,  to  a 
market  panting  for  more,  and  probably 
will  be  able  to  supply  some  $14  billion  by 
1983.  The  real  constraint  is  not  the  mar- 
ketplace but  the  companies'  internal  ca- 
pacity to  grow — raise  enough  money, 
build  wisely,  find  and  hire  the  right  peo- 
ple, give  them  the  right  training,  produce 
the  right  technology  at  the  right  price 
while  keeping  it  all  going  at  a  pace  just 
short  of  the  line  where  the  enterprise 
will  dissolve  into  chaos  because  it  can't 
be  managed  anymore.  Data  General 
keeps  itself  further  out  toward  the  thin 
line  between  growth  and  collapse  than 


Data  General  President  and  CEO  Edson  de  Castro 

Want  a  good  price?  Be  on  your  sidewalk,  first  thing  in  the  morning. 
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PAUL  HOOPER  KNOWS  MORE  ABOUT  TRAFFIC  SAFETY 

THAN  3M  DOES. 


THAT'S 


When  Paul  Hooper  talks  about 
highway  safety,  3M  listens.  Paul  is 
County  Road  Engineer  of  King 
County,  Washington.  He's  dedicated 
the  last  nineteen  years  of  his  life  to 
finding  new  and  better  ways  to  keep 
people  alive.  , 


Today,  Public  Safety  Engineers 
like  Paul  reach  to  contemporary 
technology  for  answers.  Like  the  3M 1 
Opticom® System  that  automatically 
changes  traffic  lights  from  red  to 
green  to  help  emergency  vehicles  get 
to  the  scene  sooner  and  safer.  And 
when  new  technology  is  needed 
Paul  will  be  among  the  first  to  know. 


By  listening  to  him,  3M  can 
create  more  ingenious  products  for 
practical  use.  And  that's  our  job.  At 
3M,  listening  is  more  than  just  good 
philosophy.  It's  vital  to  our  future. 

EARS  YOU. 


any  other  major  minicomputer  firm. 

"You  have  to  make  decisions  here  a  lot 
faster,"  says  Product  Marketing  Vice 
President  (under  Richman)  Rowland 
Thomas,  a  pleasant,  square-faced  man 
with  a  broad  North  Carolina  accent,  who 
left  Burroughs  in  part  because  it  grows 
only — only — 15%  a  year. 

"You  have  to  move  before  the  opti- 
mum time  you  want  to  plan  everything," 
he  says.  "Faster  than  is  desirable.  If  you 
decide  to  do  something  for  the  company, 
you  just  get  a  quick  okay  and  go  do  it. 
You  make  more  mistakes  that  way,  but 
they're  usually  small  ones.  The  trick  is, 
you  have  to  remember  that  half  the  peo- 
ple in  the  company  affected  by  what  you 
did  won't  know  that  you  did  it.  You  have 
to  remember  to  go  back  and  tell  them." 

Data  General's  34%  revenues  growth 
last  year  gained  it  an  inch  of  market 
share  against  the  industry,  which  grew 
some  30%.  That  is  Data  General's  re- 
ward for  straining  so.  This  industry's  in- 
credible, geometric  growth  must  stop 
someday,  before  the  earth's  surface  is 
buried  under  a  deep  carpet  of  minicom- 
puters, terminals  and  disc  drives.  No- 
body knows  when  the  ceiling  will  be 
reached,  but  Data  General  isn't  big 
enough  yet,  relative  to  its  competitors, 
to  be  sure  it  will  be  one  of  the  survivors. 
The  giant  of  this  end  of  the  business  is 
Digital  Equipment,  four  times  Data  Gen- 
eral's size.  That's  a  sure  survivor.  Then 
comes  giant,  $1.7  billion  Hewlett-Pack- 
ard, which  produced  maybe  $650  million 
worth  of  minicomputer  systems  last  year 
(figure  maybe  $950  million  this  year). 
That's  one,  too.  Then  comes  Data  Gen- 
eral with  its  $507  million  in  the  fiscal 
year  ended  Sept.  30  but  with  zero  outside 
revenues  and  a  small  negative  cash  flow. 
Then  $4  billion  Honeywell  with  about 
$260  million  in  minis.  Further  back  in 
the  pack,  at  around  $200  million,  is  IBM, 
which  can  be  counted  on  not  to  stay 
back  once  it  gets  its  mini  act  together. 
There  are  maybe  50  others  in  the  busi- 
ness, ranging  from  tiny  mayflies  to  the 
likes  of  Burroughs  and  NCR,  all  in  a 
desperate  race  for  survival,  all  waiting  for 
Data  General  to  stumble. 

Data  General  has  gone  through  a  lot  of 
transformations  since  it  began,  but  it  has 
always  made  its  living  by  being  the  cut- 
rate  specialist  in  the  minicomputer 
game.  It  pours  10%  of  revenues  into 
R&D,  more  than  any  other  computer 
maker,  but  almost  never  introduces  new 
technology.  It  spends  it  all  designing  bet- 
ter imitations,  making  them  a  little 
smaller,  a  little  faster,  a  little  simpler — 
and  a  whole  lot  cheaper,  because  it  also 
cuts  its  operating  costs  to  the  bone.  Its 
salesmen  travel  strictly  tourist,  and  as 
late  as  last  year,  even  individual  maga- 
zine subscriptions  at  headquarters  had  to 
be  approved  by  the  vice  president  of  fi- 
nance. Everyone  eats  in  the  employee 
cafeteria,  de  Castro  and  Richman  includ- 


ed, because  there  is  no  executive  dining 
room.  Too  costly. 

The  rest  of  the  computer  industry,  fol- 
lowing IBM,  treated  its  customers  the 
way  a  big  department  store  treats  a  dow- 
ager— everything  at  her  disposal  includ- 
ing unlimited  handholding.  Data  General 
became  the  guy  who  would  get  the  goods 
for  you  wholesale,  deliver  fast  and  on 
time,  but  leave  the  carton  on  the 
sidewalk  in  front  of  the  house. 

It  was  a  great  niche,  and  sales  ex- 
ploded. In  1979  return  on  equity  was 
24.5%  at  DG,  vs.  18.1%  at  DEC.  Among 
perpetually  cash-short  small-computer 
companies,  DG  can  finance  more  of  its 
growth  internally  than  most. 

But  now  it  has  to  get  ready  for  the  next 
phase  of  growth,  which  means  a  huge 
transformation:  As  they  double  in  size 
this  time,  the  cut-rate  guys  will  have  to 
acquire  some  class,  while  recovering 
their  balance  from  coming  too  close  to 
the  line  that  marks  chaos.  No  more  leav- 
ing the  goods  on  the  sidewalks. 


While  DG  wrestles  with  the 
controls  problem,  it  must  also 
change  its  spots.  More  cus- 
tomers are  smaller  businesses 
or  nontechnical  people  who 
wont  or  cant  do  their  own 
servicing.  They  want  gentle 
handling  and  reassurance. 


"There  were  several  reasons  why  earn- 
ings declined  in  the  fourth  quarter  last 
year,"  begins  Edson  de  Castro,  starting  a 
well-practiced  speech.  Data  General  is 
extremely  stock-minded,  and  not  only 
was  this  the  first  decline  in  its  history — 
it  was  also  a  complete  surprise  to  Wall 
Street,  and  a  lot  of  analysts  have  been 
asking  questions.  The  company  will 
probably  need  outside  financing  in  a  cou- 
ple of  years,  and  high-priced  stock  is 
better  currency  than  debt  any  day. 

De  Castro  can  affect  a  warm  smile  and 
show  a  genuine  sense  of  humor  that 
masks  a  passion  for  secrecy  and  a  notable 
temper.  He's  being  patient  now.  Very 
patient.  "First,"  he  says,  "our  service 
people  got  carried  away  and  spent  too 
much  money  overhiring.  We  are  growing 
faster  now  in  service  than  in  product 
sales,  but  our  margins  there  are  under 
pressure  while  we  hire  and  train  the  new 
people. 

"Then  there  were  other  factors.  The 
components  market  became  hectic.  Sup- 
plies of  things  like  memory  chips  be- 
came erratic  for  a  while  and  prices  in- 
creased. And  we  were  slow  in  reacting  to 
needed  price  increases  in  certain  peri- 
pherals and  software.  ..." 

A  fair  list  of  mea  culpas,  but  the  central 
theme  is  what  really  counts:  These  are 
all  temporary  problems.  They  will  pass. 
Onward  and  upward. 


But  here's  the  rub:  With  the  exception 
of  the  components  market,  which  was 
unexpectedly  roiled  last  summer  bv 
IBM's  rush  to  buy  enormous  quantities 
of  memory  chips  from  outside  for  thd 
first  time  ever,  and  by  an  underestimated 
demand  for  chips,  the  list  adds  up  to  a 
disconcerting  loss  of  control  at  a  com- 
pany that  has  always  bragged  about  and 
absolutely  had  to  have  tight,  even  draco- 
nian  controls.  In  the  fiscal  first  quarter, 
ended  Dec.  31,  sales  were  up  again — 
31% — but  earnings  were  flat.  The  stock, 
which  had  sunk  from  69  to  53  on  the 
news  of  the  fourth  quarter,  is  back  up  to 
the  60s,  but  something  has  changed;  for 
three  years  it  sold  at  about  the  share  price 
of  DEC  or  a  little  more.  Now  it  is  less; 
DEC  sells  in  the  70s,  for  a  16  P/E,  while 
DG  goes  for  13  times  earnings.  Street 
estimates  for  1980  run  around  $5.65  ai 
share,  a  17.5%  increase,  not  30%. 

While  the  company  wrestles  with  the 
controls  problem,  it  must  also  change  its 
spots.  For  a  long  time  it  gloried  in  being 
known  as  the  "bastards  of  the  industry." 
"I've  never  seen  anybody  so  tough  in  a 
negotiation,"  marvels  Richman,  speak- 
ing of  de  Castro.  "He's  brutal." 

The  trouble  is,  more  and  more  of  the 
customers  are  now  smaller  businesses  or 
nontechnical  people  who  will  not  or  can- 
not do  their  own  servicing.  In  a  couple  of 
years,  Data  General  may  have  its  prod- 
ucts in  every  "retail"  computer  store  in 
the  country.  These  buyers  want  lots  of 
gentle  handling  and  reassurance.  So  last 
year  Data  General's  annual  report  spent 
two  pages  extolling  its  wonderful  service 
operation  that  is  now  being  expanded  so 
fast  it  is  hurting  earnings  at  this  stock- 
minded  company.  De  Castro  pretends 
the  old  lifestyle  never  existed:  "We've 
always  had  a  service  organization,"  he 
says.  "We've  never  had  any  problems 
with  our  customers.  I  think  that  'bas- 
tards' reputation  is  really  just  an  inven- 
tion of  the  press,"  he  tells  a  representa- 
tive of  the  press. 

Down  the  hall,  Vice  President  of  Ad- 
ministration Jim  Campbell  fishes  out  a 
two-month-old  table  of  organization 
from  his  cluttered  desk.  "This  is  already 
a  little  out  of  date — we've  added  another 
new  division.  In  1975,  say,  we  would 
have  agonized  for  months  over  a  change 
like  that.  Now  we  decide  in  a  few  min- 
utes. Nineteen  eighty-one  is  still  pretty 
dim  for  me,  and  I  have  no  idea  what  we'll 
look  like  in  1982. 

"I  constantly  study  the  way  larger 
companies  organize  themselves,  looking 
for  ideas.  I  look  at  Texas  Instruments,  at 
IBM,  at  ITT,  and  at  GE  and  GM.  I  espe- 
cially like  the  way  GE  has  broken  its 
business  up  into  a  series  of  billion-dollar 
industrial  sectors." 

Billion-dollar  sectors?  Why  not?  At 
30%  a  year,  Data  General  will  be  at  $7 
billion  in  1990.  If  it  can  hold  itself  to- 
gether that  long.  ■ 
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A  bright  future  is: 
being  in  an  industry 
no  other  industry 
can  do  without. 


Today,it  is  difficult  to  imagine  a  business  in  any 
major  industry  being  managed  efficiently,  or  even 
producing  its  products,  without  some  reliance  on 
electronic  information  processing  equipment. 

That's  why  the  information  processing  industry  is 
growing  so  fast.  Over  30%  per  year. 

And  MAI,  as  a  major  multinational  manufacturer, 
marketer  and  servicer  of  Basic  Four®  business  com- 
puter and  Wordstream™  word-processing  systems, 
is  well  positioned  to  participate  fully  in  this  industry's 
dynamic  growth. 

For  several  reasons: 

By  supplying  useful  information  faster,  and  often  at 
lower  cost,  MAI's  products  and  services  help  busi- 
nesses manage  their  operations  more  efficiently.  An 


Revenue  Growth 

(In  millions) 


important  advantage,  particularly  in  a  time  of 
recession. 

Our  increasing  investment  in  research  and 
development  keeps  our  products  technologically 
and  cost  competitive. 

Our  products'  acceptance  in  rapidly  expanding 
worldwide  markets,  combined  with  our  financial  and 
management  capabilities,  are  reflected  in  our  revenue 
growth  over  the  past  five  years. 

And  our  capital  expenditures,  which  have  in- 
creased substantially  over  the  same  period,  will  con- 
tinue to  increase  in  1 980.  An  expression  of  our 
confidence  in  a  bright  future. 

To  learn  more  about  MAI  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.,  300  East 
44th  Street,  New  York,  NY  1 001 7. 
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It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  *  Sorbus  Inc. 


LIFE  CYCLE 

CONTROL 


At  33  West  Monroe, 
Honeywell  helps  build  in  savings 
from  the  ground  up. 


33  West  Monroe,  a  28-story 
building  now  under  construction 
in  downtown  Chicago,  will  be 
energy-efficient  from  the  first 
day  of  operation.  The  building 
owner,  Draper  &  Kramer,  Inc., 
expects  to  avoid  utility  costs  of 
$128,000  yearly  from  a 
combination  of  Honeywell 
temperature  controls  and 
computerized  management 
systems.  Honeywell's  broad 
involvement  in  all  phases  of 
planning,  construction  and 
utilization  began  saving  Draper 
&  Kramer  money  even  before 
the  ground  breaking  ceremony. 

Life  cycle  savings  are  what 
Honeywell  is  uniquely  able  to 
deliver  for  building  owners 
everywhere.  And,  quite 
possibly,  for  you. 

Where  the  savings  come 
f  rom-and  when 

Design:  In  the  planning  stage, 
Honeywell  control  experts  can 
offer  valuable  aid  to  your 
architect  and  consulting 
engineer.  As  a  leader  in  both 
building  controls  and  computers, 
we  can  help  you  evaluate  a  wide 
range  of  state-of-the-art 
solutions,  choosing  products 
that  suit  the  specific  needs  of 
your  building  and  meet  all 
current  and  proposed  codes. 
From  our  experience  with 
thousands  of  central  control 
systems,  we  can  also  assist  with 
detailed  application  engineering. 


Construction:  During  the  actual 
building  phase,  we  help  avoid 
difficulties  that  sometimes  beset 
construction  timetables.  As  one 
of  the  last  contractors  on  the 
job,  our  timely  performance  is 
critical  to  prompt  start  up  and 
revenue  generation.  Careful, 
computerized  scheduling  assures 
delivery  of  control  devices — 
and  the  appropriate  installation 
labor  skills — onto  the  job  site 
exactly  when  needed,  neither 
too  early  nor  too  late.  We  start 
and  finish  on  time. 

System  start-up:  With 
installation  complete,  Honeywell 
supervises  all  electrical  and 
mechanical  control  interfaces, 
checks  out  and  calibrates  all 
functional  elements,  debugs 
software,  and  fine  tunes  the 
entire  system.  Then  we  train 
your  operating  personnel,  on 
site  or  in  our  own  facilities.  The 
result  is  a  smooth-working, 
energy-efficient  system — and 
satisfied  building  occupants — 
from  day  one. 

In  operation:  A  single  supplier 
has  wedded  the  thermostat  and 
the  computer  to  put  close 
building  control  in  your  hands. 
Accurate  pneumatic  control  over 
comfort  conditions,  plus  central 
computer  control,  carries  out 
your  energy  management 
objectives.  You  can  also  expect 
manpower  and  administrative 
savings.  Automatic  handling  of 
operating  routines  frees  your 
staff  from  non-productive 
manual  tasks.  And  automatic 
management  reporting  provides 
the  facts  needed  for  real-time 
decision  making. 


Continuing  support:  As  the 

years  pass,  Honeywell  stays 
with  you.  From  our  nearby 
branch  office,  we  can  provide 
expert  preventive  maintenance 
— including  24-hour  emergency 
service — to  keep  equipment 
and  software  running  smoothly 
over  a  maximum  life  span. 
We're  also  there  for  follow-up 
t  raining  of  your  personnel  and 
for  revision  and  expansion  of 
your  system  as  your  needs 
change  and  grow. 

One  dependable  source- 
today  and  tomorrow. 

Whether  you're  planning 
a  new  building  such  as 
33  West  Monroe  or  upgrading 
your  present  mechanical 
control  system,  you  can  depend 
on  Honeywell  every  step  of 
the  way  to  help  you  run  a 
comfortable,  cost-efficient 
building. 

The  earlier  you  call  on  us,  the 
more  we  can  help.  Why  not  do 
it  now?  Write  Honeywell 
Commercial  Construction 
Division,  Dept.03Q14, 
Honeywell  Plaza,  Minneapolis, 
MN  55408. 

From  the  most  complex 
computer  system  to  the  simplest 
controls,  providing  better  ways 
to  help  you  control  your 
business  has  always  been  our 
business  at  Honeywell. 


Honeywell 


The  smart  money  is  out  of  real  estate  develop- 
ment now,  says  Chicago's  old  master  builder, 
Arthur  Rubloff.  But  not  forever. 


I  just  stopped" 


Ihe  Money  Men 


Real  estate  developer  Arthur  Rubloff 

"This  is  the  hottest  real  estate  market  in  the  history  of  the  business. 
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This  is  the  hottest  real  estate  mar- 
ket in  the  history  of  the  business," 
says  Arthur  Rubloff,  his  fingers 
resting  on  the  edge  of  a  massive  green 
marble  desk  like  the  talons  of  a  wise  ok 
owl  warily  gripping  a  branch.  "But  when 
I  saw  the  money  market  going  the  way  i 
is,  I  just  stopped." 

At  76,  Rubloff  has  long  ranked  among 
the  U.S.'  top  five  developers,  noted  par 
ticularly  as  a  deal  man  who  can  marsha 
the  capital  and  big-league  participants  for 
huge  urban  projects.  But  a  few  months 
ago  he  began  putting  major  development 
projects  on  the  back  burner. 

The  commercial  real  estate  market 
scarcely  noticed.  Never  have  so  many 
commercial  and  industrial  projects  been 
under  way  in  the  U.S.  "What's  happen 
ing,"  Rubloff  explains,  "is  that  most  of 
the  good  real  estate  is  off  the  market.  If 
you  want  to  acquire  property  today  you 
have  to  build  it." 

Like  most  developers,  Rubloff  blames 
the  sudden  rush  of  foreign  investment. 
"About  two  years  ago,"  he  says,  "the 
Japanese,  the  Germans,  the  French  andl 
the  English — not  the  Arabs  particular- 
ly— came  over  and  started  buying  exist-  j 
ing  real  estate  like  mad  to  shelter  their 
funds.  Because  they're  interested  in  hold-  j 
ing  property  for  the  long  haul,  they're  not  I 
so  concerned  about  immediate  return.; 
They've  been  that  way  for  centuries,  I 
guess.  So  all  of  a  sudden  the  major  insur- 1 
ance  companies,  who  had  been  buying) 
most  of  the  real  estate  in  this  country 
and  making  fine  deals  for  themselves, 
woke  up.  Not  only  do  they  have  formida- 
ble competitors,  but  these  people  don't  | 
even  need  financing.  So  the  insurance 
companies  go  into  the  market  and  start  I 
buying  the  same  way." 

In  record  time,  the  stock  of  existing 
real  estate  dried  up,  forcing  the  insurance 
companies  to  rush  headlong  into  new 
developments.  "Today  the  insurance 
companies  are  financing  developers  by 
putting  up  100%  of  the  money  at  market 
rates  in  exchange  for  one-third  or  one-' 
half  of  the  deal,"  says  Rubloff.  "They 
never  used  to  do  that,  except  in  very 
special  circumstances.  Now,  most  major 
new  downtown  office  buildings  are  being 
financed  that  way.  That  means  the  de- 
veloper has  to  wait  ten  years  or  more 
before  he  sees  anything  out  of  it,  because 
obviously  the  insurance  companies  have 
to  get  their  money  back  first." 

Rubloff,  whose  closeness  to  the  legend- 
ary Charles  Allen  of  New  York's  Allen  & 
Co.  gives  him  access  to  far  more  equity 
capital  than  most  developers,  could 
structure  more  rapid  payout  on  his  own  ' 
projects.  But  he's  not  interested.  "No  one 
can  deal  with  these  rates,"  he  insists. 
"Land  costs  are  in  the  sky.  And  the  ma- 
jor department  stores,  which  become  the 
catalysts  in  these  types  of  developments, 
just  want  you  to  give  them  a  piece  of  land 
today,  arguing  they'll  build  on  it  and  then 
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Back  then,  most  people  thought  the 
problem  was  finding  new  sources 
of  oil. 

But  at  Grace,  we  knew  that  oil  and 
gas  production  could  only  expand 
as  fast  as  the  support  services  that 
made  it  possible. 

So  our  Energy  Services  Division  had 
already  stepped  up  its  efforts  to 
help  oil  and  gas  producers  meet 
the  growing  domestic  demand. With 
services  like  contract  drilling,  tool 
and  pipe  rental,  oil  field  equipment 
manufacturing, and  downhole  services. 


Today,  our  energy  service  companies 
account  for  about  half  the  profits  of 
Grace's  Natural  Resources  Group. 
And  Natural  Resources— including 
production,  development,  and 
exploration  of  oil,  gas,  and  coal- 
are  only  one  part  of  Graces  total 
operation. 

Grace,  in  fact,  is  a  $5  billion 
company  with  broadly  balanced 
interests  in  chemicals,  natural 
resources,  and  consumer  businesses. 

Since  1968,  the  company's  net 
income  has  grown  by  an  average  of 


16%  annually.  And  shareholders  have 
been  receiving  cash  dividends  for 
46  consecutive  years. 

Our  latest  earnings  statement  can  tell 
you  more.  Send  for  it  by  writing  to 
W.R.Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  FB-2. 

One  step  ahead  of  a 
changing  world. 

GRACE 

chemicals  •  natural  resources  •  consumer  products 


The  Money  Men 



you  can  attract  the  balance  of  your  ten- 
ants. They're  using  their  clout  very  ag- 
gressively. Sears,  Roebuck  in  particular 
has  been  notorious  for  that.  We  could  get 
money,  I  think,  at  11%%  to  12%  with 
points,  but  the  market  is  too  uncertain. 
The  economy  of  this  country  is  in  a 
helluva  mess." 

Leave  it  to  a  real  estate  developer,  of 
course,  to  talk  down  the  economy.  After 
all,  it's  in  an  economic  downturn  that  he 
can  get  the  lowest  prices  for  existing 
properties  and  the  cheapest  financing  for 
new  developments.  Indeed,  it  was  during 
the  Depression  that  Rubloff  got  his  own 
real  estate  business  started.  In  1930,  at 
age  26,  he  pulled  in  $100,000  a  year  in 
brokerage  commissions  selling  office 
space  in  Chicago.  Several  years  later  he 
negotiated  the  huge  North  Kansas  City 
development  project  that  was  the  start  of 
an  immensely  fruitful  32-year  relation- 
ship with  Allen  &  Co. 

Of  course,  Rubloff  wasn't  quite  the 
overnight  success  that  suggests.  He  had 
what  you  might  call  a  running  start;  hav- 
ing hopped  a  freight  train  at  age  nine,  he 
wound  up  three  days  later  as  a  galley  boy 
on  a  Great  Lakes  ore  boat  thanks  to  two 
men  named  Donovan  and  McCarthy 
(McCarthy  was  chief  mate).  After  a  year 
and  a  half  of  that,  three  years  in  a  Cincin- 
nati furniture  store  and  a  few  other  odd 
jobs,  Rubloff  met  a  Chicago  realtor  who 
was  impressed  by  how  young  Rubloff 
bargained  when  buying  new  space  for  an 
employer  whose  store  had  just  burned. 
"You'd  be  a  natural,"  said  the  realtor 
with  uncanny  prescience.  So  Rubloff 
went  to  work  for  him  and  quickly 
learned  the  tricks  of  the  trade. 

"He  was  always  trying  to  cheat  me," 
Rubloff  recalls.  "Every  time  I  brought  a 
deal  in,  it  was  his  client.  See,  he  had  an 
automobile,  whereas  I  had  to  walk  or 
take  a  streetcar.  So  he  always  beat  me 
back  to  my  own  clients."  So  one  day 
when  his  employer  tried  the  old  trick, 
Rubloff  took  the  deal  to  a  competitor 
before  his  employer  had  time  to  close  the 
deal  and  got  25%  of  the  commission. 

That  lesson  in  the  virtues  of  alacrity 
was  soon  put  to  even  better  use  when 
Rubloff  managed  to  buy  five  square  miles 
in  North  Kansas  City  for  Allen  &  Co.  He 
did  so  by  persuading  Prudential  Insur- 
ance's Kansas  City  loan  office  to  commit 
in  advance  for  a  $3.2  million  mortgage 
on  the  property.  Mickey  Owens  of  the 
Pru  even  agreed  to  bring  a  check  for  $3.2 
million  to  the  closing.  Without  giving 
Owens  any  mortgage  papers  in  return, 
Rubloff  took  the  check  to  a  bank  and  had 
certified  checks  made  out  to  the  proper- 
ty's two  owners,  the  New  York  Central 
and  the  Burlington.  "Poor  Mickey  didn't 
sleep  all  night,"  laughs  Rubloff.  But  the 
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deal  went  through,  and  Rubloff  wound  up 
with  a  10%  interest  in  the  project  for 
pulling  it  off. 

As  time  passed,  the  Rubloff  hustle 
came  up  with  other  firsts,  always  on  a 
grand  scale.  In  1945,  for  example,  he  put 
up  what  he  claims  was  the  first  major 
U.S.  shopping  center  (which  now  in- 
cludes two  big  department  stores  and 
130  smaller  shops  covering  1  million 
square  feet)  at  the  corner  of  95th  and 
Western  on  Chicago's  South  Side.  "It 
took  nine  years  to  get  off  the  ground  and 
I  almost  went  broke  because  the  concept 
was  so  new  that  it  was  very  difficult  to 
generate  interest,"  he  recalls. 

In  1947  he  conceived  the  hugely  suc- 
cessful "magnificent  mile"  renovation 
project  on  North  Michigan  Avenue  at  a 
cost  of  $200  million.  Then,  in  an  unpre- 
cedented act  of  generosity,  he  gave  it  to 


"No  one  can  deal  with  these 
rates.  Land  costs  are  in  the 
shy.  And  department  stores, 
which  become  the  catalysts 
for  these  types  of  develop- 
ments, just  want  you  to  give 
them  a  piece  of  land  today. 
Sears,  Roebuck  in  particular." 

the  City  of  Chicago.  "I  didn't  even  allow 
myself  to  buy  any  properties  in  the  area 
so  I  could  benefit  personally,"  he  adds. 
Today  that  stretch  of  North  Michigan  is 
worth  some  $6  billion.  In  later  large-scale 
developments,  like  Chicago's  Old  North 
Town  and  San  Francisco's  Southland  and 
Sun  Valley  projects,  Rubloff  and  Allen 
generally  built  and  held  (though  they 
have  just  sold  the  Carl  Sandburg  Village 
development  at  a  $65  million  profit). 

Rubloff  had  even  flirted  with  the  idea 
of  new  cities  before  backing  off.  "In  the 
late  Fifties,"  he  says,  "we  acquired 
107,000  acres  near  El  Paso,  Tex.,  which 
was  a  third  of  a  county.  We  paid 
$875,000  for  the  land.  Then  along  came 
Horizon  Corp.,  which  offered  us  $12  mil- 
lion for  the  largest  part  of  it.  With  that 
kind  of  profit  I  figured  I  couldn't  afford  to 
start  building  the  largest  city  in  America! 
This  new-cities  business  hasn't  been 
very  successful,  because  of  the  huge  costs 
involved." 

More  recently  Rubloff  surprised  his  ad- 
mirers by  refusing  to  go  in  as  a  partner  on 
the  77, 000-acre  Irvine  Ranch  project 
near  Los  Angeles  that  Allen  &  Co.  fought 
so  hard  to  win  away  from  Mobil  in  mid- 
1977  for  over  $337  million.  Why  isn't  he 
in  on  it?  All  he'll  say  is  that  he's  not 
short  of  large  developments. 

What  he  clearly  had  in  mind  was  an 
ambitious  renovation  of  14.5  acres  in 
downtown  Chicago,  embracing  the  Da- 
ley Center  and  its  striking  Picasso  stat- 
ue, right  across  from  Rubloff 's  own  69 
West  Washington  Street  office  building. 


Such  urban  renewal  projects  are  dear  to 
Rubloff 's  heart  because  he  genuinely 
seems  to  feel  responsible  for  contributing 
to  the  decline  of  Chicago's  central  busi-j 
ness  district  with  his  suburban  shopping 
centers.  Now  Rubloff  is  convinced  thai 
shopping  center  developers  have  saturatj 
ed  the  market,  competing  with  each  othj 
er  for  the  same  consumer  dollars. 

"So  would  you  like  to  see  what  I'm 
trying  to  do  for  State  Street?"  Rublofl 
asks,  walking  over  to  the  inevitable  scale 
model  as  he  telescopes  a  pocket  pointer 
"We  propose  to  build  a  retail  mall  frorq 
Washington  Street,  over  around  State 
Street  to  Lake  Street,"  he  says.  "Seven 
square  blocks!"  His  pointer  sweeps 
around  the  model  with  practiced  ease 
"These  are  a  bunch  of  derelict  buildings 
75  or  80  years  old,  economically  unsound 
now  and  a  disgrace.  Here,  as  an  anchor]) 
we've  got  the  Hilton  Hotel  on  a  full  blocl 
from  State  to  Dearborn.  The  other  ami 
chor  will  probably  be  a  state  office  build]1 
ing  here.  We're  putting  2,000  apartment! 
in  these  three  50-story  buildings.  This 
will  be  a  luxury  office  tower  here.  A 
garage  here.  And  then  here  on  Lake 
Street  we're  going  to  build  four,  maybe 
six,  legitimate  live  theaters  plus  eighi 
movie  theaters.  We've  got  sky  walks  tyl 
ing  all  these  buildings  together  here,  here 
and  here."  Typically,  Rubloff  conceive! 
the  whole  $800  miLlion  project  in  rel 
sponse  to  an  invitation  from  City  Hall  tl 
build  a  public  library. 

But  there  is  dust  on  the  scale  model 
for  the  North  Loop  Redevelopment  Prof 
ect,  as  it  is  called,  may  be  an  idea  whosl 
time  has  passed.  "You  couldn't  possibli 
get  it  off  the  ground  now,"  Rubloff  cori 
cedes.  "This  project's  lost  its  timing! 
Four  years  ago  I  could  have  built  thai 
mall  on  State  Street  for  $45  a  foot.  Todal 
it  would  cost  $85  or  $90.  I  had  the  funds 
and  the  backing  and  the  people  to  do  the 
job  and,  unfortunately,  Mr.  Daley 
dies.  .  .  ." 

Rubloff  sighs  as  he  gazes  where  thi 
towers  of  North  Loop  might  have  risen. 
Of  course,  if  Mayor  Byrne  were  to  grant 
tax  concessions.  .  .  .  His  eyes  brighten: 
"If  we  had  to  pay  the  assessment  thai 
presently  exists  on  State  Street  on  a  projj 
ect  like  we're  building  here,  it  could  cosi 
maybe  $300  million  and  we'd  be  broke 
before-  we  started.  But  hell,  the  cities! 
could  afford  to  give  developers  like  me  na 
taxes  just  to  get  the  goddamn  property 
built.  It  would  save  the  city,  create  thou- 
sands of  jobs  and  give  the  city  lots  oi 
sales  taxes  they  don't  get  now." 

But  Rubloff  isn't  holding  his  breath 
waiting  for  that  to  happen.  He  shakes  his 
head  disconsolately.  "I  see  a  very  pool 
year  in  1980,"  he  says  grimly. 

And  when  will  the  smart  money  be 
back?  Is  Rubloff  waiting  for  a  recession!) 
"Sure,"  he  replies  quickly,  "we  can  make 
it  at  9%.  We  wouldn't  get  fat,  but  we 
could  make  it.  .  .  ." —Geoffrey  Smith 
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Will  the  working  mother  cause 
the  demise  of  the  American  family? 


Today,  38%  of  America's  preschool  children  have 
mothers  who  work.  Ten  years  from  now,  it'll  be  45%. 

Will  the  children  suffer?  Will  the  family?  A  recent 
tudy  says  "no."  And  that's  good  news.  Because  often, 
ie  working  mother  is  not  simply  a  breadwinner.  She's 
roviding  extra  income  for  better  housing,  vacations, 
nd  college  for  the  kids  while  continuing  her  career. 

At  USLIFE  Corporation,  we  take  special  note  of  this 
end.  Because  protecting  the  stand- 
rd  of  living  and  the  future  of 
imilies  has  made  USLIFE  one  of  the 
iggest  life  insurers  in  America — 
1  just  13  years.  We  also  provide 
imilies  across  America  with  con-       III©  IS  3  TSfTllly  311311* 
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sumer  credit,  savings  plans,  and  title  insurance.  In  fact, 
with  ten  life  insurance  and  ten  other  financial  services 
companies  in  our  organization,  you  might  say  USLIFE 
is  a  family,  too.  A  family  of  companies. 

It's  the  family  that  can  insure  the  strength  of  your  family. 
And  if  there's  a  working  mother  in  it,  why  not  protect  the 
better  life  she's  helping  to  provide  with  a  life  insurance 
policy  from  USLIFE.  Just  look  for  the  USLIFE  company 
where  you  live.  And  if  the  mother  in 
your  family  doesn't  get  a  paycheck, 
well . . .  maybe  the  one  job  she  has  is 
all  she  really  needs  right  now. 


USLIFE  CORPORATION 

125  Maiden  Lane.  New  York,  NY  10038 


JR  FAMILY  OF  COMPANIES 

ie  United  Stales  Life  Insurance  Company  •  USLIFE  Life  Insurance  Company  of  California  "USLIFE  Credit  Life  •  Great  National  Life  •  Old  Line  Life  •  All  American  Life  •  General  United  Life  • 
icoln  Liberty  Life 'Sooner  Life 'Security  of  America  Life -USLIFE  Advisers.  Inc.  'USLIFE  Credit  Corporation  •  USLIFE  Equity  Sales -USLIFE  Financial  and  Insurance  Services 'USLIFE  Realty- 
5LIFE  Real  Estate  Services  •  USLIFE  Savings  and  Loan  Association  -  USLIFE  Systems  -  USLIFE  Title  Insurance  Company/Dallas  •  USLIFE  Title  Insurance  Company/New  York 


Western  Unions  imminent  turnaround  is 
one  of  the  oft-told  stories  of  Wall  Street.  But  is 
it  enough  to  be  a  good  story)  company? 


This  time,  maybe? 


The  Streetwalker 


FOR  THE  UMPTEENTH  TIME,  Word 
has  it  that  Western  Union — the 
telecommunications  company 
that  stayed  ice-cold  in  a  red-hot  mar- 
ket— may  finally  be  rounding  the  corner. 
But  some  longtime  Western  Union  fol- 
lowers have  greeted  the  news  with  no 
more  than  a  resounding  yawn.  "So 
what?"  asks  Drexel  Burnham's  Harry 
Edelson.  "I've  been  hearing  that  for  eight 
years.  The  company  still  has  problems." 

Western  Union's  problems  are  legend- 
ary: the  unfunded  pension  liability,  am- 
ortized over  40  years,  that  now  stands  at 
$275  million  (though  down  from  its  1969 
peak  of  $365  million);  an  earnings  record 
whose  credibility  has  been  diluted  by 
certain  less-than-conservative  book- 
keeping practices  like  capitalizing  R&D 
expenses;  issue  upon  issue  of  debentures 
that  have  pushed  debt  to  47%  of  total 
capitalization;  the  sacred  $1.40  dividend 
that  drained  the  kitty  in  the  lean  years  of 
1971,  1974  and  1979. 

Then  there  was  that  $22.1  million 
third-quarter  1979  writeoff  for  obsolete 
equipment  that  pushed  the  company 
into  the  red  on  revenues  from  continu- 
ing operations  of  about  $735  million. 
So  why  the  bullish  talk? 
For  one  thing,  Chairman  and  CEO 
(since  May  1)  Robert  M.  Flanagan,  WU's 
former  comptroller,  has  shifted  the  com- 
pany's management  focus  away  from 
predecessor  Russell  McFall's  emphasis 
on  hardware.  His  willingness  to  swallow 
the  1979  loss  in  one  gulp  is  standard 
practice  for  a  new  CEO;  it  helps  guaran- 
tee better  results  in  the  future.  But  he  has 
made  substantial  cuts  in  staff  and  unprof- 
itable operations — like  National  Share- 
data,  sold  Feb.  6.  And  his  promise  to 
depend  exclusively  on  internally  generat- 
ed funds  for  capital  expansion  over  the 
next  few  years  at  least  indicates  serious- 
ness of  purpose.  Besides,  the  shift  to 


product-line  marketing  management  un- 
der former  Satellite  Business  Systems 
marketing  whiz  John  Fox  suggests  West- 
ern Union  has  finally  figured  out  that 
having  services  isn't  enough — you've 
also  got  to  sell  them. 

Then  there's  the  operations  end.  After 
years  of  increasingly  expensive  depen- 
dence on  AT&T's  long  lines  for  its  inter- 
city Telex  and  TWX  links,  Western 
Union  is  working  to  cut  free.  No,  not 
merely  to  cut  free,  but  to  beat  Ma  Bell  at 
her  own  game:  By  midyear  the  company 
plans  to  have  a  long  distance  cut-rate 
voice  service,  similar  to  MCI's  Execunet 
and  Southern  Pacific's  SPRINT,  on  line 
in  29  cities.  "The  voice  service  could 
mean  something,"  says  Jack  Spears  of 
Balfour  Securities.  "If  they  filed  in  Febru- 
ary and  got  on  line  by  June,  they  could 
see  $2  million  to  $3  million  in  revenues 
this  year  and  $15  million  to  $20  million 
in  1981.  They  may  have  to  depend  on 
leased  AT&T  lines  to  get  into  some 
cities,  but  so  what?  Their  network  is 
nationwide  and  they  have  several  of 
their  own  local  distribution  lines  in  a  lot 
of  cities." 

Another  thing  that  has  warmed  the 
cockles  of  many  an  analyst's 
heart  was  Western  Union's  Jan. 
16  announcement  of  its  agreement  with 
United  Brands'  TRT  unit  to  expand  in- 
ternational routing  of  some  Telex  and 
TWX  traffic — something  WU  has  been 
hankering  after  but  is  prohibited  by  law 
from  doing.  "The  TRT  deal  opens  the 
door  to  international  business,"  com- 
ments Pershing  Securities  analyst  Ed 
Gaylor.  "They've  been  circumventing 
the  international  record  carriers — ITT 
Worldcom  and  RCA  Globcom — for  the 
past  several  months  by  routing  through 
the  cut-rate  Mexican  and  Canadian  carri- 
ers." Now  that  WU's  big-volume  Telex 
customers  have  an  even  cheaper  way  of 
getting  overseas  via  TRT,  its  almost  cer- 
tain loss  of  some  domestic  routings  on 
ITT  and  RCA  overseas  connections — 
which  accounted  for  almost  30%  of  1979 


Telex  revenues — may  not  hurt  so  mucn 
By  the  time  Congress  finishes  rewritinl 
the  Communications  Act  to  allow  WU 
into  the  international  market,  it  wij 
have  a  head  start. 

Meanwhile,  continuing  operations  an 
stable.  Despite  falling  volume,  the  tell 
gram  and  money  order  business — lea 
than  20%  of  revenues — has  remainer 
marginally  profitable,  thanks  to  reorganu 
zation  and  price  increases.  Growth  of  thi 
domestic  record  service,  which  brough 
in  roughly  $275  million  last  year,  is  beini 
held  back  while  the  switch  away  frori 
Bell  lines  continues;  the  company  pra 
diets  renewed  growth  after  1981.  Anl 
steady,  substantial  growth  in  Mailgranj 
traffic  has  offset  some  erosion  in  leasei 
systems  that  resulted  from  full  deprecij| 
ation  of  hardware.  So,  while  not  out 
standing,  last  year's  11.3%  revenu^ 
growth  is  at  least  respectable. 

It  looks  like  the  on-again  off-agaiB 
company  may  be  on  the  move.  The  quea 
tion  is,  "Where  to?"  In  1978,  Wester! 
Union's  peak  earnings  year  to  date,  thil 
company  made  $2.35  a  share  on  re\« 
enues  of  $688  million — up  a  meager  ] 
cent  from  1977's  $2.34  a  share  on  $651 
million  in  revenues.  "The  company  il 
not  likely  to  generate  earnings  abovj 
1978  levels  for  a  couple  of  years,"  sayj 
Steven  Chrust  of  Sanford  C.  Bernstein  a 
Co.  "They  had  a  loss  last  year;  this  yeajl 
they  may  do  $1.50  to  $2  a  share,  and  gel 
up  to  $3  in  1981,  if  they  do  extremelj 
well.  The  stock  was  selling  recently  a] 
25 — that's  about  11  times  1978  earnings 
You're  paying  an  enormously  high  multij 
pie  for  earnings  a  number  of  years  out. "J 

Adds  Edelson:  "So  what's  the  bulW 
ish  story?  Their  biggest  revenul 
producer  is  teletypes,  and  I'm  noi 
sure  that's  a  great  growth  business.  Mail 
gram  is  barely  a  tenth  of  revenues.  Telej 
grams  and  money  orders  are  only  growl 
ing  because  of  price  increases,  and  leased 
systems  are  at  a  standstill.  So  where'l 
the  story?" 

The  story  may  simply  be  in  the  busii 
ness  itself — the  fact  that  telecommunif 
cations  is  likely  to  explode  through  the- 
Eighties  and  Nineties.  That  could  mean  i 
replay  of  the  Sixties,  when  compute^ 
stocks  went  through  the  roof  and  iust 
about  anyone  made  it  who  happened  tq 
be  there.  Glenn  R.  Pafumi,  Merrill 
Lynch's  bull  on  Western  Union,  sums  up( 
his  case  neatly.  "Look,"  he  says,  "you're 
in  a  story  market:  People  want  a  good 
story  and  Western  Union  is  it.  They're  id 
the  right  business:  People  want  telecom^ 
munications  and  there  they  are.  You're 
going  into  a  very  strong  market,  and 
because  of  that  the  company  could  screw 
up  horrendously  and  still  come  up  smell- 
ing like  a  rose." 

Maybe  so.  But  Western  Union  has  had 
a  good  story  for  a  long  time — and  has 
shown  a  singular  ability  to  overcome) 
it. — Stanley  Ginsberg 
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The  duplicators  for  those  who  appreciate 

the  virtues  of  simplicity. 


When  you  push  a  few  buttons  on  a 
Cerox  high-speed  duplicator,  a  miracle 
iccurs. 

A  multitude  of  complicated  jobs  are 
onverted  instantly  into  simple  ones. 

For  example,  you  can  get  a  Xerox 
luplicator  that  copies  on  both  sides  of  a 
fiece  of  paper,  automatically. 

That  reduces,  automatically.  Collates, 
utomatically. 

Feeds  and  cycles  up  to  200  originals, 
utomatically. 


And  even  makes  two-sided  8-1/2"  x  11" 
copies  from  unburst  computer  printouts, 
automatically. 

But  of  all  the  virtues  of  simplicity,  the 
greatest  is  this: 

It  increaseth  productivity. 

Since  Xerox  duplicators  are  so  easy  to 
use,  people  can  spend  more  time  using  them, 
and  less  time  figuring  out  how.  Anyone 
who  can  master  the  technology  of  pushing 
buttons  can  operate  one  of  our  duplicators. 

So  if  you  appreciate  the  virtues  of 


simplicity,  look  into  the  virtues  of  a  Xerox 
9200  or  9400  duplicator. 

We'll  even  arrange  a  simple  demonstra- 
tion at  your  convenience. 

Just  in  case  you  don't  accept  miracles 
on  faith  alone. 

XEROX 


EROX®  92000  and')4<IO  arc  trademark  of  XEROX  CORPORATION. 


The  U.S.  Department  of  Agriculture  wants  to 
rid  cotton  farmers  of  their  worst  enemy  once 
and  for  all.  What  are  the  chances  for  success? 


Millions  for 
boll  weevils? 


By  Tedd  A.  Cohen 


Main  Street  in  Enterprise,  Ala. 
is  no  ordinary  Main  Street, 
U.S.A.  That's  because  smack  in 
the  middle  of  the  street,  downtown, 
stands  a  tall  monument  resembling  De- 
meter,  the  Greek  goddess  of  agriculture, 
surrounded  by  arches  of  bubbling  water. 
High  atop  her  outstretched  arms  rests  an 
enormous  sculpture  of  a  boll  weevil — wry 
tribute  to  that  worst  of  cotton  pests, 
which  forced  the  town  to  give  up  its 
onetime  total  dependence  on  cotton. 
In  real  life  the  boll  weevil  is  a  tiny 


beastie  only  a  quarter  of  an  inch  long.  But 
it  is  endowed  with  a  long  snout  and  a  set 
of  jaws  powerful  enough  to  have  enabled 
it  to  chew  its  way  through  an  estimated 
$12  billion  worth  of  U.S.  cotton  since 
1892,  when  it  first  crossed  the  Mexican 
border  into  southern  Texas.  In  just  30 
years  the  boll  weevil  marched  clear 
across  the  Cotton  Belt  to  Virginia,  cover- 
ing some  600,000  square  miles.  This  re- 
markable progress  is  attributable  both  to 
an  uncanny  ability  to  reproduce  (one  pair 
can  produce  five  generations  or,  theoreti- 
cally, millions  of  offspring  in  a  growing 
season)  and  to  man's  inability — so  far — 


/  SDA's  James  R.  Rrazzel  inspects  a  demonstration  cotton  field  in  Edenton,  N.C. 
The  key  is  getting  at  farmers  who  don't  consider  boll  weevils  a  problem. 


to  come  up  with  a  totally  effective  mean< 
of  control.  Before  the  advent  of  chemica 
insecticides  in  the  1920s,  many  farmers, 
like  those  of  Enterprise  (now  billing  itsell 
as  peanut  capital  of  the  world),  were 
forced  to  grow  other  crops. 

Today,  the  boll  weevil  is  still  a  formi- 
dable foe  of  the  $4  billion  annual  U.S. 
cotton  crop,  costing  farmers  an  estimat- 
ed $250  million  a  year  in  crop  losses  and 
insecticide  costs.  The  lush  cotton  plant, 
which  attracts  more  insects  than  most 
other  plants,  is  also  sprayed  with  more 
insecticides  than  any  other  U.S.  crop-J 
about  60  million  pounds  a  year.  Predict- 
ably, this  saturation  has  also  killed  off  a 
number  of  predators,  with  the  result  thatj 
some  formerly  controllable  insects,  like 
the  bollworm  and  the  tobacco  budwormj 
have  become  major  problems  for  cotton 
farmers.  Although  boll  weevil  damage) 
has  not  in  recent  decades  created  a  majon 
economic  crisis  among  cotton  producers] 
many  scientists  believe  that  if  they  could 
get  rid  of  the  boll  weevil,  the  other  bugs 
could  be  squashed  and  the  cotton  field 
clock  turned  back  88  years. 

That's  just  what  a  group  of  scientist! 
led  by  lames  R.  Brazzel  of  the  U.S.  De 
partment  of  Agriculture,  think  they  ca 
do.  When  adult  boll  weevils  absorb 
chemical  called  dimihn,  their  offspnnj 
do  not  form  an  exoskeleton,  and  thus  die. 
This  chemical  is  used  with  other  insecti 
cides,  sex-scent  traps  and  the  release  ol 
sterile  males  to  divert  female  boll  wee- 
vils. Tests  over  the  last  two  years  ii 
North  Carolina  have  shown  such  good 
success  as  to  convince  Brazzel  that  if  this 
technology  could  be  applied  across  the 
Cotton  Belt,  the  boll  weevil  could  be 
wiped  out  in  nine  years.  The  cost:  S70( 
million — mostly  for  labor — with  Con 
gress,  the  infested  states  and  cotton 
farmers  splitting  the  bill. 

Getting  the  money,  though,  may  non 
be  the  biggest  problem.  "I  don't  buy  anyi 
of  it,"  says  L.D.  Newsom,  Boyd  Professon 
of  Entomology  at  Louisiana  State  Unij 
versity,  "until  they  have  demonstrated! 
more  than  they  have.  They  should  scran 
this  son  of  a  gun  and  let  the  growers  take) 
care  of  it  with  the  technology  available.'] 
Supporting  Newsom  is  a  report  written| 
by  two  Texas  A&Jvl  University  econo- 
mists entitled  "Boll  Weevil  Control) 
Strategies:  Regional  Benefits  and  Costs, '| 
which  concludes  that  cotton  farmers  as  a 
group  would  not  be  helped  by  a  program) 
to  eradicate  the  weevil.  In  part,  it  says:1 
".  .  .  farmers  in  their  role  as  landowners1 
would  not  benefit.  Rather,  landowners 
would  lose  because  land  values  wouldl 
fall." 

Land  values?  Yes,  the  reasoning  is  sim- 
ple, if  not  altogether  convincing.  If  the 
boll  weevil  is  eliminated,  more  cotton 
will  be  grown  and  taken  to  market.  And,i 
as  with  any  commodity  in  overabun- 
dance, the  price  will  drop.  Thus,  higher-i 
yielding  cotton  fields  might  benefit  the 
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GMC  SPEAKS  TO  YOU  ABOUT  PROFIT: 


YOU  COULD  BE  DOLLARS 
AHEAD  WITH  A  DIESEL. 


Right  off  the  bat  we're 
joing  to  tell  you:  A  medium- 
July  GMC  diesel  truck  is  not 
ight  for  every  application.  But 
f  it  happens  to  be  right  for 
ours,  you  may  find  that  it  can 
lelp  save  your  business  more 
me  and  money  than  you  ever 
lought  possible. 


1 


XESELS  CAN  PAY  OFF  YOUR 
NITIAL  INVESTMENT. 

Although  the  time  it  takes 
d  pay  off  the  added  initial 
:ost  of  a  diesel  will  depend 
ipon  your  particular  applica- 
on,  once  you  do,  its  many 
noney-saving  features  are  all 
ours  to  enjoy.  Heavy-duty  diesel 
;onstruction  means  long  life 
<nd  it's  a  fact  that 
fetime  diesel  costs 
ire  less  than  & 
hose 


of  a  comparable  gasoline 
engine. 

•2- 

DIESELS  CAN  HELP  CUT 
FUEL  COSTS. 

Not  only  do  diesels  require 
less  fuel  to  develop  the  same 
horsepower  and  torque  as 
comparably  sized  gasoline 
engines,  they  also  idle  on 
substantially  less. 


YOU'LL  LIKE  OUR  THREE 
NEW  DIESEL  OPTIONS. 

GMC  now  offers  the  Detroit 
Diesel  Allison  "Fuel  Pincher"  and 


the  Caterpillar  3208.  And,  you 
can  order  the  Cummins  VT-225 
(not  available  in  California)  for 
delivery  after  June  1,  1980. 


DIESELS  OFFER  HIGH 
RESALE  VALUE. 

Best  of  all,  when  it  comes 
time  to  sell  your  medium-duty 
diesel,  you'll  probably  be  very 
impressed  with  its  high  resale 
value.  Talk  to  your  GMC  dealer 
about  buying  or  leasing  one 
right  away.  Because  if  it  just  so 
happens  that  a  medium-duty 
diesel  from  GMC  is  right  for 
your  application,  putting  one 
on  the  job  now  could  save  you 
a  lot  of  time  and  money— 
*  V     down  the  road. 


TRUCKS  ARE  WHAT  WE'RE  ALL  ABOUT. 


Turnover 
is  a  costly  drain. 
Plug  it. 


Few  organizations  can  precisely 
measure  the  costs  of  personnel  turn- 
over. The  Dunhill  objective  is  to  reduce 
turnover  replacement  expenses  by 
finding  the  right  people  with  our  highly 
developed  recruiting  techniques. 
Dunhill  Contingency  Search  is  such 
a  technique. 

Contingency  Search  means  we 
charge  a  fee  only  after  we  complete 

Dunhill 

The  National  Personnel  System. 

See  your  telephone  directory  for  the  nearest  Dunhill  office. 


an  assignment  that  results  in  a  new 
hire. 

This  system,  combined  with  our 
National  Exchange  network  of 
candidate-employer  matching,  is 
a  deterrent  to  turnover.  Why  not  put 
us  to  work  to  reduce  turnover. 

We'll  find  the  skilled  $15-50,000 
person  you  need.  Before  more  money 
goes  down  the  drain. 


Raise  Your 
Cash  Flow  By 
As  Much  As  18%. 

There  are  firms  that  are  never  short  of  cash. 
Thrive  when  times  are  hard.  And  have  a  cash 
flow  even  when  money  is  tight. 

They  always  seem  to  earn  18%  or  20%  more 
than  competitors. 

Scratch  beneath  the  surface  and  you  find  they  do  two  things.  They 
don't  pay  cash  for  advertising.  And  they  don't  close-out  excess 
inventory.  They  swap  one  for  the  other.  And  so  can  you. 

INTRODUCING  ADVER-DOLLARS*  Your  ad  agency  won't  tell  you. 
Your  banker  may  not  know  how  it  works.  But  with  Adver-dollars* 
you  can  get  prime  time,  radio,  national  magazines  and  newspapers 
without  paying  cash.  Simply  by  trading  what  you  have  too  much  of 
—  merchandise,  car  leases,  inventory  of  any  kind. 

You  end  up  with  bonafide  merchandising  efforts  that  you  usually 
pay  for  in  dollars.  Only  instead  of  using  money,  you  unload  excess 
inventory. 

Want  to  know  more?  Phone  Dr.  Sidney  Halpern,  and  he'll  tell  you 
in  5  minutes  flat.  How  Adver-dollars*  give  you  an  extra  edge.  And 
still  lets  you  maintain  full  control  of  your  product  distribution 
pattern. 

Adver-dollars*  won't  make  you  rich.  But  they  can  boost  your 
bottom-line  by  18%.  Which  these  days  looks  like  Big  Numbers. 
Promotional  Services  Inc. 
801  Madison  Avenue,  New  York,  N.Y.  10082 
818-788-9850       TWX  710-881-3848. 
"ADVER-DOLLARS— works  just  like  cash.  Just  doesn't  cost  as  much. 
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consumer  but  would  not  necessarily 
mean  higher  profits  for  farmers. 

But  to  35-year-old  Carroll  Bass  ol 
Edenton,  N.C.,  who  works  a  400-acrc 
farm  with  his  family,  more  cotton  woulc 
mean  more  income.  A  participant  in  tht 
North  Carolina  test,  he  says:  "Ten  yean 
ago  I  was  forced  to  stop  growing  cotton 
because  of  the  cost  of  insecticides.  With 
27  acres  [of  cotton]  now  I'm  already  mak- 
ing more  money  than  I  do  growing  corn 
If  I  had  80  acres,  that  would  supply  hall 
my  income."  Another  big  supporter  oj 
eradication  over  the  past  15  years  haq 
been  the  National  Cotton  Council  of 
America,  which  represents  growers,  gin-j 
ners  and  textile  manufacturers,  and 
whose  business  it  is  to  see  that  cottonl 
consumption  increases.  The  key  to  mak 
ing  the  eradication  program  work  is  unit 
ing  the  farmers.  Only  about  9  million  ofj 
the  14.5  million  acres  of  U.S.  cotton  have] 
a  boll  weevil  problem.  Places  like  Aril 


"If  I  thought  we  had  the  tech- 
nology [to  wipe  out  boll  wee- 
vils] I  would  be  in  there  blow- 
ing the  horn  to  get  people  be- 
hind it.  [But]  what's  going  to 
prevent  reinfestation?  Wei 
have  no  guarantee." 


zona  and  California  have  no  problem  beH 
cause  of  the  arid  climate.  Elsewherejl 
many  cotton  farmers  who  rent  their  lanql 
must  scramble  from  year  to  year  to  make 
ends  meet;  even  if  they  wanted  to  do 
something  about  the  boll  weevil,  theyH 
probably  couldn't  come  up  with  th« 
money.  And  many  farmers  who  can  af- 
ford it,  admits  Brazzel,  don't  consider) 
the  boll  weevil  a  problem.  "That's  be| 
cause  they  don't  understand  the  relation-| 
ship  of  the  boll  weevil  to  the  other  pestjj 
problems  they  have,"  he  says. 

Some  scientists  think  growers  would! 
be  better  off  with  another  program  also] 
being  tested  by  USDA,  called  "opti-j 
mum"  pest  management.  Billed  as  a 
four-year  program  with  farmers  eventu-; 
ally  picking  up  most  of  the  cost  (unj 
known  now),  insecticides  are  used  tdj 
suppress  the  boll  weevils  just  before  theyi 
hibernate.  That  opens  the  door  to  fighei 
the  other  cotton  pests. 

One  backer  of  pest  management,  Dale) 
G.  Bottrell  of  the  University  of  Califor- 
nia at  Berkeley,  shakes  his  head  at  eradi- 
cation. "If  I  thought  we  had  the  technol- 
ogy I  would  be  in  there  blowing  the  horn 
to  get  people  behind  it,"  he  says.  "And: 
even  if  we  did,  there's  no  practical  deliv- 
ery system.  What's  going  to  prevent  rein- 
festation? We  have  no  guarantee." 

A  decision  on  eradication  won't  bei 
reached  until  next  year.  But  there's  atj 
least  a  good  chance  that  it  will  be  tried| 
before  the  centennial  of  the  unwelcomel 
1892  invasion  from  Mexico.  ■ 
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NEW  NAME 

A  25-YEAR-OLD 


The  Coastal  Corporation 


We've  been  a  leader  in  the  independent  seg- 
ment of  the  energy  industry  for  some  time. 
You've  known  us  before  as  Coastal  States 
Gas  Corporation.  We  recently  changed  our  name  to 
The  Coastal  Corporation  but  we're  still  the  same  ac- 
tive independent  energy  supply  company  with 
worldwide  operations.  Our  activities  include: 

■  Refining,  marketing  and  transportation  of  oil  and 
its  products; 

■  Natural  gas  transmission  systems; 

■  Exploration  and  development  of  oil,  gas  and 
uranium  properties; 

■  Coal  mining  and  production  of  agricultural 
chemicals. 

Coastal  is  listed  on  the  NYSE.  Our  ticker  symbol  is  CGR 

For  more  information  about  us,  please  contact 
Corporate  Communications. 


The  Coastal  Corporation 

1980- Our  25th  Year 


Coastal  Tower    Nine  Greenway  Plaza    Houston,  Texas  77046 


Congress  abolished  the  gold  clauses  in  bonds  in  1933,  but  bondhold] 
ers  don't  give  up  easily — if  there's  a  prospect  for  a  real  pot  of  gold. 


Turning  paper 
into  gold 


Robert  Ellison  with  a  Canadian  Pacific  bond  payable  in  gold 
Forever,  it  turns  out,  is  a  very  long  time. 


By  Michael  Kolbenschlag 

Few  people  noticed  earlier  thl 
month  when  the  99-year  3*; 
bonds  issued  in  1881  by  Louisvill 
&  Nashville  Railroad  (now  a  subsidiary  d 
Seaboard  Coast  Line  Industries)  finallj 
matured.  The  little  $2  million  issue  hac 
long  been  forgotten  by  Wall  Street — bil 
not  by  37-year-old  Seattle  stockbroka 
Robert  Ellison.  Regretting  that  anotha 
bond  that  promised  to  pay  its  holders  ii 
gold  had  gone  off  the  market,  Ellisol 
nodded  thoughtfully  as  he  penciled 
heavy  line  through  a  list  now  reduced  tc 
28  names. 

Back  in  the  1930s,  Ellison's  list  of  coll 
porate  bonds  that  offer  the  holder  paw 
ment  of  interest  and  principal  in  golf 
coin  would  have  been  much  longer;  th< 
bonds  listed  would  have  been  worth  a| 
least  $150  billion.  Today  only  28  sue! 
bonds  are  left,  with  a  face  value  of  abotil 
$1  billion.  But  that's  at  the  old  $20  gold 
price.  At  recent  gold  prices,  that  $1  bill 
lion  in  bonds  is  worth  at  least  $30  bill 
lion — assuming  the  issuing  corporation^ 
had  to  honor  the  gold  clauses  they  havi] 
long  since  repudiated. 

Last  year  Ellison  set  about  organizing 
an  eclectic  group  of  hard-money  invest 
tors  to  try  and  cash  in  on  the  old  gold) 
clause  bonds  before  they  all  pass  the  wil 
of  the  Louisville  &  Nashville  issue.  Thd 
directors  of  his  Gold  Bondholders  Proteql 
tive  Council,  Inc.  include  hard-monei 
economist  Norbert  Einstein,  first  cousin 
of  Albert;  John  Exter,  retired  Citibank 
senior  vice  president  and  director  of  id 
ternational  operations;  John  Roosevelt) 
son  of  Franklin  Roosevelt  (who  was  re-tl 
sponsible  for  doing  away  with  gold 
clauses  in  the  first  place);  and  conserve 
tive  Arizona  Senator  Barry  Goldwater. 

Under  Ellison's  tutelage,  council  meml 
bers  have  invested  some  $5  million  in] 
these  low-coupon  bonds  that,  ever  since 
Congress  in  1933  abolished  the  gold 
clauses  and  substituted  payment  in  papei 
money,  have  been  gathering  dust  in  bro- 
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kerages,  safe  deposit  boxes  and  attics. 
Without  the  gold  clause,  the  bonds  (is- 
sued mainly  by  railroads  but  also  by  oth- 
er corporations  as  well  as  by  states  and 
municipalities  during  the  late  1800s  and 
early  1900s)  have  attracted  little  atten- 
tion from  today's  bond  investor,  who 
demands  a  high-interest-rate  coupon. 

But  Ellison  and  his  council  aren't 
dumb.  Because  these  bonds  aren't  in  de- 
mand, they've  purchased  them  at  deep 
discounts,  assuring  themselves  of  good 
yield  in  any  case  and  a  bonanza  if  the 
gold  clauses  can  be  made  valid.  Next 
month  the  council  will  take  the  first  step 
in  that  fight  in  launching  a  class-action 
suit  in  state  superior  court  in  Alaska  to 
force  bond  issuers  to  honor  their  old  gold 
clauses. 

"The  fundamental  contention  we'll  be 
making  is  that  people  bought  gold  bonds 
in  good  faith  based  on  the  promises  of 
the  issuers,  and  those  promises  have 
been  dishonored,"  says  Stephen  DeLisio, 
an  attorney  for  Merdes,  Schaible,  Staley 
&  DeLisio,  the  Anchorage  attorneys 
who  will  represent  the  Bondholders 
Council.  "In  the  1930s  there  was  a  finan- 
cial emergency  and  the  holding  of  gold 
was  outlawed.  But  today  that  emergency 
is  over,  Americans  are  allowed  to  hold 
gold,  and  gold  clauses  are  legal  once 
more.  The  corporations  must  live  up  to 
their  promises." 

DeLisio  won't  reveal  the  target  of  the 
suit,  but  it  will  undoubtedly  be  one  of  the 
big  U.S.  railroads  that  often  issued  gold- 
backed  bonds  around  the  turn  of  the  cen- 


tury. It  will  not  be  the  first  such  case 
since  gold  holding  was  legalized  in  1973. 
In  1976  a  suit  was  brought  in  Little  Rock, 
Ark.  against  Southern  Pacific  Railroad  to 
force  SP  to  honor  the  gold  clause  in  its 
$60  million  Oregon  Line  bonds  issued  in 
1927.  Southern  Pacific  won  that  case, 
and  in  1978  the  Supreme  Court  declined 
to  consider  an'appeal. 

The  legal  story  has  been  much  the 
same  in  the  handful  of  other  lower  court 
tests  of  the  old  gold  clauses.  DeLisio, 
however,  believes  gaining  venue  in  "pro- 
gold"  Alaska  will  make  a  difference.  He 
adds:  "The  Eighth  Circuit  in  Arkansas  is 
not  known  for  its  daring  decisions.  It 
ducked  the  issues." 

Herbert  Waterman,  Southern  Pacific's 
vice  president  and  general  counsel, 
passes  off  these  attacks  as  mere  nui- 
sances: "Hope  springs  eternal  in  the  hu- 
man breast,"  he  says  with  a  casual  laugh. 
"Anybody  can  file  a  lawsuit.  But  as  we 
see  it,  we're  not  required  to  pay  in  gold 
because  those  clauses  have  been  invali- 
dated by  an  act  of  Congress  in  1933." 

Ellison  contends,  however,  that  not  all 
issuers  of  gold-backed  bonds  feel  this  se- 
cure. Last  November,  while  attending  a 
conference  in  New  Orleans,  he  got  a  tele- 
phone call  firing  him  from  his  job  as  a 
broker  for  Bache  Halsey  Stuart  Shields  in 
Seattle.  "One  of  the  companies  that  has 
clause  obligations  outstanding  is  a  mil- 
lion-dollar-a-year  customer  of  Bache's 
corporate  syndication  department,"  he 
says,  shifting  uncomfortably  at  the  recol- 
lection.  "They  told  Bache  they  couldn't 


continue  as  a  client  if  one  of  the  Bach 
salesmen  was  attempting  to  sue  them, 
was  given  an  ultimatum:  Resign  fron 
the  Gold  Council  or  be  fired." 

One  Wall  Street  specialist  in  railroa 
bonds  confirms  Ellison's  story  and  add 
that,  following  the  Arkansas  test  o 
Southern  Pacific,  at  least  one  major  rail 
road  management  was  worried  enougl 
to  start  buying  in  its  outstanding  gold 
backed  bonds.  While  the  company  coul( 
have  been  merely  following  the  commoi 
practice  of  buying  in  deep-discoun 
bonds  to  dress  up  earnings  or  meet  sin 
ing  fund  obligations,  it  was  also  not 
that  the  railroad  had  ignored  these  bon 
for  years.  That  buy-back  also  triggeri 
other  Wall  Street  rumors  that  some  co: 
porations  with  maturing  gold-backe 
bonds  were  making  special  out-of-cou: 
settlements  to  get  bondholders  to  tend 
their  bonds  without  raising  the  gol 
clause  issue. 

"Ellison  has  opened  up  a  can 
worms,"  says  the  Wall  Street  dealei 
"This  is  going  to  be  one  helluva  couil 
case."  The  next  gold-backed  issue  to  ma 
ture  is  an  SP  issue  that  comes  due  il 
1981.  Indeed,  the  turn-of-the-centuri 
practice  of  issuing  100-year  bonds  virtii 
ally  guarantees  that  U.S.  railroads  will  ba 
contending  with  the  gold  clause  issufl 
until  the  year  2047,  when  the  last  U.af 
gold-backed  bond  matures. 

After  that  there  will  be  only  one  left:  a 
4%  Canadian  Pacific  bond  that  the  raifl 
road  unfortunately  promised  to  pay  off  in 
gold  forever. 


The  older  brother  was  a  smashing  success.  His  younger  brother  did  al\ 
the  right  things  in  at  least  roughly  comparable  lines  of  work,  but . . . 


Everything  went  wrong 
for  Edgar  Cullman 


By  Stanley  Ginsberg 


Edgar  M.  Cullman,  62,  of  Culbro 
Corp.,  is  the  younger  brother  of 
Joseph  F.  Cullman  3rd,  who  made 
an  enormously  successful  marketer  out 
of  Philip  Morris,  Inc.  The  two  are  a  study 
in  contrasts.  Where  Joe  Cullman  has 
been  a  brilliant  success  in  business-build- 
ing, Edgar  Cullman  has  had  little  but  bad 


luck  in  his  almost  20  years  of  running 
Culbro,  formerly  General  Cigar  Co.,  Inc. 
Culbro 's  stock  sold  as  high  as  79  in  1964 
and  now  languishes  at  around  8V2.  On 
estimated  sales  of  $450  million  last  year 
Culbro  ended  up  in  the  red  for  the  second 
year  running. 

For  years,  Edgar  Cullman  was  associat- 
ed with  Cullman  Brothers,  which  man- 
aged his  family's  money,  and  Blooming- 


dale  Properties,  Inc.  which  looked  after 
his  department  store  heiress  wife's  fam- 
ily's holdings.  Thus,  until  he  was  in  his 
early  40s,  Cullman  was  essentially  ani 
investor  who  had  scant  experience  deal- 
ing with  people  and  with  day-to-day! 
businesses.  It  might  have  been  better  fori 
all  concerned  had  he  continued  in  thatl 
capacity  instead  of  trying  to  emulate  hisl 
famous  brother. 
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ro  Chairman  and  CEO  Edgar  Cullman 
ng  walk,  down  Tobacco  Road.  


Lillman  is  quick  to  admit  that  his 
t  recent  debacle — the  acquisition 
distress  resale  of  Culbro's  Bachman 
iidiary — was  "a  disaster,  bad  man- 
nent  on  our  part."  It's  hard  to  imag- 
that  Cullman  doesn't  feel  a  pang  of 
ething  like  envy  when  he  thinks  of 
t  might  have  been  and  then  looks  at 
jver  $8  billion  tobacco,  beer  and  soft- 
ie giant  his  brother  helped  create.  Is 
resentful  of  his  brother's  success? 
t  in  the  least,"  he  insists.  "I'm  de- 
:ed  with  it.  Besides,  I  had  more  fun." 
in?  Eight  years  after  his  brother 
ed  on  Philip  Morris  from  his  base  at 
»n  &  Hedges,  Edgar  Cullman  made 
)wn  entry  into  the  tobacco  business. 
?62,  using  family  money,  he  bought 
;ontrolling  interest  in  General  Cigar, 
odestly  successful  manufacturer  of 
and  medium-priced  cigars  like 
te  Owl  and  Wm.  Penn.  Despite  a 
ining  market,  these  established 
ds  had  helped  the  company  rack  up 
)  sales  of  $63.3  million  and  earnings 
L6  million,  or  $1.88  a  share. 
:  first  Cullman's  timing  looked  bril- 
:.  The  1964  Surgeon  General's  Re- 
,  which  publicized  the  link  between 
rette  smoking  and  cancer,  drove  mil- 
>  of  smokers  to  cigars.  General's  in- 
action of  the  plastic-tipped  Tiparillo 
ered  a  substantial  share  of  this  new 
ket.  But  luck  was  against  Edgar  Cull- 
.  Smokers  switched  back  to  ciga- 
:s,  and  by  1968  Culbro  found  itself 


with  far  more  capacity  than  it  needed — 
and  lots  of  bills. 

In  the  meantime,  however,  Cullman 
embarked  on  an  ambitious  expansion 
program.  In  March  1964  Cullman  made 
his  first  move  toward  diversification.  It 
cost  him  $4.5  million  to  acquire  Metro- 
politan Tobacco  Co.,  Inc.,  a  wholesaler  of 
tobacco  and  candy  products  to  news- 
stands and  corner  cigar  stores  in  the  lu- 
crative New  York  City  market.  Again,  it 
seemed  a  master  stroke.  General  Cigar's 
total  sales  surged  from  $70.4  million  in 
1963  to  $193  million  in  1964.  In  1970 
Metropolitan  accounted  for  62%  of  Gen- 
eral's $265.3  million  in  sales  and  about 
30%  of  its  $3.55  per  share  net  income. 
However,  the  doubling  of  New  York  ciga- 
rette taxes  by  1968  had  opened  the  flood- 
gates for  big-time  cigarette  bootlegging. 
By  1978  distribution  revenues  of  $216 
million,  most  of  it  Metropolitan's,  pro- 
duced a  $  1 20,000  loss — even  after  reflect- 
ing profitable  operations  in  New  Jersey 
and  Denver.  Bad  luck?  Or  bad  judgment? 
In  any  case,  it  was  a  bad  deal. 

So  much  for  distribution.  Cullman's 
second  major  diversification  was  into 
proprietary  drugs — specifically  Ex-Lax, 
Inc.,  the  venerable  laxative  maker.  Man- 
ufactured in  a  dilapidated  building  not  far 
from  the  Brooklyn  docks,  Ex-Lax  was 
indeed  "the  world's  largest-selling  laxa- 
tive" in  the  1930s  and  1940s  when  it 
only  cost  a  few  pennies;  by  the  late 
1960s,  only  price  increases  kept  sales  up 


in  the  face  of  steady  volume  erosion. 
Undaunted,  he  went  to  the  banks  for 
$31.5  million  in  overprime  short-term 
money  to  finance  this  questionable  ac- 
quisition. One  of  his  first  acts  as  new 
owner  was  to  sell  off  the  one  Ex-Lax 
property  with  growth  potential,  the 
Roycemore  feminine  hygiene  products 
division.  Then  he  moved  Ex-Lax  to  Puer- 
to Rico  to  take  advantage  of  the  20-year 
federal  tax  exemption  for  businesses  that 
relocated  there,  an  easy  way  to  boost 
profits  from  sluggish  sales.  Ex-Lax  be- 
came a  moneymaker  for  Culbro,  but  it 
had  little  growth  in  it. 

Cullman  found  the  growth  industry  he 
was  presumably  looking  for  when  he 
happened  upon  Bachman  Foods,  Inc.,  a 
salted-snack-foods  subsidiary  of  Helme 
Products,  Inc.,  whose  other  businesses 
were  chewing  and  pipe  tobaccos  and 
snuff.  His  initial  offer  was  immediately 
rejected  by  Helme's  board  of  directors, 
but  that  seemed  only  to  whet  his  ardor. 
He  renewed  his  suit  and  two  years  later 
Helme  capitulated  by  accepting  Cull- 
man's offer  of  $26  million,  mostly  cash. 
Cullman  was  now  in  the  snack-foods 
business.  The  next  year  Cullman  mod- 
estly commemorated  his  nascent  con- 
glomerate by  changing  its  name  from  the 
prosaic  General  Cigar  Co.  to  the  trendier 
Culbro  Corp. 

Bachman,  although  profitable,  was — 
like  most  makers  of  fragile  pretzels  and 
potato  chips — only  a  regional  operation, 
confined  to  Pennsylvania  and  parts  of 
the  Northeast.  Culiman  wanted  it  to  be 
national,  like  Frito-Lay,  Inc.  So  the  deci- 
sion was  made  to  take  Bachman  prod- 
ucts away  from  wholesalers  and  copy 
Frito-Lay's  system  of  company-em- 
ployed route  salesmen.  At  the  same 
time,  the  Bachman  name  was  substitut- 
ed for  most  of  the  company's  highly  suc- 
cessful, well-established  local  brand 
names.  Customers  stayed  away  by  the 
millions,  and  retailers  finally  threw  up 
their  hands  in  frustration  with  a  distribu- 
tion system  that  just  didn't  work.  While 
the  salted-snack-foods  market  grew  by 
20%  between  1977  and  1979,  Bachman's 
share  plummeted.  From  profitability  in 
1977,  Bachman  booked  a  $9  million  loss 
on  $80.6  million  in  1978;  1979  losses 
may  have  been  higher — Cullman's  not 
saying.  Two  months  ago  Cullman  an- 
nounced that  Bachman  had  been  sold  for 
a  price  "substantially  below  book  value." 

Culbro's  salvation  may  be  its  6,000 
acres  of  agricultural  land,  mostly  in  cen- 
tral Connecticut,  which  are  carried  on 
the  books  at  their  purchase  price  value  of 
close  to  $1,000  an  acre.  As  industrial  or 
residential  real  estate,  it  could  be  worth 
20  times  that.  It  enables  Cullman  to 
sound  a  bit  like  Voltaire's  eternal  opti- 
mist, Pangloss,  who  sat  amid  the  ruins  of 
his  career  and  talked  about  the  best  of  all 
possible  worlds.  'We  have,"  Cullman 
says,  "great  hopes  for  the  future."  ■ 
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Most  business  people  can  understand  a  General  Motors  financit 
report,  but  even  with  a  doctorate  in  accounting  its  hard  to  make  sensi 
of  municipal  accounting.  Is  Chicago  really  more  complex  than  GM? 


You  can't  fight  city  hall — 
if  you  can't  understand  it 


Numbers  Game 


People  have  known  for  several  years 
that  Chrysler  was  in  deep  trouble,  even 
though  its  cash  ran  out  only  recently. 
Credit  this  timely  forewarning  to  proper, 
generally  accepted  accounting  principles. 
But  when  cities  get  into  fi- 
nancial trouble,  few  citizens 
know  about  it  until  the  day 
the  interest  can't  be  met  or 
the  teachers  paid. 

Shoddy,  misleading  ac- 
counting has  not  been  the 
cause  of  our  cities'  problems 
but  it  has  prevented  us  from 
finding  solutions.  Or  even 
looking  for  solutions  until 
it's  too  late.  Chicago's 
schools,  for  example,  sudden- 
ly found  themselves  unable 
to  pay  their  teachers.  Had 
the  books  been  kept  like  any 
decent  corporation's,  that 
could  never  have  happened. 

The  most  basic  difference 
is  in  the  common  use  of  cash 
accounting  rather  than  the 
accrual  method  that  nearly 
all  businesses  use.  With  cash 
accounting,  only  money  ac- 
tually disbursed  counts  as  ex- 
penses, and  only  money  actu- 
ally received  counts  as  in- 
come. Thus  a  city's  only 
pension  "cost"  would  be  the 
money  actually  paid  out  to 
retired  employees;  there  is 
no  need  to  show  reserves  for  future  pay- 
ments to  present  employees.  There  is  no 
provision  for  depreciation.  A  new  school 
building,  for  example,  is  expensed  at  the 
time  it  is  built;  but  no  reserves  are  set 
aside  to  replace  it  when  it  wears  out. 
Obligations  incurred,  but  not  yet  paid 
for,  goods  and  services  delivered  but  un- 
paid, do  not  count  as  expenditures  on  the 
books.  How  much  dirt  can  be  swept  un- 
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der  the  rug  with  cash-basis  accounting! 

If  the  cities  knew  their  true  financial 
status,  they  could  be  much  more  realistic 
in  their  decisions  and  planning.  Once  a 
concession  is  made  to  a  union,  it  can 
rarely  be  gotten  back.  But  if  you  know 
that  five  years  out  you  simply  won't  be 
able  to  pay  for  that  concession — that's 
where  the  line  will  be  drawn. 


Simply,  there  are  two  basic  flaws  in 
many  city  and  state  accounting  systems: 
First,  there  is  the  problem  of  cash-basis 
accounting,  which  obviously  doesn't  al- 
low any  financial  planning.  The  cash  ba- 
sis is  the  system  that  most  individuals 
use,  but  just  imagine  running  the  State  of 
Illinois'  books  on  the  same  basis  as  your 
checkbook. 

Second,  states  and  municipalities  keep 


their  books  on  the  fund  basis,  dividi 
operations  into  hundreds  of  large  ar 
tiny  funds — one  for  the  sanitation  syd 
tem,  one  for  a  school  district,  one  for  tr 
golf  course.  While  this  allows  a  fine  ur 
derstanding  of  a  city's  tiniest  units, 
doesn't  permit  a  thorough  understandir 
of  the  whole  city.  Amazingly,  the  func 
are  usually  not  consolidated. 

So  it's  not  surprising  whe 
a  city  like  Cleveland  sudder 
ly  lurches  and  crumbles.  Th 
city  was  spending  more  tha 
it  was  taking  in  and  nobod 
could  tell. 

Before  saying,  "I'm 
right,  lack,  I  don't  live  11 
New  York  or  Chicago,"  con 
sider  this:  When  Ernst  & 
Whinney,  a  big-eight  ao 
counting  firm,  did  a  study  o 
100  randomly  chosen  citiesj 
it  found  that  "most  municii 
pal  finance  reports  do  noj 
provide  the  complete  or  cled 
statement  of  a  city's  finan! 
cial  health  needed  by  inves 
tors,  taxpayers  and  eveil 
[fnghteninglyj  governmen|| 
officials." 

And  when  they  do  get 
"complete   or   clear  state 
ment,"  they  often  go  into 
state  of  shock. 

•  In  Boston  last  year,  th 
first  professional  audit  id 
that  city's  history  forced  4| 
$74  million  writeoff  of  un 
paid  property  taxes.  Thd 
city — which  never  had 
chance  of  getting  that  money — had  ea 
gerly  counted  it  as  income  years  ago 
There  are  predictions  of  further  fiscal 
ruin  in  1980. 

•  Pittsburgh's  pension  plan  has  grown 
so  inflated  that — were  the  city's  book 
kept  on  the  same  fully  funded  basis  a 
corporate  pensions — the  plan's  annua 
cost  would  be  almost  a  fifth  of  the  city 
budget. 
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One  of  our  customers 
asked  us  to  make 
75  money  transfers  by  1:30. 


This  is 


One  of 
corporate  customers 
had  a  big  problem  dealing 
with  small  amounts  of  time  .They 
raced  to  read  money  transfers  to  us  over  the  phone , 
right  before  their  transfer  deadline.  Even  at  its 
fastest,  this  method  wasn't  fast  enough.  So  they 
asked  us  todevelop  a  quicker  way  to  beat  the  clock. 

Our  Custom  Cash  Management  team  wound 
up  with  a  unique  solution— they  used  our  Cash 
Connector  to  let  the  customer's  com- 
puter speak  directly  to  ours.  The  result 
was  a  system  with  inhuman  speed  and  ac- 
curacy. In  only  3  minutes,  the  computers 


make  hundreds 
transfers,  without  a 
single  error. 
For  a  custom  look  at  your  cash 
management  problems,  contact  Bankers  Trust. 
Because  if  your  problems  aren't  exactly  like  every- 
|->  i      body  else's,  your 

L/UStOm  V^aSn    banker  shouldn't 

Management  be  either 

BankersTrust 
Company 

Member  FDIC  ©  Bankers  Trust  Company 


Numbers  Game 


•  Many  municipalities  that  end  their 
fiscal  years  on  June  30  keep  the  books 
open  through  July  su  that  incoming  cash 
can  be  juggled  back  and  forth.  Computers 
are  programmed  to  have  an  unlimited 
number  of  June  days.  "I've  seen  June  the 
40th!"  exclaimed  one  municipal  ac- 
counting expert. 

If  there  is  a  subject  well  suited  to  put- 
ting most  of  us  into  a  deep  sleep,  it  is 
governmental  accounting.  In  a  phrase, 
Who  cares?  People  did  care  when  the  13 
original  states  couldn't  service  the  debt 
they  incurred  to  help  the  Continental 
Congress  pay  for  the  Revolution,  but  that 
crisis  passed  into  history.  So  did  a  couple 
of  others,  every  50  years  or  so,  but  be- 
tween crises  nobody  paid  much  atten- 
tion. But  now  we're  being  forced  to  pay 
attention  again — by  a  combination  of 
the  so-called  urban  crisis  and  the  chal- 
lenge mounted  by  the  Proposition  13 
mentality. 

James  Hogan,  head  of  Coopers  &  Ly- 
brand's  government  services  group,  is  a 
kind  of  guru  of  governmental  accounting. 
Listen  to  what  he  has  to  say:  "You  know 
the  Proposition  13  mentality  that  is 
sweeping  this  country  is  very  real  out 
there.  The  little  guy  on  the  street  who 
can't  read  financial  statements  drives 
down  the  street  and  hits  a  chuckhole  and 
his  front  end  is  thrown  out  of  alignment. 
He  thinks  about  the  goddamn  taxes  he's 
paying." 

City  and  state  employees  have  perhaps 
the  best  reason  to  be  upset — even  frantic. 
Their  pensions  may  be  in  jeopardy.  The 
greatest  single  shortcoming  in  municipal 
accounting  is  in  the  area  of  pension 
funds.  When  Coopers  &  Lybrand  studied 
the  50  largest  U.S.  cities  they  found  that 
76%  of  the  annual  statements  didn't  dis- 
close an  actuarially  computed  value  of 
unfunded  vested  pension  liabilities. 
More  alarming,  the  firm  estimated  that 
about  a  quarter  of  the  cities  had  never 
even  figured  out  those  numbers. 

Take  Houston,  for  example.  Its  pen- 
sion accounting  is  better  than  many.  Yet 
even  it  discloses  figures  well  over  two 
years  old.  Kathryn  J.  Whitmire,  the  city's 
33-year-old  comptroller,  admits,  "We  are 
tremendously  in  the  hole  on  not  provid- 
ing adequate  funds  for  future  pension 
costs  that  we  really  should  be  setting 
aside.  For  the  time  being  our  rating  is 
triple-A.  But  if  something  isn't  done,  the 
rating  agencies  will  take  a  dim  view." 
That's  Houston.  In  the  prospering,  grow- 
ing Sunbelt.  Things  are  even  worse  in  the 
aging  northeastern  cities. 

Buried  pension  obligations  are  only  the 
most  obvious  part  of  the  problem.  Com- 
plex, almost  impenetrable  reports  often 
contain  a  great  deal  of  wrong  and  mis- 
leading information.  Even  worse  are  the 


omissions.  An  outrageous  example  is  the 
report  issued  in  1977,  detailing  the  finan- 
cial status  of  Cleveland's  Division  of 
Light  and  Power  for  four  fiscal  years 
from  1970  to  1974.  The  summary  seems 
perfectly  clear.  Total  receipts  for  the  four 
years:  $54.7  million.  Total  disburse- 
ments: $57  million.  A  $2.3  million  defi- 
cit, right? 

But  flip  to  the  back  of  the  60-page 
report,  to  the  supplement.  Surprise!  A 
total  deficit  of  $12.9  million — for  five 
calendar  years — is  shown. 

How  are  the  two  numbers  reconciled? 
They're  not.  What's  more,  the  state  ex- 
aminer in  charge  at  the  time  of  this 
report  was  fired  after  Cleveland's  late 
1978  default.  Newspaper  reports  of  his 
removal  intimated  that  he  was  responsi- 
ble for  much  of  Cleveland's  accounting 
morass.  But  he  claims  he  is  merely  the 
scapegoat  and  has  sued  a  number  of  state 
and  local  officeholders,  claiming  that 
Cleveland's  default  was  the  act  of  "men 


Shoddy,  misleading  account- 
ing has  not  been  the  cause  of 
our  cities'  problems,  but  it  has 
kept  us  from  finding  solu- 
tions. Or  even  from  looking  for 
solutions.  Chicago's  schools, 
for  example,  suddenly  were 
unable  to  pay  their  teachers. 


willfully  violating  the  law  with  the  pur- 
pose of  misleading  the  public  and  hiding 
gross  illegalities." 

There  do  exist  accounting  guidelines — 
compiled  by  the  Municipal  Finance  Offi- 
cers Association  (MFOA).  These  rules 
are  a  solid  first  step  to  cleaning  up  the 
books — in  fact,  they  are  often  considered 
"generally  accepted  accounting  princi- 
ples" (GAAP)  for  cities — but  in  many 
ways  they  are  still  inadequate  in  com- 
parison with  simple  corporate  account- 
ing. For  one  thing,  depreciation  is  not 
considered  an  annual  expense.  In  addi- 
tion, while  MFOA  guidelines  do  require 
municipalities  to  group  all  their  tiny 
funds  into  eight  categories,  the  cities  are 
told  not  to  come  up  with  one  single  con- 
solidated statement.  That  would  be  like 
Gulf  &  Western  putting  out  an  annual 
report  which  lumped  its  subsidiaries  into 
eight  categories — entertainment,  com- 
modities, etc. — but  never  showed  a  bot- 
tom line  for  the  firm. 

In  addition,  interfund  transfers  are  com- 
mon, which  makes  it  difficult  to  trace  a 
city's  problems.  Large  sums  of  money  can 
disappear  into  a  sort  of  accounting  black 
hole  called  the  general  fund. 

Under  MFOA  guidelines,  some  of 
these  funds  are  accounted  for  by  the  so- 
called  "modified  accrual"  basis  of  ac- 
counting, a  bastardized  combination  of 
the  cash  and  full-accrual  systems.  Under 
modified  accrual,  for  example,  interest 


expense  on  long-term  bonds  is  rec 
nized  only  when  the  checks  are  writte 
The  fact  is,  this  system  leaves  room  for 
lot  of  confusion. 

Why  not  require  states  and  municipa 
ities  to  convert  their  books  to  corpora 
generally  accepted  accounting  principli 
like  General  Motors  and  other  comp 
nies  use?  The  city  of  Portland,  Ore.  h, 
been  using  a  corporate  system  without 
hitch  for  three  years. 

In  fact,  Portland  issues  two  reports: 
thick  256-page  volume  which  compli 
with  MFOA  doctrine  and  a  thin  14-pag< 
that  follows  corporate  GAAP. 

Unfortunately,  beautiful  books  lik 
Portland's  are  still  pipe  dreams  for  moi 
municipalities.  The  inherent  difference 
between  governments  and  companie 
can  make  the  transition  to  corporat 
GAAP  complicated  and  difficult. 

The  American  Institute  of  Certifie 
Public  Accountants  (AICPA)  is  worki 
on  a  massive  survey  of  8,000  comptro 
lers,  accountants  and  analysts  to  get  n 
sponses  to  a  Portland-like  system,  b 
any  action  resulting  from  the  study 
probably  far  in  the  future.  The  first  ste 
most  accountants  and  government  off 
cials  agree,  is  to  get  everybody  togeth 
on  MFOA  rules.  At  least  that  would  pr 
vide  a  solid— if  flawed — starting  plai 
and   comparability   between  differe: 
communities. 

Many  cities'  books  are  kept  in  a  fash 
ion  more  appropriate  for  a  secondhan 
bookstore.  Ragged  cardboard  boxes  fille 
with  fraying  records.  Unprocessed  infoi 
mation  four  years  old.  Unnumbered  pay 
checks.  When  Coopers  &.  Lybrand  wen 
to  audit  Boston  in  1977,  its  accountant 
were  stunned  at  the  confusion.  For  ex 
ample,  bank  accounts  that  the  auditor 
discovered  were  not  even  shown  on  th 
city's  books.  The  auditors  were  forced  t< 
work  many  18-hour  days  for  almost  tw< 
years  to  get  through  the  mess. 

What's  wrong?  Inertia  in  part.  A  "wh( 
cares?"  attitude  in  part.  In  part  shee 
stupidity.  Coopers  &  Lybrand's  Hogan 
"Frankly,  the  financial  managers 
many  local  units  of  government  an( 
many  states  aren't  all  the  brightest  kin( 
of  people  in  the  world.  They  aren't  moti 
vated  to  be  very  daring." 

There  have  been  some  courageou 
souls  who  have  been  cleaning  up  th< 
books.  Maryland,  for  example,  has  Ion 
been  a  paradigm  of  fiscal  efficiency  in 
spite  of  a  succession  of  indicted  gover 
nors.  The  state's  comptroller,  a  southern 
charmer  named  Louis  Goldstein,  h 
been  in  office  for  some  21  years,  durinj 
which  time  the  state's  finances  have 
been  solid  as  a  rock.  Taking  this  a  step! 
further,  Maryland  has  become  the  first 
state  to  go  entirely  to  MFOA  standardsi 
with  an  audit  by  an  outside  firm.  New 
York,  on  the  other  hand,  has  a  $2  billionl 
deficit,  hidden  until  late  1978,  when  th 
state  began  to  experiment  with  MFOA 
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Why  the  Directoru  of  U.S.  Banking  Executives 
may  be  the  most  important  book  you  can  own 


Published  by  Amer- 
ican Banker,  the 
country  s  only  daily 
banking  newspaper, 
the  Directory  of  U.S. 
Banking  Executives  is 
indispensable  for 
bankers  and  people 
who  deal  with  bank 
ing  executives. 


The  only  compre- 
hensive guide  to  the 
major  figures  in 
American  banking 
today.  With  more  than 
13,000  informative 
biographical  profiles 
of  leading  bankers  all 
over  the  country. 


This  handsomely 
bound  book  has  more 
than  1100,  8V2"  x  11" 
pages.  With  alpha- 
betically arranged 
biographical  profiles 
and  a  useful  bank 
index  by  state.  All  in 
easy-to-read  type. 


Dealing  with  bankers  is  an 
important  part  of  your  job.  So  the 
more  familiar  you  are  with  lead- 
ing banking  executives,  the  more 
you'll  accomplish  for  your  bank 
or  firm— and  for  your  career. 

That's  the  idea  behind  Ameri- 
can Banker's  Directory  of  U.S. 
Banking  Executives.  As  the  only 
comprehensive  guide  to  the  bank- 
ing community,  the  Directory  can 
introduce  you  to  the  country's  most 
influential  bankers  and  provide 
the  background  information  you 
need  to  deal  more  effectively  with 
them.  Plus  it  will  help  you 
remember  important  facts  about 
leading  bankers  you've  met  at 
conventions  and  other  meetings. 

Devoted  exclusively  to  mem- 
bers of  the  banking  profession, 
this  unique  directory  contains 


informative  biographical  profiles 
on  leading  U.S.  bankers.  With 
useful  facts  you  won't  find  in  any 
other  single  volume. 

The  Directory  of  U.S.  Banking 
Executives  is  an  indispensable 
reference  book  for  bankers  and 
anyone  who  deals  with  banking 
executives.  So  we're  offering  you 
the  first  edition  with  our  money- 
back  guarantee.  If  you're  not 
completely  satisfied  with  the 
Directory,  return  your  copy  within 
.30  days  for  a  full  refund.  Reserve 
your  copy  today! 

Now  available  at  a  prepublica- 
tion  discount !  Take  advantage  of 
this  special  offer— order  your  copy 
of  the  Directory  of  U.S.  Banking 
Executives  now  and  get  20  percent 
off  the  publisher's  price.  Send  for 
your  copy  today! 


American  danker 

Directory  of  U.S.  Banking  Executives 
525  West  42nd  Street 
New  York,  New  York  10036 
(212)  563-1900  Ext.  830 


Here's  a  unique  book 
that  will  quickly 
become  an  important 
part  of  every  financial 
reference  library.  And 
here's  your  chance  to 
reserve  your  copy  of 
the  first  edition  now! 


Detach  here  and  mail  today! 


To:  American  Banker 
Directory  of  U.S. 
Banking  Executives 
525  West  42nd  Street 
Mew  York,  new  York  10O36 


YES!  I  want  to  reserve  a  copy  of  this  useful 
reference  book  at  this  money-saving  prepubli- 
cation  pnee.  Send  me  copies  of  the  Direc- 
tory of  U.S.  Banking  Executives  at  $72  each,  plus 
postage  and  handling — a  20  percent  savings 
over  the  publisher's  price.  I  understand  that  if 
I'm  not  completely  satisfied,  1  may  return  the 
book  within  30  days  and  receive  a  full  refund* 

□  Check  enclosed.      □  Bill  me. 
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SIGNATURE. 
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Numbers  Game 


bookkeeping.  This  in  spite  of  the  highly 
publicized  watchdogging  of  former 
Comptroller  Arthur  Levitt,  who  presided 
over  the  state's  books  for  more  than  20 
years  under  both  Republican  and  Demo- 
cratic governors  until  his  retirement  in 
January  1979. 

New  York's  ambitious  new  comptrol- 
ler, Edward  V.  Regan,  speaks  bluntly 
about  the  state's  need  for  better  controls: 
"There  was  no  accountability.  The 
books  were  so  loose  and  kept  in  such  an 
undisciplined  manner  that  governors  and 
legislators  could  not  be  held  responsible 
for  their  actions." 

Regan  claims  he  is  setting  things  to 
right  by  moving  to  MFOA  guidelines. 
"Now,  if  some  governor  in  the  future 
wanted  to  go  on  another  spending  spree, 
the  books  wouldn't  aid  and  abet  that  as 
they  did  in  the  past."  But  Regan  con- 
cedes that  the  clearer  picture  of  New 
York  State's  finances  may  hurt  the  state: 
"While  the  financial  community  says  we 
want  and  need  full  disclosure,  it  hasn't 
always  reacted  in  a  positive  way  to  that 
full  disclosure." 

Sharing  blame  with  the  politicians  are 
the  investment  houses  which  wax  rich 
on  the  steady  billions  in  state  and  mu- 
nicipal bonds  that  come  to  market  every 


month.  The  underwriters  have  not  been 
good  watchdogs  for  compliance  with  ac- 
counting standards.  Why  should  they? 
Once  they've  sold  an  issue,  they've  made 
their  money.  Assuming  that  the  num- 
bers disclosed  haven't  been  fraudulent 
(an  underwriter  can  be  held  accountable 
for  false  numbers),  what  is  there  to  lose? 
Reputation,  some  might  answer.  But 
who  remembers  the  name  of  the  under- 
writer for  Cleveland's  bonds? 


What's  wrong?  In  part,  sheer 
stupidity.  Coopers  &  Ly- 
brand's  Hogan:  'The  financial 
managers  of  many  local  units 
of  government  arent  all  the 
brightest  hind  of  people  in  the 
world.  They  arent  motivated 
to  be  very  daring." 


The  larger  underwriters  like  Citibank, 
Merrill  Lynch  or  Goldman,  Sachs  are 
careful  about  bidding  on  a  dubious  propo- 
sition; but  there  are  many  underwriters 
who  still  take  anything.  Said  the  vice 
president  of  one  large  East  Coast  under- 
writing bank,  "For  years  we  wouldn't 
make  bids  on  issues  from  municipalities 
in  Connecticut  because  there  was  almost 
no  disclosure.  And  we  would  call  and  ask 
for  more  information  and  they  would 
say,  'We  don't  need  you.  We've  got  plen- 


ty of  underwriters  who  don't  dema 
that  information.'  " 

The   rating   agencies,  Moody's 
Standard  &  Poor's,  could  get  compliar 
simply  by  demanding  it.  Unfortunate 
neither  firm  particularly  cares  whetl 
anyone  goes  to  a  standardized  system  i 
accounting.  Oh,  it  might  be  nice,  tr 
agree,  but  not  necessary.  This  attitude  I 
the  rating  services  is  transparently  set 
serving.  Moody's  and  S&P's  have  a  rq 
ings  monopoly  to  protect.  After  all, 
everybody  could  easily  understand  mi 
nicipalities'   books — then   who  woulj 
need  the  raters? 

The  professional  raters  defend  their ; 
titude,  of  course.  Says  Moody's  Senid 
Vice  President  Freda  Ackerman:  "Thej 
are  so  many  diverse  kinds  of  units 
government  that  it  would  not  be  feasib| 
to  set  out  specific  requirements  to 
applied  across  the  board.  You  can't  asl 
small  school  district  in  Iowa  to  ked 
their  books  in  the  same  way  we're 
quiring  New  York  City  to."  But  PetJ 
Rousmaniere,  an  urban  consultant  ar 
vice  president  of  the  Council  on  Munic 
pal  Performance,  disagrees  sharply  wi^ 
Ackerman.  Says  he:  "Accounting  is  tl 
kind  of  thing  that  it  makes  no  sense 
to  have  national.  There's  no  different 
between  a  city  on  the  East  Coast  anc 
city  on  the  West  Coast.  It's  like  in  tlj 
19th  century,  when  they  had  differed 
times  in  different  places.  And  there  we 
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Fibic  Corporation 

A  company  organized  by  The  First  Boston  Corporation 
and  Century  Capital  Associates  has  purchased  all  of  the  assets  of 

Congoleum  Corporation 


The  undersigned  arranged  the  purchase  and  acted 
as  financial  advisor  to  Fibic  Corporation. 


The  First  Boston  Corporation 


AEP 
Seeking  OK  Of 
New  Energy  Plan 

American  Electric  Power  System  officials  announced 
today  that  they  will  seek  regulatory  approval  for  a  new 
conservation  program  which  they  say  could  reduce 
residential  electric  bills  and  lessen  the  need  for  new 
power-generating  capacity. 

All  seven  AEP  System  companies,  including  Appala- 
chian Power  Co.,  will  be  seeking  approval  of  the  program 
by  state  public  service  commissions  in  the  coming  weeks, 
officials  said. 

The  program  involves  the  use  of  electric-thermal-stor- 
age warm  air  furnaces  and  water  heaters.  Such  equipment 
would  use  electricity  only  at  night,  from  11  p.m.  to  7  a.m. 
It  would  store  heat  which  would  be  gradually  used 
throughout  the  day. 

AEP  companies  plan  to  ask  for  special  time-of-day 
rates— making  electricity  cheaper  at  night— to  encourage 
the  use  of  such  equipment.  For  the  consumer,  it  would 
mean  cheaper  electric  bills,  AEP  officials  say.  For  the 
utility,  it  would  mean  improved  operating  costs  and  a 
postponement  of  the  need  to  build  new  facilities,  they 
said. 

The  initial  cost  of  an  ETS  furnaces  and  water  heater 
combinations  is  "substantially  higher"  than  conventional 
equipment,  AEP  officials  said.  But  operating  costs  would 
be  lower,  and  would  eventually  make  up  for  the  higher  in- 
itial r^f"  '-tc'-n\ u is  said. 


Charleston,  W.  Va.  Daily  Mail 
Dec.  4, 1979 
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We  re  also  Appalachian  Power,* 
Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power 
and  Wheeling  Electric.  * 

American  Electric  Power 


HOW  TO  DRIVE  A  DEAL  IN  LE  HAVRE. 
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DIAL  DIRECT 

You're  really  in  the  driver's  seat 
when  you  do  business  by  phone. 
You  can  shift  gears  as  needed, 
negotiate  all  the  curves  with  ease. 
If  your  area  has  International 
Dialing,  there's  no  speed  limit. 
For  Le  Havre,  just  dial: 

INTERNATIONAL  COUNTRY  CITY 
ACCESS  CODE  CODE  CODE 

Oil  +  33  +  35+  LOCAL  NUMBER 

A  3-minute  call  you  dial  yourself 
costs  you  $6.00,  so  you're 
ahead  right  away.  Save  the  handy 
codes  for  your  next  call. 
ALMOST  DIRECT 
No  International  Dialing  in  your 
area?  You  can  still  go  full  throttle. 
Just  tell  the  Operator  the  country, 
city  name  and  local  number 
you  want,  and  you're  practically 


there!  On  Station  calls  not 
requiring  special  operator  assist- 
ance, you  get  the  same  low  rate 
as  dialing  direct. 

P.S.  Nearly  everyone  can 
dial  direct  to  most  telephones  in 
Canada,  the  Caribbean,  Alaska, 
Hawaii  and  parts  of  Mexico— just 
as  you  dial  direct  to  cities  inside 
the  continental  U.S. 

(§)  Bell  System 


lumbers  Game 


ably  some  guys  who  said,  'It's  very 
>rtant  for  us  to  have  this  time  15 
ites  ahead  in  Omaha,  because  that's 
vay  we  do  business.'  But  when  the 
iads  came  in,  they  said,  'Screw  'em. 
^body  on  the  same  time!'  " 
a  convincing,  though  unintentional, 
nent  for  standardized  accounting, 
lecurities  &  Exchange  Commission 
77  slapped  Moody's  and  Standard  & 
's  wrists  over  the  single-A  ratings 
gave  to  New  York  City  securities 
e  that  city's  fiscal  crisis  erupted, 
agencies  failed  to  "recognize  a  re- 
sibility  to  make  diligent  inquiry 
in  the  face  of  adverse  facts  which 
:  to  their  attention,"  the  SEC  report 
"[and]  failed  to  make  timely  adjust- 
:s  to  their  assigned  ratings  of  the 

securities,  to  the  detriment  of 
r  and  widespread  public  investors." 
ere  have  been  two  bills  before  Con- 
that  would  have  mandated  the  SEC 
gulate  and  standardize  municipal 
itate  accounting.  Both  died.  Now  a 
bill  is  being  argued  that  would  es- 
>h  a  body  to  study  the  proper  means 
mdardization  for  states  and  cities. 

weak  bill.  Nevertheless,  it  faces 
g  resistance — and  from  an  unlikely 
:  the  AICPA  and  the  MFOA.  Nei- 


ther group  wants  to  see  Uncle  Sam  pok- 
ing his  nose  into  what  they  consider 
their  province.  The  name  of  the  game  is 
self-preservation. 

As  is  usual  in  our  society  when  abuses 
or  negligence  occurs,  the  politicians  offer 
to  step  in.  The  municipal  accounting 
mess  is  no  exception.  For  example,  Con- 
gress has  already — somewhat  ineffectu- 
ally— tried  to  tie  revenue-sharing  to  the 
auditing  of  cities'  books. 


"Government  isn't  in  the  busi- 
ness of  making  a  profit.  We're 
educating  people.  We're  help- 
ing people  on  welfare.  .  .  .  But 
if  you  dont  know  what  these 
services  are  really  costing, 
you  cant  very  well  run  them 
efficiently,  can  you?" 


Happily,  the  specter  of  federal  inter- 
vention is  so  frightening  that  some 
states  and  cities  have  begun  to  clean  up 
their  books  on  their  own.  Trouble  is, 
there  is  a  lack  of  agreement  on  some  of 
the  basic  issues.  For  example,  should  an 
outside  auditor  be  called  in' to  certify  the 
government's  books?  Maryland's  Gold- 
stein says  yes.  "The  auditor's  signature 
means  credibility  for  us.  There's  an  old 
saying  in  the  law  that  nobody  but  a  fool 
has  himself  for  a  client." 


But  New  York's  Regan  argues  against 
the  need  for  outside  auditors:  "We  don't 
need  one.  I'm  not  suggesting  that  inde- 
pendent auditors'  standards  waver,  but 
nonetheless  they  do  report  to  the  client.  I 
don't  have  to  worry  about  being  hired 
next  year  or  pleasing  a  client.  I  report 
directly  to  the  people,  and  it's  that  inde- 
pendence that  I  think  is  more  secure." 

On  one  thing,  though,  Goldstein  and 
Regan  do  agree:  that  an  informed  citi- 
zenry and  responsible  government  both 
require  clear  and  understandable  ac- 
counting— not  as  a  cure-all  for  local  ills 
but  as  a  starting  point  for  tackling  those 
ills.  Goldstein:  "Government  isn't  in  the 
business  of  making  a  profit.  We're  edu- 
cating people.  We're  helping  people  on 
welfare.  We've  got  people  in  prison.  But 
if  you  don't  know  what  these  services 
are  really  costing,  you  can't  very  well  run 
them  efficiently,  can  you?" 

Regan:  "No  set  of  books  is  going  to 
change  the  fact  that  Cleveland  has  cer- 
tain locational  disadvantages.  Or  the  fact 
that  the  milling  industries  are  leaving 
New  England  towns.  No  set  of  books  will 
change  the  fact  that  20  years  ago  poor 
people  migrated  to  northeastern  cities. 

"But  if  you're  going  to  learn  to  exist  in 
a  leveling  or  shrinking  resource  environ- 
ment, then  you'd  better  know  what 
you're  spending  and  what's  coming  in. 
You  need  to  know  that  to  match  them 
up." — Richard  Greet le 


That's  a  Butler  building?' 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
Offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet.  they  also  give  you  all 
,the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397.  BMA  Tower, 
Kansas  Citv.  Mo.  64141. 


^BUTLER^ 

,  —  Jl 


riME's  Answer  Bank  has  some  interesting 
lew  facts  about  today's  automotive  market. 


TIME's  Answer  Bank  is  the  largest  single 
source  of  vital  marketing  information  in  the 
magazine  industry.  There's  nothing  else  like  it. 

The  long  list  of  reports  and  data  available 
from  the  Answer  Bank  can  give  you  new 
insights  into  exactly  who  buys  certain  models, 
how  much  money  they  have  to  spend  and  in 
what  markets  and  neighborhoods  they  are 
concentrated.  And  a  lot  more. 

Even  if  you're  an  automotive  marketer 
with  your  own  extensive  data,  specialized  stud- 
ies available  from  the  Answer  Bank  might  help 
you  further  define  your  sales  potential  and 
refine  your  market  thrust. 

And  what  if  you  happen  not  to  be  an 
automotive  marketer?  TIME's  Answer  Bank 
can  give  you  the  same  kind  of  information 
assistance  whatever  your  field— financial,  alco- 
holic beverages,  travel,  you  name  it.  The 
research  people  we  use  are  the  finest  in  the 
field.  Our  samples  are  fastidiously  drawn.  And. 
besides  our  array  of  market  studies,  we  pro- 
vide an  abundance  of  "real  world"  data,  such 
as  Census  and  Bureau  of  Labor  Statistics  infor- 
mation. We'll  also  provide  in-depth  analysis  of 
syndicated  research. 

The  adjacent  box  contains  an  example  of 
the  kinds  of  data  we  can  provide  automotive 
marketers  (and  others  with  similar  distribution 
patterns  and  customer  profiles).  If  any  is  of 
interest  to  you  or  if  you  have  any  other  inqui- 
ries, write  on  your  letterhead  to  Seth  Bidwell, 
Director  of  Marketing  Services,  TIME,  Time/ 
Life  Building,  Rockefeller  Center,  New  York, 
N.Y.  10020. 


Some  of  our  recent  reports. 


The  Affluentials. 

A  Monroe  Mendelsohn 
analysis  of  the  economic 
clout  of  America's  fastest- 
growing,  most  important 
market  based  on  the  9  mil- 
lion adults  who  live  in 
$40,000+  households. 

Tough  TIME  Marketing 
for  the  '80s. 

Some  guidelines  for  locat- 
ing consumers  in  our 
evaporating  markets  of 
today.  It  looks  at  the 
American  people  in  terms 
of  occupation,  income  and 
wealth,  utilizing  various 
government  sources,  as 
well  as  interviews  with 
bankers  and  a  special  proj- 
ect prepared  for  TIME  by 
R.  L.  Polk.  Ask  for  PR 
1345. 

First  Buyer  Studies. 

An  analysis  of  buyer 
demographics,  purchase 
influence,  dealer  attitudes, 
post-purchase  evaluation 
conducted  among  new  car 
owners.  1978-1979  stud- 
ies: Concord  (RR2093), 
Horizon  (RR  2094),  Omni 
(RR  2095),  Fiat  Brava  (RR 
2121),  Mazda  RX-7  (RR 

2148)  ,  BMW  320i(RR 

2149)  ,  Subaru  (RR  2150), 
and  Subaru  Brat  (RR 
2152). 

Profile  of  the 
Profitable  Guest. 

A  study  of  guests  staying  at 
Best  Western,  LaQuinta, 
Marriott  and  Western 
International  chains. 


The  Market  for  Recrea- 
tional Vehicles. 

A  ZIP  Code  analysis  of 
TIME's  readers'  interests  in 
recreational  vehicles— by 
quintile  within  the  top  100 
markets,  by  state  and  by 
each  of  the  top  100 
SMSAs. 

Owners  of  Luxury  Cars. 

A  ZIP  Marketing  analysis 
of  owners  of  Cadillacs  and 
Lincolns  in  the  100  largest 
U.S.  metropolitan  areas 
combined,  and  in  New 
York,  Los  Angeles,  Chi- 
cago, and  Boston  sepa- 
rately. Ask  for  RR  2055. 

1979  Car-Renter  Study. 

A  survey  of  recent  custom- 
ers of  4  major  car-rental 
companies  by  demog- 
raphy (RR  21 70) and  by 
ZIP  Code  quintiles  within 
the  top  one  hundred  mar- 
kets (RR  2171 ). 

U.S.  Government 
Consumer  Expenditure 
Survey. 

The  most  comprehensive 
source  of  information  on 
family  income,  expendi- 
tures and  changes  in  assets 
and  liabilities  available  in 
the  U.S. 

The  Quiet  Revolution. 

An  analysis  segmenting 
the  working-woman  mar- 
ket, revealing  dramatic  dif- 
ferences between  groups 
in  terms  of  demographic 
profiles  and  lifestyle  pat- 
terns. 


THE  ANSWER  B 

The  marketing  information  service  of  TIME 
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Faces 

Behind  The  Figures 


Edited  by  Robert  J.  Flaherty 


With  love  from  Scrooge 

It  isn't  often  that  a  new  chief  executive 
at  Commonwealth  Edison,  the  big  Chi- 
cago electric  company,  gets  a  welcoming 
gift  from  a  regulatory  agency,  and  least  of 
all  from  that  regulatory  Scrooge,  the  Illi- 
nois Commerce  Commission.  But  that's 
what  James  J.  O'Connor,  42,  Edison's 
new  CEO,  got  last  month  in  the  form  of  a 
14.4%  rate  increase  that  will  yield  $390 
million  in  added  annual  revenues — the 
largest  dollar  increase  ever  authorized  for 
a  public  utility  in  Illinois  history. 

It  came  just  in  the  nick  of  time.  In  the 
wake  of  a  42%  earnings  decline  in  the 
fourth  quarter,  the  stock  ended  last  year 
off  22.5%;  and  while  it  has  since  recov- 
ered a  bit,  it  still  sold  recently  at  72%  of 
book  value,  well  below  most  utilities.  On 
the  debt  side,  Moody's  twice  last  year  cut 
the  company's  bond  rating,  from  AAA 
down  to  A.  When  the  Illinois  Commerce 
Commission  granted  only  a  1.6%  inter- 
im rate  hike  last  year — apparently  be- 
cause of  an  internal  commission  bun- 
gle— Edison  was  effectively  frozen  out  of 
the  bond  market,  forcing  it  to  halt  con- 
struction on  its  $1.9  billion  Braidwood 
nuclear  station. 

Edison,  the  U.S.'  third-largest  utility 
and  its  biggest  supplier  of  nuclear-gener- 
ated electricity  (Forbes,  Apr  30,  1979), 
now  has  six  nuclear  units  under  con- 


O'Connor  of  Commonwealth  Edison 


From  regulators,  help  for  a  change. 


struction  at  three  locations.  The  antici- 
pated six-month  construction  delay  on 
the  Braidwood  station  alone  will  boost 
its  scheduled  cost  by  some  $70  million 
because  of  inflation  and  higher  carrying 
charges,  and  will  delay  its  going  into 
service  by  over  a  year. 

The  main  thing  the  rate  increase  will 
do  is  to  make'viable  the  company's  $2.3 
billion  construction  program  through 
1981,  most  of  which  will  have  to  be 
financed  outside.  Without  it,  says 
O'Connor,  "it  would  have  been  very  dif- 
ficult to  proceed,  and  it  would  have 
threatened  the  future  of  electric  power  in 
northern  Illinois."  Even  with  this  hike 
Edison  will  soon  be  back  seeking  another 
increase  of  an  estimated  $300  million  for 
1981;  it  must  be  done  well  in  advance 
because  the  commission  may  take  up  to 
1 1  months  to  decide. 

O'Connor,  a  hometown  boy,  came  to 
Edison  in  1963  with  a  brand-new  law 
degree  from  Georgetown  University  plus 
a  Harvard  M.B.A.  Starting  as  assistant  to 
the  chairman  of  the  executive  commit- 
tee, he  moved  steadily  through  the  ranks 
to  become  president  in  1977.  Though 
soft-spoken  and  even-tempered,  he  is 
nonetheless  hard-driving:  One  colleague 
calls  him  "a  perpetual  motion  machine." 

Of  course,  O'Connor  isn't  the  only  Ed- 
ison wheel  delighted  at  the  rate  increase: 
There's  also  retiring  Chairman  Thomas 
G.  Ayers,  65,  who  went  to  work  for  the 
company  about  the  time  O'Connor  was 
bom.  Ayers  was  able  to  retire  with  a  sigh 
of  relief. — Bob  Tamarkin 


Downwardly  Mobil? 

Herbert  Schmertz,  Mobil  Corp.'s  highly 
visible  and  vocal  public  relations  boss, 
became  news  himself  in  November 
when  he  temporarily  defected  from  his 
post  as  vice  president  of  public  affairs 
and  a  director  of  Mobil  Corp.  to  coordi- 
nate the  advertising  campaign  of  big  oil's 
most  visible  and  vocal  critic,  presidential 
hopeful  Senator  Edward  M.  Kennedy. 

Now  Schmertz  is  back  at  Mobil  and  he 
is  in  trouble  with  some  Mobil  directors, 
but  not  because  of  his  labors  for  Kenne- 
dy. Schmertz  and  Mobil  acquisitions  ex- 
pert, Vice  President  and  Director  Larry 
Woods  are  the  coauthors  of  Takeover,  a 
novel  about  big  business  and  occasional- 
ly bizarre  sex  whose  book  jacket  prom- 
ises to  "lead  us  behind  the  locked  doors 
of  the  boardrooms  .  .  .  with  the  special 
knowledge  that  only  true  insiders  can 
provide  .  .  .  about  what  really  happens  in 
big  business." 

"The  book  is  totally  foreign  to  my 
personal  experience,"  protests  one  Mobil 
director  who  has  read  it.  Takeover  is  the 
story  of  the  competition  between  Execu- 
tive Vice  President  Norman  Larson,  a 
hard-driving  marketing  man  with  a  weak- 
ness for  prostitutes,  whose  divisions  ac- 
count for  all  of  the  parent  company's 


Sd^mertz  of  Mobil 

Literary  critics  everywhere,  even  ot 
the  board  of  directors. 


internal  growth,  and  Executive  Vice  Presi 
dent  Carlton  Hughes,  a  devious  smoothi 
who  hopes  to  steal  the  presidency  o 
Northeastern  Industrial  Products  froi 
Larson  by  engineering  a  takeover  of  equal 
ly  large  Williamson  Industries. 

Some  hip  readers  will  be  tempted  q 
think  the  takeover  target  and  its  boan 
are  patterned  after  the  Irvine  Trus 
which  Mobil  went  after  and  lost.  Carltol 
Hughes  gets  the  idea  for  the  takeove 
from  the  lovely  and  wealthy  Carolin 
Lefevre,  who  is  a  major  stockholder  ii 
Williamson  Industries  in  addition  to  be 
ing  Hughes'  mistress. 

During  the  tender  fight,  Hughes  i 
driven  to  tapping  into  the  U.S.  Treasun 
computer  to  raise  the  needed  funds  ti 
buy  stock  in  the  target  company.  Hil 
other  weapons  include  sex,  bribery  am 
general  duplicity.  He  gets  a  big  assist 
from  a  wily,  resourceful  public  relation) 
man  who  beds  a  Fortune  researchei 
teaches  her  how  to  write  attention-get 
ting  articles,  then  uses  her  to  plant  pui 
pieces  to  help  the  tender  along.  In  thi 
end — such  are  the  wages  of  upwardh 
mobile  sin  in  big  business,  as  the  author 
have  it — Hughes  wins  the  tender  and  :h» 
top  spot  in  the  company. 

Schmertz  says  his  book  has  no  rela 
tionship  to  Mobil.  "The  book  is  an  inter 
esting  story  about  some  people  who  en 
gage  in  a  caper,"  he  says.  "You  would  bi 
inaccurate  to  extrapolate  any  of  it."  Nev 
ertheless,  some  Mobil  directors  fear  tha 
is  just  what  will  happen.  "I  don't  care  t« 
have  Mobil  identified  with  this  book,' 
said  one  outside  director  who  insisted  oi 
anonymity.  "The  treatment  of  women  r 
demeaning.  I  am  surprised  they  did  no 
use  a  pseudonym." 

In  a  company  long  known  for  its  dedi 
cation  to  staying  out  of  harm's  way  a 
much  as  possible,  Schmertz,  49,  a  labo: 
lawyer  from  Yonkers,  N.Y,  has  been  ; 
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ating  anomaly.  Forswearing  the 
rofile,  he  has  tried  to  reshape  Mo- 
rtage through  soft-sell  sponsorship 
\terpiece  Theater  on  public  TV  and 
>n  advocacy  in  space  Mobil  has 
t  in  newspapers  and  magazines, 
letworks  refuse  to  sell  him  time.) 
s  even  been  mentioned  as  a  possi- 
:cessor  to  President  William  P.  Ta- 
eas,  60,  or  Chairman  Rawleigh 
r  Jr.,  59.  Now,  says  one  Washing- 
:ecutive  familiar  with  the  novel, 
robably  committed  corporate  sui- 
— Carol  E.  Curtis 


Run  it  yourself 

a  decade  on  the  shelf,  corporate 
ts  are  back  in  style.  Nowhere  has 
ncept  worked  better  than  at  Color 
qc,  the  Ft.  Worth,  Tex.-headquar- 
:hain  of  do-it-yourself  stores.  Color 
ras  spun  off  from  Tandycrafts  in 
-which  itself  had  been  spun  off 
Tandy  Corp.  four  years  earlier, 
shareholders  got  one  share  of  Tan- 
ts  for  every  two  shares  of  Tandy, 
me  share  of  Color  Tile  (then  9Vi 
;cently  at  24%  over-the-counter) 
sry  share  of  Tandycrafts.  Which 
that  John  A.  Wilson,  Color  Tile's 
haired  chairman,  president  and 
vho  took  home  close  to  $1  million 
ary  and  bonuses  last  year,  now 
itock  in  all  three  companies  worth 
$4  million  on  paper. 
»on,  a  former  shop  teacher  at  New 
o  Highlands  University,  went  to 
or  Tandy  in  1951  and  took  charge 


of  Color  Tile 


ession-proqf  as  wails. 


of  Color  Tile,  then  $2  million  in  sales, 
when  the  late  Charles  Tandy  bought  it  in 
1968.  In  its  fiscal  year  ending  last  June, 
Color  Tile  hit  $153  million  in  sales  and 
nearly  $11  million  in  net  income,  and 
Wilson  believes  its  home  improvement 
business  will  do  well  in  inflation  or  reces- 
sion: When  home  prices  and  interest 
rates  are  high,  he  says,  people  fix  up 
existing  homes  rather  than  buy  new 
ones.  When  unemployment  increases,  he 
adds,  those  out  of  work  tend  to  spend 
more  time  puttering  about  the  house.  "If 
there  is  such  a  thing  as  a  recession-proof 
business,"  he  says,  "we  think  we  have  as 
near  to  it  as  you  can  get.  In  the  recession 
of  1974,  Color  Tile  sales  were  up  45%  in 
July,  August  and  September,  and  in  that 
same  period  of  calendar  ^1979,  it  was 
more  than  that." 

So  Wilson  is  expanding  in  the  teeth  of 
whatever  happens.  He  opened  63  stores 
last  year  and  will  open  another  70  to  75 
this  year,  which  will  bring  the  total  to 
around  440.  Each  store  is  located,  not  in 
a  shopping  mall,  but  near  one,  so  when  a 
customer  walks  in,  the  chances  are  good 
he  knows  what  he  wants  and  has  made  a 
special  trip  to  get  it. 

"We're  strictly  specialists,"  says  Wil- 
son. "We  don't  try  to  be  all  things  to  all 
people."  Almost  all  Color  Tile's  products 
are  floor  and  wall  tiles,  and  60%  is  pri- 
vate label,  "which  makes  comparison 
shopping  a  little  difficult."  The  folksy 
Wilson  has  a  clear  idea  of  his  customers, 
whom  he  calls  "Mr.  and  Mrs.  Amer- 
ica"— between  29  and  45,  on  average, 
with  an  eight-year-old  house. 

What  happens  if  he's  wrong  about  Col- 
or Tile's  ability  to  withstand  recession? 
Wilson's  eyes  narrow.  "If  I'm  wrong, 
then  the  whole  economy  has  to  col- 
lapse," he  says.  "I  cannot  believe  the 
time  is  ever  going  to  come  when  Mr.  and 
Mrs.  America  are  going  to  let  their 
homes  go  to  pot."—  TeddA  Cohen 


Bad  business 

"Antibusiness?  That's  your  term,  not 
mine,"  says  22-year-old  Jonathan  Ratner, 
editor  of  the  new  monthly  magazine  Mul- 
tinational Monitor.  Judge  for  yourself: 
"The  multinational  operates  across  na- 
tional boundaries  and  has  not  been  mon- 
itored in  a  systematic  way,"  says  Ratner. 
The  new  publication,  which  aims  at 
"raising  consciousness,"  has  among  its 
backers  Ralph  Nader,  who  set  the  tone  in 
the  first  issue  by  writing:  "The  imbal- 
ance of  both  power  and  information  in 
favor  of  domestic  corporations  over  con- 
sumers and  workers  is  widely  acknowl- 
edged. A  far  greater  imbalance  prevails  in 
favor  of  international  companies  able  to 
escape  national  laws,  to  judge  transfer 
prices,  to  concentrate  wealth,  to  corrupt 
politicians,  to  export  jobs  and  pollution, 
and  to  manage  dozens  of  other  types  of 
manipulations  or  evasions  that  diminish 


Ratner  of  Multinational  Monitor 
"Raising  consciousness" 


or  destroy  accountability  to  the  people 
they  adversely  affect." 

It's  hard  for  private  business  to  win  in 
Multinational  Monitor.  The  first  item  in 
issue  1,  for  example,  criticizes  compa- 
nies for  showing  "little  interest  in  adopt- 
ing capital-intensive  processes."  A  few 
pages  later  there  is  an  attack  on  mainland 
businesses  in  Puerto  Rico — because  in- 
vestments are  too  capital  intensive  and 
don't  use  enough  cheap  labor.  Expropri- 
ation of  a  U.S. -controlled  corporation  in 
Quebec  is  an  "effective  strategy  to  pro- 
mote the  government's  policy  of  pros- 
perity through  economic  nationalism." 

The  magazine,  priced  at  $1.75  an  is- 
sue, is  headquartered,  ironically,  at  the 
Carnegie  Institution  of  Washington, 
founded  by  the  great  steel  baron.  The 
initial  circulation  is  10,000,  but  most  of 
those  are  sent  out  free  now.  Ratner,  who 
studied  development  economics  at  Har- 
vard and  worked  on  the  Harvard  Crim- 
son, wants  articles  from  the  business 
world,  too,  and  promises  some  in  the 
future.  "We'd  like  to  make  the  multina- 
tional corporation  a  more  salient  nation- 
al issue,"  the  fiery  young  editor  con- 
cludes.— Jerry  Flint 


Smiles  at  last 

George  L.  Shinn,  56,  has  a  long,  square- 
jawed  face  well  suited  to  the  serious, 
even  solemn  demeanor  one  expects  from 
the  chairman  and  CEO  of  a  venerable 
investment  banking  house  like  First  Bos- 
ton Corp.  Just  as  well;  until  recently, 
Shinn  has  had  to  pull  a  stiff  upper  lip  on 
some  pretty  disappointing  figures. 

Shinn  came  aboard  in  May  of  1975 
from  the  presidency  of  Merrill  Lynch, 
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where  he  was  numher  two  man.  He  was 
to  add  new  blood  and  professional  man- 
agement to  old-line  First  Boston.  But 
after  the  company's  peak  year  in  1976 
($5.55  a  share),  earnings  fell  apart,  sink- 
ing to  $  1 .03  in  1 977  and  a  really  pitiful  3 1 
cents  in  1978.  The  rumors  went  out  that 
First  Boston,  like  many  a  well-known 
Wall  Street  name  before  it,  was  available. 

The  year  1978  was  a  particularly  bitter 
pill  for  Shinn.  The  capstone  of  his  plan 
was  a  cross-investment  with  what  is 
now  called  Credit  Suisse  First  Boston 
Corp.  (an  arm  of  the  big  Swiss  bank). 
Credit  Suisse  brought  a  little  extra  equity 
and  a  lot  of  instant  global  reach,  but  the 
deal  killed  the  earnings  that  year.  "Our 
investment  was  expressed  in  Swiss 
francs,"  he  says,  "and  the  drastic  decline 
in  the  dollar  late  that  year  produced  an 
enormous  writeoff  for  us.  We  simply 
weren't  protected  against  a  fluctuation 
like  that." 

But  beneath  this  disappointing  sur- 
face, things  were  starting  to  come  to- 
gether for  First  Boston.  Last  year  the 
firm  jumped  from  fifth  place  to  third  in 
the  underwriting  sweepstakes  by  at  least 
one  measure,  pulling  solidly  in  front  of 
rivals  Goldman,  Sachs  and  Morgan  Stan- 
ley, if  still  behind  giants  Merrill  Lynch 
and  Salomon  Bros.  Better  yet,  in  profits 
First  Boston  had  its  second-best  year 
ever,  after  that  1976  peak. 

"Last  year,"  explains  Shinn,  "we  an- 


ticipated a  poor  underwriting  calendar,  a 
relatively  strong  equities  market  and  a 
weak  bond  market."  Putting  its  money 
where  its  opinions  were,  First  Boston 
was  actually  short  in  bonds  when  much 
of  the  rest  of  the  Street  was  long.  Result: 
The  fourth  quarter,  with  Paul  Volcker's 
Saturday  Night  Massacre  that  staggered 
the  rest  of  Wall  Street,  was  First  Boston's 
best  quarter  in  1979. 

"Now  we  expect  long-term  interest 
rates  to  move  even  higher,  short-term 
rates  to  move  irregularly  and  perhaps 
higher — and  we  still  consider  the  equi- 
ties markets  deeply  undervalued. 
Volcker's  actions  are  right,  but  things  are 
pretty  far  out  of  control;  he  can't  control 
inflation  alone.  We  also  need  smaller 
deficits  and  coherent  energy  policy.  So 
far,  1980  is  off  to  a  very  good  start  for 
us,"  says  a  highly  gratified  Shinn. 

The  future  according  to  First  Boston? 
It's  a  world  where  more  equity  will  be 
floated;  long-term  debt  will  decline  in 
importance;  and  intermediate-term 
debt,  floating  interest  rates  and  convert- 
ible securities  will  become  ever  more 
dominant  investment  forms — in  short, 
what  Shinn  calls  "a  difficult  environ- 
ment." That's  the  whole  point  of  what 
he  has  tried  to  do:  Fit  First  Boston  to 
survive  in  a  hostile  world.  Looks  like 
he's  succeeding. — Humid  Seneker 

Who  converted  whom? 

Back  in  early  1977,  when  the  Carter  Ad- 
ministration was  squeaky  clean  and  full 
of  promises,  Bruce  K.  MacLaury,  a  trim, 
graying  veteran  of  the  Nixon  Treasury 
took  the  reins  of  the  staunchly  Demo- 
cratic Brookings  Institution.  Painfully 
aware  of  Brookings'  reputation  as  the 


Shinn  of  First  Boston 

The  company  is  no  longer  available . 


MacLaury  of  Brookings  Institution 


The  making  of  a  Republicrat? 

last  bastion  of  Great  Society  liberal  q 
nomics,  MacLaury  pledged  to  "elimini 
the  public  perception  of  Brookings  ai 
Democratic  proxy." 

Has  he  succeeded?  "Well,  there's  b< 
a  substantial  turnover — largely  becai 
many  of  the  senior  people  joined  l 
Carter  Administration,"  MacLaury,  1 
says.  "And  we've  recognized  the  r< 
that  business  plays  in  the  formation 
public  policy  by  having  business  rep 
sentation  on  the  board  of  trusted 
Which  is,  after  all,  only  fitting  if  li 
Brookings  you've  become  increasinj 
dependent  on  corporate  funding  to  ma 
ends  meet. 

So  it  came  as  something  of  a  shq 
when  MacLaury  said  last  month  that 
economic  program  emphasizing  wi 
and  price  controls  is  the  only  thing  tl 
can  save  the  U.S.  from  a  deep  and  seric 
depression — pure  Teddy  Kennei 
"Against  the  background  of  wage-pn 
rigidity,"  MacLaury  explained,  "the  si 
ply-side  shocks  of  the  Seventies — I 
crop  failures,  oil  and  commodity  pr 
increases,  and  massive  dollar  deva 
ation — created  a  strong  one-way  upw; 
inflation  spiral.  I  guess  I've  come  to  I 
conclusion  that  gradualism  won't  sol) 
the  problem.  We  need  a  shock  to  getl 
out  of  it  and  I'm  forced  to  consider  c(j 
trols."  And  not  only  controls,  but  "a  SU 
stantial  add-on  tax  on  petroleum  pro 
ucts  or  gas  rationing"  to  restrict  import 

Given  the  Kennedyesque  echoes 
MacLaury's  positions,  it  does  seem 
though  Brookings  has  changed  Bra 
MacLaury,  rather  than  the  other  vn 
around.—  Stanley  Ginsberg 
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The  Gas 
(Option 


Gas  Energy: 
Industry's  #1  fuel 
today  and  tomorrow. 


Natural  gas  provides  almost  40%  of  the  energy  that  fuels 
American  industries— more  energy  than  is  supplied  by  elec 
tricity  or  coal  or  oil.  And  gas  can  be  expected  to  remain 
industry's  leading  energy  for  a  long  time  to  come. 

There  are  compelling  reasons  why  industry  prefers 
gas.  It's  the  cleanest,  most  efficient  fuel— and  usually  the 
most  economical.  Moreover,  gas  resources  are  plentiful: 
much  more  gas  than  has  been  used  so  far  is  still  under- 
ground. This  gas  can  be  supplemented  with  liquefied  natu- 
ral gas  (LNG)  and  gas  made  from  coal.  And  new  technolo- 
gies can  mean  enough  gas  for  industry  far  into  the  future* 

There's  yet  another  reason  why  industry 
can  continue  to  rely  on  gas  as  its  main 
energy  source.  Accounting  for  over 
60%  of  the  nation's  total  gas  con-  ^ 
sumption,  American  industry 
provides  the  year-round 


demand  essential  for  the  economical  delivery  of  gas  for  all 
users.  It's  the  main  reason  for  the  gas  industry  to  give  the 
best  possible  service  to  industrial  customers. 

By  1990,  the  economic  demand  for  industrial  gas, 
exclusive  of  power  plants,  is  projected  to  be  nearly  40% 
greater  than  the  amount  of  gas  consumed  by  industry  in 
1978  And  that  economic  demand  can  be  satisfied  with 
development  of  new  supplemental  gas  supplies.  It's 
because  of  this  confidence  in  the  future  that  gas  com- 
panies today  are  taking  on  new  industrial  loads. 

When  you  consider  the  advantages  of  gas  energy- 
supply,  capital-efficiency,  cleanliness,  cost  to 
the  user,  impact  on  the  economy,  and  its 
potential  for  reducing  dependence 
on  foreign  oil— gas  clearly  emerges 
as  the  best  energy  option  for 
industry,  and  all  of  America. 


«ES«!W 

Gas:  The  future  belongs  to  the  efficient. 

"For  more  information  write  American  Gas  Association,  Dept  18- DO.  1515  Wilson  Blvd  .  Arlington,  Va  22209 
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Where  to  find 
the  recession 


OKS  LIKE  THE  RECESSION  of  1979 — 

ny  economic  downturn  more  wide- 
raided  or  so  long  in  coming? — is 
y,  truly,  dead  ahead.  Look  for  it  in 
cond  quarter. 

1't  look  for  clear,  unambiguous  evi- 
of  the  imminent  downturn  in 
of  the  conventional  lead  indicators. 
)d  many  of  them  essentially  track 
;  businessmen  think  the  economy 
aded.  As  last  year's  vigil  for  the 
iion  that  didn't  happen  shows, 
essmen  are  often  the  last  to  know, 
they  failed  to  see  was  the  econom- 
of  unexpectedly  strong  consumer 
ing.  Rising  employment  and  per- 
income,  lenders  full  of  cash  and 
to  push  credit,  soaring  paper  profits 
)me  owners  in  an  almost  berserk 
state  boom,  an  inflation  psychology 


making  it  easy  to  rationalize  openhand- 
ed  spending — all  of  these  factors  con- 
spired to  fool  the  forecasters. 

It's  over.  Keep  an  eye  on  housing 
prices,  employment  and  unemployment. 
For  more  than  two  years,  prices  of  single- 
family  homes  had  been  rising  as  rapidly 
as  18%  a  year — much  faster  than  infla- 
tion. But  the  rise  peaked  in  July,  when 
the  median  price  of  an  existing  single- 
family  home  reached  nearly  $58,000.  By 
year's  end,  the  median  had  backed  down 
to  $56,500,  with  new  mortgage  interest 
rates  at  12%  to  1 3 V2  % ,  when  available. 
Thus,  no  comparable  economic  lift  is 
expectable  from  that  quarter.  Prices  will 
give  way  as  mortgage  rates  rise  further. 
Home  ownership  equity — a  substitute 
for  savings — will  decline. 

Civilian  employment  dropped  in  the 


The  Economy 


beginning  of  the  year  by  100,000,  the 
first  January  decline  since  the  1975  re- 
cession. One  month,  of  course,  doesn't 
make  a  trend,  but  it  is  significant  that 
this  lagging  indicator  began  to  waffle 
ominously  six  months  into  the  1973-75 
recession.  Unemployment  rose  337,000, 
from  5.9%  in  December  to  6.2%. 

Countervailing  pressures  are  also  at 
work.  Increased  military  spending  will 
offset  to  some  extent  dips  in  consumer 
spending.  The  trick  for  forecasters  will 
be  to  weight  it  properly.  To  offset  slower 
growth  in  consumer  credit  outstanding 
in  recent  months  alone  would  require  a 
$10  billion  increase  in  defense  spending. 
The  Administration's  next  budget  pro- 
poses a  $15  billion  increase,  but  forth- 
coming cutbacks  in  credit  use  will  be  far 
greater  than  $15  billion. 

These  straws  in  the  wind  appear  just 
as  a  good  many  forecasters,  brooding 
about  the  recession  that  hasn't  yet 
shown  up,  have  been  having  well-publi- 
cized second  thoughts  about  whether  it 
will  show  up  at  all.  On  the  same  day  last 
month,  both  the  New  York  Times  and  the 
Wall  Street  Journal  published  page  one 
analyses  which  concluded  that  any  eco- 
nomic downturn  this  year  would  be  a 
shallow  one  at  worst.  That  in  itself  is  no 
small  reason  to  think  that  a  recession  is 
in  fact  dead  ahead,  and  that  it  could  well 
be  a  sharp,  mean  one.  ■ 


Whaddya  read? 


me  widely  watched  lead  indicators — such  things  as  man-  ed.  That's  why  so  many  economists  right  now  are  backing 
icturers'  new  orders  and  inventory  changes — mainly  off  early  forecasts  of  recession.  But  look  at  other  data,  as 
>w  which  way  businessmen  think  the  economy  is  head-    below,  and  the  near  future  still  looks,  on  balance,  gloomy. 


e  family  homes  (resales) 


Civilian  employment  (millions) 


Defense  obligations  1$  billions) 


tree  National  Association  of  Realtors.  Dept  of  Commerce,  Dept.  of  Labor.  Dept.  of  Defense 
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By  Ben  Weberman 


Capital  Markets 


Municipals  not  safe  enough  for  you?  How 
do  you  feel  about  insured  municipals? 


BELT  AND 
SUSPENDERS 


lios,  unit  trust  portfolios  and  to  indi- 
vidual and  trust  department  portfo- 
lios. Depending  on  quality  of  the  issue 
to  be  insured  and  the  size,  its  fees  can 
range  from  0.25%  to  4.5%  of  total 
principal  and  interest  charges  com- 
puted to  maturity. 

AMBAC  coverage  is  on  an  annual 
basis,  rather  than  for  the  life  of  the 
debt.  Renewability  of  the  policy  is 
guaranteed  to  policyholders  as  long  as 
the  portfolio  continues  to  exceed 
AMBAC's  minimum  size  require- 
ment of  $50,000.  There  is  no  maxi- 
mum size  limit  but  quality  must  meet 
standards  of  AMBAC. 

Standard  &.  Poor's  gives  issues  that 
have  taken  insurance  from  either 
company  a  top-quality  rating  of  AAA, 
but  the  fixed-income  research  depart- 
ment of  Merrill  Lynch,  Pierce,  Fenner 
&  Smith  did  an  extensive  analysis  of 
both  insurers  and  concludes  that 
MBIA  is  a  better  carrier  than 
AMBAC.  Peter  P.  Kelly  Jr.,  senior  mu- 
nicipal bond  specialist  at  Merrill 
Lynch  gives  MBIA  a  "mid-range  tri- 
ple-A"  quality  designation  and  those 
issues  listed  with  AMBAC  a  "mid- 
range  double-A".  Moody's  Investor 
Service  does  not  take  insurance  into 
account  when  it  provides  a  rating,  so 
its  evaluation  of  an  issue  shows  the 
quality  of  that  issue  on  its  own,  as  if  it 
did  not  have  insurance. 

Why  the  difference?  Merrill  Lynch 
says  the  owners  of  MBIA  have  "sig- 
nificant financial  strength,"  and 
MBIA  has  a  "rigorous  screening  pro- 
cedure" to  weed  out  unacceptable 
risks.  Equally  important  is  the  fact 
that  most  of  the  issues  covered  by 
MBIA  are  general-obligation  or  utility 
revenue  bonds.  A  major  complaint 
against  the  association,  however,  is 
that  its  coverage  is  concentrated 
heavily  on  communities  in  four 
states,  Florida,  Pennsylvania,  New  Jer- 
sey and  New  York. 

AMBAC/MGIC  insurance  stature  is 
considerable  but  not  quite  comparable 
to  that  of  the  four  backers  of  MBIA, 
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Did  you  know  that 
you  can  buy  insured 
tax-exempt  bonds; 
bonds  backed  not 
only  by  the  credit  of 
the  issuer  but  by  an 
insurance  company 
as  well?  Most  people 
do  not  know  about 
this  relatively  new 
(since  the  early 
1970s)  development  in  investing. 
Where  bonds  of  roughly  equal  quality 
and  yield  are  available,  one  insured, 
the  other  not,  the  insured  bond  is 
clearly  the  better  deal — although  the 
superiority  is  rarely  fully  reflected  in 
the  yield. 

Two  highly  reputable  companies 
write  this  so-called  default  insurance. 
American  Municipal  Bond  Assurance 
Corp.  (AMBAC)  is  one.  It  is  a  subsid- 
iary of  MGIC  Investment  Corp.,  and 
affiliated  with  Mortgage  Guaranty  In- 
surance Corp.  The  other  company  is 
Municipal  Bond  Insurance  Associ- 
ation (MBIA),  which  is  owned  by  four 
insurance  companies — Aetna  Casual- 
ty, Fireman's  Fund,  Connecticut  Gen- 
eral and  U.S.  Fire  Insurance. 

Each  of  the  municipal  bond  insurers 
has  a  different  approach.  MBIA  basi- 
cally insures  only  new  issues.  Its  fees 
range  from  0.5%  to  2%  of  the  total 
debt  service  (including  principal  and 
interest).  They  are  paid  either  by  the 
issuer,  if  it  believes  the  feature  will 
save  more  in  interest  cost  than  the 
premium,  or  by  the  underwriter,  if  it 
thinks  it  can  get  a  bidding  advantage. 
For  this  fee,.  MBIA  promises  to  pay 
interest  or  principal  promptly  if  the 
borrower  fails  to  do  so. 

AMBAC  insures  new  issues,  as  does 
MBIA,  but  it  also  is  willing  to  extend 
coverage,  for  a  fee,  beyond  individual 
issues  to  tax-free  mutual  fund  portfo- 

Heti  Weberrrutn  is  economics  editor  of  Forbes 
magazine. 


says  Kelly.  He  objects  to  the  fact  that 
its  exposure  is  heavily  weighted  to- 
ward nonutility  revenue  bonds — over 
60%.  This  includes  a  substantial  vol- 
ume of  hospital  and  housing  bonds. 
Many  issues  in  these  categories  are  of 
questionable  quality  and,  says  Kelly, 
"disclosure  to  bondholders  after  the 
sale  of  the  bonds,  particularly  for  hos- 
pital and  nonstate  agency  housing  fi- 
nancings, is  almost  nonexistent."  He 
worries  about  the  difficulty  of  learn- 
ing about  financial  strains  in  the  ab- 
sence of  annual  reports. 

With  this  caveat  in  mind,  Kelly 
agrees  that  pricing  of  tax-exempt 
bonds  covered  by  MBIA  and  AMBAC 
does  not  get  full  investment  commu- 
nity recognition  because  of  ignorance 
among  participants  about  the  quali- 
ties and  strengths  of  the  insurance. 

What  investors  should  know  is  that 
insured  bonds — whether  by  MBIA  or 
by  AMBAC — are  generally  relatively 
good  buys.  A  municipal  bond  that  is 
triple-A  rated  because  of  insurance 
generally  carries  a  higher  yield  than  a 
municipal  bond  that  carries  triple-A 
in  its  own  right. 

Here's  an  example.  An  issue  of  20- 
year  Oyster  Bay,  N.Y.  general  obliga- 
tions is  rated  AAA  by  Standard  &. 
Poor's  because  the  bonds  carry  MBIA 
insurance.  They  are  rated  only  AT  by 
Moody's  without  the  benefit  of  the 
insurance  feature.  These  bonds  cur- 
rently yield  7.3%.  A  comparable  issue 
that  is  rated  AAA  on  its  own  would 
yield  only  7%.  My  point  is:  Why  not 
take  the  extra  yield  since  it  carries  no 
realistic  extra  risk? 

If  you  want  taxable  interest  on  is- 
sues with  insurance  cover,  consider 
the  new  mortgage  pass-through  certif- 
icates of  participation  to  be  sold  by 
the  Bank  of  America.  The  pools  are 
not  an  obligation  of  the  bank.  Instead, 
to  cover  investors  against  losses  from 
default,  the  bank  will  issue  an  irrevo- 
cable letter  of  credit  to  the  buyer. 
(This  innovative  device  was  devel- 
oped for  the  BofA  by  Salomon  Broth- 
ers and  Paine  Webber.)  The  bank,  in 
effect,  is  acting  as  an  unpaid  insurer. 

Buy  now?  Alas,  no.  I'm  recom- 
mending investors  stay  out  of  long- 
term  bonds  until  inflation  shows 
signs  of  cooling  and  the  hyperspecula- 
tion  in  commodities  quiets  down. 
When  it  does,  there  are  extraordinary 
bargains  around.  But  even  I  am  not 
rash  enough  to  try  picking  the  bottom 
or  even  to  say  that  we  have  yet  seen 
the  bottom.  All  panics  end  eventually, 
but  no  one  knows  when  and  where 
they  will  end.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


6,500,000  Shares 

Ohio  Edison  Company 

Common  Stock 

(Par  Value  $9  Per  Share) 


Price  $13V2  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Merrill  Lynch,  Pierce,  Fenner  <£•  Smith  Incorporated 

DEAN  WITTER  REYNOLDS  INC. 
BACHE  HALSEY  STUART  SHIELDS       THE  FIRST  BOSTON  CORPORATION      BEAR,  STEARNS  &  CO. 

Incorporated 

BLYTH  EASTMAN  PAINE  WEBBER  DILLON,  READ  &  CO.  INC. 

Incorporated 

DONALDSON,  LUFKIN  &  JENRETTE        DREXEL  BURNHAM LAMBERT        GOLDMAN,  SACHS  &  CO. 
Securities  Corporation  incorporated 

E.  F.  HUTTON  &  COMPANY  INC.  KIDDER,  PEABODY  &  CO.  LAZARD  F RE RES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB  L.  F.  ROTHSCHILD,  UNTERBERG,  TOW  BIN 

Incorporated 

SALOMON  BROTHERS  SHE  ARSON  LOEB  RHOADES  INC. 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.  WARBURG  PARIS  AS  BECKER 

Incorporated  Incorporated 

WERTHEIM  &  CO.,  INC.  McDONALD  &  COMPANY  PRESCOTT,  BALL  &  TURBEN 

February  5, 1980 
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During  rampant  inflation,  the  sale  of  long- 
term  debt  instruments  is  a  license  to  steal. 

WITH  STOCKS  AT 
LEAST  YOU  HAVE 
A  CHANCE 


By  Heinz  H.  Biel 


At  long  last  peo- 
ple seem  to  be  rec- 
ogmzing  the  merits 
Mk.  of  common  stocks 
in  the  inflationary 
climate  in  which  we 
have  lived  for  so 
many  years,  and 
which  undoubtedly 
will  continue  in  the 
years  to  come.  Insti- 
tutional and  individual  investors  have 
recently  begun  to  buy  stocks  with  a 
vengeance — at  a  daily  rate  of  50  mil- 
lion shares  on  the  NYSE  alone. 

There  is  nothing  like  strong  buying 
to  push  up  prices.  The  NYSE  compos- 
ite index  has  already  topped  its  old 
historic  high,  which  was  set  in  early 
1973.  The  S  &  P's  composite  index  is 
on  the  verge  of  doing  the  same.  The 
averages  for  Amex  and  over-the- 
counter  stocks  have  all  along  been 
making  new  peaks.  Only  the  Dow 
Jones  industrials,  the  one  yardstick 
that  gets  all  the  publicity,  remains 
way  behind.  The  Dow  is  not  telling 
the  truth  anymore;  so  just  ignore  it. 

It  hasn't  been  very  often  in  the 
recent  past  that  a  newspaper  reader 
turns  first  to  the  stock  market  pages. 
Lately,  however,  this  has  been  the 
one  source  of  what  we  might  call  good 
news.  Political  news,  whether  it  be 
foreign  or  domestic,  has  been  rather 
cheerless — and  that  is  putting  it  mild- 
ly. The  business  section  of  the  paper 
has  been,  at  best,  uneven. 

It  is  symptomatic  that  the  press 
devotes  little  space  to  the  bond  mar- 
ket. Even  the  Wall  Street  Journal  no 
longer  gives  the  year's  price  range  of 
NYSE-listed  bonds.  This  is  fortunate 
because  it  might  make  the  reader  sick 
to  watch  triple-A  bonds  decline  as 
much  as  30  points  in  just  two  years. 
This,  plus  a  buying-power  loss  of,  say, 

Heinz  H  Biel  is  a  lice  president  of  the  NYSE 
firm  of  janney  Montgomery  Scott. 


25%  for  a  two-year  period,  is  financial 
murder.  You  may  not  have  bought 
such  bonds,  but  the  people  who  invest 
your  pension  money  did. 

Some  people  may  not  agree  with 
me,  but  I  think  that  the  era  of  financ- 
ing via  long-term  bonds  is  coming  to 
an  end.  Only  in  this  country  has  it 
been  possible  to  sell  bonds  with  a  30- 
to  40-year  maturity  to  an  unsuspect- 
ing, naive  or  stupid  public.  You  may 
put  the  institutional  investor,  the 
principal  buyer  of  these  securities, 
into  any  one  of  the  three  categories. 
At  a  time  of  rampant  inflation,  the 
sale  of  long-term  debt  instruments  is  a 
license  to  steal.  It  is  legal,  of  course, 
and  it  is  avidly  practiced  to  the  great- 
est extent  possible  by  the  federal  gov- 
ernment, the  states  and  their  political 
subdivisions  and  by  corporations  with 
the  proper  investment  rating.  But  it  is 
fraud  on  the  public,  and  the  public  had 
better  wise  up. 

The  favorite  financing  vehicle  for 
the  various  Bell  System  subsidiaries 
has  been  the  40-year  debenture.  Elec- 
tric utilities  rarely  go  beyond  a  30- 
year  maturity,  while  industrial  com- 
panies usually  cannot  go  to  that 
length.  The  way  I  see  it,  unless  a  mir- 
acle reduces  our  inflation  rate  to  not 
more  than  5%  or  6%  a  year,  within  a 
few  years  a  newly  issued  "long-term" 
bond  will  run  for  not  more  than  15  to 
at  most  20  years.  Corporate  financing 
will  become  more  difficult,  especially 
for  telephone  and  electric  utilities. 

Critics  will  say  that  I  am  biased  in 
favor  of  stocks.  Of  course  I  am.  What 
would  you  expect  of  the  man  whose 
column  is  headed  Stock  Comment. 
Seriously  though,  is  there  anything 
that  can  be  said  in  favor  of  bonds  as  an 
investment,  except  that  you  might  re- 
coup part  of  your  loss,  if  and  when 
interest  rates  come  down  a  bit? 

I  am  very  much  aware  that  there  are 
many  ways  to  invest  money  other 
than  in  stocks.  Some  of  them  have 
been  spectacularly  successful,  and  I 
regret  to  this  day  that  the  gold  bug  did 


not  bite  me  at  the  right  time.  Some- 
how, though,  presumably  because  of 
my  bias,  I'd  rather  have  shares  of  De 
Beers  Consolidated  Mines  in  my  ac- 
count than  an  expensive  diamond 
that  just  sits  in  the  safe  deposit  box 
and  costs  insurance  instead  of  paying 
dividends.  Liz  Taylor  reached  the 
same  conclusion. 

The  countless  bear  markets  we 
have  endured  over  the  years  have 
taught  us  that  stocks  can  also  go  the 
other  way,  i.e.,  down,  and  that  this  can 
be  a  most  unpleasant  and  costly  expe- 
rience. There  are  two  things  the  in- 
vestor can  do.  One,  he  can  ignore 
these  often  violent  fluctuations  and 
trust  the  secular  trend,  which  I  believe 
to  be  up.  The  alternative  is  to  sell 
stocks  when  their  prices  lose  any  sen- 
sible relationship  with  reality.  This 
was  not  the  case  in  the  fairly  sharp 
sell-off s  in  the  falls  of  1978  and  1979, 
which  turned  out  to  be  relatively  mi- 
nor corrections  rather  than  true  bear 
markets.  But  back  in  1973  the  over- 
valuations were  screamingly  appar- 
ent, when  stocks  of  very  good,  but 
fairly  mature  companies  (such  as 
Avon,  Kodak  or  Merck)  were  selling  at 
multiples  that  could  not  be  justified 
by  any  stretch  of  the  imagination. 

Obviously,  this  is  not  the  case  at 
present.  The  Dow  Jones  and  the  Stan- 
dard &  Poor's  industrial  stock  aver- 
ages have  P  Es  of  only  about  6.5  and  8, 
respectively.  There  are  very  few 
stocks  these  days  that  sell  at  as  much 
as  15  times  current  earnings.  To  be 
sure,  some  stocks  sport  much  higher 
multiples.  At  present,  for  instance,  we 
have  some  Canadian  oils,  which  have 
or  expect  to  have  substantial  holdings 
of  oil  in  the  ground,  but  are  only  be- 
ginning to  earn  profits.  They  have  to 
be  valued  on  a  different  basis.  Besides, 
they  may  not  be,  or  at  least  not  yet, 
"investment  grade." 

It  seems  timely  to  comment  briefly 
on  the  big  international  oils.  Their 
1979  and  fourth-quarter  profits 
were — well — astounding.  There  was 
no  way  to  conceal  the  bonanza.  No 
space  was  left  under  any  rug.  The 
"Seven  Sisters"  were  so  embarrassed 
that  they  took  out  ads  in  the  newspa- 
pers to  plead  their  righteousness.  Who 
are  we  to  judge  whether  a  nickel  a 
gallon  is  too  much: 

I  doubt  that  things  can  get  much  bet- 
ter. This  is  no  longer  a  growth  industry. 
Shrinkage  of  oil  consumption  has  be- 
come the  universal  aim  of  the  Free 
World.  I'd  start  taking  profits  in  the 
international  oils,  even  though  they 
still  seem  comparatively  cheap.  ■ 
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Now  get  tax  free  income 
and  Kquidity...in  a 
brancfnew  fund. 


Scudder  announces  a  new 
fund  which  combines 
stability  and  convenience 
with  tax  free  income*  The 
Scudder  Tax  Free  Money  Fund 
also  offers  diversification,  quality, 
and  today's  high  yields  from  short-term 
municipals. 

•  $1,000  minimum  investment, 
additions  in  any  amount. 

•  No  load,  no  commissions. 

•  Withdrawals  by  mail  or  phone, 
no  interest  penalty. 

Remember,  Scudder  provides  research 
and  management  teamwork  backed 
by  60  years  of  investment  counseling 
experience. 

*A  portion  may  be  subject  to  federal,  state  or  local  taxes. 


So  if  you're  considering  an  investment 
with  multiple  advantages,  it's  time  to 
talk  to  Scudder. 

Write  or  call  toll-free  800-343-2890. 
In  Mass.,  call  collect  (617)  482-3990. 


SCUDDER 

SCUDDER  STEVENS  8-  CLARK  INVESTMENT  COUNSEL 

Scudder  Fund  Distributors 

Dept.  #  8006355 M0 1 

175  Federal  Street,  Boston,  MA  02110 

For  more  complete  information  including 
management  fee  charges  and  expenses, 
please  write  or  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or 
send  money 

Name  

Address.  

City  

State  Zip  


n 
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Scudder  Tax  Free  Money  Fund. 


Financial  Strategy 


Executives/Professionals 

BORROW  up  to 


$ 


25,000 


by  Mail 


If  you  need  money  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  by  mail  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty  Interest  is  tax 
deductible  Call  toll  free 
800  525  1344  or  mail  coupon. 


W.  L.  Martin 

Dept.  1080 
14201  E  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


W»»TAL 

EXECUTIVE 

FIWNCIAI 


I 
1 


W  ~  Write  to:  ^ 

W.  L.  Martin 

Dept.  1080 
14201  E.  4th  Ave.,  P.O.  Box  39F 
Denver,  CO  80239 
Sendcomplele  information  and  a  loan  application 

Name  

Address  

City  State  Zip  

affiliate  of  The  St  Paul  Companies  Inc 

Kl  BH  m  - 1  -  m  m  0 1 
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If  you 
are 

seeking 


INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 


POSITIONS  AVAILABLE 


BUSINESS  OPPORTUNITIES 


REAL  ESTATE,  ETC. 

Turn  to  pages  124-125 
of  this  issue  for 

Forbes 

Classified 


By  John  Train 


I    HAVE    RECEIVED  a 

number  of  interest- 
ing letters  on  selling 
options,  a  procedure 
that,  as  I  have  sug- 
gested in  several  of 
my  columns,  is  be- 
ing generally  over- 
promoted  to  retail 
investors. 

My  main  points 
have  been  that  there  are  now  so  many 
"writers"  that  returns  have  fallen,  and 
that  all  option  buyers  and  sellers  are 
just  gambling  with  each  other  and  will 
thus  break  even  at  the  end  of  it  all, 
minus  the  costs — but  what  costs! 

No  amount  of  higher  math  can 
make  this  resemble  a  value-creating 
activity,  the  way  manufacturing  is. 
Nothing  useful  happens  to  the  phys- 
ical world  as  a  result  of  all  the  trouble 
and  expense.  All  the  options  eventual- 
ly expire,  and  everything  is  as  before. 

It's  the  old  economics  laundry  anal- 
ogy: If  a  village  contains  several  fam- 
ilies whose  entire  economic  activity 
consists  of  taking  in  each  other's 
washing  for  a  price,  sooner  or  later 
they  will  all  end  up  in  the  poorhouse. 
Thus,  I  find  naive  the  notion  that  life 
is  improved  all  around  if  each  side  of 
Wall  Street  sells  options  on  its  equity 
holdings  to  the  other.  There  is  no  way 
under  the  sun  both  sides  can  be  better 
off.  Quite  the  contrary:  Each  year 
they  are  collectively  worse  off  by  the 
$700  million  or  so  they  lose  in  trans- 
action costs. 

The  SEC  has  published  an  exhaus- 
tive 1 1,084-page)  "Special  Study"  on 
this  subject.  The  commission  got 
many  option-broking  houses'  internal 
documents  and  established  that  the 
houses  themselves  frequently  use  the 
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figure  of  20%  per  annum  as  the  bite 
they  get  each  year  in  brokerage  out  of 
an  actively  managed  option  portfolio. 
No  wonder  they're  enthusiastic  about 
it.  And  yet,  what  a  pity! 

Of  course,  I  don't  mean  that  nobody 
ever  makes  any  money  at  this  game, 
nor  that  there  are  absolutely  no  able 
managers.  Some,  I'm  sure,  do  much 
better  than  most.  I  just  mean  that  the 
whole  thing's  a  casino,  where  your 
function,  dear  reader,  is  to  be  relieved 
of  your  savings,  not  to  put  them  to 
work  in  the  reasonable  expectation 
that  they  will  intrinsically  grow. 

What's  more,  thanks  to  the  com- 
puter, which  the  pros  use  very  skillful- 
ly indeed,  I  suspect  that,  unlike  the 
old  days,  it's  now  a  generally  efficient 
market,  where  no  particular  trading 
strategy  can  give  you  a  winning  edge. 

If  you  really  want  to  dig  into  this 
subject,  try  The  Stock  Options  Manual, 
by  Gary  Gastineau  (McGraw-Hill, 
$17.50).  My  SEC  sources  cited  it  for 
realism  and  thoroughness.  I  concur. 

A  number  of  correspondents  refer 
to  the  writings  of  Sheen  T.  Kassouf, 
which  they  apparently  believe  dem- 
onstrate that  writing  covered  options 
is  an  inherently  profitable  strategy. 
But  there  are  fundamental  misconcep- 
tions in  Kassouf's  calculations,  as 
Gastineau  proves,  particularly  in 
Chapter  10  of  the  Manual. 

I  urge  any  investor  interested  in 
this  subject  who  does  not  have  the 
time  to  work  through  TLw  Stock  Op- 
tions Manual  to  examine  Why  Simula- 
tions .Are  an  Unreliable  Test  of  Option 
Strategies,  by  Gastineau  and  Me- 
dansky,  in  the  September-October  Fi- 
nancial Analysts  Journal.  The  conclu- 
sion states:  "The  investor  or  fiduciary 
who  is  encouraged  to  adopt  a  specific 
option  strategy  because  that  strategy 
performed  well  in  a  simulation,  or  be- 
cause an  investment  adviser  who  used 
that  strategy  produced  a  satisfactory 
performance  record  in  the  past  should 
react  skeptically.  Neither  piece  of  evi- 
dence is  an  indication  of  the  inherent 
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superiority  of  an  option  strategy." 

I  think  they  demonstrate  the  point 
convincingly. 

The  following  is  from  a  letter  from 
Mr.  Gastineau:  "I  agree  unequivocally 
with  your  view  that  selling  call  op- 
tions is  not  an  inherently  superior  in- 
vestment strategy.  The  charlatans 
who  promise  a  risk-free  15%  annual 
return  deserve  everything  you  say 
about  them." 

For  an  options  speculator  (I  cannot 
call  this  activity  "investment")  to 
achieve  superiority,  he  probably  must 
concentrate  on  spotting  by  computer 
inefficiently  priced  targets  of  opportu- 
nity with  great  speed.  There  are  a  lot 
af  computers  and  a  lot  of  smart  mon- 
ey engaged  in  this  hunt,  however,  and 
[  would  guess  that  less  than  1  %  of  the 
participants  could  hope  to  do  well 
aver  a  long  period,  given  the  crippling 
costs  of  the  operation. 

A  number  of  my  correspondents  re- 
ferred to  good  performance  records.  In 
almost  all  cases  they  were  either 
"playbacks,"  illustrating  how  well  a 
inven  strategy  would  hare  done,  which 
is  easy  but  useless,  or  else  were  good 
at  the  outset  but  have  flattened  off 
recently.  Several  correspondents  cited 
Analytic  Investment  Management, 
which  runs  over  $100  million  in  op- 
tion accounts.  Analytic  did  indeed 
beat  the  S&P's  in  its  earlier  years,  but 
did  worse  than  the  S&P's  in  each  of 
the  two  years  ending  last  June.  That's 
about  what  one  would  expect,  I  think. 
Inevitably  there  will  be  some  superior 
records,  of  course. 

Incidentally,  the  usual  arguments 
used  in  persuading  retail  clients  to  sell 
aptions  are  quite  flimsy: 

•  "If  you  sell  a  covered  call  and  it's 
exercised,  you're  getting  a  higher- 
price  for  your  stock  than  you  would 
Dtherwise."  But  the  stock  may  fall, 
meaning  you  miss  your  chance  to  sell. 
Dt  it  may  go  way  up,  leaving  you 
empty-handed  because  it's  been  called. 

•  In  reverse,  it  is  argued:  "If  you  sell 
a  put  on  a  stock  you'd  like  to  buy 
anyway,  and  it's  exercised,  you  lower 
your  purchase  cost."  But  the  stock 
may  rise  instead,  leaving  you  with  a 
token  premium  instead  of  a  big  cap- 
ital gain. 

•  "A  professional  manager  can  use 
aptions  to  adjust  his  risk."  But  profes- 
sional managers  are  usually  wrong 
about  risk;  indeed,  as  a  class  they're 
almost  always  wrong  at  major  tops 
and  bottoms.  And  these  rinkydinks 
distract  one  from  the  real  thing:  truly 
understanding  the  businesses  one 
buys  shares  in.  ■ 
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Each  of  1700  stocks  monitored  by 
Value  Line  is  the  subject  of  a  new 
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Each  of  these  full-page  Reports 
contains  more  than  7000  items  of 
information  about  the  subject  com- 
pany and  its  stock.  But  before  you 
bother  with  any  other  information, 
there  are  two  things  you  should 
know  about  EVERY  stock  that 
currently  concerns  you: 


1.  How  SAFE  is  this  stock?  Value  Line  ranks  each  of  1700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  relative  long  term  investment  Safety.  The  Safety  rank  is  based 
on  the  stock's  price  stability  and  the  company's  financial  strength  (each  of  which  is 
also  ranked  separately).  If  you  require  superior  Safety,  stick  with  stocks  ranked  1  or  2 
in  this  respect. 

2.  How  TIMELY  is  this  stock?  Value  Line  ranks  each  of  1 700  stocks  from  1  (Highest) 
down  to  5  (Lowest)  for  Timeliness — reflecting  Value  Line's  objective,  computerized 
assessment  of  its  relative  price  performance  prospects  in  the  next  12  months.  Almost 
every  stock  goes  through  phases  when  it  performs  a  lot  better,  or  worse,  than  the 
overall  market.  Whatever  else  you  may  want  from  your  investments,  if  you  want  per- 
formance, we  suggest  you  stay  with  stocks  currently  ranked  1  or  2— and  not  worse 
than  3  (Average)— for  Timeliness. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  Introductory  10-week  trial  subscription  to  the 
Value  Line  Investment  Survey  for  only  $33— about  half  the  regular  price— providing 
you  or  any  member  of  your  family  has  not  had  a  subscription  in  the  past  two  years.  As 
a  double  bonus  at  no  additional  charge,  you  will  receive  the  2400-page  Investors 
Reference  Service  (covering  more  than  1700  stocks)  which  will  be  updated  every 
week— and  the  96-page  booklet,  "Evaluating  Common  Stocks."  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so  organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost  any  leading  stock. 

Send  your  check  or  money  order  along  with  your  name,  address  and  zip  code 
together  with  this  ad  to: 


'The  Value  Line  Investment  Survey 

I  Arnold  Bernhard  &  Co.,  Inc.  •  711  Third  Avenue,*  New  York,  N.Y.  10017  ▼ 
I 

I 
1 

II 

i; 
i 
i 
i; 
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\0  Begin  my  10-week  trial  to  The  Value  Line  Sur- 

Ivey  (limited  once  to  any  household  every  two 
years)  and  send  me  the  two  bonuses  listed " 
.above  Check  for  $33  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
I A  famous-make  pocket-size 
CREDIT  CARD'CALCULA- 
|TOR  SUPER  SLIM  LCD  CAL- 
CULATOR (with  full  memory) 
Igiven  to  you  when  you  order 
'the  Value  Line  Investment  Survey  for  one  year—  - 
land  send  payment  now. 

'□  1  year  for  $330.  My  payment  is  enclosed— 
Isend  me  the  CALCULATOR  as  my  extra  special 
Ibonus.  (There  are  no  restrictions  with  this  an- 
inual  subscription.) 

ID  Enter  my  subscription  now.  Bill  me  for  $330. 
|^>oes  not  include  the  calculator.) 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO. 


CITY 


STATE 


ZIP 


GUARANTEE:  If  dissatisfied  for  any  reason,  I 
may  return  material  within  30  days  for  full  re- 
fund of  the  fee  I  have  paid.  Subscription  tax- 
deductible  and  nonassignable.  Foreign  rates  on 
request.  (NY  residents  add  sales  tax.)  316L03 
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When  inflation  rates  were  low,  patience 
didnt  cost  you  very  much.  Now  it  does. 

THE  TIME  VALUE 
OF  MONEY 


By  Srully  Blotnick 


HOW  CAN  YOU  TELL 

an  amateur  investor 
from  a  seasoned 
pro?  One  of  the 
most  important  dif- 
ferences concerns 
the  amateur's  way 
of  calculating  the 
profit  on  a  stock. 
Larry  is  a  53-year- 
old  salesman  for  one 
of  the  nation's  largest  chemical  com- 
panies. By  his  own  admission  he 
"dabbles"  in  the  market.  He  has  ap- 
proximately $65,000  worth  of  stocks 
and  a  little  more  than  that  tied  up  in 
commodities  and  collectibles,  pur- 
chased during  the  last  eight  months. 

On  Feb.  17,  1978  he  bought  300 
shares  of  Itek  Corp.,  traded  on  the 
NYSE,  at  $26  per  share.  The  total  cost, 
including  commissions,  was  $7,712. 
"I  think  I'll  get  a  good  bounce  out  of 
it,"  he  said  at  the  time.  On  Feb.  1, 
1980  he  sold  the  300  shares  at  $30, 
which  brought  him  $8,950.  "It's  top- 
ping out,"  he  said.  "It  looks  to  me  like 
it's  gone  as  far  as  it's  going  to  go."  The 
stock  doesn't  pay  a  dividend,  so 
Larry's  gain  (if  there  were  to  be  any) 
would  have  to  come  from  capital  ap- 
preciation. The  stock's  increase  in 
price  was  the  only  source  of  potential 
profit. 

How  well  did  Larry  do?  In  his  own 
estimation,  the  answer  is  "very." 
What  was  his  reason  for  that  judg- 
ment? "Well,"  he  said,  "I  spent  about 
$7,700.  And  I  got  back  $8,950.  That's 
a  $1,250  gain  on  a  $7,700  investment. 
Not  bad." 

Is  he  right?  Suppose  he  had  invested 
the  $7,700  in  a  one-year  money  mar- 
ket instrument  that  earned  him  10% 
per  annum,  the  interest  to  be  paid  in  a 
lump  sum  at  maturity.  Ignoring  tax 
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and  author  of  Winning:  The  Psychology  of 
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considerations  for  a  moment,  suppose 
he  then  repeated  the  process.  Invest- 
ing the  $7,700  +  $770  =  $8,470  at 
10%  would  have  brought  him  $847. 
At  the  second  maturity  date,  Larry 
would  have  had  $9,3 1 7. 

He  held  his  Itek  stock  for  approxi- 
mately two  years.  Even  taking  into 
consideration  the  more  favorable  tax 
treatment  accorded  capital  gains  than 
interest  earned,  he  in  fact  did  no  bet- 
ter than  he'd  have  done  had  his 
$7,700  remained  in  a  money  market 
fund.  Actually,  the  picture  is  far  worse 
than  it  seems,  because  during  the  pe- 
riod he  owned  it,  the  stock  suffered  a 
dramatic  sinking  spell,  falling  ten 
points  from  the  price  at  which  he 
bought  it.  At  that  point,  he  had  a 
$3,000  loss  on  a  $7,700  investment. 

In  essence  he  wasn't  rewarded  for 
the  added  risk  he  took  in  buying 
stocks  instead  of  CDs  or  T  bills.  Nor, 
of  course,  did  he  expect  a  guarantee 
that  his  profit  would  be  greater  merely 
because  he  was  taking  more  of  a 
chance.  He  simply  hoped  he'd  do  well, 
and  in  the  end,  he  concluded  that  he 
definitely  had. 

Larry's  view  of  stock  market  profits 
is  entirely  typical.  What  he  omits 
from  his  calculations,  the  majority  of 
investors  I  survey  also  overlook. 
Namely,  the  time  value  of  money.  A 
dollar  you  own  today  differs  from  the 
one  you  owned  yesterday,  and  a  dollar 
you  receive  tomorrow  is  not  the  same 
as  one  you  receive  today.  There  is  a 
date  attached  to  every  investment 
you  make,  and  the  longer  your  money 
is  invested,  the  more  it  has  to  earn 
just  for  you  to  break  even. 

That  seemingly  simple  fact  has  a 
profound  impact  on  the  way  seasoned 
investors  calculate  their  stock  market 
profits  and  make  their  investment  de- 
cisions. Dave,  an  electrical  engineer, 
is  one  of  the  most  successful  investors 
in  my  sample.  Since  1959  I've 
watched  him  wrestle  with  bull,  bear 
and  boring  markets,  and  his  level  of 
sophistication  has  grown.  He  has  the 
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". . .  this  is  one  of  the  most  rewarding  books  that 
has  been  published  in  a  long  time."  b  a  r  r  o  n  '  s  Oct.  15, 1979 


I    Brand  new  $8.95  edition . . .  ££%Tafit& 

j  Yours  as  a  bonus 
1  with  3  timely  Reports 
1  and  an  8-issue 

■  Guest  Subscription 
1  to  United  Reports 

1 
1 

•  50  Chapters  •  526  pages  •  Deluxe  paperback  edition 

I    This  is  a  handy  reference  tool  for  investors  of  every  degree  of  experience.  This 

■  authoritative  self-help  financial  book  will  give  you  new  insights  and  concise  answers 
to  your  specific  questions  on  investing.  It  is  the  work  of  United  Business  Service 

1    professionals  with  widely  diversified  expertise  and  impressive  credentials, 
I    including  a  Doctor  of  Economics,  Masters  in  Business  Administration,  Chartered 
Financial  Analysts,  and  Certified  Financial  Planners.  Written  in  a  sprightly  style, 

■  you'll  find  it  pleasantly  readable  and  clearly  understandable. 

You  will  also  receive  all  3  of  these  United  Reports 

14  Gambling  Stocks 

Facts,  figures,  analysis,  appraisal  of  risk,  and  specific  advice 
Bally  Gen.  Inst.         Hilton  Hotels  MGM 

Caesar's  World  Golden  Nugget  Holiday  Inns  Playboy 
Del  Webb         Harrah's  Showboat  Ramadalnns 

Elsinore  Resorts  Int' I 

|  75  Utility  Stocks 

Facts,  figures,  appraisal  of  risk,  and  specific  advice 

|    United  s  analysts  know  that  each  utility's  strengths  and  weaknesses  can  mean  a  lot 

■  to  its  investment  performance.  For  instance,  there  is  a  significant  difference  in 
whether  it  uses  coal,  water,  oil,  or  nuclear.  It  can  be  deeply  affected  by  the  regulatory 

I    climate  in  its  area.  This  analysis  presents  1 3  points,  all  of  which  are  weighed  before 
J    we  tell  you  which  utility  stocks  we  believe  you  should  buy,  hold,  or  sell. 

1       17  Money  Market  Funds 

A  relatively  risk-free  way  to  get  10%  -12%  or  more  on  your  money. 
1    Nearly  40  billion  dollars  of  other  people's  money  is  earning  this  kind  of  return.  Is 
I    yours?  Why  shouldn't  you  enjoy  the  benefits  of  this  most  rapidly  growing  of  ail 

■  investment  vehicles?  In  this  Report  United  analyzes  17  prominent  Money  Market 
I  Funds.  It  outlines  the  services  each  fund  offers,  as  well  as  the  maturity  of  the 
1    investment  vehicles  they  use  and  current  yields. 

Plus  a  Full  8-Week  Subscription  to  United  Reports 

•  Stock  Market  Analysis  and  specific  recommendations  •  General  Business  Forecast 

•  The  Supervised  List  •  Buying  advices  of  other  sen/ices  •  Bonds  and  Preferred  Stocks 

•  Stocks  to  sell  or  avoid  •  New  product  studies  •  Views  of  leading  authorities . . .  and  much  more 

!  8-issue  subscription  to  United  Reports  alone  is  a  $19  value. 

This  entire  package  only  C 

I 

MAIL  THIS  COUPON  TODAY  FOR  THESE  3  TIMELY  UNITED  REPORTS  •  PLUS  BOOK  AND  SUBSCRIPTION  ■ 

■  Please  send  me  my  deluxe  paperback  edition  of 

"Successful  Investing,"  plus  this  entire  package  of  Report  #1  14  Gambling  Stocks 

I    Stock  Market  and  Investment  advice.  I  understand  Report  #2  75  Utility  Stocks 

■  I  get  my  money  back  if  I  am  not  completely  Report  #3  17  Money  Market  Funds 

satisfied.  My  check  for  $5  is  enclosed.  P|us  8  Weeks  of  United  Reports 

Plus  "Successful  Investing"  book 

■  Name   F3-3. 

i 

Business^r'Investment  Service 

S'a,e  Not  assignable  without  your  wniirt  210  Newbury  St.,  Boston.  MA  02116 


Address. 


Cily- 


UNITED 


115 


Commodities 


There  are  enough  similarities  between  the 
grain  and  oil  markets  to  lead  me  to  believe 
that  oil  can  be  a  successful  futures  market. 

TRADING  ON 
THE  WEATHER 


By  Stanley  W.  Angrist 


IS     IT     POSSIBLE  tO 

trade  the  weather 
for  a  profit?  Most 
people  would  an- 
swer no.  But  knowl- 
edgeable commod- 
ity traders  have  long 
known  that  if  you 
get  a  hard  freeze  in 
the  citrus  belt  in  De- 
cember,  frozen  or- 


ange juice  concentrate  futures  will 
zoom  up. 

Now  speculators  have  another  way 
to  speculate  on  the  weather — this 
time  primarily  in  the  Northeast.  The 
vehicle  is  the  number  two  heating  oil 
contract.  Trading  of  number  two 
heating  oil  (sometimes  called  distil- 
late) and  number  six  industrial  fuel  oil 
began  in  November  1978.  Apparently, 
only  the  heating  oil  contract  has  been 
successful.  (That  is  probably  because 
many  more  firms  deal  in  heating  oil 
than  in  fuel  oil.) 

The  heating  oil  contract  calls  for 
delivery  of  42,000  U.S.  gallons  (1,000 
U.S.  barrels)  at  New  York  Harbor. 
Prices  are  quoted  in  dollars  and  cents 
per  gallon  with  the  minimum  price 
fluctuation  .01  cents  per  gallon  or 
$4.20  per  contract.  The  maximum 
daily  move  up  or  down  from  the 
previous  day's  settlement  price  is  2 
cents  per  gallon  ($840  per  contract). 
The  heating  oil  that  is  called  for  in 
this  contract  is  heavier  than  kero- 
sene but  lighter  than  residual  fuel  oil 
and  has  physical  characteristics  that 
allow  its  widespread  use  as  a  domes- 
tic and  industrial  fuel  primarily  for 
heating  of  multiple-  and  single-fam- 
ily units. 

When  heating  oil  futures  were  first 
tried  in  1974,  they  flopped,  perhaps 
because  they  were  not  adequately 
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publicized,  or  perhaps  because  trading 
in  futures  was  considered  to  be  a 
much  more  arcane  practice  than  it  is 
today.  But  oil  futures  this  time  around 
seem  to  be  taking  hold — average  daily 
volume  is  running  around  500  con- 
tracts, with  open  interest  (outstand- 
ing contracts  remaining  to  be  settled) 
in  excess  of  2,000  contracts.  While 
these  are  not  large  numbers,  com- 
pared with  more  established  markets, 
they  are  certainly  going  in  the  right 
direction.  Last  April  the  open  interest 
in  heating  oil  was  running  between 
100  and  200  contracts,  with  a  daily 
volume  under  20  contracts. 

There  are  enough  similarities  be- 
tween the  grain  market  and  the  oil 
market  to  lead  me  to  believe  that  the 
oil  market  can  be  a  really  successful 
futures  market.  Oil,  like  grain,  is:  1)  a 
primary  physical  commodity  that  has 
homogeneous  products  and  volatile 
prices;  2)  produced  by  a  number  of 
countries  in  a  big  way  and  used  in 
every  country  of  the  world;  3)  con- 
trolled by  a  group  of  major  multina- 
tional firms;  4)  a  huge  market,  which 
makes  "running  a  comer"  of  the  mar- 
ket by  individual  speculators  nearly 
impossible;  5)  produced  and  utilized 
by  a  large,  diverse  group  of  small  and 
medium-size  companies  that  com- 
pete with  majors  to  provide  liquidity. 
Included  in  the  latter  group  are  refin- 
ers, independent  oil  dealers,  jobbers, 
bulk  wholesalers,  pipeline  companies, 
commercial  and  institutional  con- 
sumers who  are  all  potential  hedgers 
in  the  number  two  heating  oil  futures 
contract.  Their  profit  margins  rise 
and  fall  with  the  price  of  oil,  and  this 
contract  will  provide  them  with  a 
mechanism  to  protect  themselves. 

But  there  are  other  users  of  petro- 
leum products  who  can  use  the  num- 
ber two  contract  as  a  hedge  as  well. 
Included  here  would  be  railroads  and 
trucking  companies  (that  use  diesel 
fuel)  and  airlines  (that  use  a  kerosene- 
type  fuel).  Since  there  is  a  basic  price 
relationship   between   number  two 
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heating  oil,  diesel  fuel  and  jet  fuel,  this  j 
contract  also  offers  price  insurance  for 
future  needs  or  inventory  held. 

When  the  New  York  Mercantile  Ex- 
change first  tried  to  crack  the  futures 
market  in  1974,  its  contracts  flopped. 
Based  on  lots  of  100  metric  tons  deliv- 
erable in  Rotterdam,  the  Exchange 
blames  the  foreign  stigma  for  the  fact 
that  no  one  wanted  to  trade  the  con- 
tract. The  new  contract  has  been  tai- 
lored to  the  needs  of  domestic  hedg- 
ers. With  this  contract  it  would  be 
very  easy  for  an  oil  firm  to  offer  a 
fixed  price  for  a  year  for  the  heating 
oil  needs  of,  say,  the  New  York  City 
Board  of  Education.  The  price  risk 
could  simply  be  passed  along  in  the 
futures  market  by  means  of  long  posi- 
tions. By  the  way,  the  heating  oil  con- 
tract traded  at  the  Merc  has  nothing 
at  all  to  do  with  the  scam  described  in 
John  Train's  column  in  the  Feb.  18 
issue  of  Forbes. 

Though  falling  prices  are  not  what 
most  consumers  have  been  seeing 
this  winter  on  petroleum  products, 
that  is  exactly  what  has  been  going  on 
with  the  number  two  heating  oil  con- 
tract. The  March  contract  has  plunged 
from  near  the  $  1 .08-per-gallon  level  in 
late  November  to  nearly  80  cents  in 
early  February — a  drop  of  about  25%. 
There  are  several  reasons  for  this 
plunge,  including:  1)  weather  condi- 
tions have  been  unseasonably  mild;  2) 
New  York  Harbor  suffers  from  insuffi- 
cient storage  facilities,  causing  some 
panic  selling;  and  3)  heating  oil  prices, 
though  weak,  are  still  sharply  higher 
than  last  year,  which  has  really  en- 
couraged conservation  by  consumers. 
Of  these  three  factors,  weather  has 
clearly  been  the  most  important  and 
the  least  predictable.  Distillate  stocks 
in  New  England  have  grown  so  that 
they  are  about  34%  greater  than  last 
year.  Even  though  prices  have  plunged 
dramatically,  it  seems  unlikely  that 
spot  prices  will  drop  below  contract 
prices  offered  by  major  refiners,  as 
they  should  do  in  times  of  product 
glut.  The  Middle  East  is  just  too  unset- 
tled for  that  to  happen  now. 

Aggressive  traders  might  try  a  long 
position  in  the  September  contract, 
but  orders  should  be  placed  with  care, 
as  the  market  is  still  relatively  thin.  I 
would  avoid  the  use  of  market  orders, 
but  rather  stick  with  limit  orders.  I 
would  risk  no  more  than  3  cents  per 
gallon  ($1,260)  per  contract  on  this 
position.  The  margin  on  a  number 
two  heating  oil  contract  is  about 
$1,500,  while  the  round-turn  commis- 
sion runs  about  $75.  ■ 
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Why  We  Have  Changed  Our  Name 


Peoples  Gas  Company's  origins  go  back  to 
1850— to  a  small  utility  supplying  manufactured  gas 
in  one  neighborhood  in  the  City  of  Chicago. 

Over  the  years  we've  grown  and  branched 
out  in  many  different  energy  directions.  Our  natural 
gas  transmission  and  distribution  operations,  for 
instance,  now  constitute  the  fourth  largest  interstate 
system  in  the  United  States.  We  have  potentially 
important  programs  moving  ahead  in  liquefied 
natural  gas  and  coal  gasification. 

Were  in  the  business  of  exploring  for  oil  and 
gas  through  our  Texoma  and  Harper  subsidiaries. 

We're  in  the  coal  business  through  the 
acquisition  of  Industrial  Fuels  Corporation  and 
additional  mining  properties  which  it  has  since 
acquired. 

In  recent  weeks,  we  have  signed  a  preliminary 
agreement  to  acquire  Exeter  Company,  a  leading 
onshore  drilling  contractor. 

From  a  local  utility  in  1850,  we  are  becoming 
a  large  and  diversified  energy  company. 

So,  with  some  regrets,  our  stockholders  have 
voted  to  change  our  name  from  Peoples  Gas 
Company  to  Peoples  Energy  Corporation. 

This  new  name  more  fully  reflects  the  scope 
of  our  operations  while  retaining  the  widespread 
recognition  and  historic  significance  of  the  "Peoples" 
name,  which  has  served  us  well. 

lSyS\  Peoples  Energy  Corporation 

Managing  Energy  is  Our  Business 


Natural  Gas  Pipeline  Company  of  America  •  Texoma  Production  Company 
Harper  Oil  Company  •  Industrial  Fuels  Corporation  •  North  Shore  Gas  Company 
The  Peoples  Gas  Light  and  Coke  Company 


Market  Trends 


The  American 
Cancer  Society 
thanks  you. 

Your  employees 
thank  you. 

Their  families 
thank  you. 

You've  become  a  life 
saver.  Literally.  For  installing 
our  Employee  Education 
Program.  For  letting  us 
supply  free  films,  exhibits, 
speakers,  pamphlets,  posters, 
and  articles  for  your  company 
publications.  For  accepting 
our  help  in  arranging  "action" 
programs  for  your 
employees ...  for  detection  of 
colorectal  cancer,  instruc- 
tions in  breast  cancer 
examination,  for  detection  of 
cervical  cancer  via  the  Pap 
test.  For  simply  under- 
standing that  if  cancer  is 
detected  in  its  early  stages, 
chances  for  cure  are  greatly 
increased.  Thank  you. 

Hundreds  of  companies 
now  have  an  American 
Cancer  Society  Employee 
Education  Program.  If  yours 
isn't  one  of  them,  call  us. 


American  Cancer  Society 

2000,000 people  fighting  cancer. 
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It  is  one  thing  to  suffer  the  burnt  fingers  of 
a  speculator,  but  to  be  eviscerated  for  ones 
conservatism  is  patently  unfair 

LEVERAGE  UPON 
LEVERAGE 


By  Martin  T.  Sosnoff 


*** 

n  N.Y.  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd  &  3rd  Aves.) 
N  YC.  753^8450-1 


It  took  about  30 
days  to  wreck  the 
1980  economic  con- 
sensus. Not  only  is 
the  bond  market  a 
shambles,  but  com- 
modity prices  are 
going  through  the 
roof  in  a  setting 
where  the  econo- 
mists keep  pushing 
back  the  onset  of  recession.  They 
have  predicted  the  next  bust  regularly 
for  the  past  eight  quarters,  tacking 
forecasts  of  decelerating  inflation  to 
weakening  raw  materials  prices  and 
declining  end  product  demand.  It 
hasn't  happened. 

Bubbling  commodities  markets  are 
a  function  of  the  level  of  disbelief  in 
the  world.  Disbelief  that  inflation  will 
not  be  politically  induced,  or  that  our 
politicians  have  the  staying  power  to 
deal  with  such  problems.  The  money 
supply  still  grows  under  Volcker,  and 
Carter's  overreaction  to  the  Afghani- 
stan gambit  must  balloon  the  budget 
further.  As  long-term  government 
bonds  coast  past  the  12% -yield  level, 
the  prof  essional  investor  silently  tears 
out  his  hair.  It  is  one  thing  to  suffer 
the  burnt  fingers  of  a  speculator,  but 
to  be  eviscerated  for  one's  conserva- 
tism is  unfair.  The  commodity  specu- 
lators break  the  bank  and  coupon  clip- 
pers go  shirtless.  A  few  metals  traders 
trigger  enormous  moves  in  gold  and 
silver.  Meanwhile,  $2  trillion  worth  of 
bonds  are  unsalable.  The  securities 
markets'  function  of  redistributing 
wealth  is  more  pervasive  than  the  tax- 
ing authority  of  the  government. 

What  is  the  meaning  of  the  hyper- 
active market,  and  who  is  it  good  for 
except  the  brokers?  (The  brokerage 
stocks  are  all  buys.)  The  professional 
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investor  spent  the  last  ten  years  learn- 
ing how  to  play  it  safe  and  has  noth- 
ing to  show  for  it.  Portfolio  composi- 
tion must  change  to  the  point  where 
bond  market  collapses  cannot  hurt 
performance.  You  do  this  by  keeping 
no  more  than  15%  of  your  capital  in 
three-year  federal  agency  paper,  then 
swing  for  the  fences,  with  the  rest  of 
the  money  in  .equities.  We  spent  the 
past  ten  years  going  from  80%  in  eq- 
uities down  to  50%  and  probably  will 
complete  the  round  trip  back  to  80% 
in  one  or  two  years.  The  professional 
investor,  just  as  he  was  in  the  Sixties, 
is  on  his  way  to  becoming  a  profes- 
sional speculator. 

Because  of  the  interest-rate  blight 
and  legitimate  anxiety  over  the  onset 
of  recession,  there  are  very  few  pock- 
ets of  strength  in  the  stock  market. 
Last  year  the  Amex  boomed,  thanks 
to  a  handful  of  big  capitalization 
Canadian  oils.  So  far  in  1980  the  Big 
Board  has  been  fueled  by  the  major  oil 
stocks,  which  now  comprise  25%  of 
the  value  of  the  S&P's  Index,  up  from 
12%  two  years  ago.  Not  only  is  the 
breadth  of  the  market  skimpy,  but  the 
prime  growth  stocks  act  like  donkeys, 
with  their  heels  dug  in,  going  no- 
where. In  a  slow-growth,  high-infla- 
tion setting,  only  stocks  with  enor- 
mous leverage  can  go  somewhere. 
Copper,  for  example,  was  changing 
hands  at  $1  a  pound  year-end  and  is 
now  posted  at  $1.45  a  pound.  Nobody 
expected  this,  but  it  is  here. 

I  mentioned  Asarco  last  month  as  a 
prime  example  of  silver  and  copper 
price  leverage.  Its  earnings  will  move 
from  a  deficit  in  early  1978  to  the  $15- 
to-$20-a-share  bracket  this  year,  if 
present  prices  hold  up.  Silver,  copper, 
oil,  sugar,  fertilizer,  practically  every 
commodity  (except  coal,  which  is  in 
enormous  oversupply),  is  being  keyed 
off  the  price  of  gold.  As  they  shut 
down  the  precious  metals  commodity 
markets,  the  action  moves  to  copper 
and  sugar.  The  major  producers  adjust 
their  customer  prices  almost  weekly. 
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Speculation  fuels  inflation  and  infla- 
ion  fuels  the  speculation.  Don't  ask 
ne  how  it  ends.  It  is  a  trend  in  force, 
f  gold  were  turned  into  capital  rather 
han  stored  in  caves,  the  inflationary 
lynamics  would  be  overwhelming. 

That  the  Arab  world  balance-of- 
rade  surplus  will  range  upwards  of 
580  billion  this  year  suggests  suffi- 
:ient  marginal  demand  for  precious 
netals  and,  therefore,  sympathetic 
hrobbing  throughout  world  commod- 
ties  markets.  Sunshine  Mining,  26% 
:ontrolled  by  Arabs  (including  the 
oyal  family  of  Kuwait)  has  broken  the 
ce  and  will  offer  investors  a  silver- 
)acked  debenture.  Thus,  the  remon- 
:tization  of  precious  metals  has  start- 
id.  If  successful  (why  shouldn't  it  be?) 
his  move  will  be  imitated  by  every 
)recious-metals  operator  in  the  world. 
Miat  cheaper  way  to  raise  capital  in  a 
ligh-interest  environment?  Every 
netals  and  mining  operator  has  at 
east  a  dozen  major  projects  on  the 
>ack  burner  for  want  of  capital.  This 
and  of  underwriting  excitement  is 
)ound  to  create  enormous  incremen- 
:al  interest  in  these  stocks,  which 
lave  been  missing  in  professionally 
-un  portfolios. 

Last  month  I  made  too  much  mon- 
;y  in  silver  equities — Asarco,  Hecla, 
junshine  Mining.  If  gold  and  silver  are 
:he  Valium  of  the  very  rich,  the  only 
:hing  that  is  different  about  the  very 
ich  from  you  and  me  is  that  they 
:rave  it  madly.  Precious  metals  is  the 
Aray  out  for  more  than  a  few  select 
^ebanese  bankers  to  bypass  the  re- 
sponsibility of  citizenship  into  escap- 
sm  and  security.  The  disparity  be- 
:ween  gold  and  the  stock  market  has 
widened  in  favor  of  gold,  but  it  will 
lot  last.  The  debacle  in  bonds  is  the 
setting  for  a  new  cycle  in  stocks.  They 
,vill  win  by  default. 

I  get  more  bullish  with  every  uptick 
n  silver,  copper,  sulfur,  oil  and  all 
:hat.  Bullish  for  the  great  American 
:orporations  that  have  learned  to  live 
:n  a  chancy,  imperfect  world.  When 
:he  unemployment  rate  finally  gets 
3ast  7%  and  General  Motors  is  pad- 
locking its  plants,  these  stocks  will 
nave  their  day.  You  know  which  ones 
they  are.  Until  then,  don  your  crash 
lelmet  and  join  the  crowd  that  counts 
earnings  per  share  in  terms  of  dollars 
per  barrel  of  oil,  ounces  of  silver  per 
share  and  pounds  of  copper  per  dollar 
jf  market  capitalization.  King  Midas 
bestrides  the  world  and  is  looking  for 
a  place  to  bury  his  treasure.  Just  as 
long  as  be  doesn't  spend  it  on  goods, 
we're  okay.  ■ 


87C  per 

Common  Share 

(Formerly  77  54  C 
per  share) 

Payable: 
March  15, 1980 
Record: 

February  15, 1980 
Declared: 
January  30, 1980 

♦  The  Board  of  Directors  has 
indicated  its  intent  to  split  the 
common  stock  on  a  two-for- 
one  basis,  effective  April  23, 
1980,  subject  to  stockholder 
approval  of  an  increase  in 
the  number  of  authorized 
shares  as  will  be  proposed 
in  the  proxy  statement  for 
the  1980  Annual  Meeting. 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 
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IT  DOESN'T 

GROW 
ON  TREES 


Market  Comment 


Being  right  about  a  basic  market  move  is 
very  important,  but  unless  you've  done 
your  homework,  and  done  it  all,  you  may 
miss  the  biggest  part  of  the  action. 


PLAN  AHEAD 


By  Peter  G.  Banzhaf 


ENERGY  CONSERVATION 
IT'S  YOUR  CHANCE 

TO  SAVE,  AMERICA 

Department  of  Energy,  Washington,  D  C. 
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More   than  three- 
years  ago  (Forbes, 
Nov.    15,    1976),    I  I 
made   a   projection  j 
that  proved  to  be 
wonderfully  correct. 
However,   the  spe- 
cific stocks  that  I 
suggested  for  imple- 
menting my  convic- 
tion, while  certainly 
not  failures,  today  cause  me  to  scratch 
my  head  in  wonder.  What  was  I 
thinking  of?  Had  I  no  plan,  no  under- 
standing of  trends,  no  grasp  of  oppor- 
tunities that  must  have  been  perfectly 
obvious  to  even  the  dullest  eyes?  Here 
are  portions  of  the  accurate,  the  pre- 
scient section  of  that  column: 

"It  is  our  thesis  that  substantial  op- 
portunity currently  exists  in  the 
shares  of  relatively  small  firms.  .  .  . 
For  as  we  approach  the  end  of  stock 
market  1976,  this  segment  of  the  eq- 
uities structure  has  been  abandoned 
by  virtually  every  important  buyer 
around.  .  .  .  These  organizations  have 
a  unique  product  or  market  domi- 
nance that  makes  them  inherently  | 
more  intriguing  than  a  bigger,  stron- 
ger, older  company.  Additionally, 
they  possess  steady — sometimes 
spectacular — records  of  growth  in 
sales  and  earnings,  high  and  consis- 
tent profit  margins  and  a  healthy  re- 
turn on  equity. 

"These  are  not  tiny  companies.  .  .  . 
But  one  way  or  another,  they  seem  to 
hold  a  claim  on  the  future  that  has 
legitimacy.  And  for  them,  the  years 
ahead  look  infinitely  brighter  to  us 
than  they  do  over  at  U.S.  Steel  or 
Union  Carbide." 

Fabulous.  Absolutely  fabulous.  Pre- 
cisely the  kinds  of  companies  that 
have  doubled,  tripled  and  quadrupled 
since  that  bicentennial  year.  The  good 

Peter  G.  Banzhaf  is  a  senior  lice  president  of 
Robert  W.  Band  &  Co.,  Milwaukee,  Wis. 


second-  and  third-tier  stocks  have 
done  so  well,  in  fact,  that  phrases  like 
"speculative  bubble"  are  again  being 
bandied  about. 

But  what  vehicles,  what  companies 
whose  "years  ahead  look  infinitely 
brighter,"  did  I  choose  with  which  to 
ride  the  crest  to  prosperity  I  foresaw? 
Fotomat  Corp.  at  lOVi,  R.P.  Scherer 
at  8,  Presto  Products  at  77s,  Chef 
Pierre  at  13  and  Regency  Electronics 
at  11.  Perfectly  decent  companies,  of 
course,  but  definitely  selected  with- 
out an  adequate  grasp  of  the  future. 
Their  performance?  Quite  satisfac- 
tory, actually.  While  Fotomat  is 
down,  Scherer  is  about  even.  But 
Presto  and  Chef  Pierre  were  bought 
out  (Coca-Cola  and  Consolidated 
Foods,  respectively)  and  Regency 
(which  still  looks  good!  though  vola- 
tile, shows  a  handsome  profit.  An 
investor  who  put  an  equal  amount  of 
money  into  each  stock  and  held  on 
would  have  experienced  appreciation 
of  around  50%,  not  including  divi- 
dends. Perfectly  satisfactory. 

But  such  a  hodgepodge  (meaning  no 
disrespect  to  the  individual  compa- 
nies). So  little  evidence  of  plan.  This  is 
what  happens  when  you  select  stocks 
at  random — individual  stocks  that  ap- 
peared to  be  good  values — without  at- 
tempting to  identify  companies  in  a 
position  to  benefit  from  enduring 
trends.  It  astounds  me,  for  example,  to 
find  not  a  single  stock  in  any  way 
related  to  the  solution  of  the  energy 
problem,  a  problem  that  was  already 
well  understood.  How  could  I  have 
missed  that!  It's  unthinkable. 

The  reason,  of  course,  is  that  I 
hadn't  done  all  of  my  homework. 
The  basic  buy-small  concept  was  ab- 
solutely on  the  money,  yes,  but  I 
hadn't  looked  deep  enough,  hadn't 
asked  enough  questions.  As  a  result,  I 
missed  enormous  opportunities  in 
dozens  and  dozens  of  energy-related 
stocks,  all  the  natural  resource 
stocks,  all  the  high- technology 
stocks,  the  word  processors,  etc.,  etc. 
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PLUG 
INTO  THE 
OFFICE 


OF  THE 
EIGHTIES. 


THE  FIRST  OFFICE  AUTOMATION  CONFERENCE 


MONEY  &  INVESTMENTS 


Where  my  hypothetical  holdings  pro- 
duced a  50%  gain,  they  might  have 
turned  in  200%  or  even  300%.  But 
because  I  failed  to  push  my  thought 
process  one  simple,  logical  step  fur- 
ther, they  did  not. 

It's  pretty  difficult  today  to  make  a 
case  that  the  smaller  companies  are 
underpriced  or  offer  unusually  good 
value.  Indeed,  they  have  come  so  far, 
for  so  long  that  many  marketers  are 
looking  for  better  comparative  perfor- 
mance from  the  big  names.  If  not 
from  Union  Carbide  or  U.S.  Steel 
(which  never  did  go  anywhere,  by  the 
way),  then  from  the  Favorite  Fifty.  I 
certainly  agree  that  many  of  the 
smaller  story  stocks  have  gotten 
ahead  of  themselves.  The  game  has 
become  more  than  a  little  manic.  Still, 
for  the  truly  long  pull,  I  personally 
prefer  them.  Assuming  you've  got  the 
time,  will  take  the  package  approach 
and  can  handle  the  risk. 

But  this  time  I'm  going  to  give  my 
initial  attention  to  identifying  endur- 
ing trends.  Then  I'll  talk  about  the 
companies  that  I  think  can  prosper 
therefrom.  Please  recognize,  however, 
that  these  stocks  aren't  cheap.  The 
multiples,  in  fact,  have  gotten  pretty 
heady.  And  waiting  for  a  correction 
might  be  a  very  good  idea.  Very  brief- 
ly, here  are  a  few  general  areas  and 
some  interesting  participants: 

Energy.  The  crisis  has  been  with  us 
for  more  than  six  years.  Nothing's  for- 
ever, but  this  baby's  close.  Even 
though  they've  been  pulling  with  the 
force  of  at  least  three  Gs  on  the  up- 
side, consider  Reading  &  Bates  (42)  and 
Dresser  Industries  (62). 

Defense.  Even  if  the  Cold  War  isn't 
reinstated  in  its  entirety,  the  aircraft 
business  will  be  very  strong.  Consider 
Precision  Castparts  (26),  a  top-drawer 
supplier. 

Productivity.  These  stocks  aren't 
cheap  either,  but  the  future  looks 
grand.  At  the  more  exotic  end  of  the 
spectrum,  Computenisum  at  55  (com- 
puter-aided design),  Datapoint  at  1 1 1 
(the  electronic  office  of  the  future)  and 
the  old  word-wizard,  Wang  l/zbs  (38). 

Finally,  telecommunications  will 
probably  remain  a  hot  spot.  Rolm  Corp. 
(47)  is  a  strong  contender. 

At  the  risk  of  sounding  like  a  grad- 
uate of  the  1960s,  I  think  the  positive 
trends  behind  these  industries  will 
continue,  and  I  have  faith  in  the 
companies.  The  prices?  Well,  I  just 
don't  know  about  that.  I  really  don't. 
Three  or  four  years  from  now,  how- 
ever, I'll  probably  have  a  better  han- 
dle on  it.  ■ 
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Already  a  multi-billion  dollar  industry,  office  auto- 
mation portends  enormous  change  for  everyone 
who  buys,  sells,  or  uses  office  equipment. 

That's  why  afips  has  created  the  first  Office 
Automation  conf  erence-your  chance  to  see  all  of 
today's  worksavmg  devices  word  processors  op- 
tical readers  text  editing  equipment  business 
computer  systems  telecommunications  and 
much  more  Over  100  exciting  exhibits  Plus  50  prac- 
tical learning  sessions  on  every  aspect  of  office 
automation  and  how  to  apply  it  to  your  needs 

Be  an  exhibitor,  be  a  participant  in  the  first 
all-inclusive  Office  Automation  Conference 
Send  the  coupon  for  more  information. 

WORLD  CONGRESS  CENTER 
ATLANTA,  CA.  MARCH  3-5 


i  

j  TO:  office  Automation  Conference  F 

c/o  AFIPS,  1815  N  Lynn  St. 
J     Arlington,  VA  22209 

j{  )  Send  me  housing  and  registration  information. 
j(  )  My  company  is  interested  in  exhibiting 
Please  send  information. 

I  NAME 


STREET 


CITY 


STATE  ZIP 


Money  Market  Yields. 


(with  only  $1,000.) 


Name_ 


Call  toll  free 
1-800-638-5660 
to  learn  our 
current  peak  yield. 
You'll  also  want 

to  consider 
these  advantages: 
•  Free  check  writing. 

•  Immediate  liquidity — no 

withdrawal  penalty 
*  No-Load.  No  sales  charge 

•  Toll-Free  telephone 
redemption/transfer. 

If  busy,  or  in 
Maryland,  call 
collect  301- 
547-2308. 


Rowe  Price 
Prime  Reserve  Fund,  Inc. 

100  E.  Pratt  Street 
Baltimore,  Maryland  21202 


Address. 


.  Zip  Code- 


or  more  complete  information, 
including  management  fee 
and  other  charges  and 
expenses,  obtain  a  pros- 
pectus. Read  it  carefully 
before  you  invest  or 
send  money. 
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Index  of  companies  covered  In  news  stories  and  by  the  columnists  in  this  issue. 


Aetna  Life  &  Casualty  108 

American  Automobile  Assoc  36 

American  Express   36 

AT&T  82 

Amoco  36 

Archer-Daniels-Midland   47 

ASARCO  118 

Bank  of  America   108 

Beatnce  Foods   44 

Borg- Warner   12 

CPCIntl  43 

Cameron  Iron  Works   32 

Canadian  Pacific  Ltd   90 

Chef  Pierre   1 20 

Chrysler   36 

Citicorp  69 

Clark  Oil  &  Refining   32 

Coca-Cola   47,  120 

Color  Tile   103 

Commonwealth  Edison   102 

Computervision  121 

Connecticut  General   108 

Consolidated  Foods   120 

Coopers  &  Lybrand   94 

Culbro   90 

Data  General   72 

Datapoint  121 

Dell  Publishing   22 

DeLorean  Motor   35 

Digital  Equipment   74 

Dome  Petroleum  (Canada)   31 

Exxon   22,  36 

Fireman's  Fund   108 

First  Boston   103 

Ford  Motor   36 

Fotomat  120 


Gearhart-Owen  Inds   32 

GE   31 

General  Foods   43 

General  Mills  43 

GM  35,  36 

General  Tire  &  Rubber   12 

Geosource   32,  121 

Global  Marine   121 

Gold  Bondholders  Protective  Council   88 

Goldman,  Sachs  104 

W.R.  Grace   31 

Greyhound  8 

Gulf  &  Western   22,  69 

Hecla  Mining  1 19 

Hewlett-Packard   74 

Honeywell   74 

Hughes  Tool   12 

IMS  America  Ltd   14 

IN  A   36 


 61 

.62,  74 
 82 


Intel   

IBM   

ITT   

JLGInds   67 

James  River   69 

lartran   16 

Kaiser  Resources   31 

Kellogg   43 

MCI  Comm   82 

MGIC  Investment   108 

Merrill  Lynch   104 

Mobil   36,  102 

Morgan  Stanley   104 

Motorola   62 

NLInds   31 

Nestle  S. A.  (Switzerland)   44 

Noble  Affiliates   32 


North  American  Philip 
Parker  Drilling 
Penn  Central  ... 

f.C.  Penney   

Peoples  Energy 
Precision  Castparts 

Presto  Prods   

Products  Resources  Intl 

RCA   

Regency  Electronics 

Rolm  

Rowan  Cos   

Ryder  System   

Salomon  Bros   

R.P  Scherer   

Schlumberger 
Sears,  Roebuck 

SEDCO   

ServiceMaster  Inds 
Southern  Pacific 

Staley  Mfg  

Standard  Brands 
Standard  Oil  (Indiana) 

Sun  Co   

Sunshine  Mining 

Tandy   

Texaco   

Texas  Instruments 
Total  Petroleum 
Unilever  Group 
United  Brands 
U.S.  Fire  Insurance 

Volkswagen   

Wang  Labs   

Western  Union 
Westinghouse  ... 


Do  you  know  anybody 
who  is  somebody 

in  business 
who  does  not  read 
Forbes  Magazine? 
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Advertising  Section 


HERE  is  a  low-cost,  highly 
efficient  way  to  display  your 
company's  annual  report  be- 
fore FORBES'  affluent,  invest 
ment-minded  readers. 

Of  FORBES  680,000  subscrib- 
ers, 98%  own  securities  with  an 
average  value  of  $473,000.  They 
have  an  average  personal  income 
of  $79,000.  Nearly  half  are  involved 
in  making  investment  decisions  for  others. 

And  they're  interested  and  responsive.  Last 
year's  section  generated  over  800,000  individ- 
ual requests  for  annual  reports. 

Plan  nowto  advertise  in  the  1980  FORBES 
Annual  Report  Advertising  Section 


Advertising  rate:  $1 ,760  per  1  /8 
page,  black  and  white  unit.  Clos- 
ing date  for  copy  and  illustration: 
March  14. 

For  more  information,  consult 
your  local  FORBES  representa- 
tive or  contact:  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes 
Magazine,  60  Fifth  Avenue,  New 
York,  NY  1 001 1 .  (21 2)  620-2200 


Forbes 


AUTOMOBILES 


SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight 
too!  Full  factory  warranty.  Specializ- 
ing in  Cadillac,  Pontiac  &  Olds,  in- 
cluding Diesel  models.  For  quote, 
mail  make  &  model  to: 

BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
I'hone  (313)  565-5577 


ADVERTISING  SPECIALTIES 

PUT  YOUR  NAME 
IN  HEIGHTS! 

Giant  helium-filled  replicas  create 
interest,  draw  customers,  and 
generate  sales. 

Pie-In-The-Sky  Co. 

P.O.  Box  5267 
San  Mateo,  California  94402 
(415)  345-9484 


MISCELLANEOUS  FOR  SALE 

GENUINE  GEMSTONES  AND 
JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade, 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


Classified/ 1 


March  3,  1980 


INFORMATION  SERVICES 


1UIIK  WASHIN'.MIN.  111    INIOKMAIION  SIK1HI  I 


Government  afferls  youl  buiineif 
We  keep  vou  informed 
Call  or  Wrile 

fTOir    CAPITOL  MONITOR,  INC 


4  10  17th  Si  .  N  W  .  Suite  I  1  1 7 ,  Washington ,  [)  C  2(101)6 
(2021  293-2662 


FORBES  BINDERS 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95;  three  for  $14 
Binders:  $6.50:  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia,  Pa.  19141 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


Wide  Ties  Recut  &  Reshaped 
to  the  new  Narrower  Look — 
$4.50  per  tie  (4  tie  minimum). 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed. 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove.  NY  1 1542 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$20.75.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $290.50.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$20.35.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $569.80.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON/FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


We  want  you 
to  talk 

in  our 
library; 


Ours  is  a  living  library  of  spoken 
words.  A  library  of  roughly  40,000 
textbooks  on  tape,  available  free 
of  charge  to  blind  students. 
Eligible  students  also  include  the 
visually  impaired,  the  learning 
disabled,  and  the  physically 
handicapped  who  cannot  handle 
printed  material. 

These  students  continually 
require  new  texts.  And  to  fill  this 
need,  volunteer  readers  make 
tapes  in  our  29  recording  studios 
across  the  country. 

We  urgently  need  readers  with 
technical  or  professional  back- 
grounds, and  native  speakers  of 
foreign  languages.  If  you  can  spare 
two  hours  a  week,  please  volunteer. 
We  are  a  non-profit  organization 
supported  by  contributions  from 
the  public. 

Recording  for  the  Blind  an  educational  lifeline 
215  East  58th  St.,  New  York,  NY  10022. 
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BUSINESS  OPPORTUNITIES 

(Advertisement) 

05,000  Cash  Paid 
!  Lease  Winner  in 
S  Gov't.  Lottery! 

mers  Collect  Millions$$ 

w  York.  N  Y.  (Special)  Robert  E  Bennett 
Rhode  Island  wrote  to  us  for  free  informa- 
1  and  entry  cards  on  the  U  S.  Gov't.  Lottery 
Oil  &  Gas  Lease  Rights,  and  the  third  time 
;ntered  he  won!  Collected  $105.000 cash  for 
'its  to  his  parcel.  PLUS  he  also  will  collect 
ally  payments  for  all  oil  pumped  from  the 
d.  You  too  could  be  a  big  winner  in  this  little- 
>wn  U.S.  Lottery.  Millions  of  dollars  have 
?n  paid  for  leases — hundreds  of  w  inners  ev- 
month  Any  U  S.  citizen  age  21  or  over  can 
er  for  a  tax-deductible  $  10  governmeni  fee 
r  FREE  REPORT.  Official  Entry  Cards, 
eels  to  be  draw  n.  w  rue  to:  Energy  Group  ot 
lerica.  3308  Empire  State  Bldg  Depi  to-' 
w  York.  N  Y  10001 

INANCIAL  BROKERS  NEEDED 

crative.  Prestigious  Opportunities 
>v  available.  W  ork  your  own  hours. 
•  experience  necessary.  National 
mpany  will  assist.  Also,  financing 
tvailable  for  all  worthwhile  projects 
competitive   rates.   Free  Details: 


D.F.C.  Corp. 


pt.  43-G-3  1145  Reservoir  Avenue 
Cranston.  Rhode  Island  02920 


WIN  BIG  OIL  MONEY 

$10  PER  FILING* 


'Special  Otter 
One  tiling  per  family 

To  introduce  you  to  this 
great  U  S  program 

The  U  S  Government  each 
month  sponsors  a  little- 
known  Oil  Lease  Drawing  If 
you  are  21  and  a  citizen  you 
can  compete  with  the  Oil 
Companies  for  this  Federal 
land  A  $10.00  ITax  Deduct- 
ible) fee  could  bring  you  as 
much  as  $100,000  immedi- 
ately plus  future  payments 

Call  for  Free  Brochure. 
1-800-327-6991  (Toll  Free) 

ML  &  GAS  CORP.  OF  COLORADO 

Dept  F-»,  1600  Broadway.  Suite  1685 
Denver  Colorado  80202 


tEJjIfckSTART  MAIL  ORDER  | 
SSJSSEt    PROFIT  BUSINESS  I 

Set  free  sample  import  from  Or-  I 
snt.  Shows  big  money  you  can  I 
nake  spare/full  time.  No  invest-  I 
nent  in  stock.  Clip  &  mail  today.  | 
Set  free  sample  import  and  big  | 
eport.  No  obligation.  Offer  limit-  ■ 
d  to  adults.  MELLINGER  CO.,  , 
i  1 00  Variel  Ave.,  Dept  A1593,  ■ 
Voodland  Hills,  CA  9I36..        »«  J 


MIL LIGAN   INC  Ouwer  T408.  Boulder.  CO  80307 


EXEC.  EDUCATION/BOOKS 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  68262 
Oakland.  California  94612 
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CAPITAL  TO  INVEST 

CREATIVE  FINANCING 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standby s-Takeout-Pcrmanent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach,  CA  92660 
714/640-1633 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

GOLD-SILVER 

Small  Colorado  mining  company  with 
proven  reserves  desires  to  sell  part  in- 
terest to  expand  production.  Excellent 
tax  shelter  benefits,  could  be  very  in- 
teresting for  a  publicly  traded  corpora- 
tion acquisition.  Serious  principals 
only,  please.  Write  GEMCO,  P.O. 
Box  46,  Blackhawk,  CO  80422. 

INVESTMENT  SERVICES 

SERVICES  FOR  THE  INVESTOR 

Western  farm  and  cattle  ranch  ac- 
quisitions. Qualified  analyst,  negoti- 
ator. Extensive  training  &  experience. 
Work  only  for  buyer. 

Write  or  Call  505-356-4325 
INVESTMENT  ENTERPRISES 
John  Hogg  "The  Buyer's  Agent" 
232  New  Mex.  Portales,  NM  88130 

BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 183  Forbes 
60  Fifth  Avenue 

New  York,  NY  1001! 


CRUDE  OIL 

Crude  Oil  contracts  wanted.  I 
have  buyers  worldwide  standing 
by.  Do  not  reply  unless  contracts 
can  be  verified.  Prefer  perform- 
ance bond  or  contract  numbers. 
Contact: 

STEVEN  HACKETT 
(207)  896-5894  Telex  804294 


EDUCATION 


FLINT  SCHOOL 


aboard  Te  Veqa  &  teQuest 

CoEd  10  18.  Aboard 
156'Te  Vega  and  173' 
TeQuest  (sailing  and 
anchoring  together 
in  foreign  ports)  your  student  will 
journey  into  educational  sanity  with 
the  4  R's  method  providing  students 
of  ability  with  motivational  incentive 
to  academic  excellence.  Grades  4  12. 
Drawer  F.P.O.Box  5809, Sarasota, Fl. 33579 


REAL  ESTATE 


BILLINGS.  MONTANA 
FARM 

Over  4,000  acres  irrigated  land  within 
60  miles  of  Billings  +  over  2,000  acres 
dryland  crops.  This  unit  also  includes 
over  3000  acres  of  range  -f  an  excel- 
lent shop  and  extensive  grain  storage. 
Over  3300  acres  is  under  pivot  sprin- 
klers with  very  short  lift  Irrigated 
lands  are  priced  under  $1,000  per  acre 
for  quick  sale.  Call  or  Write: 

HALL  AND  HALL  INC. 

P.O.  Box  1924 
Billings,  MT  59103 
(406)  252-2155 

Buying  Gold? 
WHOA 
Land  Is  a  Better  Buy! 

Avg  appr  (20%),  annl  return  (6-8%) 
fast  deprec,  large  inv.  credit  &  CD 
offered  with  low  interest.  Many  excel, 
investments;  large  &  small.  Prices  1/3 
of  111.  land. 

478A  rich  irrigated  land.  $504,000.  Est. 
$150,000  deprec  &  $100,000  inv.  credit. 
31  OA  improved  livestock  farm  $450,000. 
$100,000  inv.  credit.  $200,000  depr. 
Contact:  H.G.  Reynolds  Realty,  Inc. 
108  St.  Olaf  Ave.  N..  Canby,  MN 
56220,  Ph:  507-223-5931,  507-223-5894 

NEED  A 
TAX  SHELTER 

Let  me  sell  you  one  of  the  best  320- 
acre  Florida  Citrus  Grove  in  world- 
famous  Indian  River  district,  $5500 
per  acre.  Principals  only. 

Contact:  D.V.  KNIGHT  Jr. 
P.O.  Box  1148,  Vero  Beach,  FL  32960 
(305)  562-4155 

HILTON  HEAD  ISLAND,  S.C. 
OCEAN  FRONT  VILLA 

$6000  DOWN 
$59,900  FULL  PRICE 
Fully  furnished 
OCEAN  FRONT  VILLA 
on  Hilton  Head  Island. 
90%  Financing. 
CALL  COLLECT 
(FW12)  803-785-8666 


EXECUTIVE  GIFTS 

"Far  better  it  is  to  dare  mighty  things, 
to  win  glorious  triumphs,  even  though 
checkered  by  failure,  than  to  take  rank 
with  those  poor  spirits  who  neither 
enjoy  much  nor  suiter  much,  because 
they  live  in  the  gray  twilight  that  knows 
not  victory  nor  defeat."  Teddy  Roose- 
velt said  it,  now  you  can  own  this 
motto  beautifully  printed  on  fine  parch- 
ment. 8V2"  x  11",  ready  for  framing  for 
only  $3.95  ppd.  (two  for  $6  00  ppd.) 
CRAFTM ARK 
Box  6308F,  Marietta,  GA  30065 


TRS-80  COMPUTERS 

As  a  Radio  Shack  ■  Authorized  Sales 
Center  owned  &  operated  bv  Pan  Amer- 
ican Electronics.  Inc.,  we  can  sell  them 
for  less  No  taxes  collected  on  out  of 
state  shipments  We  pay  shipping  &  in 
surance 

TOLL  FREE  800/531  7466 
Texas  &  Main  No.  512/581  2765 
1117  Conway,  Mission,  Texas  78572 


REAL  ESTATE 


LAND 

residential 
industrial 
commercial 

30  MINUTES  NORTH 
OF  ATLANTA 

Cherokee  County  Georgia 


Kraft 
Land 


404  955-1414 

320  interstate 
_  North -Suite  105 

Services,  inc.  Atlanta  ca  30339 


OCEAN  FRONT  VILLA 

$5600  DOWN 
$55,900  FULL  PRICE 
Fully  Furnished 
OCEAN  FRONT  VILLA 
Nr  CHARLESTON  S.C. 
90%  Financing 

CALL  COLLECT 
(FW4D  803-588-2401 


**  LAND  WANTED  ** 

10,000  acres  or  more  in  the 
Sunbelt  with  attractive  natural 
amenities — lakes,  trees,  streams, 
mountains,  etc. 

Box  A 182  Forbes 
60  Fifth  Avenue 
New  York,  N.Y.  10011 


FREE  CATALOG 

Big  .  .  .  Free  SPRING  1980  Catalog 
describes  and  pictures  more  than  2,700 
farms,  ranches,  acreages,  recreational 
properties,  businesses,  town  and  coun- 
try homes  in  43  states  coast  to  coast! 
Please  specify  type  and  location  pre- 
ferred. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City.  MO.  64112 

BUSINESS  SERVICES 


KING  OF  800's 

A  NATIONAL  TOLL  FREE 

ANSWERING  SERVICE 
100  calls  per  mo  for  $25  per  mo 
Call  toll  free  for  information 
The  store  that  never  closes 
1-800-327-9009 
"TOLL  FREE  AMERICA  INC" 


MANUFACTURERS' 
REPRESENTATIVES 

LOOK  FOR  MANUFACTURERS' 
REPRESENTATIVES  WHERE 
THEY  ARE  LOOKING  FOR 

YOU  ...  in  the  Manufacturers'  agents' 
Newsletter.    Published   monthly,  the 
Newsletter  reaches  thousands  of  Man- 
ufacturers'  Representatives  who  are 
actively  seeking  new  lines  to  represent. 
Established  since  1966.  For  advertis- 
ing information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


Forbes:  CapitalistTool8 


one  out  of  every  7  FORBES 
subscribers  is  a  millionaire 


He  that  wants  hope  is 
the  poorest  man  alive. 
Thomas  Fuller 


Nothing  that  is  worth  doing  can  he 
achieved  in  our  lifetime;  therefore 
we  must  be  saved  by  hope. 
Reinhold  Niebuhr 


The  obligation  to  endure 
gives  us  the  right  to  know. 
Michel  de  Montaigne 


Doubters  do  not  achieve; 
skeptics  do  not  contribute; 
cynics  do  not  create. 
Calvin  Coolidge 


Every  man  prefers  belief 
to  the  exercise  of  judgment. 
Seneca 


A  Text . . . 

Build  ye  houses,  and 
dwell  in  them;  and 
plant  gardens  and  eat 
the  fruit  of  them. 
Jeremiah  29:5 


Sent  in  by  Jane  N.  Weiss,  Flushing,  N.Y. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Ignorance  of  one's 
misfortunes  is  clear  gain. 
Euripides 


It  is  necessary  to  hope,  though 
hope  should  always  be  deluded; 
for  hope  itself  is  happiness, 
and  its  frustrations,  however 
frequent,  are  less  dreadful 
than  its  extinction. 
Samuel  Johnson 


Doubt  is  not  a  pleasant 
mental  state,  but  certainty 
is  a  ridiculous  one. 
Voltaire 


Thoughts 

on  the  Business  of  I  ife 


Believe  in  yourself,  your 
neighbors,  your  work,  your 
ultimate  attainment  of  more 
complete  happiness.  It  is 
only  the  fanner  who  faithfully 
plants  seeds  in  the  spring  who 
reaps  a  harvest  in  the  autumn 
B.C.  Forbes 


Faith  is  the  bird  that 
feels  the  light  and  sings 
when  the  dawn  is  still  dark. 
Rabindranath  Tagore 


Action  and  faith  enslave 
thought,  both  of  them 
in  order  not  to  be  troubled  or 
inconvenienced  by  reflection, 
criticism  and  doubt. 
Henri  Frederic  Amiel 


Calmness  is  only  another 
word  for  confidence,  and 
confidence  is  faith  in  action. 
A.R  Gouthey 


Selfhood  begins  with 
family  and  society, 
becomes  modified  by 
ideas  and  emotions,  but 
ultimately  grows  to 
maturity  in  the  context 
of  trial  and  error. 
Bruce  McClellan 


Man  seeketh  in  society 
comfort,  use  and  protection. 
Francis  Bacon 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


When  the  outlook  isn't 
good,  try  the  uplook. 
Elmer  G.  Leterman 


I  like  the  dreams  of 
the  future  better  than 
the  history  of  the  past. 
Thomas  Jefferson 


We  either  walk  forward, 
fall  back  or  take  root. 
Charles  W.  Kellog 


It's  good  to  have 
your  feet  on  the  ground, 
but  keep  them  moving. 
Arnold  Glasow 


Pray  for  a  good  harvest 
but  keep  on  hoeing. 
Slovenian  Proverb 


I  have  never  known  a  man 
who  died  from  overwork, 
but  many  who  died  from  doubt. 
Charles  Mayo 


Doubts  are  more  cruel 
than  the  worst  of  truths. 
Moliere 


The  misfortunes  hardest  to  bear 
are  those  which  never  come. 
James  Russell  Lowell 


Never  let  the  future 
disturb  you.  You  will 
meet  it,  if  you  have  to, 
with  the  same  weapons  of 
reason  which  today  arm 
you  against  the  present. 
Marcus  Aurelius 


The  miserable  have  no  other 
medicine,  only  hope. 
Shakespeare 


Real  generosity  toward 
the  future  consists  in  giving 
all  to  what  is  present. 
Albert  Camus 
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Only  9 mg  tar 


See  the  Bay  Hill  Classic  sponsored  by  Rich  Lights  on  NBC-TV 
Saturday  and  Sunday  March  1  &  2. 


■  .. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


9  mg.  "tar".  0 .8  mg.  nicotine  av;  per  cigarette  by  FTG  method. 


"When  corporate  customers 

talk  to  me,  they  're 
talking  toThe  ChaseBank!' 


"The  Relationship  Manager  is,  in  effect,  the  customer's 
advocate  at  the  bank— an  important  responsibility. 

My  division's  book  of  business  encompasses  the  land  transportation  industry. 
Auto  manufacturers,  auto  suppliers,  railroads  and  railroad  suppliers, 
motor  carriers . . .  corporations  of  just  about  every  size. 

"The  Chase  Bank  has  a  total  capability.  We're  able  to 
respond  to  the  whole  range  of  a  customer's  international, 

as  well  as  domestic,  financial  needs.  There's  hardly 
anything  that  we  don't  do.  It  is  full  service  in  every  sense. 


'The  senior  people  in  this  institution  have  great  confidence 
in  the  officers  they  send  out  to  represent  the  bank  in 
the  marketplace. 

"Any  Chase  Relationship  Manager,  whether  an 
assistant  treasurer  or  a  vice  president,  has  the  clout 
to  bring  the  full  scope  of  our  bank  to  a  company. 


The  Chase  Bank.  A  worldwide  network  of  branches  and  affiliates  providing 
vast  sums  of  money  and  essential  banking  services  for  clients  in  over  100  countries. 
What  we  offer  is  yours  through  your  Chase  Relationship  Manager. 
Call  on  today's  Chase  Bankers  today. 


obert  B  Weaver 

ice  President/Division  Executive 
and  Transportation 
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Doesn't  eve 


1948.  First  Rolls-Royce  jet  engine  produced  under 
licence  in  U.S. 


1953.  First  jet  vertical  take-off.  Developed 
by  Rolls-Royce. 


1954.  First  commercial  prop-jet  in  North  American 
service.  Powered  by  Rolls-Royce 


1958.  First  Transatlantic  crossing  by  jet  airline  sei 
Powered  by  Rolls-Royce. 


1960.  First  turbofan  engine.  Built  by  Rolls-Royce. 


1976.  First  scheduled  supersonic  passenger  flig 
Powered  by  Rolls-Royce. 


/  American 
i  pioneer? 

Once  upon  a  time,  every  aircraft  had  a  propeller  and  a  set  of  spark  plugs. 

Then  Frank  Whittle  invented  the  turbojet  engine  and  the  race  was  on  to  turn  it 
)  a  commercial,  production-line  reality 

Temperatures  in  a  jet  engine  can  range  from  -48° to  +1300° centigrade. 

Who  could  make  components  that  would  reliably  stand  up  to  that? 

Many  tried.  Rolls-Royce  succeeded.  In  1942  the  first  Rolls-Royce  jet  engines 
-e  built  in  England,  and  six  years  later  they  were  built  under  licence  in  the 
ted  States. 

Then  in  1952,  this  new  invention  went  into  airline  service  for  the  first  time  and 
)  years  later  was  used  on  the  first  commercial  prop-jet  in  North  American  service. 

On  both  occasions  the  engine  was  a  Rolls-Royce. 

Having  abolished  the  piston  engine,  Rolls-Royce  now  set  about  abolishing 
runway  And  in  1953  the  "Flying  Bedstead"  took  vertically  to  the  air,  the  first  aircraft 
ir  to  do  so. 

Meanwhile,  the  pace  of  jet  engine  development  was  speeding  up. 

In  1958,  the  jet  was  powerful  and  reliable  enough  to  go  into  regular  transatlantic 
vice.  The  first  engine  to  make  the  trip  was  a  Rolls-Royce. 

By  1960  turbojets  had  become  commonplace.  So  Rolls-Royce  built  the  first 
x)fan,  a  design  with  vastly  improved  fuel-efficiency 

Having  developed  the  standard  aero-engine  of  the  last  quarter  of  this  century 
Is-Royce  set  out  to  better  it. 

There  was  now  only  one  barrier  to  progress:  the  sound  barrier 

And  this  we  crossed  at  11am  on  21st  January  1976,  when  an  Olympus  593 
:ame  the  first  engine  to  power  a  scheduled  passenger  flight  through 
chl 

Now  of  course,  we're  not  suggesting  we've  been  the  only  runners 
ms  race  for  a  better  aircraft  engine. 

But  we  do  claim  to  be  the  front  runners. 

ROLLS-ROYCE  INC,  375  PARK  AVENUE,  NEW  YORK,  NEW  YORK  10022, 


ROLLS 


ROYCE 


Forbes 


Side  Lines 


Editor 

|AMES  W   Mil  HAII.S 


Managing  Editor 

Sheldon  Zalaznick 


Executive  Editors:  Dero  A  Saunders,  James  Cook, 

Norman  Pearlstine  (West  Coast  and  Pacific) 

Economics  Editor:  Ben  Weberman 

Art  Director:  Everett  Halvorsen 

Senior  Editors:  Ruth  M  Gruenberg, 

Robert  J.  Flaherty,  Geoffrey  Smith,  Howard  Rudnitsky, 

Jefferson  Grigsby,  |ohn  A.  Conway. 

Stanley  H.  Brown,  Malcolm  S.  Forbes  Jr. 

Contributing  Editors:  Richard  Phalon, 

Clothield  Spencer 

Associate  Editors:  Paul  Gibson,  lean  A  Bnggs, 

Phyllis  Berman,  Subrata  Chakravarty 

Staff  Writers:  Harold  Sencker,  lames  O'Hanlon, 

Allan  Sloan,  Carol  E.  Curtis,  Stanley  Ginsberg 

Reporters:  Betty  Franklin,  Richard  Greene,  Sharon 

Reier,  Steven  Flax,  Thomas  Jaffe 

Reporter- Researchers:  Flora  S.H.  Ling,  Chief; 

William  Harris  Gerald  Odening, 

Linda  Gasparello,  Christine  Miles,  Alyssa  Lappen, 

|ane  Carmichael,  loan  FitzGerald,  Thomas  Baker, 

Jeff  Blyskal,  Anne  Bagamery,  Tom  Chesser 

Washington  Bureau:  Jerry  Flint,  Manager; 

Fem  Schumer,  Beth  Brophy,  Ann  Hughey 

West  Coast  Bureau:  Kathleen  K  Wiegner,  John  Merwin, 

Michael  Kolbenschlag,  Nick  Galluccio,  Ellen  Pans 

Southwestern  Bureau:  Tedd  A  Cohen,  Tom  L.  Mack 

Midwestern  Bureau:  Bob  Tamarkin,  Manager; 

Lisa  Gross 

European  Bureau:  Lawrence  Minard,  Manager; 
Barbara  Ellis 

Copy  Department:  Donald  E  Zipperer  Chief; 

Marlene  Mandel,  Deputy;  Dolores  Guilhot,  Jane  Lashaw 

Art  Department:  Roger  Zapke,  Ronda  Kass,  Assistant 

Directors;  Nikki  Frost,  Photo  Editor; 

Philip  Gefter,  Assistant  Photo  Editor 

Columnists:  Heinz  H.  Biel,  Thomas  P  Murphy, 

Stanley  W.  Angnst,  John  Train,  Martin  T  Sosnoff 

Director  of  Production:  John  J  Romeo; 

Robert  M  Rosengarten,  Edward  B  Morgan, 

Robert  D  McDamel,  Assistants 

Advertising  Production:  Patncia  Deckelnick 

Photocomposition:  lames  Cianelh,  Manager; 

Karen  Heuler,  Assistant;  Lynn  Caspar,  Johnnie  English, 

Arthur  Petz 

Information  Services:  Robert  M  Sterenson,  Manager 
Library:  Dolores  A.  Lataniotis,  Chief;  Clarita  Jones, 
Santiago  Alvarado,  Gloria  Katz 

Statistic!,:  Donald  E.  Popp,  Editor;  Mana  M  Latorraca, 
Associate  Editor;  Edward  Sakalian,  Ann  Oliver 
Paul  Bornstein,  William  J  Kerr  Jr.,  Stephen  Gilbarg 


President  and  Editor-in-Chief 

Malcolm  S  Forbes 


Publisher 

James  J  Dunn 


Executive  Vice  President 

Leonard  H  Yablon 


Vice  President  and  Secretary:  Malcolm  S  Forbes  Jr 
Vice  President  and  Controller:  Joel  B  Redler 
Vice  President  and  Treasurer:  Leonard  Greenberg 
Vice  President  and  Assistant  Publisher: 

Christopher  Forbes 

Director  of  Advertising:  Stephen  G.  Nicoll 
Director  of  Corporate  Communications: 

Wm.  Donald  Garson 

Director  of  Circulation:  |ohn  M.  Thornton 

Director  EDP:  Jerome  Hoffman 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.,  1001 1. 

Peter  M  Schoff,  Manager,  (212|  620-2232 

Arnold  I  Pnves,  Fin'l  Adv.  Mgr.;  George  C.  Clissold; 

Donald  W  MacDonald;  G  Croft  Henry;  |ohn  Wilson; 

Richard  Calkins; 

James  W.  LaCingnola,  Dir.  Int'l  Adv., 

H.  Duncan  McMillan,  Dir.  Spec.  Pro).; 

Thomas  G.  Petersen 

Atlanta:  550  Pharr  Rd.  N.E.,  30305, 

Charles  S.  Thorn  Jr.,  Manager;  |404)  233-2457 

Chicago:  435  N.  Michigan  Ave.,  6061 1, 

Richard  W  Reynolds,  Manager,  (312)  467-5000 

James  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building,  44114, 

James  B  Norton,  Manager  (216|  771-1271 

Dallas:  4681  First  National  Bank  Building,  75202, 

Donald  R  Brown,  Manager,  |214)  742-7001 

William  R  Arnold,  Co-Dir.  Spec  Proi 

Detroit:  3331  West  Big  Beaver  Rd.,  Troy,  Mich.  48084, 

Richard  E  Forbes,  Manager;  (313)  643-0105 

Los  Angeles:  5900  Wilshire  Blvd.,  90036, 

Craig  E.  Miller,  Manager;  (213)  931-8131 

San  Francisco:  625  Market  St.,  94105, 

lohn  B.  Cunningham,  Manager;  (415)  788-2366 

Classified:  Sarah  Madison;  (212)  620-2371 

60  Fifth  Ave.,  New  York,  N  Y.  1001 1 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave..  New  York,  N.Y.  10011 


PAID  CIRCULATION  OVER  680,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1964) 


Where's  the  storm  door, 
Mr.  Mayor? 


Mayor  Koch  with  Forbes'  Phalon  and  FitzGerald 
The  guest  of  honor  was  persuasive  ...uptoa  point. 


The  cover  story  in  this  issue  started  with 
a  lunch  at  the  Forbes  town  house.  The 
guest  of  honor  was  Edward  I.  Koch.  The 
Mayor  succeeded  in  convincing  Forbes 
that  if  his  formidable  energies  were 
plugged  into  New  York  City's  generating 
system,  there  would  be  no  need  for  Con 
Ed.  Koch  was  less  successful  in  persuad- 
ing the  editors  that  the  city's  financial 
state  had  improved  to  the  point  where 
near-bankruptcy  was  only  a  memory. 

Contributing  Editor  Richard  Phalon 
and  Reporter-Researcher  Joan  FitzGerald 
were  asked  to  look  into  the  merits  of  the 
case.  They  hit  the  interview  trail  with 
stops  that  included  bond  rating  agency 
officials,  former  city  officials,  labor  lead- 
ers, Deputy  Mayor  Nat  Leventhal,  Bud- 
get Director  James  Brigham  Jr.  and  Her- 
bert Bienstock,  the  recently  retired  re- 
gional commissioner  of  the  Bureau  of 
Labor  Statistics. 

Koch  was  one  of  the  last  interviews  to 
go  into  the  tape  recorder.  Phalon,  who 
has  interviewed  every  New  York  City 
mayor  since  Robert  F.  Wagner,  was  im- 
pressed with  Koch's  zest  for  detail — an 
agreeable  quality  in  a  breed  that  is  usual- 
ly more  interested  in  policy  than  in  oper- 
ations, in  ideology  than  in  reality.  For 
example,  rising  fuel  costs — a  little  matter 
of  an  additional  $58  million  in  the  cur- 
rent financial  plan — is  one  of  Koch's  big 
problems.  Understandably,  he  com- 
plained bitterly  every  time  the  front  door 
at  Gracie  Mansion  opened  and  an  icy 
blast  whistled  off  the  nearby  East  River 
into  his  snug  sitting  room.  "Hey,"  he 
shouted  to  staffers  who  entered  during 


the  Forbes  interview,  "shut  that  door. 
As  FitzGerald  and  Phalon  left,  they  spo 
ted  the  reason  for  Hizzoner's  chilblain 
Only  the  mesh  of  last  summer's  screej 
door  stood  between  his  front  door  an 
the  weather.  The  storm  door  that  shoul 
have  been  there,  we  surmise,  was  sti 
stashed  away  in  the  attic — a  warm,  hi 
manizing  thought  in  a  cold  season. 

Designing  the  cover  for  this  issue  in 
volved  a  normal  amount  of  heated  dis 
cussion  within  the  art  department, 
rabble  there  argued  for  a  pose  projectiii 
New  York's  Mayor  as  a  man  of  action 
parrying  here,  slashing  there,  overbur- 
dened and  under  siege.  Art  Director  El 
Halvorsen  argued  for  a  more  formal 
statement — a  portrait  of  New  York's 
Mayor  in  a  historic  moment,  caught  in 
the  midst  of  whirling  events  but  noj 
their  victim,  neither  overwhelmed  nof 
unresourceful  but,  rather,  inner-directed 
and  doughty.  To  no  one's  surprise,  irj 
view  of  the  way  the  art  department 
works— participatory  fascism  is  the 
mode— the  art  director  prevailed. 

Accordingly,  illustrator  John  Thomp-j 
son  was  assigned  to  render  Mayor  Koch 
as  you  see  him  on  the  cover.  A  realist  inl 
every  way,  Thompson  knew  it  would  be 
impossible  to  get  the  Mayor  to  stand  still 
long  enough  for  a  formal  sitting.  Instead, 
he  armed  himself  with  dozens  of  refer- 
ence photos,  then  went  down  to  the 
Mayor's  office  in  City  Hall — when  Koch 
was  out,  of  course — and  shot  up  the  place 
with  his  camera  to  catch  every  detail. 
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Introducing 
the  only  compact 

with  so  many 
luxury  features. 


Digital  display 


Computer  diagnostics 


Automatic  return  to  1 


The  Xerox  name 


23  copies  per  minute 


First  copy  in  5.4  seconds 


Semi-automatic 
document  handler 

Flat  platen  glass  for 
copying  bound  volumes 

Contrast  control 


Digital  touch  controls 


Letter-to-legal  shift  lever 


Four  wheels 


With  an  overall  width  of  26  inches,  you  can  park  the  new 
Xerox  3300  Copier  in  the  smallest  of  office  spaces. 

It  speeds  from  zero  to  23  copies  in  only  60  seconds.  It's 
economical,  using  regular  paper  instead  of  the  premium  kind. 

And  it  comes  complete  with  all  the  luxury  features 
indicated  above. 

So  call  your  local  Xerox  representative. 

And  test-drive  the  compact  with  the  one  luxury  feature 
found  only  on  the  finest  of  copiers.  %  /  CDOV 

The  Xerox  name.  AtKUA 


Available  in  major  U.S.  cities  early  1980. 


XEROX®  and  3300  arc  trademark*  of  XEROX  CORPORATION 


Most  of  us  have  perfectly  good  ears. 

So  why,  then,  are  we  such  perfectly  awful  listeners-listening 
on  the  average  at  a  25%  level  of  efficiency. 

The  fact  is,  there  s  a  lot  more  to  listening  than  hearing. 

After  we  hear  something,  we  must  interpret  it.  Evaluate  it. 
And  finally,  respond  to  it.That's  listening. 

And  it's  during  this  complex  process  that  we  run  into  all  kinds 


V  TO  LISTEN 
THAN  TWO 
EARS. 

if trouble.  For  example: 

We  prejudge—sometimes  even  disregard— a  speaker  based  on  his 
ielivery  or  appearance. 

We  let  personal  ideas,  emotions  or  prejudices  distort  what  a 
person  has  to  say. 

We  tune-out  subjects  we  consider  too  difficult  or  uninteresting. 

And  because  the  brain  works  four  times  faster  than  most 
People  speak,  we  too  often  wander  into  distraction. 

Yet  as  difficult  as  listening  really  is,  it's  the  one  communication 
skill  we're  never  really  taught. 

Well,  as  a  corporation  with  more  than  87,000  employees,  we 
it  Sperry  are  making  sure  we  use  our  ears  to  full  advantage. 

Weve  set  up  expanded  listening  programs  that  Sperry  personnel 
rom  our  five  divisions  worldwide  can  attend.  Sales  representatives, 
sperry  Univac  computer  engineers.  Even  the  Chairman  of  the  Board. 

Were  convinced  that  effective  listening  adds  a  special  dimension 
o  what  we  can  do  for  our  customers.  And  when  you  speak  to 
someone  from  Sperry  we  think  youll  be  equally  convinced. 

It's  amazing  what  more  than  two  good  ears  can  do. 


We  understand  how  important  it  is  to  listen. 

Sperry  is  Sperry  Univac  computers,  Sperry  New  Holland  farm  equipment, 
Sperry  Vickers  fluid  power  systems,  and  guidance  and  control  equipment 
from  Sperry  division  and  Sperry  Flight  Systems. 


Do  you  have  more  than  two  good  ears? 
Write  to  Sperry,  Dept.  4D,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019 
for  a  listening  quiz  that's  both  fun  and  a  little  surprising. 


Trends 


Art  and  the  Ayatollah 

The  Ayatollah  Khomeini  probably  never 
gave  it  a  thought  but  he  did  art  bargain 
bunters  a  favor  when  he  drove  the  Shah 
and  his  court  out  of  Iran.  Tehran's  big 
spenders  had  a  penchant  for  Persian  art 
of  comparatively  recent  vintage  (mainly 
the  19th  century)  and  had  pushed  prices 
in  that  area  to  regal  heights.  When  the 
Shah's  regime  collapsed,  so  did  that  seg- 
ment of  the  Islamic  art  market.  At  the 
close  of  1979,  for  instance,  a  17th-cen- 
tury Shirazi  manuscript  that  was  valued 
at  up  to  $20,000  in  1978  sold  for  $5,000 
in  New  York's  Sotheby  Parke  Bernet. 
Persian  Qajar  paintings,  calligraphy,  pen 
boxes,  mirrors  and  book  covers,  which 
soared  out  of  sight  between  1974  and 
1978,  are  bargains  today.  Qajar  lacquered 
pen-boxes,  once  commanding  up  to 
$16,000,  now  go  for  $1,800.  Other  Islam- 
ic art,  however,  continues  to  climb  in 
price.  Arab  and  Western  collectors  (the 
latter  mostly  from  Britain  and  West  Ger- 
many) are  bidding  hard  for  art  from  the 
8th  through  the  16th  centuries — ancient 
Kufic  calligraphy,  pottery  and  metalwork 
from  Egypt  and  Syria.  An  Abbasid-dyn- 
asty  storage  jar  from  pre- 10th-century 
Syria,  which  its  dealer  had  valued  at  $600 
to  $900,  sold  for  $3,400  at  a  recent  New 
York  auction. 

The  price  of  fame 

When  Olympic  speed  king  Eric  Heiden 
talked  blithely  of  selling  his  five  gold 
medals  (causing  palpitations  among  his 
endorsement-happy  agents),  how  much 
money  was  the  skating  champion  talk- 
ing about?  Each  decoration,  according  to 
Olympic  officials,  adds  up  to  10.34 
ounces  of  silver  with  a  six-gram  gold 
coating.  The  silver  is  worth  about  $340 
at  current  prices;  the  gold  $125  to  $130. 
So  Heiden  would  get  something  like 
$435  to  $500  per  medal. 

A  caveat  from  Detroit 

Not  surprisingly,  General  Motors  Chair- 
man Thomas  A.  Murphy  wants  business 
tax  cuts  to  spur  investment;  more  sur- 
prisingly, he  would  hesitate  to  make 
them  now,  with  inflation  surging.  Asked 
what  he  would  do  about  taxes  if  he  were 
Secretary  of  the  Treasury,  Murphy  an- 
swered: "I  would  go  very  slowly  at  the 
moment.  My  first  priority  will  be  to  get 
the  country  weaned  away  from  deficit 
spending,"  and  only  then  start  providing 
incentives  for  capital  investment.  Mur- 
phy favors  faster  depreciation,  more  gen- 
erous investment  tax  credits,  an  end  to 
double  taxation  of  dividends  and  a  lower 
capital  gains  levy,  a  program  that  he 


thinks  would  pay  for  itself.  But  he  -adds 
this  caveat:  "I  don't  know  if  I  would 
chance  it  if  there  were  even  a  suspicion 
created  in  the  minds  of  anyone  that  I  was 
giving  up  on  the  fundamental  fight 
against  inflation." 

Japan's  new  hustler 

Baseball  may  be  America's  pastime  but  it 
will  wear  a  made-in-Japan  label  if  super- 
star Pete  Rose  can  hustle  haberdashery 
the  way  he  does  base  hits.  The  game's 
Player  of  the  Decade  has  signed  on  to 
promote  baseball  shoes  and  gloves  made 
by  the  Mizuno  Corp.,  which  claims  its 
$650  million  in  annual  sales  makes  it  the 
biggest  general  sporting  goods  company 
in  the  world.  About  95%  of  all  baseball 
gloves  have  been  made  in  the  Orient  for 
years,  but  until  Mizuno  decided  to  go  off 
on  its  own  three  years  ago,  they  carried 
U.S.  labels.  (Mizuno  made  them  for  both 
Wilson  and  Rawlings,  two  leading 
American  firms.)  The  Japanese  maker 
already  has  $10  million  in  U.S.  sales,  but 
it  now  has  Rose,  having  waited  patiently 
for  Charlie  Hustle's  promotion  contract 
with  MacGregor  to  run  out.  The  deal, 
worth  at  least  $500,000  to  Rose,  was 
signed  last  month.  His  Mizuno  wares 
will  be  marketed  in  the  U.S.  by  Curley- 
Bates  Co.,  a  privately  owned  West  Coast 
distributor  whose  president,  George 
Sheldon,  says  it  will  spend  $1  million 
this  year  to  promote  them.  To  head  off  at 
least  some  of  the  expected  anti-import 
critics,  Rose  carefully  emphasizes  that 


Peter  Edward  Rose,  first  baseman 

Charlie  Hustle  scores  off  the  diamond. 


the  leather  in  his  gloves  is  100%  Ameri- 
can, tanned  and  shaped  in  Japan.  Withi 
characteristic  modesty,  Rose  predicts! 
that  Mizuno  gloves,  now  number  three, 
will  soon  be  number  one. 

Vive  le  franc 

France's  Premier  Raymond  Barre  has 
caught  on  to  the  fact  that  his  country  has 
almost  270  million  silver-based  coins  ini 
circulation  in  5-,  10-  and  50-franc  de- 
nominations (the  franc  is  worth  about  25i 
U.S.  cents).  With  silver  prices  following! 
gold  up  the  price  spiral,  thrifty  French- 
men have  been  busy  melting  down  the! 
coins  or  stashing  them  in  their  mattress- 
es. Paris  has  now  directed  that  the  silver 
be  taken  out  of  circulation,  but  since 
those  turning  coins  in  will  get  back  only 
their  face  value,  or  one-sixth  of  estimated 
scrap  value,  the  meltdown  and  the  hoard- 
ing are  expected  to  accelerate.  (The  U.S. 
stopped  minting  silver  coins  in  1964,  ex- 
cept for  the  Eisenhower  dollar  and  coins 
to  mark  the  1976  Bicentennial  Year.) 

The  credit-card  crunch 

While  the  Federal  Reserve  is  fighting  to 
constrain  business  borrowing  by  crank- 
ing up  the  prime  rate,  banks  are  fighting 
their  own  battle  to  cut  consumer  borrow- 
ing, particularly  on  credit  cards.  The 
banks'  problem  is  that  state  usury  laws 
put  a  ceiling  on  what  they  can  charge 
(18%  is  a  popular  limit)  while  the  money 
they  must  use  is  costing  16%  or  17%. 
Thus  profit  on  card  users  has  vanished. 
Some  banks  (in  California,  for  one  place) 
were  running  ads  urging  shoppers  to 
leave  their  plastic  money  at  home.  Oth- 
ers are  taking  a  more  direct  approach. 
Some  have  stopped  issuing  new  cards. 
Michigan  National,  which  enjoys  a  large 
cardholder  base,  has  just  told  its  custom- 
ers that  starting  in  April  they  will  have 
to  pay  a  flat  $10-a-year  "membership 
fee,"  the  standard  rule  for  travel  and  en- 
tertainment cards.  The  Michigan  bank 
may  have  company  soon.  A  Rhode  Island 
bank  hopes  to  slap  a  similar  charge  on  its 
cardholders  and  two  in  Massachusetts 
plan  to  do  the  same. 

Buying  America 

Washington  may  finally  get  a  handle  on 
exactly  how  many  and  what  kinds  of 
U.S.  properties  and  businesses  foreigners 
are  acquiring.  Congress  directed  the 
Commerce  Department  in  1976  to  start 
policing  such  buying  and  ordered  foreign- 
owned  businesses  to  file  on  their  deal- 
ings. In  1979  a  new,  more  detailed  form 
came  into  use.  Commerce  now  has  about 
1,000  of  these  reports  but  James  L.  Bom- 
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THE  WINTER  OLYMPIC 
TIMING  DEVICES  HAVE  BEEN  BROUGHT 
TO  YOU  IN  RECORD-BREAKING  TIME. 


Recently,  Emery  displayed  its 
world-class  speed  in  an  Olympic 
event. 

We  moved  over  3,000  pounds 
of  Olympic  timing  devices  from 
Switzerland  to  America  in  less  than 
24  hours. 

Playing  a  part  in  The 
Winter  Olympics  comes 
naturally  to  us  at  Emery. 
After  all,  we  know  what  / 

it  s  like  to  race  against       ^  ■■   

the  clock.  And  to  be 
judged  against  tough 


competition. 

Of  course,  we  do  it  every  single 
day.  Not  just  once  every  4  years. 

So  whether  you  have  an  Olympic- 
sized  shipment  or  something  a  little 
more  office-sized,  just  give 
Emery  a  call. 

We'll  take  care  of 
it  in  no  time. 


XIII  OLYMPIC 
•.WINTER 
GAMES 
I  LAKE 
PI  \(  II  I 
I'lHI  I 


THE  OFFICIAL  AIR  FREIGHT  AND  EXPRESS  SERVICE 
FOR  THE  1980  OLYMPIC  WINTER  GAMES 

EMERU 

FROM  HERE  TO  THERE,  OVERNIGHT. 


One  of  our  customers 
asked  us  to  make 
75  money  transfers  by  1:30. 

This  is  when  they  asked  us. 


One  of  our 
corporate  customers 
had  a  big  problem  dealing 
with  small  amounts  of  time. They 
raced  to  read  money  transfers  to  us  over  the  phone, 
right  before  their  transfer  deadline.  Even  at  its 
fastest,  this  method  wasn't  fast  enough.  So  they 
asked  us  to  develop  a  quicker  way  to  beat  the  clock. 

Our  Custom  Cash  Management  team  wound 
up  with  a  unique  solution— they  used  our  Cash 
  Connector  to  let  the  customer's  com- 
puter speak  directly  to  ours.  The  result 
was  a  system  with  inhuman  speed  and  ac- 
curacy. In  only  3  minutes,  the  computers 


can  make  hundreds 
transfers,  without  a 
single  error. 
For  a  custom  look  at  your  cash 
management  problems,  contact  Bankers  Trust. 
Because  if  your  problems  aren't  exactly  like  every- 
body else's,  your 
banker  shouldn't 
be.  either. 


Custom  Cash 
Management 

BankersTrust 


Company 


Member  FDIC  ©  Bankers  Trusi  Company 


Trends 


kamp,  head  of  the  foreign  investment 
division,  doesn't  expect  the  data  to  be 
analyzed  fully  until  late  this  year.  Farm- 
2rs  and  their  spokesmen  on  Capitol  Hill 
have  raised  intermittent  clamor  about 
foreign  "takeovers,"  and  in  1974  Con- 
gress passed  a  disclosure  law  to  calm 
:heir  fears.  The  most  recent  information 
:ollected  under  that  mandate  showed 
:hat  real  estate  didn't  even  place  in  the 
:op  five  among  foreign  investors,  draw- 
ing only  about  $900  million.  Manufactur- 
ng,  by  contrast,  accounted  for  $16.3  bil- 
ion  (with  chemicals  alone  representing 
55.6  billion);  wholesale  and  retail  busi- 
lesses  had  drawn  $9  billion,  petroleum 
£8  billion,  insurance  $3  billion  and  fi- 
nance $2.5  billion.  Commerce  gives  total 
oreign  investment  in  the  U.S.  a  book 
/alue  of  $41  billion.  And  who  is  buying? 
rhe  Netherlands  ranked  first  with  25%; 
:he  U.K.  and  Canada  each  had  15%;  the 
>%-to-8%  brackets  included  West  Ger- 
nany,  Switzerland,  Japan,  France  and 
:he  Netherlands  Antilles.  The  informa- 
:ion  called  for  by  the  new  law  is  supposed 
:o  give  Commerce  a  sounder  and  more 
letailed  data  base. 

Color  on  wheels 

\s  automobiles  get  smaller,  they'll  get 
iarker,  predicts  Jon  Hall,  design  and  col- 
jr  engineer  for  PPG  Industries,  a  major 
supplier  of  Detroit's  paint.  During  the 
980s,  manufacturers  will  use  black  and 
jther  dark  shades,  Hall  says,  to  make 
:heir  cut-down  fuel-efficient  cars  look 
nore  luxurious.  All  is  not  lost,  however, 
lusset,  gray  and  green  may  be  on  the 
vay  out,  but  eye-catching  hues  like  me- 
allic  gold  and  blue-maroon  are  on  the 
vay  in,  the  PPG  man  says. 

The  law  and  the  budget 

Relieve  it  or  not,  President  Carter's  1981 
mdget  and  its  $16  billion  deficit  could  be 
igainst  the  law.  That  is  the  contention  of 
Senator  Harry  F.  Byrd  Jr.,  the  Virginia 
ndependent,  who  says  that  Section  7  of 
'ublic  Law  95-435  decrees  that,  begin- 
ling  with  fiscal  1981,  the  federal  govern- 
nent's  spending  is  not  to  exceed  its  re- 
:eipts.  Byrd  ought  to  know.  Section  7 
vas  his  creation,  which  he  tacked  on  to 
in  unrelated  International  Monetary  bill 
hat  the  President  signed  in  October 
978.  The  law  provides  no  penalties  for 
in  unbalanced  budget,  however,  and  no 
me  seems  to  be  paying  much  attention 
o  the  65-year-old  Virginian  anyway, 
vlost  of  his  colleagues  apparently  inter- 
net Byrd's  rider  as  calling  for  an  "in- 
ent"  to  balance  the  federal  budget,  and 
hat  red  ink  is  still  legal  if  it's  needed. 


Micromite,  a  full-featured  portable  that 
lets  you  capture  every  idea  instantly— 
any  place,  any  time.  Micromiie  uses 
small,  easy-to-use  micro  cassettes.  It 
has  our  exclusive  Q-Alert,  so  you  can 
"flag"  special  instructions  for  your 
secretary.  And  it's  compatible  with  our 
new  Micro  Master,  the  first  desktop 
system  with  microprocessor  technology. 

©Dictaphone 

Instruments  of  Leadership 
r — — — — - — — —  

'  For  more  information,  fill  in  the  coupon  or  call  toll-free-  1 

800-431-1708 

(In  New  York,  call  914-967-2249) 


Name  

Telephone. 

Address  

City  


Title. 


.State. 


-Zip- 


Mail  to:  Dictaphone  Corp.  TF-30 
105  Oak  Street  Norwood,  New  Jersey  07648 

Dictaphone,  Micromite,  Micro  Master,  Microdictation,  and 
Q-Alert  are  trademarks  of  Dictaphone  Corporation,  Rye,  N.Y. 
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FLORIDA'S  BEST 
BUSINESS  ENVIRONMENT. 


In  a  tree-filled,  campus-like  setting,  in  the 
heart  of  the  Miami/Ft.  Lauderdale  area, 
more  than  80  companies  have  found  the 
perfect  home.  In  the  Miami  Lakes 
office/industrial  park. 

The  park  is  well-established,  with 
over  3  million  square  feet  occupied. 
It's  15  minutes  from  Miami  Interna- 


tional Airport,  right  next  to  one  of  the 
finest  labor  pools  in  the  South.  And 
the  town  of  Miami  Lakes  is  one  of  the 
most  desirable  residential  communities 
in  Florida.  For  more  information  on  office 
and  industrial  sites  in  Miami  Lakes,  just 
call  or  write  Billie  Anne  Murphy,  Vice- 
President,  Industrial  Properties. 


14340  N.W.  60th  Avenue,  Miami  Lakes,  Florida  33014.  (305)  821-1130. 
Miami  Lakes  Properties,  Inc.  Registered  Real  Estate  Broker. 
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Let  us  custom  design 
a  fine  piece 
of  neckwear  that 
shows  off  your  finely 
designed  logo  to  its 
_   best  advantage, 
in  a  subtle, 
tasteful  manner. 
We've  done  it  for 
companies, 
corporations, 
nd  associations. 
II  or  write  today. 


FollowThrough 


YOUR  LOGO  MAY 
BE  MORE  FASHIONABLE 
THAN  YOU  THINK 


A  DIVISION  OF 
OEPT.F    1290 AVE  OFTHE AMERICAS, N  Y  10019-212/581-7520 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $27.00  □  3  years 
$54.00  (the  equivalent  of  one  year  free). 
Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  > 


New  Address 


Citv 
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Down  to  the  sea  in  suits 

Howard  Freeman  designed  the  valve  that 
made  American  nuclear  submarines  sea- 
worthy, Forbes  reported  (Nov.  12,  1979), 
and  then  he  spent  more  than  20  fruitless 
years  and  $500,000  in  legal  bills  trying  to 
get  paid.  In  1958  the  admirals  had  al- 
lowed their  shipbuilders  to  use  Free- 
man's improved  ball  valve  but  didn't  tell 
them  to  pay  the  designer  and  his  com- 
pany, Jamesbury  Corp.  of  Worcester, 
Mass.,  any  royalties  on  the  patented  de- 
vices. Civilians  call  that  "patent  jump- 
ing," and  in  1963  Freeman  went  to  court. 
By  1975  the  Court  of  Claims  had  twice 
ruled  his  cause  valid.  Then  followed 
three  more  years  of  hard  labor  to  figure 
out  how  many  valves  the  Navy  had 
bought— 100,412  for  $87.3  million.  Back 
to  court  to  determine  how  much  Free- 
man should  be  paid:  Federab  attorneys 
said  $1.66  million  plus  interest;  fames- 
bury  wanted  $8.73  million  plus  interest. 

Last  month  a  Court  of  Claims  trial 
judge,  Joseph  Colaianni,  brought  Free- 
man's tale  of  woe  to  its  final  chapter- 
maybe.  The  government,  Judge  Co- 
laianni ruled,  must  pay  Jamesbury  $5.67 
million  in  back  royalties  and  another 
$4.56  million  for  "delay  damages"  (the 
equivalent  of  interest)  through  Dec.  31, 
1979.  Jamesbury  is  also  to  get  $1,243.73  a 
day  for  each  additional  day  payment  is 
held  up.  The  interest  part  of  the  settle- 
ment works  out  to  about  8%  annually, 
with  no  compounding.  So  the  ruling 
should  bring  relief  but  is  hardly  reason 
for  Freeman  to  start  cheering. 

Moreover,  Freeman  and  his  company 
aren't  home  and  dry  yet.  The  govern- 
ment still  has  time  to  file  "exceptions," 
which  would  require  a  judgment  by  the 
full  Court  of  Claims.  The  court  usually 
backs  up  its  trial  judges,  but  even  then 
Uncle  Sam  has  one  last  shot — the  U.S. 
Supreme  Court.  The  Justice  Department 
and  the  sea  lawyers  in  the  Pentagon  are 
making  up  their  minds  now  about 
whether  to  keep  litigating.  Meanwhile, 
the  Internal  Revenue  Service  is  on  the 
horizon  and  Freeman  and  Jamesbury  will 
probably  have  to  pay  half  of  what  they 
get  in  corporate  income  taxes.  Anchors 
aweigh,  my  boys. 

Tears  in  toyland 

"The  toy  business,"  Richard  Beecham 
told  Forbes  almost  a  year  and  a  half  ago 
(Nov.  27,  1978),  "comes  out  of  the  gut, 
not  the  brain."  The  German-born  cbief 
executive  of  Britain's  Dunbee-Combex- 
Marx  certainly  seemed  to  have  the  right 
kind  of  innards.  The  company  he  had 
started  in  1946  with  a  borrowed  $2,000 
had  grown  by  1978  into  the  world's 


third-largest  toy  manufacturer  (behinJ 
General  Mills  and  Mattel)  with  sales  q 
$250  million,  half  in  the  U.S.  Beechaq 
was  sending  his  bestselling  Sindy  doll  t| 
the  U.S.  for  a  major  assault  on  Barbi^ 
probably  the  most  profitable  brand-nami 
toy  in  the  world.  ("Just  a  good  share  I 
the  market  will  make  me  happy.")  Sindi 
didn't  make  it  and  Beecham's  dreams  1 
glory  ended  last  month  in  bankruptcy. 

Beecham  had  built  DCM  principall- 
by  acquisition — in  Australia,  Europe,  th|l 
U.S.,  Hong  Kong,  through  trading  deal) 
with  Russia  and  China.  The  U.S.  eventu 
ally  did  him  in.  In  1976  he  bought  th< 
money-losing  Louis  Marx  toy  operation 
from  Quaker  Oats  for  $15  million  an! 
quickly  put  it  into  the  black.  Early  in 


"...  And  it  cries  like  a 
Dunbee-Combex-Marx  shareholder. " 

Ken  Mahood.  Financial  Tim«| 

1978  he  bought  the  Aurora  line  of  toyi 
trains  and  cars  from  Nabisco  for  $10  mil" 
lion.  ("A  bargain,  at  half  book  value,' 
Forbes  commented.)  True,  the  rapid  ex- 
pansion produced  a  first-half  loss  in  1978 
and  depressed  DCM's  stock  on  the  Lorn 
don  Exchange  but  Beecham  saw  joy  irl 
the  Christmas  sales  ahead.  Yet  the  losses 
continued,  DCM  shareholders  grew  inj 
creasingly  nervous  (the  stock  had  been  a 
favorite  with  U.K.  pension  funds),  and 
Aurora,  in  the  firm's  own  quintessential 
British  phrase,  proved  "rotten  to  th^ 
core." 

In  1979  DCM  had  to  dip  into  reserves 
to  pay  a  dividend  and  also  called  back  its 
1978  annual  report  to  correct  accounting 
errors.  By  last  November,  first-half  losses 
had  piled  up  to  more  than  $10  million- 
Hope  still  reigned,  however,  as  DCM  an- 
nounced deals  with  two  U.S.  companies) 
to  sell  off  its  losing  operations  in  the  U.S. 
Those  hopes  came  to  naught  when  the 
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Avis  acts  to  cut  your 
transportation 

costs.  At  no  cost  to  you,  get  an 

Avis  Corporate  Transportation  Survey 


'ontiac  Bonneville 


We  call  it  ACTS,  for  short. 

It  won't  cost  your  company  anything  but 
it  could  save  it  a  lot,  particularly  in  this  critical 
period  of  inflation  and  energy  consumption. 

Here's  why.  Although  the  transportation 
profile  of  each  company  differs,  here's  where 
many  companies  are  alike: 

First  of  all,  the  mix  of  owned,^ 
leased  or  rented  vehicles  can 
be  made  more  cost-effective 
and  energy-efficient. 

Secondly,  the 
company  may  not  take  full 
advantage  of  available 


liscounts  and  other  financial  techniques  that  improve  cash  flow 

An  ACTS  study  spots  such  areas  of  opportunity  for  your  company. 

ror  instance,  ACTS  will  tell  you: 

If  your  company's  fleet  (car  or  truck)  is  energy-efficient,  relative  to 

rour  needs. 

If  your  company  owns  cars  and  trucks  that  you  should  be  leasing. 
If  your  company  leases  cars  and  trucks  that  you  should  be  renting. 


^CTS  will  also  tell  you: 

If  the  number  of  car  rentals  you  make  qualifies 
or  corporate  discounts  you  may  not  now  receive. 
If  cash  flow  can  be  improved. 
Must  you  be  highly  active  in  car  rental  and 
ruck  and  car  leasing  to  gain  benefits  from  an  ACTS 
.tudy?  The  answer  is  no.  (And  your  company  doesn't 
have  to  be  a  big  company  either.) 

Fill  out  and  send  this  coupon. 
Or  call  our  Avis  toll  free  number 
800-331-1000  for  an  even  quicker 
appointment. 

Act  now!  And  Avis  ACTS. 

Avis  rents  and  leases  GM  cars  and  trucks. 


I 
I 
i 
I 
I 
i 
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Avis  Rent  A  Car  System,  Inc. 
900  Old  Country  Road,  Garden  City,  N.Y.  11530 
Attn:  Total  Transportation  Services  Department 

D  I  am  interested  in  receiving  an  Avis  Corporate  Transportation  Survey 
I  am  interested  in  receiving  information  on  the  following  program(s): 
□  Rent  A  Car  □  Car  Leasing  □  Truck  Leasing  □  Truck  Rental 

Name/Title  


Company- 
Address  


City /State/Zip_ 


AVIS 


Or  call  Avis 
1800-331-1000 


Wfe  try  harder. 
In  more  ways  than  one. 


IT  TAKES 
PRODUCTIVE  WORKERS  TO 
MAKE  AGREAT  LOCATION 
AGREAT  LOCATION 


Worker  productivity 
far  above  the  norm  is  only 
one  reason  Arkansas  is  The 
Great  Location. 

"A  day's  work  for 
a  day's  pay"  still  means 
something  in  Arkansas.  The 
state's  workers  are  not  only 


trainable  and  economical, 
they're  highly  motivated. 

And  the  energy 
exhibited  by  Arkansas' 
workers  is  only  one  of  many 
types  produced  in  Arkansas. 
Nuclear  electricity,  petro- 
leum, natural  gas  and  all 
forms  of  coal  are  found 
within  the  state's  borders. 

For  further  infor- 
mation, please  write  or  call 
Arkansas  Department  of 
Economic  Development— F, 
One  State  Capitol  Mall, 
Little  Rock,  Arkansas  72201. 
(501)  371-7675. 

ARKANSAS 


In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


More  than  two  thirds  of  the 
businessmen  and  women  who 
stay  at  the  Essex  House  have 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Avenue,  Lincoln 
Center,  Broadwav,  and  the  fash- 
ion district.  Towering  42  stories 
over  the  Park. 

They  come  back  because  thev 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  They 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  most  of  all,  they  return  for 
our  impeccable  service:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  right. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-5205. 

Harriotts 

ESSEX  HOUSE 


160  Central  Park  South,  New  York  10019 


® 


Fol  low-Through 


prospects,  New  York's  Empire  of  CaroliJ 
na  and  Leisure  Dynamics  of  Minneapra 
lis,  backed  off  and  DCM's  U.S.  creditors 
pushed  the  Louis  Marx  operation  into 
Chapter  11  bankruptcy  (its  debts  wera 
$110  million,  assets  $98  million).  TbJ 
transatlantic  troubles  came  home  to  BeeJ 
cham  because  the  British  parent  had 
guaranteed  $17  million  of  the  U.S.  sub\ 
sidiary's  debts.  DCM  couldn't  meet  this,), 
and  its  chief  backer,  London's  Midland! 
Bank,  refused  further  aid.  So  the  lights) 
went  out  in  Beecham's  toyland  and  hej 
had  to  seek  a  receiver  for  his  34-year-oldji 
company. 


ography  The  X-Rated  Economy 


A 


The  porno  caper 

Forbes  had  no  way  of  knowing  it  at  the 
time,  but  its  report  on  the  $4  billion-a- 
y  ear  pornography  industry  (Sept.  18, 1978)\ 
foreshadowed  the  result  of  a  two-and-a- 
half-year  undercover  FBI  operation,  MI- 
PORN  (for  Miami  pornography).  Last 
month  a  federal  grand  jury  in  Miami 
handed  down  indictments  against  54  traf- 
fickers in  obscene  movies,  and  no  fewer 
than  three  on  the  Justice  Department's 
hit  list  had  been  featured  in  Forbes.  Mi- 
chael Zaffarano,  whose  Washington 
porno  palace  was  in  the  shadow  of  the 
White  House,  dropped  dead  while  the  G- 
men  were  looking  for  him  with  a  warrant. 
Robert  (Debe)  Di  Bernardo,  whom 
Forbes  had  tabbed  as  a  member  of  a  New 
Jersey  Mafia  "family"  and  ruler  of  a  porno 
empire  that  stretched  from  coast  to  coast, 
was  also  on  the  FBI's  list,  along  with 
Reuben  Sturman  of  Cleveland,  described 
by  Forbes  as  "the  number  one  merchant 
of  sex  in  the  U.S."  Three  out  of  54  is  not  a 
bad  bag,  considering  that  it  took  400  FBI 
agents  in  ten  states  just  to  serve  the 
warrants. 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"The  way  I  see  it, 
clients,  agents  and  insurance  companies 
like  CNA  all  have  the  same  goal.  And  that's 

to  come  up  with  the  best  coverage  at  the  most  reasonable  cost 
over  the  long  haul.  Together,  we're  doing  it.  CNA  people  work 
closely  with  us  on  risk  management.  Identifying  risks  and 
suggesting  improvements,  like  putting  safety  treads  on  a  stair- 
way. A  small  thing,  maybe,  but  it  shows  how  this  three-way 
partnership  can  work.  And  how  clients  can  have  an  important 
effect  on  their  own  insurance  costs.  Because,  I  think  what  we 


have  to  be  is  together. 


—Robert  C.  Nevins,  CPCU 
Independent  Insurance  Agent 
Dinner  Levison  Company 
San  Francisco,  California 


INSURANCE  FROM 


OVA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


Readers  Say 


Use  it  for  energy 

Sir:  Your  cover  story  on  U.S.  oil  and  gas 
reserves  (Feb  4)  endorses  the  windfall- 
profits  tax  because,  "Any  industry  where 
the  OPEC  monopolists  are  setting  the 
prices  can  afford  an  extra  tax  burden  that 
works  out  to  around  13%."  Can  the  U.S. 
afford  to  tax  away  $227  billion  (or  more) 
that  would  otherwise  be  used  to  find  and 
produce  more  domestic  oil  and  gas? 
— R.B.  Hoover 
Chairman, 

Petroleum  Industry  Sen  ices 
Price  Water  bouse  &  Co. 
New  York,  N.Y. 

Sir:  Why  not  use  the  windfall-profits  tax 
to  pay  down  the  national  debt?  It  would 
help  our  dollar,  our  morale,  our  image. 

— W.T.  Gent)' 
Minneapolis,  Minn. 


Buses  are  better? 

Sir:  Few  of  your  claims  for  the  superior- 
ity of  new  rail  systems  over  bus-based 
systems  can  be  supported  by  fact  or  expe- 
rience ("Mass  transit — which  is  the  right 
way  to  go?"  Feb.  18).  "Subways  have  the 
lowest  operating  costs":  not  true,  except 
at  higher  passenger  densities  than  are 
achievable  in  most  cities  still  without 
such  systems.  "[They]  are  the  most  ener- 
gy-efficient form  of  public  transporta- 
tion": not  true,  unless  you  disregard  the 
energy  used  in  getting  to  and  from  rail 
stations  and  in  constructing  the  system. 
— Michael  A  Kemp 
Senior  Research  Associate, 
Transportation  Studies  Program 
The  I  rban  Institute 
Wasliington,  D  C. 

Sir:  A  large  portion  of  so-called  construc- 
tion costs  of  rail  systems  is  the  result  of 
extensive  condemnation  of  private  prop- 
erty for  rights-of-way.  Why  not  build  an 
overhead  rail  system  over  existing  pub- 
licly owned  expressways? 
— Lloyd  Beardsley 
Encino,  Calif. 


Outdo  the  Japanese 

Sir:  Your  article  concerning  the  Japanese 
threat  to  the  U.S.  semiconductor  indus- 
try (Nov.  26,  19791  is  heavily  skewed  to- 
ward the  "Silicon  Valley  mentality," 
which  believes  that  the  best  way  to  han- 
dle Japanese  competition  is  through  U.S. 
government  intervention.  We  take  the 
Japanese  threat  seriously,  but  we  don't 
think  they  will  take  over  the  U.S.  semi- 


conductor industry.  The  best  answer  to 
the  Japanese  is  to  outcompete  them 
through  stronger  U.S.  technological  in- 
novation and  productivity  improve- 
ments. The  government  can  help  with  a 
tax  policy  that  recognizes  the  need  for 
R&D  incentives  and  capital  formation  as 
well  as  by  keeping  pressure  on  the  Japa- 
nese to  allow  fair  access  to  their  domes- 
tic markets,  but  the  government  is  not 
the  answer. 
— /  Fred  Bucy 
President 

Texas  Instruments,  Inc. 
Dallas,  Tex. 


Bush  could  win 

Sir:  Who  knows?  An  elitist  WASP  might 
just  do  it.  We're  "up."  I  liked  your  edito- 
rial (Fact  and  Comment,  Feb  18). 
— George  Bush 
Houston.  Tex 


Best  defense 

Sir:  Your  statement,  "Only  by  proceed- 
ing as  though  we  could  be  at  war  can  we 
insure  that  we  won't  be"  (Fact  and  Com- 
ment. Feb  18):  Right  on! 
—Brooke  F.  Alien,  Maj.  Gen.  USAF(Ret.) 
Executive  Vice  President, 
National  Aeronautic  .Association 
Washington,  D  C. 


Sir:  If  all  people  who  said  we  should 
reinstitute  the  selective  service  joined 
the  armed  forces  instead,  there  would  be 
no  enlistment  gap. 

—R.S.  Bod/ak 
Chicago.  Ill 


Stealing  wood 

Sir:  Re  your  editorial  regarding  wood  for 
fuel  (Fact  and  Comment,  Feb.  18).  I  fear 
that  too  many  folks  have  already  taken 


your  advice  to  get  chopping,  to  the  grea<| 
detriment  in  instances  of  people  who 
happen  to  own  woodlots.  We  ask  tha< 
you  request  that  the  woodchoppers  con| 
fine  their  chopping  to  their  own  wood] 
We  think  that  theft  of  small  timber  wil| 
be  a  problem  of  major  consideration. 
—D  O.  Holmes  Jr. 

Columbia,  hid 


BYU  already  knew 

Sir:  Your  editorial  "Educating  Educators 
About  Business"  (Fact  and  Comment.  Feb\\ 
18)  implies  that  President  Oaks  at 
Brigham  Young  University  finally  awak- 
ened to  the  realization  that  business  im 
right  and  now  is  trying  to  find  a  way  oufl 
of  the  problem.  Actually,  the  school  nev-l! 
er  has  accepted  federal  funds  for  the  verw 
reasons  you  mentioned.  The  federal  gov- 
ernment has  for  some  time  been  trying 
to  get  a  foothold  on  the  campus  at 
Brigham  Young  University  and  the 
school's  policies. 
— Robert  M  Donaldson 
Huntington  Beach.  Calif. 


He  ain  t  renewin' 

Sir:  MSF's  intentional  use  of  the  word! 
"ain't,"   double   negatives   and  otheij 
grammatical  errors  is  unacceptable 
Cancel  my  subscription  immediately. 

— Terry  J.  Stroot 
St  Paul.  Minn 


Take  that! 

Sir:  I  could  not  believe  that  an  honest 
businessman  of  the  female  gender  could 
cancel  her  subscription  ( Readers  Say.  Feb. 
18)  for  such  insignificant  tripe.  So,  since 
your  magazine  insists  on  dealing  with 
the  real  business  world  in  a  forthright, 
intelligent  and  professional  manner, 
make  mine  a  "lifetime"  subscription. 
— Leonard  A  Magazine 
Oak/and.  Calif 


U.S.  worth  defending 

Sir:  Re  Jimmy  Carter's  call  for  draft  reg- 
istration. I'm  beginning  to  have  a  taste  of 
the  good  life  and  I'm  willing  to  fight  for 
it.  When  I  was  20  the  only  thing  I  would 
fight  for  was  my  father's  money  to  sup- 
port me  through  college. 

I  certainly  would  not  enjoy  being  in 
the  Army.  But  now  I  would  take  pride  in 
serving  my  country.  I  just  wish  I  knew 
what  I  do  now  and  was  20  years  old. 
— Rodney  T.  Walton 
Concord,  Calif. 


Use  paper,  not  plastic 

Sir:  Weep  not  for  the  grocer  as  to  his  cose 
of  plastic  bags  (Forbes,  Feb.  4,\ 
p.  Ill) ...  he  is  using  up  a  nonrenewable 
natural  resource,  and  lots  of  energy  to| 
make  the  plastic.  Better  he  should  be 
using  paper.  He'd  come  out  ahead  and  so 
would  our  energy-short  country. 
— CK.  Hogle 
Orinda.  Calif 
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The  Innovators. 

How  one  exchange  created  the  entire  financial 
futures  industry  and  continues  to  lead  it. 


On  the  International  Monetary 
Market  we  don't  just  exchange 
futures  contracts,  we  ex- 
change ideas.  Our  first  idea 
was  to  create  an  exchange  to 
trade  exclusively  in  financial 
instruments,  a  totally  new 
concept  for  futures  trading  at 
the  time.  This  idea  came  a 
long  time  before  the  first  trade 
was  executed.  There  followed 
several  years  of  intensive 
research,  feasibility  studies, 
consultation  with  industry 
leaders  and  other  prepara- 
tions. The  effort  paid  off. 

On  May  16, 1972,  the  IMM 
was  founded  with  as  much 
fanfare  as  we  could  generate. 
It  was  a  revolutionary  concept 
and  very  few  outsiders  were 
sure  it  would  work.  We  were 
sure.  We  believed  as  Victor 
Hugo  said  "nothing  on  earth 
is  so  powerful  as  an 


idea  whose  time  has  come." 

The  events  of  the  past  eight 
years  have  more  than  sub- 
stantiated that  statement. 
Trading  volume  in  the  first 
twelve  months  of  operation 
was  a  respectable  255,163 
contracts.  In  1979  volume 
exceeded  7,730,000  contracts. 

Today  the  IMM  continues  to 
trade  financial  futures  con- 
tracts exclusively  and  offers 
more  of  them,  covering  a 
wide  spectrum  of  the  financial 
world.  It  is  the  only  exchange 
to  service  the  full  range  of 
financial  instruments — for- 
eign exchange,  interest  rates 
and  gold. 

We  do  not  have  to  generate 
fanfare  anymore.  The  finan- 
cial institutions, 
businesses 


and  individuals  who  use  the 
IMM  do  it  for  us.  We  are  dis- 
cussed and  reported  upon  in 
the  media  daily.  The  IMM  has 
become  the  pre-eminent 
financial  futures  exchange. 

We  are  not  through  innovat- 
ing. We  presently  offer  con- 
tracts in  eight  major  foreign 
currencies,  90-day  Treasury 
Bills,  1-year  Treasury  Bills, 
4-year  Treasury  Notes  and 
gold.  But  that  may  be  just  the 
tip  of  the  iceberg.  Contracts 
already  planned  include  Euro- 
dollar Time  Deposits,  Domestic 
CDs  and  the  Standard  & 
Poors  500  Stock  Index. 

So  if  you  want  to  see  what  the 
future  holds,  keep  an  eye  on 
the  IMM — the  innovators. 

For  additional  information, 
Call  800-228-2027,  in 
Nebraska  402-571-4900. 


(/^  INTERNATIONAL  MONETARY  MARKET 

^^J'  Division  of  Chicago  Mercantile  Exchange* 


Offices  in  New  York  and  London 


Aftermath 


tient  must  pay  not  only  the  extra  20% 
but  the  amount  above  what  Medicare 
considers  reasonable.  For  eyeglasses, 
hearing  aids  and  dentures  Medicare  pays 
nothing. 

States  do  not  uniformly  grant  tax  ex- 
emptions. Pennsylvania  grants  none  at 
all  on  real  estate,  and  demands  personal 
taxes  to  the  day  of  death. 
— Kermitt  L  Gregory 
President. 

American  Association  of  Retired  Persons, 
Chapter  #3165 
Pern;  Fla. 


venience  "we,"  however,  emo- 
tionally and  financially.  Not  be- 
ing an  advocate  of  self-destruc- 
tion,   I    must    ask,    Will    not  my 
inheritance  tax  make  "we"  feel  better?! 
—Holly  Alien 
Glenview,  III 

Sir:  I  am  86.  I  resent  being  put  in  I 
special  class.  Elderly  people  are  like  ev4 
eryone  else.  It  is  a  great  political  ploy  ta 
cater  to  a  special  voting  group. 

— Emily  Pengra 
Boston,  Mass. 


Our  Feb.  18  cover  story  on  the  elderly 
said,  "The  myth  is  that  they're  sunk  in 
poverty.  The  reality  is  that  they're  doing 
well.  The  trouble  is  there  are  too  many 
of  them — God  bless  'em."  The  article 
touched  a  nerve,  triggering  scores  of  let- 
ters— most  of  them  critical.  Herewith  a 
sampling: 

Sir:  Professor  lames  H.  Schulz  is  wrong 
when  he  states  in  your  article  that  pover- 
ty among  the  elderly  has  practically  dis- 
appeared. He'd  better  get  out  of  his  ivory 
tower.  I  guess  that  14%  of  the  elderly  in 
poverty  is  but  a  statistic! 

He  omitted  the  very  high  proportion  of 
elderly  who  live  at  an  income  that  is  just 
above  the  government's  poverty  level. 
The  government's  poverty  level  is  phony 
to  begin  with. 
— Max  Bader 
Seattle,  Wash 

Sir:   Please  inform  author  Flint  that 
there  are  indeed  "some  poor  retirees." 
Try  checking  rural  Maine  in  lieu  of 
Florida. 
—John  Smith 
Portland.  Me. 

Sir:  My  father  has  an  invalid  wife  and  he 
has  to  pay  $8  000  per  year  for  a  house- 
keeper and  it  is  bankrupting  him.  This  is 
not  covered  by  Medicare. 

Many  countries  take  better  care  of  the 
old  than  the  U.S. 
—Frederick  E.  Deile 
Maplewood,  N.J. 

Sir:  Mr.  Flint  ignores  the  millions  of 
widows  who  live  only  on  the  proceeds 
of  their  husbands'  social  security, 
which  averages  less  than  S300  per 
month. 

Medicare  pays  only  80%  of  reasonable 
charges,  and  frequently  the  elderly  pa- 


Sir:  In  researching  a  book  on  financing 
retirement,  I  found  that  inflation  is  not 
overly  devastating  to  retirees. 

Factors  that  tend  to  create  a  false  im- 
pression of  retirement  "poverty":  Most 
retirees  continue  their  lifelong  pattern  of 
savings.  But  fears  of  overwhelming 
medical  costs  are  unjustified.  Less  than 
10%  of  all  retirees  ever  become  severely 
ill  for  a  long  period  and  that  includes 
those  who  were  hospitalized  before  age 
65.  Too  many  older  people  are  reluctant 
to  use  their  assets:  to  invade  capital,  to 
auction  off  silver/possessions  not  needed 
or  to  sell  their  home  and  move  to  an 
apartment. 
— C.  Colburn  Hardy 
W.  Palm  Beach,  Fla. 

Sir:  Jerry  Flint  refers  to  retirees  that  play 
tennis  or  golf  several  days  a  week  and 
live  in  60-foot,  mobile-home  mansions. 
Should  anyone  that  spent  a  productive 
early  life  expect  less? 

He  refers  to  old  folks  with  incomes  of 
$10,000  or  $15,000  as  though  this  was  a 
crime.  And  how  terrible  that  a  retiree 
puts  a  little  cash  in  his  pocket. 
— Edwin  I.  Sutton 
Sew  Hope.  Penna 

Sir:  Your  cover  insulted  the  people  that 
made  America.  Under  their  work  and 
efforts,  they  brought  us  out  of  the  1929 
Depression  through  the  Thirties,  Forties, 
Fifties  and  Sixties,  where  this  land  of 
ours  was  number  one  in  the  world,  both 
in  force  and  wealth. 
— Angelo  L.  Gossman 
A/hamhra,  Calif. 

Sir:  Your  cover  asks,  "America's  elder- 
ly: Can  we  afford  them?"  I  am  sorry 
"we"  cannot  afford  me.  My  plan  was 
to  view  again  Halley's  comet  in  1985 — 
having  seen  it  in  1910.  I  hate  to  incon- 


Sir:  Your  example  of  a  lady  with  a  retire- 
ment income  of  $400  a  month  who  saves 
$150  of  it  leaves  me  groping  for  words. 
Even  if  true,  the  number  of  people  fortu-l 
nate  enough,  or  willing  enough  to  be 
institutionalized  in  that  manner,  is  min- 
uscule. Most  of  the  elderly  are  still  fight- 
ing it  out  alone. 

I  hope  when  author  Flint  becomes  "el- 
derly," he  has  a  trifle  more  than  $400  ai 
month  to  live  on. 
— Samuel  Mines 
Southbury,  Conn 

Sir:  Retired  workers  who  are  receiving] 

Social  Security  benefits  today  are  thel 

very  people  who  have  been  paying  for  the 

benefits  of  others  for  the  past  40  andj 

more  years. 

— George  Gallagher 

New  Windsor.  Md 

Sir:  Remove  all  the  welfare  cases  and 
other  nonelderly  recipients  from  Social 
Security  and  the  Seniors  would  be  nol 
problem. 
—Arthur  W.  Snyder 
Brooksi  tile.  Fla 

Sir:  I  don't  think  the  younger  working 
people  should  be  burdened  by  the  cost  on 
pampering  the  elderly.  With  Social  Secu- 
rity, Medicare,  one  or  more  private  pen- 
sions, discounts  of  all  sorts  and  welfare 
payments,  the  seniors  never  had  it  sol 
good.  I  am  66  years  old  and  do  not  expect' 
any  special  privileges. 
—Rut/j  B  Albright 
(  entralia,  III 

Sir:  Why  is  there  only  one  woman  on  the 
cover  when  we  all  know  women  live 
longer  than  men? 
— Nellie  Hurt 
Chicago.  Ill 
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"Scotch  on  the  rocks." 


If  you  like  fine  Scotch,  you'll  love 
light,  imported  Jameson  Irish. 

Try  a  glass  of  Jameson  Irish  the  way 
you  would  your  favorite  Scotch.  With 
water.  Soda.  On  the  rocks. 

You'll  notice  how  much  it  tastes  like 
fine  Scotch— only  lighter  and  more 


delicate. 

The  dedicated  Scotch  drinker 
will  instantly  appreciate  this  flavor 
difference. 

Though  it  may  take  a  little  time 
getting  used  to  saying,  "Jameson  Irish 
on  the  rocks,  please!' 


Jameson.World's  largest -selling  Irish  Whiskey. 
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At  Grumman  we've  built 
our  reputation  on  aircraft  that 
offer  unchallenged  perfor- 
mance in  their  class,  like  our 
F-14  Tomcat  that  can  take  on 
six  of  the  best.  And  as  we 
enter  our  second  half-century,  ! 
we're  taking  off  with  new 
ways  of  using  our  aerospace 
know-how. 

COMPOSITE  MATERIALS-LIGHTER  THAN 
ALUMINUM,  STRONGER  THAN  STEEL. 
AN  IDEA  WHOSE  TIME  HAS  COME. 

Our  long  experience  with 
advanced  composites  is  opening 
up  new  business  opportunities 


V 


KM  M  ll^i^P   

Aim"  lighter  aircraft  that 

TAKE  OFF  AND  LAND  VERTICALLY.  j 


'  Grumman, 
ider  a  con- 
ict  with 

)eing,  for  example, 
;  will  manufacture  300 
jminum  alloy  and  graphite 
mposite  wing  sections  for  the 
:w  twin  engine  767. 

Beyond  the  aircraft 
dustry,  applications  for  these 
per-strong,  nonmetallic 
aterials  range  from  fuel- 
ving  automotive  body  and 
ive  train  components,  to 
morrow's  wide  span  bridges, 
ith  applications  multi- 
ying  rapidly,  annual  use  of 
Ivanced  composites  may 
ow  from  today's  half  million 
>unds  a  year,  to  over  five 
llion  pounds  in  the  year  2000 


AN  IDEA  WHOSE  TIME  IS  NEAR. 

Grumman  has  flown  a 
scale  model  of  a  vertical  take- 
off and  landing  aircraft  with  a 
unique  design.  Instead  of  using 
separate  engines  for  vertical 
and  horizontal  flight,  it  rotates 
its  engines  to  do  both  jobs. 

By  the  mid-90's,  our  smaller, 
lighter  VSTOLs  could  serve 
as  the  eyes  and  ears  of  the 
fleet,  operating  off  the  decks 
of  frigates,  destroyers  and 
other  ships  too  small  for  con- 
ventional aircraft. 

AFORWARD-SWEPT-WING  FIGHTER 
THAT  OUTPERFORMS  ALL  THE  REST. 
AN  IDEA  WHOSE  TIME  WILL  COME. 

Imagine  aircraft  with 
wings  swept  forward  instead 
of  back.  Planes  that  are  more 


efficient  than  anything 
in  the  air  today.  And 
cruise  at  twice  the  speed 
of  sound  without  fuel-  JL 
hungry  afterburners.    ^  ■ 

By  the  late 
1990's,  fighters  like 
these  may  be  a  reality. 
They'll  use  a  forward-swept-  \* 
wing  design  like  the  one  being  ^ 
tested  at  Grumman  today. 

These  are  just  a  few  of  the 
Grumman  ideas  we're  taking 
off  with  into  the  1980's  and 
beyond.  For  more  about 
Grumman' s  aerospace  capa- 
bilities, write:  Grumman 
Corporation,  Dept.  GCP, 
Bethpage,  New  York  11714. 


50  years 


IS  IT  ABSURD 
TO PROPOSE 

THAT  EVEN  THE 
RICH  DESERVE 

THEIR  MONEY'S 

WORTH? 


THE  BMW633CSi. 

The  fact  that  no  consu  mer 
advocate  has  yet  strode 
forth  to  defend  and  protect 
the  interests  of  those  who 
can  afford  a  $30,000  sport 
coupe  is  probably  not  the 
least  bit  surprising. 

Yet  the  topic  is  ripe  for  any- 
one with  a  sense  of  justice. 

For  in  today's  govern- 
ment-regulated, pollution- 
controlled,  fuel-obsessed 
world,  the  performance 
characteristics  of  some  of 
the  most  exalted  cars  appear 
to  be  diminishing  in  inverse 
proportion  to  their  price. 
A  TRUE  SPORT  COUPE  IS 
MORE  THAN  JUST  A  CAR 
WITH  TWO  SEATS. 

There  are  those  who  are 


fond  of  pointing  out  that 
even  before  pollution  con- 
trols became  a  serious 
handicap,  the  performance 
levels  of  certain  expensive 
cars  hardly  lived  up  to  their 
price  stickers. 

A  supportable  conclusion 
that  makes  the  perform- 
ance statistics  of  the  633CSi 
seem  all  the  more  remark- 
able. (And  makes  the  fact 
that  it  is  only  available  in 
severely  limited  numbers  a 
bit  disheartening.) 

Its  suspension  system- 
independent  on  all  four 
wheels— has  a  singular  ca- 
pacity for  removing  the 
drama  from  even  the  most 
unnerving  road  conditions. 

Press  the  accelerator  and 


you'll  experience  a  phenom- 
enon automotive  enthusiasts 
have  all  but  given  up  for  lost: 
instant  response. 

In  truth,  the  633CSi's  six- 
cylinder,  overhead  cam  en- 
gine performs  in  a  manner 
that  would  be  exhilarating 
even  by  pre-pollution  control 
standards. 

Yet,  the  633CSi  (with 
standard  transmission)  de- 
livers [16]  EPA  estimated 
mpg,  23  estimated  highway 
mileageand,  based  on  these 
figures,  an  estimated  mpg 
range  of  [2621  miles  and  a 
highway  range  of  377  miles. 

(Naturally,  our  fuel  effi- 
ciency figures  are  for  com- 
parison purposes  only.  Your 
actual  mileage  and  range 


speed,  weather  and  trip 
length.  Your  actual  highway 
mileage  and  highway  range 
will  most  likely  be  lower.) 

And,  unaccountably,  the 
633CSi  is  the  only  "luxury 
sport  coupe"  in  its  price 
class  to  provide  a  four-speed 
manual  transmission  as  stan- 
dard equipment.  (Automatic 
is,  of  course,  available.) 

TRUE  LUXURY  IS  AN 
INTERIOR  ENGINEERED 

TO  THE  NTH  DEGREE. 

It's  difficult  to  imagine  an 
appointment,  a  convenience 
or  an  accessory  that  has  been 
omitted  in  the  BMW  633CSi. 

AM/FM  stereo  cassette, 
electnc  sunroof,  electric 
windows,  electric  side-view 
mirror— even  a  central-lock- 
ing system  that  locks  both 
doors,  the  trunk  lid  and  the 
gas  door  with  the  turn  of  a 
single  key— are  all  standard 
equipment. 

Yet,  all  facets  have  been 
biomechanically  engineered 
to  the  nth  degree  to  help 
eliminate  driver  fatigue. 

Its  seats  are  anatomically 
shaped  buckets,  covered  in 
wide  rolls  of  supple  leather. 
Its  front  seats  are  so  thor- 
oughly adjustable  that  it  is  all 
but  impossible  not  to  find  a 
comfortable  driving  position. 

All  in  all,  in  a  time  of 
lowered  automotive  expec- 
tations, the  BMW633CSi 
remains  a  bastion  of  hope 
for  the  serious  driver. 

If  you  find  the  notion  of 
owning  such  a  car  more 
than  a  little  intriguing,  we 
suggest  you  phone 
your  nearest  BMW^ 
dealer  and  ar- 
range a  thorough 
test  drive. 
THE  ULTIMATE  DRIVING  MACHINE. 


I)  1980  BMW  of  North  America.  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke.  A  G 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHEN,  OH  WHEN,  WILL  WE  WAKE  UP? 

With  massed  Russian  bayonets  aimed  at  our  Mideast  oil  billion  watts  of  power,  primarily  because  of  "intensified  politi- 

;ular,  we  go  merrily  on  winding  down  one  of  the  two  imme-  cal  and  regulatory  uncertainty." 

itely  available  alternate  energy  sources.  In  the  past  few  years  59  such  nuclear  generating  plants  have 

view  York  State  axes  a  major  Long  Island  $4.5  billion  nuclear  been  canceled. 

)ject  after  an  expenditure  of  $80  million  and  years  of  planned  It  is  totally  unrealistic  to  think  that  coal-burning  generators 

:paration.  can  almost  entirely  replace  oil  and  atomic  energy.  With  im- 

\  few  days  earlier  a  group  of  Ohio  utilities  finally  abandoned  ported  oil  prices  soaring  and  availability  lessening,  it's  crazy  to 

ins  for  four  atomic  plants  that  would  have  provided  1.5  be  canceling  or  shackling  one  of  the  two  alternatives. 

I  WISH  CARTER' D  STOP  HURTING  HIS  IMAGE 


\nybody  with  a  full  set  of  marbles  most  certainly  is  rooting 
Jimmy  Carter  to  win  renomination  as  the  Democratic 
ididate  for  President.  Fortunately,  in  the  four  years  since 
;  last  Democratic  presidential  primary  go-round,  flake 
>wn  has  melted  and,  since  his  announcement  as  a  candi- 
:e,  Teddy's  overwhelming  lead  in  the  polls  has  totally 
■ersed  itself. 

Jut  there's  a  lot  of  time  for  Kennedy  to  recover.  I  wish 
:sident  Carter  would  stop  helping  this  righteous  Lefty  by 
:ently  phony  presidential  postures,  as  in  the  matter  of  debate 
i  campaigning  (see  Fact  and  Comment,  Feb.  4). 
:or  Carter  to  claim  now,  since  his  rude  Afghanistan  Awak- 
ing, that  he  has  been  all  along  for  strengthening  our  dwin- 
d  military  capabilities  when  it  is  simply  not  so  has  to  hurt 


what  has  been  his  image  of  honesty.  Thirty-six  months  ago  he 
was  saying,  repeatedly,  "We  were  able  to  reduce  the  suggested 
[military]  expenditures  by  almost  $3  billion.  ...  I  think  the 
shift  away  from  weapons  toward  peaceful  goods  and  services  in 
the  long  run  is  favorable  for  world  peace." 

Even  when  Carter  was  at  his  Poll  bottom,  he  was  given  high 
marks  for  honesty  even  by  those  who  thought  his  perfor- 
mance, perceptions  and  capacities  hopelessly  inadequate.  He  is 
going  to  blow  that  reputation  if  he  too  often  twists  the  record 
when  candor  about  mistaken  judgments  would  carry  a  so- 
much-better  ring. 

If  we  have  to  end  up  again  with  a  Democrat  in  the  White 
House  because  the  Republicans  don't  come  up  with  a  winner, 
it  would  be  a  dire  day  if  it's  Teddy. 


AIRBORNE  AIRBUS  INDUSTRIE 

While  the  French-led  European  consortium 
ilding  Airbus  lost  one  fiercely  sought  sale  (East- 
i  Airlines),  the  partners  were  little  daunted. 
\t  the  moment,  the  company  has  just  short  of 
3  orders  for  its  wide-bodied,  short-  and  medium- 
tge  A300/A310  and  it  has  delivered  73  Airbuses 
13  airlines,  a  majority  of  them  operating  outside 
the  major  West  European  countries  involved  in 
inufacturing  the  plane. 


HAS  AN  ASTUTE  PILOT 

I  listened  to  Airbus  Industrie  CEO  Bernard 
Lathiere  talking  in  New  York  recently,  and  in 
him  wit  matches  knowhow.  Discussing  the  diffi- 
culty of  cracking  a  field  so  totally  dominated  by 
U.S.  manufacturers,  he  observed,  "Our  challenge 
was  to  seduce  the  airlines,  married  to  good  hus- 
bands with  whom  they  were  satisfied.  All 
'wolves'  in  this  audience  will  admit  it  is  a  rather 
tough  job,  seducing  in  a  hostile  environment.  For 
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CAPTION  ANYONE? 


us,  Boeing's  the  big  bad  wolf."  Being  a  good  Frenchman,  of 
course,  the  good  M.  Lathiere  couldn't  resist  observing  to  his 
American  listeners  "that  most  of  the  really  major  technological 
advancements  in  aviation,  such  as  the  turbojet  engine,  swept- 
wing  aerodynamics,  commercial  jet  transports,  all-weather 
automatic  landing  systems,  were  European  innovations." 

He  dealt  with  a  problem  that  Airbus  has  in  expanding 
production,  though  we  can  hope  that  his  dour  forecast — that 
this  problem  will  emerge  here — doesn't  turn  out  to  be  so:  "I 
must  emphasize  that  our  rate  of  production  buildup  is  limited 
not  by  investment  constraints,  but  rather  by  our  voluntary 
decision  to  limit  rapid  increases  in  skilled  laborers.  We  have  to 
be  cautious  on  hiring  new  people  because,  as  you  know,  we  do 

YAMANI  IS  STILL 

Saudi  Arabia's  cheerfully  clever  minister 
of  petroleum,  Sheikh  Ahmed  Zaki  Yamani, 
has  become  a  familiar  figure  on  the  world's 
stage.  Despite  the  yet-uncapped  OPEC  oil 
price,  without  Saudi  Arabia's  determined 
pressures — backed  by  the  greatest  oil  flow 
of  any  member — the  OPEC  Supergreedy 
would  have  wreaked  greater  havoc. 

Sheikh  Yamani  is  not  without  a  sense  of 
humor.  Flying  across  Arizona  to  Glendale 
to  receive  an  honorary  degree  from  the  first-rate  American 
Graduate  School  of  International  Management,  he  observed  to 
the  assembled  undergraduates,  was  an  interesting  experience 
because  much  of  the  landscape  looked  very  similar  to  that  of 
his  homeland.  "Only  the  oil  derricks  were  missing,  a  slight 


not  have  the  same  hire-and-fire  flexibility  in  Europe  that  ou 
American  competitors  have.  I  don't  know  whether  the  U.S 
labor  unions  will  accept  this  situation  very  long,  but  it  is  a  fact." 

He  concluded  with  this  interesting  point:  "Our  A300s  havj 
about  30%  U.S.  content — including  the  engines  made  in  thj 
U.S.  by  General  Electric  and  Pratt  &  Whitney.  The  U.S.  corn 
tent  represents  close  to  $10  million  per  aircraft.  Italy,  Japac 
and  Canada  will  share  in  the  risk  on  the  Boeing  767  to  th« 
extent  that  nearly  one-third  of  the  aircraft  is  foreign  made.  A 
significant  portion  of  the  DC- 10  is  made  abroad,  and  the 
L- 101 1  is  British  powered.  So,  ladies  and  gentlemen,  there  is 
no  such  thing  like  a  nice,  pure,  true  American  wide-body 
competing  against  an  ugly  European  Airbus." 

OPEC  S  GOOD  GUY 

difference  which,  I  imagine,  saddens  you,'] 
remarked  Yamani. 

There's  no  question  there's  a  mutual  dc 
pendence  between  his  country  and  oui 
own.  Until  we  get  energy  cracking,  the 
survival  of  our  economy  in  its  present) 
shape  depends  in  maior  measure  on  a 
friendly  Saudi  Arabian  government.  By  the 
same  token,  that  government  depends  in) 
major  measure  on  the  U.S.  military  muscle 
and  our  determination  to  use  it  to  preserve  Saudi  indepen- 
dence against  threats  from  without. 

Mutual  dependence  doesn't  always  make  for  a  happy  relation- 
ship, but  thanks  to  most  of  the  powerholding  Sauds,  and  the; 
likes  of  Sheikh  Yamani,  our  essential  rapport  is  warm  and  real. 


FORBES*  FOUNDING  FATHER  ON  ROOSEVELT  AND  RECOVERY 


From  Preston  Carnes,  a  boyhood  Englewood  [N.J.]  neighbor 
of  half  a  century'  ago,  came  this  note  the  other  day: 

"I  just  came  across  this  clipping.'  It  is  an  interview  with  your 
father  that  I  wrote  while  'heeling'  for  the  Yale  Daily  News.  It 
appeared  Apr.  7,  1936." 

Said  B.C  Forbes: 

"Although  Roosevelt  audaciously  claimed  credit  for  the 
betterment  of  economic  conditions,  declaring  'we  planned  it 
so,'  most  thoughtful  citizens  realize  that  economic  recovery 


has  come  in  spite  of,  rather  than  because  of,  the  politicians. 
In  my  opinion,  1936  will  bring  further  revival  regardless  of' 
anything  and  everything  the  President  or  Congress  may  do. 
This  young,  virile,  rich,  resourceful  country  has  irrepressible 
recuperative  powers.  This  depression  has  already  run  its  full 
time  course.  Politicians  have  latterly  had  a  retarding  influ- 
ence and  will  probably  continue  during  1936  to  have  ajj 
retarding  influence.  My  belief  is  that  very  substantial  im- 
provement will  assert  itself." 
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Guy  Johnson — The  Accident 


OURS  ARE  NOT  THE  ONLY  GRANDCHILDREN 


3  make  beguiling  observations.  General  Electric's  Reg  Jones 
chuckling  over  the  lament  of  one  of  his  young  grandsons 
ing  all  the  TV  hoopla  about  the  late  King  Tutankhamen: 
;e,  that  poor  king  died  before  he  was  old  enough  to  get  his 
er's  license." 


Jones  passed  on  one  that  International  Paper's  Stan  Smith 
told  about  arriving  home  late  one  evening  when  his  granddaugh- 
ter was  visiting.  Stan  explained  that  his  tardiness  resulted  from 
the  amount  of  work  involved  that  day.  "Why  don't  you  ask  your 
teacher  to  put  you  in  a  slower  group?"  suggested  the  kid. 


ILESS  YOU'RE  OF  THE  THEATER 

substance,  not  appearance,  is  what  matters. 


DREAMS  COME  TRUE 

for  those  who  tackle  the  nitty-gritty. 


LET'S  NOT  BLOW  IT  WITH  MOROCCO 


By  M.S.  Forbes  Jr. 


Iran  and  Afghanistan  have  taught 
President  Carter  a  useful  lesson  in 
power  politics — you  should  support 
valuable,  reliable  friends.  Otherwise 
your  own  interests  will  suffer. 

The  President's  belated  awakening 
has  led  him  to  back  the  sale  of  arms  to 
a  staunch  but  beleaguered  ally  in 
North  Africa — Morocco. 

The  Moroccan  Army  has  been 
fighting  a  band  of  guerrillas  called 
Polisario  in  the  Western  Sahara,  an 
area  that  was  part  of  Morocco  until 
the  era  of  European  colonization.  This 
vast,  sparsely  populated  but  phos- 
phate-rich desert  was  returned  to  Mo- 
rocco by  Spain  in  1976. 

The  Polisario,  now  made  up  of  no- 
mad mercenaries  not  only  from  the 
Sahara  but  from  neighboring  coun- 
tries such  as  Mali,  Niger  and  Libya,  is 
no  friend  to  the  West:  It  receives 
sanctuaries  in  Algeria,  money  from 
the  Libyans,  arms  from  the  Soviet 
Union  and  military  training  from  the 
Cubans.  With  this  backing,  the  Poli- 
sario has  now  made  incursions  into 
Morocco  itself.  Until  recently,  the 
U.S.  refused  to  help  in  any  way  a 
longtime  friend  which  saved  mineral- 
rich  Zaire  from  a  communist  invasion 
and  which  played  a  key  role  in  the 
Egyptian-Israeli  peace  process. 


While  the  President  has  had  a 
change  of  heart,  the  influential  chair- 
man of  the  African  subcommittee  of 
the  House  Foreign  Affairs  Commit- 
tee, has  not.  Congressman  Stephen 
Solarz  is  working  to  block  the  selling 
of  arms  to  Morocco. 

Given  the  sympathy  of  his  con- 
stituents for  Israel,  Solarz'  opposition 
is  even  more  curious,  considering  Mo- 
rocco's part  in  making  possible  the 
Israeli-Egyptian  peace  treaty. 

The  last  thing  the  U.S.  needs  now  is 
to  lose  another  ally  in  a  critical  part  of 
the  world. 

SOUTH  AFRICA 
AT  THE  CROSSROADS 

Johannesburg — "Prepare  to  meet 
thy  boom!"  chuckles  a  high  official  at 
the  South  African  Reserve  Bank. 

No  country  except  Saudi  Arabia  will 
have  a  trade  surplus  this  year  as  large 
as  that  of  South  Africa,  the  world's 
largest  producer  of  gold.  Last  year  this 
country  sold  its  "barbaric  relic"  at  an 
average  price  of  $307  per  ounce  and 
raked  in  $7  billion  of  foreign  ex- 
change. This  year  that  figure  could 
exceed  $15  billion.  South  Africa  will 
earn  additional  billions  in  exports  of 
diamonds,  platinum  and  chrome. 

The  problems  that  face  South  Afri- 
ca, however,  are  on  the  scale  of  its 
mineral  wealth.  Many  of  the  more 


odious  parts  of  apartheid  remain  in 
force.  Segregation  is  still  widespread, 
as  is  job  discrimination. 

At  long  last,  the  ruling  Nationalist 
party  has  begun  modifying  its  apart- 
heid system.  Prime  Minister  P.W. 
Botha  has  taken  to  heart  the  warning 
from  South  Africa's  military  that  it 
cannot  fight  a  "two-front  war,"  that 
the  whites  must  make  peace  with  the 
blacks  at  home. 

While  the  government  is  making 
changes  that  are  monumental  in  the 
eyes  of  many  whites,  they  are  un- 
impressive so  far  to  many  blacks,  es- 
pecially the  urban  youth. 

Perhaps  an  even  more  important 
force  for  change  than  the  military  is 
the  booming  economy.  There  is  an 
acute  shortage  of  skilled  workers,  and 
the  white  minority  cannot  possibly 
fill  the  need. 

Industrialization  has  also  created  a 
growing  professional  white  middle 
class  that  has  a  more  liberal  outlook 
than  the  traditional  rural  Afrikaner  or 
trade  unionist. 

As  if  an  agenda  of  racial  change 
isn't  formidable  enough,  the  govern- 
ment faces  the  task  of  insuring  that 
the  money  flooding  into  the  economy 
doesn't  unleash  a  great  inflation. 

Formidable  wealth.  Even  more  for- 
midable problems.  Prime  Minister 
Botha's  job  is  not  an  easy  one. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Cold  Olympic  Truth 

Lake  Placid — Thousands  of  people 
each  day  left  in  the  cold  for  hours,  wait- 
ing for  buses  .  .  .  ticket  and  telephone 
systems  became  overloaded;  some  medal 
winners  were  not  notified  to  appear  at 
the  first  award  ceremony;  the  flags  didn't 
unfurl;  a  medal  was  dropped  and  lost  in 
the  snow.  .  .  .  We  can  imagine  the  ideo- 
logical invective  if  this  sort  of  thing  had 
happened  in  Moscow. 

*    *  * 

Discussing  the  Moscow  Olympic 
Games,  the  1 980  edition  of  the  Handbook 
for  Communist  Militants  in  the  Soviet 
Union  emphasizes:  "The  ideological 
struggle  between  East  and  West  is  directly 
involved  in  the  selection  of  the  cities 
where  the  Olympic  Games  take  place.  The 
decision  to  hold  the  Games  in  Moscow  is 
decisive  proof  of  the  correctness  of  the 
foreign  policy  of  the  Soviet  Union." 

— The  New  York  Times 

Pay  at  the  Pump 

Do  Americans  have  the  will  to  face  up 
to  Soviet  pressure,  to  pay  the  price  to 
restore  the  country's  military  and  moral 
strength?  One  price  Americans  are  pay- 
ing— and  griping  about — is  at  the  gas 
pump.  Gasoline  costs  $1.15  a  gallon.  But 
it's  no  big  deal  compared  with  most 
other  lands.  Some  samples:  Britain, 
$2.90;  Spain,  $3.21;  Italy,  $3.27;  France, 
$3.20;  Japan,  $2.37;  Iceland,  $3.50;  Rus- 
sia, $1.31,  but  the  octane  is  too  low  for 
most  American  cars.  The  bargains  are  in 
Kuwait,  21  cents,  and  in  Saudi  Arabia, 
26  cents. 

— U.S.  News  &>  World  Report 

Poor  New  York 

What  else  can  you  expect  from  a  town 
that's  shut  off  from  the  world  by  the 
ocean  on  one  side  and  New  Jersey  on 
the  other? 

— O.  Henry 

Universal  Service 

An  important  step  toward  ending  the 
division  in  America  is  to  bring  the 
classes  together  again.  The  last  time  this 
happened  on  a  nationwide  scale  was  in 
World  War  U,  and  while  the  war  experi- 
ence has  been  overly  glorified  and  senti- 
mentalized, it  did  have  that  important 
benefit.  The  young  man  from  Brooklyn 
and  the  farm  boy  from  Alabama  really 
could  be  in  the  same  PT  boat  with  a 
Kennedy,  and  they  didn't  have  to  go  to 
Harvard  Law  School  to  get  there. 


To  narrow  the  gap  between  the  classes 
and  begin  the  process  of  bringing  com- 
munity back  to  our  national  life,  we  need 
a  program  of  universal  service  to  the 
country.  Every  American  youth,  after 
high  school,  or  sometime  within  a  few 
years  after  that,  should  spend  at  least  two 
years  in  the  military  or  three  years  in 
some  volunteer  organization  like  the 
Peace  Corps  or  VISTA  ...  or  in  an  orga- 
nization modeled  on  the  old  Civilian 
Conservation  Corps. 

The  benefits  of  this  plan  are  obvious: 
we  would  no  longer  have  to  bribe  people 
to  join  the  military.  Nor  would  the  gov- 
ernment have  to  pay  huge  sums  of  mon- 
ey tending  to  the  needs  of  the  elderly  or 
the  sick  or  the  poor.  Universal  service 
would  insure  that  people  from  both  sides 
of  the  track  would  meet  and  talk  and 
work  together.  In  the  process  they  might 
lose  their  unreal  views  of  each  other — 
views  that  are  usually  either  too  hostile 
or  too  sentimental. 

— Charles  Peters,  editor-in-chief, 
The  Washington  Monthly 

"Bully"  Tweedledees 

To  me,  George  Bush  is  a  tweedier 
version  of  Ronald  Reagan.  They  both 
espouse  the  same  primitive  ideas, 
thinking  that  we  can  go  back  to  the 
America  of  Teddy  Roosevelt,  cry  "Bul- 
ly!" and  land  troops  here  and  there.  .  .  . 
Let's  not  succumb  to  cold-war  hysteria. 
There  aren't  many  Americans  who  on 


sober  reflection  want  our  young  peopli 
to  die  defending  oil  that  we  could  lean 
to  live  without. 

— John  Anderson) 
Republican  candidate  for  Presided 


Thanks  to  Congress,  we  have 
30  million  laws  to  enforce  la 
commandments. 


— "Today's  Chuckle' 

The  Los  Angeles  Times  Synd  cate  t  1979 
Reprinted  with  permission 


Take  Stock  and  Strike 

The  Philadelphia  fournal,  owned  by, 
Montreal-based  Ouebecor  Inc.,  wasn't 
published  yesterday  because  of  i 
strike.  .  .  .  Pierre  Peladeau,  Quebecor't 
president  and  chief  executive  officer] 
took  a  hard  line  in  his  talks  with  the 
Teamsters,  who  represent  about  60  foua 
nal  truck  drivers.  "If  you  strike,  I  fold,'] 
he  recalled  he  told  them  months  earlier] 
He  added  that  he  advised  the  Teamsters 
to  buy  Quebecor  stock  if  they  strike  beH 
cause  "this  drain  [the  fournal]  will  go  oufl 
of  the  picture  and  the  price  will  go  up."  J 
— Wall  Street  fournal 

A- 1  Occidental  Idea 

Daisy's  Prince  Charming,  Patrick 
Shannon,  is  the  kind  of  guy  who  thinks 
nothing  of  putting  the  company's  400 
Japanese  employees  on  New  York  time 
just  so  he  doesn't  get  jet  lag  when  he 
visits  Tokyo. 

— from  a  review  of  Judith  Krantz' 
Princess  Daisy  by  Kenneth 
Turan,  in  New  West] 
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All  our 747B's  arrive 
inTokyo  too  early 


arrive  in  Tokyo  and  Bangkok  before  the  day 
is  old.  So  you  can  fly  on  with  us,  as  smooth 
as  silk,  to  33  cities  in  26  countries.  And 
while  our  Captain  is  busy  flying  the  most 
0mf  direct  route  to  the  Orient,  our 
"~  M  tr%M^M  ■  cabin  staff  is  busy  making 
m  m  m^LMm  you  wish  he  weren't 

How  man  was  meant  to  fly. 


It  begins  with  your  business. 

It  begins  with  all  the  knowledge  of  the  Bell  System. 

The  process  puts  both  sets  of  knowledge  together,  codifies  them 
and  produces  practical  applications  utilizing  advanced  communications 
technology  to  solve  your  information  management  problems. 

Now  that  most  business  problems  have  become  information 
management  problems,  you  can  benefit  from  the  knowledge  and  techniques 
developed  to  operate  the  most  advanced  information  management  system 
on  earth— America's  communications  network. 

We  are  organized  on  an  industry-by-industry  basis  to  provide 
businesses  with  information  management  that  utilizes  advanced 
communications  to  further  marketing  goals  and  enhance  return  on  investment. 

The  time  is  right  for  corporations  to  discuss  with  the  Bell  System 
the  future  as  we  practice  it  now.  With  lasers,  satellite  communications, 
magnetic  bubble  memories,  fiber  optics,  microelectronics.  With  their 
application  to  business  requirements  by  thousands  of  experienced 
information  management  specialists.  With  equipment  that  is  remarkable  in 
its  reliability,  backed  by  service  that  is  superb. 

We  are  insight.  We  are  change.  We  are  the  future. 

And  we  can  put  it  to  work  for  your  business. 

The  knowledge  business 


There  are  those  who  will  go  to  any  expense  to  perfect  a  martini. 
Or  even  to  perfect  a  mixed  drink.  Boodles,  the  ultra-refined  British  gin.  spares 
no  expense  to  please  those  perfectionists.  It  is  produced  from  the  worlds 
costliest  methods  and  imported  from  Great  Britain. 
If  cost  is  no  consideration  in  satisfying  your  taste,  consider  Boodles 
in  your  next  martini — or  mixed  drink. 

Boodles.The  world's  costliest  British  gin. 

94  4  Proof  Distilled  From  Grain  General  Wine  ^Spirits  Co.NY.NY  10022 


Forbes 


ed  Chairman  Volcker  says  we  won  t  have  a  money  crunch.  Lets  call 
spade  a  spade,  Mr.  Volcker.  What  do  you  call  the  current  situation? 


If  you're  not  scared,  maybe 

you  should  be 


rHiRTEEN  hundred  American 
bankers  and  many  of  their  spouses 
turned  up  last  month  in  Los  Ange- 
>  for  the  annual  American  Bankers  As- 
:iation  investment  conference.  Mostly 
ese  weren't  the  big  names  of  banking 
t  the  nuts-and-bolts  people  who  do  the 
)  of  raising  money  and  parceling  it  out. 
le  attendees  arrived  in  a  gay  mood, 
idy  to  enjoy  themselves,  swap  stories 
d  lift  glasses  with  old  friends.  Business 
iked  pretty  good.  The  overwhelming 
ijority  of  the  attendees  accepted  the 
nsensus  view  that  there  wouldn't  be 
jch  of  a  recession  this  year,  and  if 
sre  were,  it  would  be  a  recession  hardly 
>rthy  of  the  name. 

abruptly,  the  mood  changed.  On  Fri- 
y,  Feb.  15,  a  few  days  before  the  meet- 
l  started,  the  Federal  Reserve  Board 
d  jacked  up  the  discount  rate  from 
%  to  13%.  The  bond  market  took  a 
v  days  to  digest  the  news.  By  Wednes- 
y,  however,  it  started  to  collapse.  The 
lowing  day  the  respected  money  mar- 
t  economist  Henry  Kaufman  delivered 
peech.  The  Salomon  Brothers  partner 
d  said  much  the  same  thing  before: 
lation  was  worse  than  most  people 
:ognized,  and  interest  rates  were  going 
continue  rising  to  unheard-of  heights, 
am  aghast  at  how  much  our  country 
s  faltered,"  he  told  the  audience.  "To 
iume  that  productivity  will  improve 
s  year  ignores  recent  economic 
itory.  .  .  .  Our  inflation  will  be  high 
ative  to  most  industrial  na- 
ns. .  .  .  We  are  lurching  toward  a  na- 
nal  economic  emergency." 


Salomon  Brothers'  Kaufman 

The  familiar  became  shocking. 
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Federal  Reserve  Chairman  Volcker 


Interest  rates  dont  count? 

Even  though  Kaufman's  ideas  were 
fairly  old  hat  to  the  audience  the  con- 
junction of  his  speech  and  the  intercon- 
nected increase  in  the  discount  rate  and 
collapse  of  the  bond  market  sent  a  shiver 
through  the  meeting.  It  was  as  if  some- 
one had  shouted  "Fire!"  in  a  crowded 
theater  at  the  very  minute  when  smoke 
began  pouring  out  of  the  ceiling. 

At  that  moment,  the  bankers  recog- 
nized what  the  public  has  not  yet 
grasped:  that  the  Great  Credit  Crunch  of 
1980  has  started.  "We  were  nervous  be- 
fore we  listened  to  Henry,"  said  one 
prominent  banker,  "but  after  we  heard 
him  we  were  scared  silly.  He  shook  us 
right  out  of  our  complacency." 

Thomas  R.  Wilcox,  tough-minded 
chairman  of  San  Francisco's  Crocker  Na- 
tional Bank  (Forbes,  Nov.  12,  1979), 
summed  up  the  mood:  "A  few  months 
ago  I  was  prepared  to  believe  that  we  [the 
banking  system]  would  survive  by  regen- 
erating the  principles  of  sound  bank- 


ing. .  .  .  (But)  traditional  good  credit 
judgment  has  become  submerged  in  a 
tide  of  opinion  that  nothing  could  fail. 
We  have  led  our  customers  into  paths  of 
unrighteousness. 

"My  answer  today  to  the  question  of 
whether  we  can  survive  is  not  as  opti 
mistic.  It  is  conditional."  Strong  words, 
those,  coming  from  an  experienced,  re- 
sponsible, word-weighing  banker. 

The  crunch — which  nearly  everyone 
referred  to  only  obliquely,  not  by  that 
term — comes  about,  essentially,  because 
the  nation  is  having  to  make  a  terrible 
choice:  whether  to  bring  on  a  serious 
recession,  or  risk  inflation  moving  to- 
ward Latin  American  levels. 

A  major  contributing  cause  to  the  in- 
flation and  the  unsound  lending  practices 
that  Wilcox  deplored  has  been  the  con- 
tinuance of  interest  rates  that  were,  after 
taxes,  generally  well  below  the  prevailing 
inflation  rate.  Under  these  circum- 
stances you  didn't  have  to  be  an  econo- 
mist to  see  that  it  would  pay  to  buy 
assets  with  borrowed  money  and,  in  ef- 
fect, arbitrage  between  the  interest  rate 
and  the  inflation  rate.  People  bought 
houses  that  way — cars,  jewelry,  gold. 
They  utilized  bank-fed  consumer  credit 
to  live  it  up,  confident  that  they  would  be 
paying  back  with  cheaper  dollars. 

But  all  this  depends  on  a  plentiful  sup- 
ply of  credit.  As  interest  rates  move  up 
toward,  and  even  past,  the  inflation  rate, 
the  borrowing  becomes  more  painful. 
Even  that  might  not  dampen  the  dance  if 
the  music  hadn't  suddenly  stopped  play- 
ing. But  the  simple  fact  is  that  money 
will  soon  be  fairly  scarce,  except  at  pro- 
hibitive cost. 

Why  is  the  situation  leading  to  a  credit 
crunch;  The  price  banks  are  having  to 
pay  to  get  lendable  funds  is  so  high  that 
many  borrowers  simply  cannot  afford  to 


pay  what  they  charge.  A  prime  rate  of 
16'/2%  means  20%  for  many  business) 
borrowers. 

Why  don't  the  banks  get  out  of  lower- 
yielding  securities  to  get  more  money  to 
lend  at  the  higher  rates?  They  can't. 
With  Treasury  bond  yields  up  from  9.1% 
last  May  to  13%  now,  they  would  have 
to  book  horrendous  losses  were  they  to 
sell  bonds  to  raise  lendable  cash.  The 
Treasury  9'/xs,  which  sold  at  100  in  May, 
were  trading  at  70  in  late  February,  aj 
30%  drop. 

"There  is  a  big  question  whether 
banks  can  sell  assets  to  make  loans,"  said 
Thomas  N.  Slonaker,  senior  vice  presi- 
dent of  Pittsburgh's  Mellon  Bank.  On  top 
of  this,  banks  are  locked  into  tens  of  j 
billions  of  12% -to- 18%  consumer  loans 
and  mortgages,  relatively  long-term 
fixed-return  loans.  These  were  made  at 
rates  that  looked  pretty  attractive  to  the 
bankers  when  the  corporate  prime  was 
10%,  but  are  no  longer  profitable  to  the 
banks  when  they  must  pay  16.3%  to 
raise  money  through  six-month  certifi- 
cates of  deposit. 

The  situation,  of  course,  is  even  worse 
for  savings  and  loans  than  for  commer- 
cial banks.  Karl  M.  Shelton,  president  of 
Citizens  Fidelity  Corp.  of  Louisville,  Ky.: 
"Think  of  all  the  savings  and  loan  associ- 
ations who  must  pay  13.6%  and  more  for 
six-month  money  market  certificates 
when  they  are  sitting  with  an  average 
return  of  only  8%  on  their  mortgage 
portfolios."  Good-bye,  temporarily  at 
least,  to  mortgage  lending. 

As  the  long-term  bond  market  ground 
to  a  halt,  many  needy  borrowers  were 
turning  back  to  the  banks.  So  were  com- 
panies that  were  squeezed  out  of  the 
commercial  paper  market.  To  get  money 
to  meet  this  loan  demand,  the  banks 
were  selling  certificates  of  deposits  to 
the  money  market  funds,  which  for  their 
part  were  sucking  money  out  of  the 
banks.  But  only  the  biggest  banks  could 
do  this;  money  market  funds  prefer  big 
names  on  their  paper. 

A  prominent  Detroit  banker,  writing 
on  the  very  day  that  the  Fed  pushed  the 
discount  rate  to  13%,  distilled  the  gener- 
al feeling  Of  impending  disaster:  "I  de- 
spair at  the  direction  of  interest  rates  and 
begin  to  have  some  concern  as  to  the 
actual  viability  of  the  bond  market." 
Warned  Mellon  Bank's  Slonaker:  "If 
banks  can't  make  loans,  the  economy 
must  grind  to  a  halt." 

Will  we  somehow  muddle  through 
this  time — one  time  more?  With  each 
new  burst  of  inflation,  the  odds  length- 
en against  the  muddling  process.  In  the 
article  that  follows,  respected  money 
manager  Ashby  Bladen  argues  that  the 
U.S.  is  now  faced  with  a  choice  be- 
tween a  severe  recession — not  a  mild 
one — or  a  rate  of  inflation  that  could  rise 
from  the  teens  into  the  20%  range  and 
higher.— f.w.M.  and  B  W 
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?aders  will  remember  an  article  by  Ashby  Bladen  advising  business 
yople  on  how  to  cope  with  an  impending  financial  crisis  (FORBES, 
ct.  15,  1979)-  At  the  time,  Bladen  called  a  crash  inevitable  but  didnt 
y  when  it  would  occur.  Below  he  does  say.  It's  now. 

A  major  recession 
is  now  inevitable 


By  Ashby  Bladen 


Money  no  longer  exists 

)uring  the  second  week  of  February 
American  financial  system  started  to 
ak  down.  And  during  that  same  week 
governors  of  the  Federal  Reserve  Sys- 
i  demonstrated  conclusively  that  they 
k  a  clear  theoretical  understanding  of 
at  it  is  that  they  are  supposed  to  be 
ng.  They  did  that  by  releasing  their 
v  definitions  of  money.  In  fact,  noth- 
that  is  properly  called  money  exists 
rmore.  The  word  money  stems  from 

Latin  word  moneta,  which  means 
ns;  and  until  1914,  money  was  univer- 
y  understood  to  mean  precious  metals 
he  form  of  coins  or  bullion  that  were 
epted  as  means  of  payment  because 
y  were  intrinsically  valuable.  Any- 
ig  on  paper,  excepting  only  ware- 
ise  receipts  for  precious  metals,  was 
sidered  to  be  a  credit  instrument — an 
nowledgment  of  a  debt — and  not 
ney  in  the  primary  sense  of  the  word. 
i  may  recall  that  before  1934  the 
lerican  gold  and  silver  certificate  dol- 
bills  were  precisely  such  warehouse 
;ipts,  and  were  freely  exchangeable 
the  respective  metals, 
l  1914  the  warring  powers  in  Europe 
ed  their  citizens  to  surrender  their 
cious  metals  in  exchange  for  paper 
es;  and  in  1934  the  U.S.  government 
ered  the  American  people  to  do  the 
le  thing  with  their  gold.  Because  of 
historical  accident  that  the  U.S.  had 
metallic  financial  system  in  the  19th 
tury  that  was  based  upon  both  gold 

silver,  some  vestiges  of  money  with 
insic  value  survived  here  until  about 
5;  but  broadly  speaking,  Europe  since 
X  and  the  U.S.  since  1934  have  had 
incial  systems  that  deal  mainly  in 
lit  instruments — evidences  of  debts. 


1  liladen.  author  of  How  to  Cope  with  the  Develop- 
:inancial  Crisis,  is  senior  nee  president-investments 
<e  Guardian  l  ife  Insurance  Co  of  America 


A  watershed  in  the  history  of  the  U.S. 
economy — indeed,  the  world  econo- 
my— may  have  been  in  the  making  last 
month  as  bond  prices  collapsed  and 
even  hardheaded  businessmen  were 
heard  calling  for  wage  and  price  con- 
trols. On  this  and  the  following  pages,  a 
selection  of  news  photos  carried  by  the 
major  wire  services  in  just  one  24-hour 
period — the  evening  of  Feb.  20  and  the 
following  day.  It's  a  sort  of  family  al- 
bum of  a  world  doing  ordinary  business 
as  usual  even  as  signs  appeared  of  ex- 
traordinary economic  disarray. 


President  Cutler  speaking 
to  White  House  visitors 


Crane  and  Bush 
in  New  Hampshire 


However,  our  politicians,  central  bank- 
ers and  economists  have  not  yet  grasped 
the  major  implications  of  that  change. 

The  things  that  we  now  call  money 
and  use  to  settle  transactions  are  simply 
the  most  liquid  credit  instruments  that 
are  available  in  our  financial  system.  But 
since  liquidity  is  a  matter  of  more  or  less, 
it  is  difficult  to  draw  the  line  and  say 
which  instruments  should  be  called 
money  and  which  should  not.  It  is  this 
artificial  distinction  that  has  produced 
the  plethora  of  Ms — Ml,  M2,  etc. — that 
plague  us  today,  and  to  which  the  Fed  has 
now  added  its  confusing  contribution. 
Moreover,  the  line  won't  stand  still.  The 
financial  crisis  that  is  currently  develop- 
ing is  producing  great  pressures  for  insti- 
tutional changes  that  are  progressively 
increasing  the  liquidity  of  most  if  not  all 
financial  instruments.  For  example, 
mortgages  used  to  be  considered  relative- 
ly illiquid  investments.  But  today,  if  a 
financial  institution  wants  to  recapture 
the  purchasing  power  that  it  has  tied  up 
in  a  portfolio  of  mortgages,  it  simply  sells 
a  "passthrough"  bond  issue  on  the 
strength  of  the  mortgages.  No  monetar- 
ist yet  considers  mortgages  to  be  money. 
But  they're  getting  closer. 

These  conceptual  shortcomings  are 
causing  our  economic  theories  of  the  fi- 
nancial system  to  become  increasingly 


irrelevant  to  the  main  problems  that  face 
us  today.  One  such  problem  is  that  dur- 
ing the  last  four  years  the  American  peo- 
ple have  been  off  on  a  borrowing  and 
spending  spree  of  unprecedented  propor- 
tions. It  is  precisely  this  borrowing  and 
spending  that  is  propelling  our  accelerat- 
ing inflation,  which  in  turn  has  already 
produced  a  level  of  interest  rates  with 
which  our  financial  system  cannot  in  the 
end  coexist.  And  the  Fed,  far  from  pursu- 
ing the  restrictive  policy  that  the  gover- 
nors appear  to  sincerely  believe  that  they 
are  pursuing,  is  actively  encouraging  and 
supporting  the  spree. 

Some  cheerful  predictions 

The  inflationary  overexpansion  of  debt 
has  already  gone  far  beyond  the  point  at 
which  a  soft  landing  into  price  stability 
without  a  painful  financial  crash  would 
have  been  possible.  And  it  is  virtually 
certain  to  continue  throughout  calendar 
1980.  I  venture  to  predict  that,  in  the 
absence  of  price  and  wage  controls  (the 
main  effect  of  which  would  be  to  acceler- 
ate the  rate  at  which  our  national  pro- 
ductivity is  declining),  by  the  end  of  this 
year  the  Consumer  Price  Index  will  be 
rising  at  a  20%  annual  rate.  And  I  believe 
that  we  will  see  20%  yields  on  long  U.S. 
government  bonds  before  we  again  see  a 
yield  of  10%. 
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Looking  beyond  1980,  the  longer-run 
prospects  for  this  country  will  depend 
upon  whether  we  are  wise  enough  to 
elect  this  fall  financially  responsible  poli- 
ticians to  both  the  Congress  and  the 
White  House,  politicians  who  are  deter- 
mined to  end  the  inflation  at  any  cost 
because  they  know  that  otherwise  it  will 
end  in  a  national  disaster.  It  is  not  usual 
for  the  investment  officer  of  a  life  insur- 
ance company  to  use  such  dramatic  lan- 
guage, or  to  write  an  alarmist  article  like 
this  one.  But  it  is  self-defeating  to  at- 
tempt to  run  a  successful  financial  insti- 
tution within  the  framework  of  a  collaps- 
ing financial  system. 

The  urgent  need  for  a 
reformation  of  financial  theory 

The  U.S.,  along  with  many  other  coun- 
tries, has  been  experiencing  a  virtual  ex- 


rate  of  debt  formation  will  also  be  con- 
trolled more  or  less  automatically.  (I  real- 
ize that  I  am  oversimplifying  the  con- 
ventional theory  by  ignoring  the  concept 
of  the  velocity  of  the  circulation  of  mon- 
ey, which  everybody  agrees  is  not  entire- 
ly controllable  by  the  financial  authori- 
ties. I  believe  that  I  am  mstified  in  ignor- 
ing it  because,  as  you  will  see  in  a 
moment,  my  own  theory  of  the  financial 
system  does  not  employ  that  concept  ! 
This  is  a  triumph  of  unquestioningly  ac- 
cepted dogma  over  simple  observation 
and  common  sense.  We  all  know  that  we 
personally  get  purchasing  power  by  bor- 
rowing it;  and  today  we  live  in  a  world 
full  of  sources  of  instant  credit  that  may 
have  only  the  most  tenuous  connection 
to  the  money  supply.  For  example,  think 
about  the  gasoline  credit  card  in  your 
wallet;  and  then  tell  me  whether  you  can 


created  in  this  way  is  virtually  limit 
less — as  long  as  the  politicians  are  able  u  I 
retain  control  of  the  state. 

Changes  in  the  money  supply  are  thu 
consequences  of  the  central  bank's  acjl 
tions  in  supplying  |or,  occasionally,  noil 
supplyingl  all  the  liquidity  that  the  rnarll 
ket  demands;  and  so  they  are  not  f/;//rt7jl 
irrelevant.  They  do  serve  as  a  fair  proxil 
by  which  to  measure  changes  in  centrajl 
bank  policy.  But  starting  with  changes  ifl 
the  money  supply  rather  than  beginning 
with  the  changes  in  the  total  amount  of 
credit  outstanding  is  putting  the  cart  be< 
fore  the  horse. 

.  .  .  and  subsidies 

It  is  also  worth  noting  that  politician! 
today  frequently  use  the  credit  of  tha 
State  to  guarantee  or  otherwise  subsidizj 
activities  like  housing  construction  thai 


Rosafyrm  Carter 
in  New  Hampshire 


Senator  Kennedy  bos  a 
birthday — he  's  now  48 


The  DJIA  ai  the 
close  on  Feb  Jl 
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Liechtenstein  s  women  's 
giant  slalom  champion 


plosion  in  the  rate  of  debt  formation 
accompanied  by  an  ominously  rising  rate 
of  inflation,  at  the  same  time  that  our 
economic  theories  of  the  financial  sys- 
tem either  explicitly  or  implicitly  deny 
either  the  rate  of  credit  expansion  or  the 
amount  of  debt  outstanding  is  a  particu- 
larly important  economic  variable  or  has 
anything  much  to  do  with  the  rate  of 
inflation.  This  has  always  struck  me  as 
being  manifestly  preposterous — how  can 
anything  so  vitally  important  to  the  indi- 
vidual people  and  businesses  that  make 
up  the  financial  system  not  be  important 
in  the  aggregate?  Most  economists  do 
not  recognize  clearly  enough  that  it  is 
precisely  debt  formation  that  opens  up 
the  inflationary  gap  between  real  output 
and  nominal  purchasing  power  because 
they  assume  that  only  money,  not  credit, 
constitutes  purchasing  power.  The  only 
exception  is  bank  credit,  the  expansion 
of  which  is  recognized  to  create  purchas- 
ing power;  but  only  because  it  is  also 
considered  to  create  money. 

Credit  matters  .  .  . 

The  notion  that  money  matters  but 
credit  doesn't  is  apparently  based  upon 
the  plausible  assumption  that  in  order  to 
lend  a  dollar  you  first  have  to  have  one, 
and  that,  therefore,  if  we  can  control  the 
rate  at  which  monev  is  created  then  the 


still  believe  that  only  money  constitutes 
purchasing  power. 

.  .  .  and  so  does  liquidity 

The  flaw  in  our  current  theory  of  the 
financial  system  is  that  it  ignores  the 
liquidity  of  the  financial  instruments 
that  borrowers  give  to  lenders  as  evi- 
dences of  their  debts.  As  long  as  lenders 
can  sell  on  the  secondary  market  the 
financial  instruments  that  they  have  re- 
ceived as  evidences  of  previous  loans,  or 
pledge  them  as  collateral  for  new  loans  to 
themselves,  they  can  go  on  creating  pur- 
chasing power  by  extending  new  credit 
indefinitely. 

The  basic  reason  why  the  financial 
system  is  now  able  to  create  an  inflation- 
ary overexpansion  of  purchasing  power 
simply  by  selling  or  hypothecating  its 
existing  assets  and  making  new  loans  is 
that  ever  since  the  disaster  of  the  Great 
Depression  and  its  attendant  deflation, 
both  of  which  were  largely  caused  by  a 
massive  contraction  of  credit,  the  politi- 
cians in  virtually  all  countries  have  de- 
cided that  the  credit  of  the  sovereign 
State  should  be  made  readily  available  to 
the  financial  market  through  the  inter- 
mediation of  the  central  bank.  Since  the 
notes  of  the  central  bank  are  legal  tender 
and  the  people  are  required  to  accept 
them,  the  amount  of  credit  that  can  be 


they  consider  to  be  more  important  than 
the  financial  market  considers  them  td| 
be;  and  that,  no  matter  how  praiseworjj 
thy  the  politicians'  motives  are,  the  ulti-j 
mate  consequences  regularly  turn  out  t<j| 
be  adverse.  For  example,  it  is  only  novfl 
becoming  obvious  that  during  the  last  c 
years,  while  we  have  been  emphasizing 
housing,  the  Germans,  Japanese,  Kore] 
ans,  Taiwanese  and  others  whose  stan| 
dard  of  living  is  rising,  while  ours  is  novjl 
declining,  were  emphasizing  investment 
in  modern  factories  and  productive  toolsj 

The  credit  of  the  sovereign 
State  is  not  unlimited 

One  of  the  fallacies  of  liberal  economy 
ics  is  the  belief  that  the  credit  of  tha 
sovereign  State  is  literally  infinite.  ThM 
New  York  Times,  for  example,  quite  prop* 
erly  castigated  the  governments  of  Nevl 
York  City  and  State  for  getting  into  fiJ 
nancial  crises  by  refusing  to  recogniza 
that  their  resources  are  limited  and  Djl 
borrowing  excessively,  largely  in  order  tcx 
finance  subsidized  housing.  But  tha 
Times  apparently  still  believes  that  the 
federal  government  can  do  everything 
wants.  In  fact,  the  ultimate  limiting  fac- 
tor is  that  when  the  chaos  caused  by 
runaway  inflation  gets  bad  enough  thf|| 
politicians  frequently  do  lose  control  < 
the  State.  Hyperinflation,  revolution  and1 
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ds  are  the  ultimate  disasters  to  which 
sponsible  political  finance  exposes 
iVe  are  still  far  away  from  those  con- 
)ns  in  the  U.S.,  but  we  are  moving  in 
r  direction  at  an  accelerating  pace, 
gain,  it  is  worth  noting  that  the  Re- 
lican  Party's  claim  to  unswerving  fi- 
cial  rectitude  has  largely  been  demol- 
d.  For  example,  those  most  responsi- 
for  the  crises  in  New  York  City  and 
e — Mayor  Lindsay  and  Governor 
kefeller — were  Republicans,  while 
one  voice  that  consistently  advised 
lence  belonged  to  Comptroller  Lev- 
a  Democrat.  The  issue  of  financial 
onsibility  transcends  party  lines. 

desperately  need  a  real  rate 
of  interest  after  taxes 

said  at  the  beginning  that  the  Fed, 
taps  unknowingly,  is  actively  aiding 


the  current  level  of  inflation  is  certain  to 
cause  serious  problems  for  financial  in- 
stitutions— nothing  less  than  massive 
disintermediation.  Because  they  borrow 
short  and  lend  long,  they  cannot  raise  the 
yields  on  their  assets,  and  therefore  the 
interest  rates  that  they  can  afford  to  pay 
on  their  deposits,  as  fast  or  as  high  as 
market  rates  of  interest  are  climbing. 
That,  in  a  nutshell,  is  why  we  are  in  for  a 
financial  crisis  in  the  short  run. 

A  realistic  theory  of 
central  banking 

The  failure  to  recognize  that  the  ex- 
pansion of  credit  creates  purchasing 
power  has  in  turn  caused  the  mechanism 
through  which  central  bank  policy  im- 
pacts the  financial  system  to  be  seriously 
misunderstood.  This  misunderstanding 
is  glaringly  obvious  to  financial  manag- 


system  to  finance  inflation  is  open-end- 
ed; and  second,  that  when  the  central 
bank  decides  to  do  something  about  in- 
flation the  only  effective  thing  that  it  can 
do  is  to  frighten  everybody  into  believing 
that  it  will  no  longer  make  available  all 
the  liquidity  that  the  market  demands.  If 
that  happened,  then  people  who  needed 
credit  not  to  finance  new  investments 
but  to  refinance  existing  debts  would  go 
broke;  and  if  enough  people,  businesses 
and  nonsovereign  governments  went 
broke  we  would  have  a  financial  crisis 
and  a  depression. 

Inflation  poses  a  painful 
dilemma  for  the  central  bank 

In  other  words,  the  central  bank  com- 
bats inflation  not  by  manipulating  the 
money  supply  but  by  scaring  the  living 
daylights   out   of   everybody.  Central 


Mda  is  honored  by 
isYr  Pudding  Club 


Miami  stabbing  murder 
— t/je  suspect  uas  17 


hi  Jalalabad.  Afghanistan, 
Moslem  rebels  pose  for  the  AP 


Secretary  of  State  Vance 
meets  the  press  in  Paris 


Soiiet  Premier  Kosygtn 
makes  an  appearance 


abetting  the  borrowing  and  spending 
e.  Last  October  the  Germans  con- 
ed Chairman  Volcker  that  the  going 
of  interest  must  be  at  least  as  high  as 
rate  of  inflation.  Unfortunately,  that 
lly  half  of  the  story.  In  real  terms, 
after  taxes,  interest  rates  in  the  U.S. 
still  substantially  negative  for  most 
□wers  and  lenders  so  that  it  costs 
than  nothing  to  borrow;  and  lenders 
ess  than  nothing  for  the  use  of  their 
rigs.  No  wonder  there  is  a  great  de- 
d  to  borrow  and  buy  now  before 
;s  go  even  higher,  and  a  growing 
lclination  to  save  and  bear  the  corre- 
iding  loss. 

ntil  we  again  have  a  real  rate  of  inter- 
ifter  taxes,  the  rate  of  inflation  will 
inue  to  accelerate.  Worse,  there  will 
3e  an  adequate  incentive  for  people  to 

and  invest  in  the  tools  and  facilities 

make  human  efforts  more  efficient 
productive.  That  is  one  of  the  reasons 

the  American  economy  is  becoming 
jmpetitive  and  our  standard  of  living 
begun  to  fall.  We  are  running  down 
eal  capital  that  was  bequeathed  to  us 
>ur  parents  and  forebears,  who  did 
!  an  adequate  incentive  to  save;  and, 
1  we  again  begin  to  replace  and  add  to 

an  adequate  pace,  our  standard  of 
ig  will  continue  to  fall, 
it  a  real  rate  of  interest  after  taxes  at 


ers  like  myself,  because  we,  and  the  fi- 
nancial institutions  we  work  for,  are  the 
mechanism.  Central  bank  policy  im- 
pacts the  system  as  a  whole  by  causing 
us  to  become  afraid  that  our  depositors, 
policyholders  and  other  creditors  will 
withdraw  their  funds  and  reinvest  them 
at  the  higher  yields  that  are  available  in 
the  market,  at  a  time  when  the  central 
bank  is  no  longer  willing  to  create  all  the 
new  credit  that  the  market  demands,  so 
that  the  liquidity  of  financial  instru- 
ments declines  to  a  point  at  which  we 
can  neither  borrow  against  our  existing 
assets  nor  sell  them,  except  at  ruinous 
losses.  That  is  disintermediation;  and 
when  it  impends  we  hoard  our  remain- 
ing liquidity  and  try  to  avoid  making 
new  Joans.  At  all  other  times,  except 
when  financial  managers  are  worried 
about  disintermediation,  financial  crisis 
and  possible  insolvency,  the  ability  of 
the  modern  financial  system  to  create 
purchasing  power  through  the  expansion 
of  credit  is  virtually  infinite. 

Thus  the  State  now  underwrites  the 
liquidity  of  the  financial  system  by  act- 
ing as  a  buyer  and  discounter  of  last 
resort  for  existing  financial  instruments. 
The  practical  consequences  are,  first, 
that  as  long  as  financial  managers  are  not 
afraid  of  illiquidity  and  possible  insolven- 
cy the  ability  of  the  modern  financial 


banks  were  originally  established  to  pre- 
vent financial  crises  and  depressions,  not 
to  produce  them.  It  turns  out,  however, 
that  once  inflation  has  become  endemic 
and  is  expected  to  continue,  the  only 
effective  thing  the  central  bank  can  do  to 
slow  it  down  is  to  create  the  identical 
conditions  that  it  was  originally  set  up  to 
prevent. 

A  pretty  dilemma  indeed.  Small  won- 
der that  during  the  last  20  years  our  econ- 
omy and  financial  system  have  oscillated 
unhappily  between  credit-fueled  booms, 
in  each  of  which  the  inflation  rate  has  set 
a  new  peak,  and  increasingly  violent  cred- 
it crunches  in  each  of  which  interest  rates 
have  set  a  new  peak.  Practical  business- 
men and  financial  types  know  that  the 
fine  tuning  of  the  financial  system,  which 
conventional  monetary  theory  suggests  is 
possible,  is  a  myth  because  they  have 
been  around  this  course  four  times  in  the 
last  15  years;  and  many  economists  who 
are  involved  with  the  financial  markets 
expect  the  cycle  to  continue  with  steadily 
widening  oscillations. 

Can  the  Inflationary  Boom- 
Credit  Crunch  cycle  continue? 

I  do  not  agree  with  that  forecast.  This 
time  around  I  anticipate  a  severe  finan- 
cial breakdown;  partly  because  the 
world's  political  structure  has  become 
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dangerously  weak  and  vulnerable,  and 
partly  because  our  ability  to  retreat  from 
a  domestic  crunch  is  now  severely  limit- 
ed by  the  growing  precanousness  of  the 
financial  position  of  the  U.S.  in  the  inter- 
national marketplace. 

Sustained  worldwide  prosperity  and 
progress  depend  upon  some  country  be- 
ing willing  and  able  to  act  as  the  world's 
banker  because  there  are  lots  of  countries 
whose  people  do  not  trust  their  own  poli- 
ticians and  financial  system  enough  to 
be  willing  to  hold  their  savings  in  the 
form  of  deposits  or  financial  instruments 
that  are  denominated  in  their  own  cur- 
rency. They  want  a  country  and  a  curren- 
cy that  they  do  trust,  and  so  that  country 
must  be  willing  both  to  accept  their  de- 
posits and  in  turn  to  make  the  develop- 
ment loans  that  cannot  be  raised  on  the 
local  market. 


an  interest  in  dealing  honorably  with  our 
foreign  creditors  and  maintaining  the 
value  of  the  dollar,  he  took  the  position 
that  its  external  value  was  their  problem, 
not  ours.  More  recently,  the  freezing  of 
the  Iranian  balances  in  this  country  was 
another  step  that  is  bound  to  disturb  our 
foreign  creditors. 

Can  rearmament  and/or  a  mili- 
tary crisis  be  financed? 

The  last  straw  that  precipitated  the 
virtual  collapse  of  the  bond  market  in 
early  February  was  clearly  President 
Carter's  firm  response  to  the  Russian 
invasion  of  Afghanistan.  The  Congress 
will  now  undoubtedly  demand  a  substan- 
tial increase  in  military  procurement, 
without  feeling  that  this  should  entail 
cutting  back  somewhere  else,  and  at  a 
time  when  many  of  the  relevant  mdus- 


The  era  of  infinitely  inflatable 
credit  currencies 
is  probably  ending 

I  have  never  been  one  of  the  goldll 
bugs  who  believe  that  the  world  will|l 
not  be  able  to  restore  price  and  finan- 1 
cial  stability  until  we  return  to  the  goldll 
standard.  In  my  book  I  tried  to  demon- 1 
strate  that  the  long-run  price  and  finan- 1 
cial  stability  that  characterized  the! 
19th  century  was  not  so  much  because! 
of  a  gold  standard  as  because  of  the  fact! 
that  in  those  days  people  were  prudent! 
with  respect  to  borrowing  and  lending]! 
and  that  prudence  was  periodically  rein-  I 
forced  by  occasional  short-run  financial! 
crises  before  the  financial  system  as  ail 
whole  could  become  as  badly  out  of  I 
balance  as  it  is  today. 

I  believe  that  the  severe  crisis  that  is 
now  developing  will  go  a  long  way  tO- 
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In  my  book  I  analyzed  the  qualities 
that  a  country  must  have  in  order  to 
inspire  that  kind  of  trust.  It  turns  out 
that  there  are  four  of  them: 

First,  sufficient  military  strength 
and  political  stability  to  make  de- 
feat or  revolution  appear  unlikely. 
Second,  sufficient  wealth  and  eco- 
nomic progress  to  make  it  appear 
likely  that  the  key  currency  coun- 
try will  be  able  to  meet  its  obliga- 
tions on  schedule.  Third,  a  record 
of  honorable  dealings  with  foreign- 
ers that  suggests  that  it  will  be 
willing  to  honor  its  obligations. 
Fourth,  a  demonstrated  interest  in 
maintaining  both  the  internal  and 
the  external  value  of  its  money. 
Throughout  the  century  between  the 
Battle  of  Waterloo  in  1815  and  the  guns 
of  August  1914  the  U.K.  demonstrated 
those  qualities.  For  the  first  quarter-cen- 
tury after  World  War  II  the  U.S.  was 
generally  considered  to  have  them.  But 
after  1970  things  began  to  go  badly 
wrong.  It  is  a  moot  question  whether  we 
should  have  gotten  involved  in  Vietnam. 
But  great  powers  are  not  supposed  to  lose 
wars,  and  after  the  withdrawal  from 
Vietnam  a  period  of  troubles  for  the  dol- 
lar was  easily  predictable.  Unfortunately, 
Governor  Connally  was  then  Secretary 
of  the  Treasury.  Far  from  demonstrating 


tries  are  already  busy.  The  scramble  for 
labor,  materials  and  parts  that  impend- 
ing rearmament  is  already  beginning  to 
produce  has  further  diminished  the  odds, 
which  even  before  Afghanistan  I  consid- 
ered to  be  low,  that  we  will  have  that 
famous  recession  that  was  going  to  re- 
duce inflation  and  give  us  a  bull  bond 
market  anytime  in  the  presently  foresee- 
able future. 

This  new  problem  of  financing  rearm- 
ament, and  perhaps  an  international 
military  crisis  as  well,  comes  at  a  time 
when  inflation  was  already  accelerating 
within  the  U.S.  and  the  external  cred- 
itworthiness of  this  country  has  been 
seriously  eroded.  The  combination  is  in- 
deed awesome  to  contemplate. 
Disintermediation  is  already  a  serious 
problem  for  many  American  financial  in- 
stitutions. Even  before  the  U.S.S.R.'s  in- 
vasion of  Afghanistan  I  had  budgeted  for 
virtually  no  net  new  funds  for  invest- 
ment this  year  at  my  company.  Fortu- 
nately we  are  not  heavily  burdened  with 
forward  commitments  to  make  new 
loans,  but  many  other  life  insurance 
companies  are.  Thus,  at  a  time  of  unpre- 
cedented demands  for  credit  we  will  see 
the  life  insurance  industry,  which  is  nor- 
mally one  of  the  major  suppliers  of  long- 
term  capital  in  our  financial  system,  pro- 
vide little  or  none. 


ward  restoring  prudence  to  the  financial 
world.  And  during  the  last  few  weeks  I 
have  also  come  to  suspect  that  the  era  of 
infinitely  inflatable  credit  currencies  is' 
probably  drawing  to  a  close  simply  be- 
cause people  are  becoming  unwilling  to 
hold  their  savings  in  the  form  of  finan- 
cial instruments  whose  real  value  is 
steadily  depreciating.  It  looks  as  though 
the  world  may  soon  be  forced,  like  it  or 
not,  back  on  to  some  form  of  the  gold 
standard. 

lust  exactly  how  that  might  happen  is 
of  course  unforeseeable;  but  a  plausible 
scenario  would  be  for  the  underab- 
sorbers — that  is,  the  oil  exporters  who 
can't  manage  to  spend  all  their  export 
earnings  and  who,  therefore,  are  present- 
ly accumulating  enormous  financial 
claims  against  the  rest  of  us — to  say  that 
henceforth  the  difference  must  be  paid  in 
gold  at  something  like  15  or  17  barrels  of 
oil  per  ounce. 

If  Sheikh  Yamani  reads  Forbes  and 
would  like  to  pursue  this  idea  further  I 
will  be  happy  to  discuss  it  with  him — 
assuming,  of  course,  that  he  hasn't  al- 
ready thought  of  it  himself.  In  any  case, 
it  now  seems  obvious  that  the  remain- 
ing American  gold  stock  should  be  con- 
sidered a  war  chest,  and  not  frittered 
away  in  futile  attempts  to  break  the 
market.  ■ 
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?levision  station  prices  have  gotten  kind  of 
ratospheric.  Shades  of  one-decision  growth 
ocks  in  the  early  Seventies? 

Cheap  at  any  price: 

Where  have  you 
heard  this  before? 


By  Howard  Rudnitsky 
with  William  Harris 

really  has  gotten  kind  of  wild.  The 
ces  some  people  are  determined  to  pay 
ve  gotten  ridiculous — in  some  in- 
inces  up  to  15  times  cash  flow."  Carl 
Thoma,  vice  president  of  First  Chica- 
Investment  Corp.,  a  venture 
5ital  subsidiary  of  the  Chicago 
nk,  is  talking  about  television 
tions — especially  nonaffiliate 
itions.  Thoma  ought  to  know, 
s  outfit  is  one  of  the  equity  in- 
stors  in  the  broadcast  industry; 
i  bank  is  one  of  the  industry's 
gest  lenders. 

rhoma  doesn't  doubt  that  televi- 
m  is  going  to  continue  to  be  a 
3d  business.  But  it's  kind  of  like 
e-decision  growth  stocks  in  the 
ly  Seventies.  The  prices  have 
le  up  out  of  all  proportion  to  the 
>spects.  "What  makes  the  inde- 
ident  TV  purchase  market  really 
Inerable  today,"  says  Thoma,  "is 
it  buyers  have  entered  the  mar- 
t  assuming  the  price  will  go  up 
:omatically.  For  example,  I  re- 
ltly  heard  of  an  independent  in 
1  Francisco  that's  being  sold  for, 
elieve,  $10  million.  It's  a  station 
it's  just  going  on  the  air.  A  group 
paying  that  much  just  to  get  a 
jition  on  the  dial.  Five  years  ago 
j  could  have  got  that  spot  on  the 
1  for  well  under  $2  million."  He 
ls:  !s  that  kind  of  a  foot  in  the 
)r — and  that's  all  it  is — really  worth  5 
les  what  it  was  a  half-decade  ago? 
rhere  are  currently  about  100  func- 
ning  commercial  TV  stations  in  the 
>.  that  do  not  have  network  affih- 
on;  another  650  stations  are  affiliated 
th  one  of  the  three  networks.  The 
lependents  range  in  size  from  publicly 
ned  Metromedia  Inc.  ($416.7  million 
revenues),  with  seven  stations  in  ma- 
cities,  to  private  little  WQRF  in  Rock- 
d,  111.  The  independents'  revenues 


were  an  estimated  $740  million  last  year, 
with  a  pretax  profit  of  $180  million;  net- 
work affiliate  stations  had  about  $3.8 
billion,  with  pretax  profit  of  $1.2  billion. 

With  everyone  wanting  to  get  into  the 
TV  business  and  with  network  stations 
having  become  almost  prohibitive  in 
price,  the  bidding  for  the  independents 


media  brokerage  firm,  the  high  prices 
aren't  scaring  away  the  prospects. 
"There's  no  shortage  of  buyers,"  he  says, 
"even  at  today's  prices.  The  buyers  see  a 
bright  future  for  independent  stations  in 
the  1980s  and  they  are  willing  to  pay  for 
that  future."  Examples:  Taft  Broadcast- 
ing Co.  has  offered  $15.5  million  for 
WDCA  in  Washington,  D.C.;  Buford 
Television,  Inc.  has  reportedly  offered  to 
buy  KDNL  in  St.  Louis  for  $17  million; 
and  Ralph  C.  Wilson  Industries  paid  $14 
million  for  KGSC  of  San  Jose,  Calif. 

As  was  true  of  electronic  stocks  in  the 
early  Seventies  and  houses  in  Beverly 
Hills  until  recently,  buyers  always  have 
sound  reasons  for  being  willing  to  pay 
sky-high  prices.  In  the  case  of  indepen- 
dent TV  stations,  they  cite  growth  pros- 
pects. According  to  some  projections, 
revenues  of  independent  stations  should 
grow  close  to  15%  during  the  1980s. 
Though  down  from  the  20% -plus  rates  of 
the  1970s,  that  is  still  higher  than  the 
projections  for  the  network  affiliates, 
which  as  a  group  are  expected  to  grow  by 
more  than  12%. 

Why  should  the  independents  grow 
faster  than  the  affiliates?  Anthony  M. 
Hoffman,  vice  president  of  broker 
Bache  Halsey  Stuart  Shields,  Inc., 
argues  this  way:  "For  one  thing, 
the  independents  are  growing  from 
a  much  smaller  base  than  the  affili- 
ates. For  another,  independents 
now  have  access  to  alternative  pro- 
gramming through  vehicles  like 
Operation  Prime  Time  and  Golden 
Circle.  That  enables  the  indepen- 
dents to  counter  with  strong  pro- 
gramming of  their  own  against  the 
affiliates.  Moreover  they  now  can 
buy  reruns  oiM*A*S*H  and  All  in  the 
Family  when  the  affiliates  are  run- 
ning weaker  series  or  news."  Fur- 
thermore, major  market  indepen- 
dents can  have  their  signals  carried 
by  satellite  to  distant  cable  sta- 
tions, therefore  expanding  their 
market. 

Hoffman  cites 
recent  successes 
dents  against 
Metromedia's 


some  impressive 
of  the  mdepen- 
network  affiliates. 
Houston  UHF  sta- 


has  soared.  Thoma  cites  the  case  of  a 
station  in  San  Jose:  "A  guy  had  a  con- 
tract a  year  or  so  ago  to  sell  his  station  for 
about  $9  million.  The  deal  fell  through.  A 
year  later  they  sell  the  station  to  another 
party  for  $14  million.  I  mean,  when  num- 
bers are  going  up  like  that,  does  it  really 
mean  that  prospects  have  brightened  by 
that  much  in  a  little  more  than  a  year?  I 
doubt  it." 

But  according  to  James  W.  Blackburn 
Jr.,  vice  president  of  the  U.S.'  largest 


tion,  KRIV,  in  just  18  months  of 
ownership,  went  from  a  2%  mar- 
ket share  to  its  current  8%  share. 
Metromedia  already  has  non- 
network  stations  in  New  York 
City,  Washington,  D.C.,  Los  Angeles  and 
Cincinnati,  all  sporting  market  shares  of 
12%  to  15%.  Some  of  the  smaller  inde- 
pendents have  made  inroads  of  16%  to 
19%  of  household  shares.  Examples: 
Phoenix'  KPHO  and  Las  Vegas'  KVVU 
(headed  by  a  group  that  includes  NBC's 
Johnny  Carson),  Portland's  KPTV  and  St. 
Louis'  KPLR. 

Judging  the  future  by  the  past  has  usu- 
ally cost  investors  lots  of  money.  That 
may  be  just  what  is  happening  to  people 


IBES.  MARCH  17,  1980 


39 


Carl  D.  Thoma  (left)  of  First  Chicago  Investment  Corp.  and  Don  B.  Curran  of  Field  Communications  Corp. 
The  long-term  prospects  are  good,  but  dont  pay  through  the  nose  just  to  get  in  on  the  action. 


paying  inflated  prices  today  for  indepen- 
dent stations.  From  here  on,  the  inde- 
pendents may  find  it  harder  to  improve 
market  share,  at  least  in  some  markets. 
San  Francisco-based  Field  Communica- 
tions Corp.  owns  five  independent  TV 
stations  in  five  of  the  seven  largest  mar- 
kets. Field's  boss,  Don  B.  Curran,  warns: 
"The  competitive  battle  will  become 
more  heated  in  the  top  25-or-so  markets. 
Many  of  those  markets  have  more  than 
one  independent — sometimes  as  many 
as  four  and  five.  So  to  some  extent  we'll 
be  competing  among  ourselves  in  addi- 
tion to  competing  with  network  affili- 
ates and  cable  or  subscription  TV." 

The  increased  cost  of  programming 
will  also  take  its  toll.  Top  programs  like 
Laveme  &  Shirley  are  going  for  close  to 
$12,000  an  episode  today,  whereas  as 
recently  as  1975  an  independent  like  Ed- 
ward Q.  Adams  of  Miami,  Fla.'s  WCIX 
could  get  by  with  staples  like  Hogan's 
Heroes  for  $62.50  a  run.  By  1978  the  cost 
for  that  same  series  was  $200  a  run,  and 
now  independents  like  Adams  are  faced 
with  blockbuster  prices  for  the  more  cur- 
rent series.  Adams  told  a  panel  on  pro- 
gram costs  in  Houston  last  January:  "If 
core  programming  is  now  costing  3 
times  as  much,  does  that  mean  ratings 
go  up  or  rates  triple?"  His  own  unequivo- 
cal answer:  "It  ain't  going  to  happen." 

Adams  has  another  complaint:  "If  I 
have  to  pay  damn  near  $  1 2,000  an  episode 
for  Ixxveme  &  Shirley  and  then  see  it  coming 
in  [via  satellite  to  a  cable  system  in  the 
market|,  it's  wrong."  That  hasn't  hap- 
pened yet.  But  it  may,  if  the  Federal 
Communications  Commission  outlaws 
exclusive  marketingarearightsand  allows 
cabie  TV  to  show  the  same  programs  as  the 
local  TV  stations  in  an  area.  Most  indepen- 


dents are  betting  the  FCC  won't  permit 
that  conflict.  A  decision  could  come  in  the 
next  six  months. 

For  people  already  in  the  independent 
TV  business,  the  warning  signals  are 
flashing.  Field  Communications'  Curran 
runs  five  stations  that  his  company  ac- 
quired from  Kaiser  Industries  Corp. 
(Field  already  owned  22Vi  %)  for  $55  mil- 
lion in  mid-1977 — paying,  says  Curran, 
"well  below  10  times  cash  flow."  Now, 
he  says,  "I've  been  looking  for  two  more 
TV  stations  [the  limit  is  seven]  for  more 
than  a  year  and  a  half  but  prices  got  way 
out  of  line.  I  normally  don't  want  to  pay 
more  than  10  times  cash  flow — if  that 
much — for  a  TV  property  at  today's  cost 
of  money.  I  can't  find  any,  and  we  have 
plenty  of  cash  on  hand."  Instead,  Curran 
has  put  that  cash  into  money  market 
instruments  rather  than  gamble  by  pay- 
ing 15  times  cash  flow. 

Some  blame  the  present  prices  on 
speculators  looking  for  a  fast  profit  on 
borrowed  money.  At  12%  interest,  pay- 
ing 15  times  cash  flow,  it  works  like  this: 
You  put  up  $3  million,  for  example,  and 
borrow  $12  million  to  buy  a  station  for 
$15  million.  It  has  $1  million  in  aftertax 
cash  flow  |$1.6  million  pretax).  If  you  can 
borrow  at  12%,  you  can  service  the  debt 
and  have  $200,000  as  a  return  on  your  $3 
million.  That's  about  7%,  for  starters, 
and  you  get  to  keep  all  the  growth  in 
future  years. 

But  at  20%  interest  the  picture 
changes.  Now  the  $1.6  million  pretax 
cash  flow  doesn't  even  cover  interest 
costs,  much  less  allow  for  an  alternative 
high  yield  on  the  cash  investment.  It 
would  take  three  years  of  15%  to  20% 
growth  in  cash  flow  just  to  service  the 
debt.  Barring  runaway  inflation,  that 


isn't  a  good  deal  at  all.  Curran  figures 
some  recent  buyers  are  running  in  the 
red  on  cash  flow. 

Adds  Carl  Thoma:  "Those  who  bought 
stations  under  the  assumption  that  they 
got  the  TV  license  for  a  guaranteed  cap- 
ital gain  could  be  in  for  an  unpleasant 
surprise.  Some  of  those  heavily  leveraged 
properties  bought  earlier  last  year  may  be 
back  on  the  market  shortly.  Perhaps 
even  at  a  loss." 

Alan  R.  Griffith  is  responsible  for 
broadcast  loans  at  The  Bank  of  New 
York's  office  in  the  CBS  building.  Grif- 
fith is  wary  of  highly  leveraged  TV  deals 
now.  Says  he:  "The  hip-shooters  who 
bought  stations  with  leverage  of  4  or  5 
times  the  equity  are  now  being  squeezed 
by  interest  rates  of  floating  prime  plus 
3%  and  more  in  some  cases.  I  told  a 
number  of  investors:  Don't  buy  on  emo- 
tionalism. But  that's  what  many  have 
done  during  the  past  18  months." 

Overenthusiastic  buying,  of  course, 
hasn't  been  limited  to  independent  sta- 
tions. ProVidence,  R.I.'s  Outlet  Broad- 
casting has  offered  $65  million  for  a  90% 
interest  in  the  only  TV  station  in  Stock- 
ton, Calif.,  ABC  affiliate  KOVR.  West- 
inghouse  Broadcasting  Co.  has  offered 
$20  million  to  buy  Turner  Communica- 
tions Corp.'s  WRET,  an  NBC  affiliate  in 
Charlotte,  N.C.  In  the  long  run  these 
corporate  investments  by  big  buyers  may 
turn  out  to  be  well  worth  the  price.  They 
can  afford  to  wait. 

But  more  often  than  not  if  you  are  a 
smaller,  leveraged  investor  thinking: 
"This  is  such  a  sure  thing  it  doesn't 
much  matter  what  I  pay  for  it,"  go  take  a 
cold  shower.  An  icy  bath  is  what  some 
recent  TV  station  buyers  may  be  taking 
in  the  not-so-distant  future.  ■ 
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Bell's 
222  Twin: 


Traveling  swiftly  from  airport  to  Jl  ft AU7  plush  scats,  cut-pile  carpeting  and 

distant  airport  is  a  task  ideally  handled  *J  telephones.  And  the  222  Twin  5-to-8 

by  corporate  aircraft.  PYPnitiVP   place  cabin  seating  arrangements  can 

However,  the  majority  of  your  day-  be  varied  to  your  needs, 

to-day  challenges  may  often  occur  %m a|  <g f*fM%f4Mp  Anc*  tnis  environment  moves  with 
within  200  or  300  miles  of  your  of-     IlvllVUlll-vi  unprecedented  swiftness  and 

fice.  This  is  too  short  for  efficient     f  It  Zlf  smoothness,  offering  exceptional 

jet  travel,  too  long  for  the  company  UWl  UwMMljJD    quiet  for  normal  conversations, 
car. .  .but  ideal  for  Bell's  new  222  llACfll^  So  the  minutes  spent  traveling 

Twin  helicopter;  a  10-place  sophisticated  RlwlUv  between  your  office  and  outlying  plants 
business  machine  with  two  675  shp  fuel-  VfMlf  or  job  sites  are  working  minutes.  Meet- 
efficient  advanced  technology  turbines.        J™1  ings  become  airborne.  The  222  Twin 

The  interior  of  the  222  Twin  is  what      E^Bl|*4Vft  ennance  your  company  image  be- 

you'd  expect  in  the  most  luxurious  of  M!€+M.\>%MmK}  cause  it's  a  Bell. .  .a  name  synonymous 
corporate  jets.  Whatever  your  re-  f*lf  ZlflfMl  fM*  with  dependability.  With  it,  you'll  be 
quirements,  they  can  be  provided  in  %*M4»^J1ME  vl  using  time  more  efficiently,  more 
an  excellent  working  environment     CqImIaI  j flAf*  effectively.  That's  what  mobility 

with  air  conditioning,  desks  wide  |M/CA.£IM*A§   in  the  business  world  is  all  about. 


 Would  you  like  to  see  what  one  can  do  for  you?  

For  information  on  the  complete  line  of  Bell  helicopters  designed  for  Corporate  transportation  contact 
Dwayne  Jose,  Vice  President — Commercial  Marketing,  Bell  Helicopter  Textron, 
Dept.  564,  Box  482,  Ft.  Worth,  Texas  761 01 ,  or  call  81 7/280-21 1 7. 


EATON  MEANS 
ADVANCED  TECHNOLOGY 

FOR  INDUSTRY 


In  a  unique,  proprietary  process,  Eaton  forges  axle  gears  :  \ 
with  teeth  so  precisely  formed  they  require  no  finish  machin- 
ing. And  because  of  the  grain-flow  patterns  imparted  by  forg- 
ing, the  gears  perform  longer,  have  greater  impact  strength  in 
the  teeth  and  are  less  costly  to  produce  than  conventional 
machine-cut  gears.  This  is  an  example  of  why  Eaton  axles 
are  a  better  buy  for  truck  manufacturers  -  and  why  Eaton 
enjoys  a  position  of  world  leadership  in  these  truck  compo- 
nents. For  further  details  write:  Eaton  Corporation,  World 
Headquarters,  100  Erieview  Raza,  Cleveland,  Ohio  44114. 


DURING  THE  PAST  FIVE  YEARS,  EATON: 

Spent  over  $1  billion  on  research, 
development  and  expansion 

Introduced  over  1 ,000  new  products  or 
major  improvements  to  existing  products 

Entered  the  electronics  industry  in  a 
substantial  way 

Almost  doubled  annual  sales,  to  more 
than  $3  billion 

■ 

Increased  annual  earnings  at  a  compound 
average  annual  rate  of  12% 

. .  .at  Eaton,  the  use  of  technology 
means  increased  customer  satisfaction. 
And  corporate  growth. 


Tl  IF. TASTE  BEYOND 
12-YEAR-OLD  PREMIUM  SCOTCH 


.77,,- 

GLENLIVET 

AGED  12  YEARS 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 

Unchanged  since  1824. 


Whafs  happening  in  New  York  City  today  is  a 
Preview  and  a  foretaste  of  what  the  entire 
nation  faces  in  the  Eighties. 


Grim  times  in 
Fun  City 


By  Richard  Phalon 


'How'M    I    DOING?"    IS    THE  QUESTION 

:hat  Edward  Irving  Koch,  55,  the  105th 
nayor  of  New  York  City,  keeps  asking 
is  he  hurtles  through  his  customary 
18-hour  workday,  scattering  one-liners 
n  his  wake  like  a  hyperthyroid  Henny 
ifoungman. 


"How'm  I  doing?"  It's  a  question  every 
American  politician  has  to  ask  as  OPEC 
and  declining  industrial  productivity 
force  a  new  politics  of  austerity  upon  our 
welfare  state.  Slow  growth  or  no  growth 
is  now  the  economic  reality.  No  longer 
can  the  elected  officials  shower  money 
and  services  on  the  voters  heedless  of  the 
cost.  With  the  American  standard  of  liv- 


ing flattening  out,  it  is  no  longer  possible 
to  raise  taxes  with  impunity.  The  ability 
to  borrow  has  been  stretched  to  the 
breaking  point — even  beyond  in  New 
York  City's  case.  In  this  new  situation, 
Proposition  13-type  budget-paring  in 
Washington  and  New  York  City's  near- 
bankruptcy  are  but  different  symptoms 
of  the  same  pathology. 

It  is  fitting  that  New  York,  the  biggest 
welfare  city  in  the  U.S.,  should  face  the 
crisis  first,  and  fitting,  too,  that  Ed  Koch, 
a  traditional  liberal,  should  be  saddled 
with  the  nasty  task  of  trying  to  take  back 
a  good  part  of  what  his  liberal  predeces- 
sors so  jauntily  gave  away. 

Ed  Koch  refers  to  his  immediate  prede- 
cessors, John  V.  Lindsay  and  Abraham  D. 
Beame,  with  a  scorn  that  goes  beyond 
mere  political  rivalry.  "Under  Beame  and 
Lindsay  the  middle  class  was  simply 
dumped  on,"  Koch  tells  an  interviewer. 
By  brutally  taxing  those  able  to  pay  in 
order  to  buy  off  the  municipal  unions  and 
the  city's  poor,  Koch's  predecessors 
drove  the  tax-paying  middle  class  out  of 
the  city,  eroding  the  tax  base  and  leading 
to  mass  deterioration  of  city  neighbor- 
hoods. Koch  knows,  as  other  politicians 
are  learning,  that  almost  everyone  is  in 


iizzotier  the  Mayor 

The  new  planks  in  the  platform  were  business  and  the  middle  class. 
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the  middle  class  now.  If  you  abuse  the 
middle  class  with  high  taxes  and  infla- 
tionary borrowing,  you  are  abusing  the 
bulk  of  the  voters.  The  easy  political 
game  of  endless  giveaways  has  ended. 

Can  New  York  City  make  the  transi- 
tion? Can  any  of  our  local  governments 
make  it?  Indeed,  can  even  the  federal 
government  make  it  without  imposing 
even  worse  inflation  or  social  turmoil 
upon  the  society?  The  symptoms  are  by 
no  means  New  York's  alone. 

Chicago  is  reeling  under  the  discovery 
that  a  combination  of  slipshod  manage- 
ment, phony  bookkeeping  and  an  accu- 
mulated deficit  of  $570  million  is  going 
to  mean  sharp  cuts  in  the  level  of  ser- 
vices the  city  and  its  school  system  can 
provide. 

Washington,  D.C.  is  so  hard-pressed 
for  cash  it  couldn't  pay  off  half  of  a  $40 
million  short-term  loan  from  the  U.S. 
Treasury  at  the  end  of  its  last  fiscal  year, 
and  may  have  to  look  to  Congress  for  $20 
million  more  in  supplemental  appropri- 
ations to  get  through  this  fiscal  year. 

Cleveland,  in  the  red  for  $1 1 1  million, 
has  defaulted  on  its  debt  twice  in  the  last 
two  years,  and  still  owes  $28.6  million 
on  past-due  notes  held  by  local  banks  and 
several  of  its  own  reserve  funds. 

Philadelphia's  municipal  and  school 
system  budget  deficit  is  projected  to  swell 
from  $18.6  million  by  this  fiscal  year's 
end,  to  $93  million  by  June  30,  1981. 

Boston  and  Detroit  both  have  been 
wracked  by  recurring  budget  crises,  and 
even  booming  San  Francisco  will  have 
to  find  another  $100  million  in  revenues 
by  midyear  if  it  is  to  avoid  laying  off  as 
many  as  5,000  policemen,  firemen,  bus 
drivers  and  other  municipal  workers. 

"We  have  come  out  of  a  very  difficult 
situation  when  other  cities  are  first  en- 
tering it,"  says  Koch. 

That's  his  unquenchable  optimism 
talking;  but  the  fact  is  that  New  York  is 
still  a  long  way  from  home.  The  numbers 
make  that  clear.  Koch  expects  the  city  to 
spend  a  little  over  $13  billion  in  the  fiscal 
year  ending  June  30,  about  $330  million 
more  than  last.  year.  With  luck,  the  defi- 
cit to  be  covered  with  borrowed  money 
will  run  to  "only"  $451  million,  about 
$29  million  more  than  last  year.  With 
luck — a  lot  more  luck — Koch  may  suc- 
ceed in  a  new,  high-risk,  make-or-break 
initiative  to  bring  spending  into  true  bal- 
ance with  revenues  by  the  end  of  next 
fiscal  year.  If  Koch  is  to  succeed  in  ban- 
ishing the  spectre  of  bankruptcy  for  at 
least  another  couple  of  years,  everything 
has  to  go  just  right  with  a  number  of 
factors  over  which  he  has  no  control. 
They  include  such  imponderables  as  a 
big  increase  in  state  and  federal  aid, 
small  increases  in  the  wages  of  city 
workers  and  a  solid  performance  from 
the  city's  wobbly  economy.  It  is  a 
large  order. 

At  the  same  time,  Koch  has  to  get 


Social  spending  .  .  . 


Starting  in  the  Sixties,  social  pressures,  economic  pressures 
and  racial  tension  made  it  politic  for  New  York  City  to  funnel 
increasing  amounts  of  cash  into  social  services.  The  expense 
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and  the  politics  of  austerity 


udget  figures  presented  below  show  it  was  not  a  free  ride.  For  rising  pension  benefits,  could  not  be  covered  by  revenues, 
very  75  cents  in  federal  and  state  welfare  aid  it  gets,  the  city  despite  tax  boosts  and  heavy  borrowing.  Result:  proportionate- 
aust  ante  25  cents  in  tax-levy  money.  Those  costs,  along  with    ly  less  money  for  basic  services  like  fire  and  police. 
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cracking  on  the  city's  infrastructure. 
Partly  because  of  the  budget  squeeze  and 
partly  because  of  plain  old  bureaucratic- 
bungling,  it  is  a  shambles.  Work  on  the 
city's  6,400  miles  of  streets,  most  of 
them  potholed  with  hard  use,  has  slowed 
to  the  point  where  former  Budget  Direc- 
tor David  A.  Grossman  insists  they  are 
on  a  "200-year  replacement  cycle." 
Maintenance  on  the  city's  graffiti- 
splotched  subway  cars  is  so  minimal  that 
breakdowns  are  more  frequent  than  at 
any  time  in  the  last  ten  years.  Foul-ups 
on  the  superannuated  heavy  lift  cranes  at 
the  Fresh  Kills  dump  have  hampered  pro- 


ductivity in  what  may  well  be  the  high- 
est-cost sanitation  department  on  earth. 

Koch  inherited  a  threadbare  legacy. 
There  is  no  great  secret  about  what 
pushed  New  York  to  the  wall.  It  was 
deficit  spending — a  malady  that  is  ravag- 
ing Chicago,  Cleveland,  indeed  the  Unit- 
ed States  of  America. 

New  York  is  required  by  law  to  balance- 
its  budget  on  a  cash  basis,  but  is  permit- 
ted to  capitalize  some  items.  Beginning 
early  in  the  Sixties,  Mayor  Robert  F. 
Wagner  and  his  successors — Lindsay  and 
Beamc — found  it  progressively  easy  to 
cover  runaway  operating  expenses  with 


Koch  versus  Koch 


borrowed  money.  Even  the  cost  of  text- 
books was  capitalized.  The  surrender  to 
expediency  cut  into  the  amount  of  bor- 
rowing capacity  that  could  be  used  to 
maintain  the  city's  physical  plant  and 
equipment. 

The  city  was  hard  hit  by  inflation  at  a 
time  when  its  economy  was  going  into  a 
steep  decline  that  bit  deeply  into  revenue 
growth.  The  crazy-quilt  pattern  of  federal 
funding  formulas,  social  pressures,  racial 
tension  and  just  plain  old  politics  jacked 
up  spending  on  welfare,  community  de- 
velopment and  higher  education  at  the 
expense  of  such  basic  services  as  fire  and 


LaGuardia  cmdfi 
If  the  desk  fits. 


The  nature  of  New  York  City's 
politics  is  so  Byzantine  that  not  a 
few  of  its  mayors  have  run  for  re- 
election against  their  own  rec- 
ords. Edward  I.  Koch  may  be  the 
city's  only  chief  executive,  how- 
ever, who  runs  almost  every  day 
against  his  own  record  as  a  con- 
gressman. He  is  particularly  out- 
spoken about  how  his  life  as  may- 
or has  been  endlessly  complicated 
by  some  of  the  liberal  legislation 
he  voted  for  in  Congress. 

Talking  the  other  day  about  fed- 
eral regulations  that  prohibit  the 
dumping  of  sludge  in  the  ocean 
after  1981,  for  example,  Mayor 
Koch  said,  "My  God!  I  know  that 
bill.  I  voted  for  it  as  a  congress- 
man. What  do  they  expect  me  to 
do  with  the  sludge?  Take  it  home 
with  me?" 

The  hard  realities  of  what  may 
be  the  nation's  second  toughest  elective  office  have 
also  persuaded  Koch  that  the  funding  formulas  on 
other  federally  mandated  programs  he  supported  on 
Capitol  Hill — special  education  for  handicapped 
children,  among  others — are  wildly  out  of  whack. 

Hizzoner  has  consequently  been  rounded  on  by 
some  of  his  early  supporters,  disenchanted  by  some 
of  the  philosophical  differences  they  see  opening  up 
between  Congressman  Koch  and  Mayor  Koch. 

It's  all  part  of  the  education  of  Edward  Irving 
Koch,  who  sees  himself  as  learning  all  the  time. 
"I'm  sure  I  have  changed  ...  as  I  have  got  older," 
he  recently  told  Channel  Thirteen  correspondent 
Ken  Auletta.  "Not  necessarily  smarter,  but  maybe  a 
little  wiser,  and  I  think  we've  all  grown  a  little  more 
conservative. 

"In  fact,"  Koch  added,  "that  may  be  the  way  life 
should  be — that  when  you  are  young  and  not  as 
experienced,  that  you  are  more  liberal.  ..." 

Koch's  outspokenness,  his  concentration  on  de- 
tail, his  willingness  to  admit  mistakes,  his  high 
energy  and  optimism  are  all  part  of  the  legend 
surrounding  the  predecessor  he  most  admires:  Fior- 
ello  LaGuardia,  The  Little  Flower,  whose  gutsy, 
combative  ways  personified  New  York  in  the  three 


iend 
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terms  he  served  as  mayor  from 
1934  to  1946. 

The  portrait  of  LaGuardia  in 
Koch's  office  didn't  get  there  by 
accident.  Neither  did  LaGuardia's 
old  desk,  though  Koch,  a  fidgeter, 
seldom  sits  behind  it  even  though 
the  desk  had  to  be  raised  to  accom- 
modate his  much  taller  frame. 

It  is  easy  to  understand  why 
Koch  identifies  with  LaGuardia, 
who  clearly  ranks  as  one  of  the 
best  mayors  the  city  has  ever  had. 
Some  or  the  parallels  are  striking. 
Both  men  came  to  office  in  their 
early  50s  after  a  stint  in  Congress. 
Both  were  elected  in  a  time  of 
financial  crisis  that  called  for  belt 
tightening  and  both  came  from 
very  modest  backgrounds. 

Koch's  father  owned  a  fur  busi- 
ness. When  it  went  under  in  the 
Great  Depression,  the  family 
moved  from  the  Bronx  to  Newark,  N.J.,  where  the 
elder  Koch's  brother  ran  a  catering  hall.  The  Koches 
and  their  three  children  shared  a  $45-a-month 
apartment  with  the  brother,  his  wife  and  their  two 
children.  Koch's  father  took  over  the  hat  conces- 
sion at  the  catering  hall  where  Ed,  beginning  at  age 
ten,  worked  with  him  from  8  p.m.  to  midnight.  He 
later  added  an  after-school  job  in  a  delicatessen  to 
the  schedule.  When  a  change  in  the  family  fortunes 
permitted  a  move  to  Brooklyn,  Ed  Koch  sold  shoes 
in  a  department  store  while  going  to  the  City 
College  of  New  York. 

Koch  says  he  never  had- a  sense  of  being  poor,  but 
he  also  says  he  can  never  remember  when  he 
wasn't  working.  Friends  think  that  early  commit- 
ment to  hard  work  accounts  for  the  impatient, 
often  abrasive  qualities  Koch  brings  to  his  job. 

The  style  elicits  strong  response.  Hardly  anyone 
is  neutral  on  the  subject  of  Koch,  who  in  the  ordi- 
nary rounds  of  his  office  has  been  punched,  egged, 
booed — and  sometimes  even  applauded.  As  far  as 
Koch  is  concerned,  anything  is  better  than  apathy. 
"If  nothing  else,  I've  helped  to  make  the  Big  Apple 
confident  and  feisty  again,"  he  says  with  a  grin. 
"That's  half  the  battle. "-r.p 
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lolice  protection  (see  chart,  pp  46-47). 

Things  began  to  catch  up.  In  two  years, 
otal  pension  costs  shot  from  $616  mil- 
ion  to  $933  million  and  debt  service  by 
iscal  1976  had  mounted  to  $1.9  billion. 
4ew  York  was  on  a  treadmill  that  re- 
uired  ever-larger  infusions  of  borrowed 
noney  to  close  the  growing  gap  between 
pending  and  revenues  and  to  roll  over 
nowballing  short-term  debt  as  it  fell 
ue.  Ed  Koch  sums  up  the  history  in  his 
ustomary  outspoken  way:  "It  brought 
o  everyone's  consciousness  how  badly 
he  city  had  been  run  under  Beame  and 
nder  Lindsay." 

Retrenchment  was  already  under 
way  when  Koch  squeaked  into 
office  by  a  narrow  majority  with 
be  help  of  media  expert  and  image-pol- 
>her  David  Garth.  His  platform  called 
)r  tax  cuts,  budget  cuts,  a  tough  line 
/ith  labor  and  sharp-pencil  manage- 
lent — a  conservative  approach  for  a 
andidate  who  in  his  ten  years  in  Con- 
ress  consistently  won  high  marks  for 
beralism  from  both  the  Americans  for 
>emocratic  Action  and  the  AFL-CIO's 
Committee  on  Political  Education. 
Perhaps  only  a  liberal  could  dismantle 
le  apparatus  of  a  bankrupt  liberalism, 
ut  even  Koch  is  finding  the  job  near  to 
npossible.  Since  its  $4.1  billion  payroll 
ccounts  for  48  cents  out  of  every  tax- 
:vy  dollar  the  city  spends,  the  best  way 
j  close  the  big  cash  deficits  is  to  cut  the 
rork  force.  There  have  been  some  fir- 
lgs,  but  a  general  policy  of  attrition 
ither  than  outright  dismissals  was 
rorked  out  with  the  labor  unions  by  the 
ity  and  the  state-created  Municipal  As- 
stance  Corp.,  which  was  charged  with 
elping  to  refinance  the  city's  debt.  The 
ttrition  deal  was  part  of  a  package  under 
rhich  the  union  pension  funds  agreed  to 
ike  down  what  has  turned  out  to  be  $4.6 
illion  worth  of  MAC  paper  and  city 
onds.  "We  were  left  with  the  unions  as 
ur  only  long-term  lender  in  size,"  says 
IAC  Chairman  Felix  G.  Rohatyn.  But 
ow  comes  the  zinger:  "Attrition  is  the 
lost  humane  way  to  shrink  the  work 
>rce,"  Rohatyn  adds,  "but  it  is  one  of 
le  most  inefficient  ways  to  reduce  costs 
lat  you  can  have." 

The  work  force  has  shrunk  all  right — 
om  253,677  in  fiscal  1975  to  a  planned 
94,666  by  June  30,  1980,  a  decline  of 
3%.  At  the  same  time,  though,  total 
ibor  costs  actually  rose  by  11%,  to  $6 
illion  because  of  higher  pay  rates, 
inges,  pensions,  cost-of-living  adjust- 
lents  and  overtime.  The  strategy,  as 
governor  Hugh  Carey  explains  it,  is  to 
shrink  the  customer  to  fit  the  jeans." 
he  city,  unfortunately,  has  been  boxed 
lto  a  position  where  it  is  paying  more 
»r  a  lot  less  cloth.  The  level  of  the  ser- 
ices  the  city  is  able  to  deliver  has 
lrunk.  Fewer  sanitation  men  are  pick- 
lg  up  less  garbage;  fewer  policemen  are 
laking  fewer  arrests.  "I'm  no  miracle 


worker,"  says  Koch.  "I'm  not  able  to 
deliver  better  services  with  fewer  dollars. 
It's  not  possible  to  do."  The  politics  of 
austerity  has  its  dark  side. 

Slowly,  however,  the  downhold  has  be- 
gun to  grip.  In  1976  the  city  spent  $13.6 
billion  and  ran  a  $1.87  billion  deficit  fi- 
nanced mainly  with  IV1AC  borrowings. 
By  last  fiscal  year,  Ed  Koch's  first  full 
budget,  the  spending  had  been  whittled 
to  $12.7  billion;  the  cash  deficit  to  $422 
million.  The  process  hasn't  been  pain- 
less. The  city  worked  hard  to  meet  the 
first  three-year  plan  under  which  it  was 
supposed  to  get  back  into  the  credit  mar- 
kets on  its  own,  but  just  could  not  con- 
vince the  bankers  it  wasn't  still  relying 
too  heavily  on  the  capital  budget  to  meet 
current  expenses.  Congress  dug  in  its 
heels.  It  took  the  combined  persuasive 
efforts  of  Governor  Carey,  Ed  Koch,  Felix 
Rohatyn  and  a  retinue  of  other  advisers, 
all  of  them  dressed  in  their  best  poor- 
house  clothes,  to  persuade  the  skeptics 
on  Capitol  Hill  that  a  crucial  $1.65  bil- 
lion federal  loan  guarantee  should  be  ex- 
tended until  June  30,  1982.  That's  the 
point  at  which  Koch,  under  the  city's 
new  mandate,  is  supposed  to  be  out  of 
the  deficit-financing  business.  He  has 
been  told  flatly  that  there  will  be  no  more 
loan  guarantees. 

Next  week,  East  Lynne!  There  are 
times  when  politics  seems  like  just  one 
more  branch  of  show  biz.  Koch's  timing 
was  flawless  seven  weeks  ago  when  he 
announced,  with  appropriate  fanfare, 
that  he  planned  to  go  to  a  truly  balanced 
budget  in  June  of  next  year,  a  full  year 
ahead  of  schedule.  The  word  broke  just 
13  days  before  Koch  was  due  to  deliver 
the  regular  annual  report  on  the  city's 
financial  health  to  Senator  William  Prox- 
mire's  Committee  on  Banking,  Housing 
&  Urban  Affairs.  The  response  was 
warm,  but  cautious.  Ed  Koch  beamed  as 
Proxmire  told  him,  "Mayor,  you're  a  real 
star.  You  were  never  better  than  you 
were  today."  Offstage,  the  canny  Prox- 
mire told  reporters:  "Announcing  the 
budget  is  going  to  be  balanced  and  doing 
it  are  two  different  things." 

Among  Koch's  proposed  cuts  over 
the  next  two  years  include  the 
liquidation  of  7,850  jobs,  most  of 
them  in  education;  and  the  closing  of  50 
schools,  some  of  which  are  located  in 
marginal  neighborhoods  where  enroll- 
ments are  dropping.  Predictably  enough, 
Koch's  new  plan  evoked  a  fire  storm  of 
protest  from  two  of  the  most  powerful 
lobbies  in  the  city — the  United  Feder- 
ation of  Teachers  and  community 
groups.  Does  Koch  have  the  political  will 
to  make  the  cuts  stick  in  the  face  of  such 
uproar?  The  Mayor's  credibility  might  be 
a  bit  higher  if  he  had  not  flouted  objec- 
tions raised  last  spring  by  both  MAC 
Chairman  Rohatyn  and  the  Financial 
Control  Board,  the  state-created  agency 
charged  with  monitoring  city  spending. 


Their  complaint  was  that  Koch  had  actu- 
ally added  people  to  his  current  budget  in 
contravention  of  the  supposedly  sacro- 
sanct doctrine  of  attrition.  Koch  argues 
that  cuts  elsewhere  and  improving  rev- 
enues had  created  enough  slack  to  absorb 
the  hirings,  mainly  CETA  workers  who 
otherwise  would  have  been  let  go  be- 
cause of  a  drop  in  federal  funding. 

At  any  rate,  it  will  take  more — a  lot 
more— than  just  job  cuts  for  Koch  to 
meet  his  new  goal  of  true  balance  in 
1981.  A  number  of  imponderables  have 
to  fall  into  place.  Among  other  things, 
Koch  will  have  to: 

Somehow  manage  to  extract  a  total 
of  $580  million  in  additional  aid  from 
federal  and  state  governments  that  are 
being  savaged  every  bit  as  badly  as  New 
York  by  rising  costs  and  increasing  resis- 
tance to  high  taxes. 

Bob  and  weave  through  a  series  of 
contract  negotiations  with  hardheaded 
union  leaders  who  have  already  made  it 
quite  clear  they  have  no  intention  of 
settling  for  the  modest  pay  increase  on 
which  Koch  insists  his  budget  assump- 
tions are  based. 

Harvest  maximum  tax  yields  out  of  a 
local  economy  that  has  been  chronically 
more  sluggish  than  the  nation  has  been 
as  a  whole. 

Seal  off  seemingly  runaway  deficits  in 
two  major  cost  centers — education,  and 
health  and  hospitals — that  are  not  under 
his  direct  control. 

There  are  other  X  factors  as  well:  a 
potentially  adverse  court  ruling  on  as- 
sessment procedures  that  could  cost  the 
city  about  $1.7  billion  in  real  estate  tax 
funds;  the  prospective  $239  million  drain 
of  covering  shortfalls  in  a  fire  depart- 
ment pension  fund  that  is  both  under- 
capitalized and  showing  a  negative  cash 
flow.  Is  all  that  really  doable?  Ed  Koch  is 
impatient  with  naysayers.  "Leadership," 
he  says,  shaking  a  fist,  "is  getting  out 
there  and  saying  this  is  what  we  are 
going  to  do." 

Koch  has  a  deep  personal  stake  in 
showing  that  things  can  be  done.  He 
comes  up  for  reelection  halfway  into  fis- 
cal 1982.  Campaigning  as  the  "man  who 
saved  the  Big  Apple  from  bankruptcy" 
might  well  catapult  Koch  into  position  as 
the  first  fusion  candidate  for  mayor  since 
Fiorello  H.  LaGuardia  turned  the  trick  in 
1933  on  a  similar  platform  in  even  rough- 
er times  (see  box,  p.  48). 

Even  skeptics  like  municipal  bond  an- 
alyst Freda  Stern  Ackerman  agree  that 
the  depth  of  Koch's  personal  commit- 
ment has  to  weigh  heavily  on  the  side  of 
success.  "He's  a  very  shrewd  and  astute 
politician.  I  don't  think  he  would  put 
himself  on  the  line  if  he  did  not  think  it 
would  work,"  says  Moody's  senior  vice 
president.  "He  just  can't  not  succeed," 
says  Felix  Rohatyn.  "It's  like  riding  a 
bicycle.  He's  just  got  to  keep  going." 

Describing  himself  as  a  "realist,"  the 
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A  real  class  struggle? 


The  five  years  dealmaker  Felix 
G.  Rohatyn  has  put  in  as  the 
unpaid  chairman  of  New  York 
City's  Municipal  Assistance 
Corp.  has  made  him  something 
of  a  doctor  to  sick  cities.  Lazard 
Freres  &.  Co.,  the  investment 
hanking  firm  in  which  he  has 
heen  a  partner  since  1960,  now 
provides  financial  advice  not 
only  to  New  York  but  to  Chica- 
go, Washington,  D.C.  and 
Cleveland  as  well. 

What  message  does  Rohatyn 
carry  back  to  the  business  com- 
munity about  urban  affairs?  A 
rather  scary  one.  He  sees  the 
possibility  of  social  upheaval 
that  will,  in  retrospect,  make 

the  present  low  state  of  law  and      Apocalypse  soon?  

order  in  the  big  cities  look  like 

Sunday  school.  Sitting  in  his  shirtsleeves  in  a  Lazard  Freres  confer- 
ence room  in  Rockefeller  Center,  one  of  the  most  glittering  con- 
stellations of  office  space  in  the  world,  Rohatyn  says,  "I  am 
convinced  we  won't  have  a  society  fit  to  call  a  democracy  unless 
we  get  to  the  ghetto  problem,  and  soon." 

As  Rohatyn  talks  about  the  pathology  of  high  unemployment, 
there  unrolls  in  the  mind's  eye  a  picture  of  knots  of  young  men  on 
125th  Street,  a  few  miles  north,  passing  around  the  bottle  of  Ripple 
or  Night  Train  swathed  in  a  brown  paper  bag  and  waiting — waiting 
tor  the  connection,  the  fix,  the  man. 

It  is  a  street  scene  out  of  almost  any  older  big  city,  U.S.A.,  a 
scene  that  Rohatyn  thinks  is  supersaturated  with  the  potential  of 
"some  kind  of  social  explosion."  He  sees  the  politics  of  austerity  as 
a  response  to  declining  resources,  an  attempt  "to  allocate  pain  as 
opposed  to  allocating  surplus."  While  some  people  may  applaud 
this  as  indicating  a  shift  to  the  right  in  American  politics,  Rohatyn 
sees  it  as  full  of  potential  danger  as  the  poorer  classes'  demands  for 
better  social  services  conflict  with  the  middle  classes'  demand  for 
lower  taxes. 

"You  will  wind  up  with  a  class  struggle  between  the  middle  class 
and  the  lower  middle  class  and  the  lower  class,"  says  Rohatyn, 
making  heavy  crosshatches  on  the  pad  in  front  of  him.  "However 
it  goes,  it  will  be  destructive  to  what  I  think  we  stand  for." 

He  thinks  the  only  solution  is  for  government  to  funnel  much 
more  "economic  activity  to  impacted  areas,"  even  if  doing  so 
requires  a  "somewhat  more  protectionist  general  trade  attitude  on 
the  part  of  the  U.S."  Meaning,  of  course,  that  if  shoes  and  garments 
are  what  ghetto  people  can  make,  then  it  may  be  necessary  to  raise 
tariffs  on  these  items — not  to  protect  an  industry  but  to  provide 
jobs  for  the  otherwise  unemployable. 

That's  strong  talk  coming  from  a  dedicated  free  enterpriser  like 
Rohatyn,  but  it  rings  with  conviction.  He  goes  further:  "I  would 
argue  that,  as  we  look  down  the  road  at  a  lot  of  defense  contracts 
and  synthetic  fuel  expenditures,  a  certain  fraction  of  those  be 
mandated  to  go  to  the  impacted  areas.  A  contractor  must  put  up  a 
certain  fraction  of  his  facilities  in  those  areas." 

He  sees  government  subsidy,  meaningful  training  and  a  promise 
of  employment  as  the  heart  of  a  compact  between  business,  the 
community  and  local  unions  in  the  ghettos.  "You  have  to  close  the 
loop  between  the  educational  system  and  the  employer,"  adds 
Rohatyn.  "Unless  you  begin  thinking  this  way,  you  aren't  going  to 
get  anywhere."—*./? 


Lazard  Freres  partner  thinks  that  Koch, 
"on  a  level  of  horrors  graded  from,  zero  to 
ten,"  is  facing  a  "few  nines."  Continuing 
deficits  in  the  city's  Health  and  Hospi- 
tals Corp.,  the  level  of  state  and  federal 
aid  Koch  hopes  he  can  get  and  the  out- 
come of  the  long  round  of  labor  negotia- 
tions iust  opening  are  all  "maior  uncer- 
tainties" as  Rohatyn  sees  things. 

Can  Koch  really  hold  the  unions  to  the 
same  pattern  they  got  in  1978 — 4%  in 
each  year  of  a  two-year  contract-  Not  the 
way  Victor  Gotbaum,  head  of  District 
Council  37  of  the  American  Federation 
of  State,  County  and  Municipal  Employ- 
ees, parses  the  situation.  He  talks  of  the 
pressures  being  put  on  the  union  leader- 
ship by  the  growing  "militancy  among 
members  who  never  used  to  open  their 
mouths."  The  big  complaints  are  iob  se- 
curity and  a  hold  down  on  wage  scales 
that  Gotbaum  claims  "iust  haven't  kept 
pace  with  inflation." 

The  discontent  has  registered  in  a 
particularly  telling  way — at  the 
ballot  box.  The  leadership  in  most 
of  the  municipal  unions — including  po- 
lice, fire,  transit,  correction  and  sanita- 
tion— is  hanging  on  to  office  by  the  thin- 
nest of  pluralities.  Even  the  redoubtable 
Gotbaum  may  be  less  solidly  entrenched 
than  he  used  to  be.  His  moral  is  clear: 
Any  leader  who  comes  back  with  less 
than  an  acceptable  slice  of  the  bacon 
may  find  himself  out  of  a  job.  Gotbaum 's 
emphasis  on  the  leadership's  vulnerabil- 
ity is  itself  a  negotiating  ploy,  but  union 
instability  could  make  for  a  highly  vola- 
tile mix  at  the  bargaining  table. 

On  past  form  Koch  hasn't  done  all  that 
well  with  the  unions.  He  likes  to  talk 
about  the  "responsible"  settlement  the 
city  got  from  them  in  1978.  On  its  face, 
the  so-called  "four  and  four"  package 
that  emerged  then  does  not  look  all  that 
bad,  particularly  when  it  is  stacked  up 
against  the  7%  federal  wage  guidelines. 
The  unions,  however,  managed  to  snap 
the  linkage  between  cost  of  living  adiust- 
ments  and  productivity  gains,  and  the 
city  didn't  get  an  inch  on  any  of  the  long 
list  of  "give-ups"  it  hoped  to  extract. 

By  comparison  with  the  standards  of 
private  industry,  the  municipal  unions' 
are  truly  in  "fat  city" — for  transit  work- 
ers, social  security  on  top  of  fully  paid 
pensions,  and  medical  fringes  for  most| 
workers,  for  example.  When  sick  time, 
holidays  and  vacation  time  are  toted  up,' 
most  city  employees  put  in  only  210  out! 
of  a  possible  261  workdays.  There  is  a 
bonus  day  off  for  all  firemen  and  all  tran- 
sit policemen  who  donate  blood,  andi 
"summer  hours" — the  30-hour  week — 
are  the  rule  for  all  white-collar  workers 
assigned  to  un-airconditioned  offices. 

The  list  of  potential  give-ups  seems 
endless. 

Koch  counters  that  he  and  his  negotia- 
tors are  a  lot  smarter  now  than  in  1978.j 
The  big  question  is  whether  anyone  is 
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Let  Prudential  help  you  evaluate  your  business 
now.  Because  the  IRS  will  do  it  later. 


Talk  to  Prudential  about  our 
Business  Valuation  Service. 

Putting  a  dollar  value  on 
your  business  interest  now  is  of 
critical  importance  to  you,  your 
business  and  your  family.  A 
specific  valuation  figure,  com-  ( 
bined  with, proper  advance 
planning,  will  help  provide  a 
formula  for  your  buy-sell  agree- 
ment. This  will  establish  a  fair 
selling  price  for  your  business, 
aid  in  planning  and  settling  your 

The  Prudential  Insurance  Company  of  America. 


estate,  and  protect  your  heirs 
from  financial  loss  as  well  as  the 
disputes  and  friction  that  can 
occur  when  no  valuation  has 
been  made. 

Prudential  offers  a  Business 
Valuation  Service  that  employs 
the  methods  most  frequently 
used  by  the  IRS— The  Book 
Method,  Capitalization  of 
Earnings,  Straight  Capitalization 
and  Year's  Purchase.  By  using  ( 
these  methods,  it  is  possible  to 


anticipate  the  position  the  IRS 
will  take  when  evaluating  your 
business  and  to  maintain  as 
much  control  as  possible  over 
your  own  financial  future.  For 
expert  professional  guidance  in 
evaluating  your  business,  call 
your  Prudential  agent.  It  could 
be  one  of  the  most  valuable  calls 
_vou'll  ever  make. 


Life  Health  Auto  Home 


The  tough  fight  for  productivity 


Radio  Motor  Patrol  Unit  1936 
is  a  1978  Plymouth  out  or  the 
Sixth  Precinct  in  Greenwich 
Village.  Two  years  and  20,375 
miles  ago,  it  turned  up  as  a 
S6.400  item  in  the  city's  bud- 
get— a  figure  that  included 
gumball  lights,  special  brakes, 
the  standard  blue-and-white 
paint  job  and  not  much  else. 
Though  utilitarian  and  unpre- 
possessing, the  four-door  sedan 
is  a  far  more  complicated  piece 
of  machinery  than  it  appears. 
The  operation  of  RMP  1936 
costs  the  City  of  New  York 
about  S340,000  a  year. 

Much  of  that  outlay  goes  to       rmp  1936 

police  officers  Richard  Albert.  Mickey  Mouse  megabucks  . 

Paddy  Orender  and  the  five 
other  sets  of  partners  it  takes  to 

keep  a  two-man  RMP  on  the  street  3  shifts  a  day.  7  days  a  week, 
365  days  a  year.  There  are  about  1 .200  such  cars  m  the  NYPD  fleet. 

First-grade  patrolmen  like  Albert  gross  S23.201  a  year,  not  in- 
cluding overtime,  pensions  and  other  fringes.  Unlimited  sick  leave, 
11  holidays  a  year  and  extra  "chart  days"  off  help  explain  why  it 
takes  a  complement  of  12  to  keep  one  RMP  fully  manned. 

Albert  and  Orender  are  experienced  cops,  good  at  what  they  do. 
There  is  easy  banter  about  Paddy's  new  S41  black  patent  leather 
shoes  and  last  night's  card  game  with  the  wives.  But  they  are 
watchful  as  Sector  David,  a  nine-square-block  chunk  of  the  Sixth, 
unrolls  beneath  their  wheels.  It  is  an  uneventful  tour  in  a  low-crime 
area.  The  first  half  of  the  4  p.m. -to-midnight  shift  tonight  brings 
five  calls:  two  for  medical  help,  an  officer-shot  Code  1013  that 
turns  out  to  be  a  false  alarm,  a  call  for  a  tow  truck  and  a  report  on  a 
burglary  that  had  occurred  earlier  in  the  afternoon. 

All  but  one  could  have  been  handled  by  one  man.  reinforcing  the 
city's  push  for  more  one-man  cars  to  increase  coverage  and  produc- 
tivity. RMP  1936  might  have  had  more  action  in  a  higher-crime 
area  but  the  nature  ot  the  work  would  have  been  much  the  same. 
The  iob  is  more  Officer  Friendly  than  Serpico — more  first  aid  and 
disorderly  conduct  than  shootmgs  in  a  sudden  affray. 

Rich  Albert  and  Paddy  Orender  see  solo  patrols  differently. 
They're  "just  no  good  for  the  heavy  stuff."  says  Albert.  From  the 
management  point  of  view,  though,  the  mathematics  of  the  one- 
man  car  common  m  many  other  major  cities,  is  compelling. 
Budget  pressures  have  forced  a  cut  in  the  pool  of  available  street 
patrolmen — 607  in  the  last  three  years.  One-man  cars  would  get 
more  of  those  patrolmen  back  on  the  street. 

For  a  while  it  looked  as  though  the  city  had  won  a  battle  with  the 
union,  the  Patrolmen  s  Benevolent  Association,  that  had  been 
going  on  for  more  than  a  decade.  Three  years  ago  the  PBA  agreed  to 
a  slow  phase-in  of  the  one-man  car  in  low-crime  areas. 

One-man  cars  were  operating  in  43  of  73  precincts  seven  weeks 
ago  when  P.O.  Cecil  Sledge  was  killed  by  a  robbery  suspect  he  had 
stopped  to  question.  Sledge  had  chosen  to  patrol  alone  in  his  RMP 
because  his  partner  was  out  sick.  Whether  Sledge  had  followed 
regulations  is  still  unresolved,  but  the  PBA  threatened  walkouts 
and  a  iob  action.  The  city  retreated:  The  one-man  car,  when  and  if 
it  is  resumed.  wrill  continue  on  a  volunteer  basis. 

The  PBA  is  more  strident  than  other  city  unions,  but  its  reaction 

nbolizes  the  uphill  fight  New  York  faces  to  make  its  budget 
dollars  produce  more  bang  for  the  buck—  loan  FitzOemid 


smart  enough  to  get  the  unions  to  loosen 
the  grip  they  have  on  work  rules,  most  of 
which  are  subiect  to  collective  bargain- 
ing rather  than  management  fiat;  or  to 
get  the  unions  to  surrender  the  political 
clout  they  have  used  to  block  legislation 
on  productivity  changes  like  civil  service 
reform  or  consolidauon  of  the  city,  hous- 
ing and  transit  police  into  a  unified  force. 

All.  however,  is  not  lost.  Perhaps  the 
strongest  thing  the  Mayor  does  have  go- 
ing for  him  is  a  symbiotic  relationship 
that  ties  all  of  the  actors  together.  He, 
the  unions,  the  banks,  the  feds  and  the 
state  all  have  a  distmct  interest  in  keep- 
ing the  city  from  teetenng  over  the  edge 
into  the  unthinkable  pit  of  bankruptcy.  It 
is  a  precarious  environment.  Any  change 
in  the  chemistry  some  imbalance  in  the 
calculus  of  force  could  mean  that  the  city 
will  either  go  bust  or  become  a  ward  of 
the  federal  government. 

Though  Ed  Koch  at  the  moment  is 
concentrating  on  1981  and  1982.  the 
game  is  going  to  last  a  lot  longer  than 
that.  His  own  proiections  show  budget 
gaps  on  the  order  of  S1.4  billion  in  1983 
and  beyond  as  costs,  despite  the  cuts 
continue  to  rise  faster  than  revenues. 
There  are  limits  to  the  cuts  the  city  can 
make  in  manpower  and  remain  worthy 
of  the  name. 

At  the  same  time,  there  seems  to  be 
almost  no  chance  of  sizable  revenue 
growth  on  the  honzon  a  prospect  that 
raises  serious  questions  as  to  whether 
the  city  can  really  function  without  ma- 
jor infusions  of  both  state  and  federal  aid. 
Like  most  older  central  cities,  New  York 
has  been  hard  hit  by  the  shift  from  man- 
ufacturing to  service  lobs.  There  is  still  a 
lot  of  glitter  in  Manhattan,  a  lot  of  vital- 
ity in  the  gentrification  that  is  changing 
the  face  of  rundown  neighborhoods  in 
Boerum  Hill  and  around  the  Academy  of 
Music  in  Brooklyn  None  of  that,  though 
has  much  to  do  with  the  bumed-out 
housing  and  wild  dog  packs  of  the  South 
Bronx.  The  split  between  the  haves  and 
have-nots  daily  grows  wider.  All  of  the 
demography  points  to  continuing  popu- 
lation losses  that  will  leave  behind  a  resi- 
due of  the  old  and  the  young — mst  the 
people  who  tend  to  need  a  high  level  oi 
municipal  services  but  generate  com- 
paratively little  of  the  tax  money  it  takes 
to  pay  for  them. 

The  conunuing  spate  of  deficit  spend- 
ing and  the  city's  swollen  labor  bill  has 
left  Ed  Koch  to  grapple  with  pension  ! 
costs  that  are  scheduled  to  nse  from  S1.2 
billion  this  fiscal  year  to  S1.37  billion  in 

1982.  Debt  service  is  scheduled  to  climb 
from  S1.76  billion  to  S1.88  billion  in 

1983.  The  deadweight  of  those  numbers 
helps  to  explain  some  of  the  urgency 
behind  Koch's  new  initiative.  "The  long- 
er you  wait,"  says  Felix  Rohatyn.  "the 
harder  it  gets." 

Bevond  such  generalized  prodding,  as 
head  of  MAC.  Rohatyn  has  been  ex- 
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"I  never  knew 
gold  rum 
tasted 
like  this'.' 


emely  circumspect  about  getting  into 
e  day-to-day  details  of  running  the  city 

casting  its  budget.  To  do  so  would  be 

step  over  the  thin  line  that  separates 
onitors  and  advisers  from  elected  offi- 
als.  Much  of  the  tension  that  has  sur- 
ced  from  time  to  time  between  Koch 
id  Rohatyn  (who  helped  to  set  up  both 
AC  and  the  Financial  Control  Board), 

fact,  may  reflect  nothing  more  than 
e  jealousy  with  which  Koch  guards  his 
ilitical  prerogatives. 

espect  for  the  sanctity  of  the  po- 
litical  line  among  businessmen 
L^L  who  sit  on  the  boards  of  the  FCB 
d  MAC  may  be  one  reason  why  the 
'o  mechanisms — adopted  in  varying 
rm  by  several  other  troubled  cities — 
ve  been  less  effective  than  they  might 
ve  been  in  speeding  up  the  bite  of 
trition.  There  have  been  some  good 
mes  on  both  boards:  William  M.  El- 
ighaus  of  AT&T,  Kenneth  S.  Axelson 

J.C.  Penney  and  George  D.  Gould  of 
le  Madison  Fund,  among  others.  Turn- 
er, however,  has  been  very  high — 
out  100%  over  the  last  five  years  in  the 
se  of  MAC;  over  300%  in  the  FCB. 
Some  of  the  turnover  reflects  the  hon- 
t  conviction  that  part-time  advisers, 

matter  how  talented,  cannot  effec- 
rely  handle  the  complexities  they  are 
ked  to  face.  "Should  I  as  a  private  citi- 
n  be  deciding  on  the  technicalities  of  a 
)or  contract?"  asks  David  I.  Margolis, 
10  resigned  from  the  Financial  Control 
ard  because  he,  for  a  variety  of  rea- 
ls, felt  it  had  outlived  its  original  de- 
;n.  "There  are  some  incredibly  com- 
ix contracts,"  the  Colt  Industries  Inc 
;sident  adds.  "One  of  the  geniuses  of 
2  labor  leaders  is  they  make  them  so 
mplicated  they  wear  everyone  out." 
Dther  businessmen  apparently  served 
ly  short  stints  with  the  city  because  of 
;  enormous  effort  it  takes  to  get  any- 
mg  done.  "Dealing  with  the  bureaucra- 
,"  says  Rohatyn,  "can  be  a  very,  very 
istrating  thing." 

But  deal  with  it  Ed  Koch  must.  To  the 
estion:  Can  New  York  City  make  it 
rough  the  Eighties?  the  answer  almost 
rtainly  is:  On  its  own,  no.  The  city  will 
ed  further  help  from  Washington  and 
bany.  Thanks  to  inflation  and  an  erod- 
tax  base,  there  is  no  way  New  York's 
'enues  can  rise  as  fast  as  its  costs.  The 
ies  remain  America's  melting  pot  and 
;  dumping  grounds  for  the  poor  and 
;  socially  unfit.  However  traditional, 
3se  are  expensive  functions  the  cities 
i  no  longer  manage  without  a  lot  more 
Ip.  But  there  is  an  even  more  impor- 
lt  question  to  ask:  Does  New  York — 
d  do  all  the  other  ailing  cities — deserve 
Ip?  Here  the  answer  is:  Only  after  they 
ve  done  everything  possible  to  help 
imselves  by  keeping  costs  to  a  bear- 
ie  minimum.  This  is  what  the  politics 
austerity  is  all  about.  Edward  Irving 
ch  is  fighting  the  battle  for  us  all.  ■ 


you're  still  drinking  It's  because  you  haven't 
a  blended  whiskey      tasted  gold  rum 
on  the  rocks...  on  the  rocks. 


That's  the  reaction  that's  made 
Puerto  Rican  Gold  Rum  one  of  the 
fastest  growing  liquors  in  America 
today.  It's  the  smooth  alternative  to 
bourbons,  blends,  Canadians  — 
even  Scotch. 

Try  our  Gold  Rum  with  soda, 
ginger  ale,  or  on  the  rocks.  The 
first  sip  will  amaze  you.  The  second 
will  convert  you. 


Make  sure  the  rum  is  Puerto 
Rican.  The  people  of  Puerto  Rico 
have  been  making  rum  for  almost 
five  centuries.  Their  specialized 
skills  and  dedication  result  in  a  rum 
of  exceptional  taste  and  purity. 

No  wonder  over  85%  of  the  rum 
sold  in  this  country  comes 
from  Puerto  Rico. 


0 


pucrto  Ricnn  Rums 

Aged  for  smoothness  and  taste. 


For  free  Light  Rums  of  Puerto  Rico"  recipes  write  Puerto  Rican  Rums 
Dept  FB-2, 1290  Avenue  of  the  Americas.  NY  NY  10019  ©1979  Commonwealth  of  Puerto  Rico 
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Bell  helping  you  to  manage  your  business  better  #7 


ARE  YOU  CLOSING  YOUR  EYES 
TO  THE  PROFIT  POTENTIAL 
IN  800  SERVICE? 


Today,  over  29,000  companies 
have  discovered  the  profit  potential 
in  the  800  Service  number. 

They  are  small  and  large  com- 
panies. They  represent  all  types  of 
businesses  —  antiques,  chemicals, 
florists,  lab  supplies,  and  lots  more. 

That  means  there  s  a  variety  of 
ways  to  use  800  Service.  If  you're 
not  using  it,  maybe  there's  a  poten- 
tial you  haven't  yet  spotted. 

Here  are  some  of  the  things 
we've  learned  that  may  help  you. 

Instant  Action  With  Direct  Sales 

Your  customer's  interest  is  at  its 
highest  when  he  or  she  first  sees 
your  ad.  The  800  Service  number 
lets  customers  respond  instantly.  It 
prompts  people  to  buy,  improves 
the  number  of  responses  you  get. 

Do  you  publish  a  catalog?  Peo- 
ple find  it  easier  to  call  your  800  Ser- 
vice number  than  to  fill  out  a  catalog 
order  form.  And  your  order  people 
can  suggest  additional  items  to  buy. 

Smaller  companies,  which  spe- 
cialize in  one  type  of  product,  such 
as  competition  swimwear  or  cus- 
tomized auto  bodies,  have  found  the 
800  Service  especially  profitable. 

Sell  To  Other  Businesses 

When  your  customers  want  to 
order,  and  your  salesperson  isn't  due 
for  a  visit,  all  they  have  to  do  is  call 
your  800  Service  number.  They  can 
discuss  their  needs  with  your  sales- 
people, make  substitutions  on  the 
spot,  learn  about  new  products,  be 
reminded  of  discounts  and  deals. 

Complaints  are  cleared  up, 
orders  are  processed  and  delivered 
faster.  With  better  service,  you  have 
an  edge  over  the  competition. 

One  company,  by  adding  800 
Service,  was  able  to  close  dow  n  its 
nationwide  sales  offices.  Now  cus- 
tomers, instead  of  calling  one  of  the 
local  offices,  call  central  headquar- 
ters. It's  faster  and  more  efficient  — 
yet  warm  and  personal. 

Give  Customers  Information 

With  800  Service,  consumers 


can  find  out  where  your  retail  outlets 
are,  what  stores  carry  your  product. 
Do  they  want  product  information  — 
sizes  or  colors?  Do  they  want  to 
locate  the  nearest  repair  service? 
800  is  the  answer. 

One  camera  manufacturer  gives 
advice  on  picture  taking  with  it.  A 
model  airplane  manufacturer  has 
substantially  reduced  returns  with 
instant  help  on  getting  models  to  fly. 
In  this  way,  too,  they  catch  defects 
when  new  products  are  launched. 

Measure  Advertising  Response 
With  800  Service,  you'll  know 
immediately  how  effective  the  ad  is. 
You'll  discover  which  media  are  pull- 
ing best.  And  ask  any  other  question 
that  might  be  helpful  in  evaluating 
your  advertising. 

When  you  learn  instantly  which 
are  your  best  ads,  you  can  pull  the 
poor  performers  at  once  and  so 
increase  advertising  productivity. 

Improve  Company  Image 

Consumer  attitudes  can  help  or 
hurt  your  business.  In  this  age  of 
consumerism,  800  Service  demon- 


strates your  willingness  to  talk,  gives 
you  an  honest,  candid  image. 

800  Service  lets  you  answer 
consumer  questions  quickly  and 
courteously.  It  turns  potentially  dis- 
satisfied customers  into  friends. 

Company  stockholders  can  also 
talk  to  you  in  this  way.  And  it's 
easy  for  potential  stockholders  and 
financial  analysts  to  establish  con- 
tact and  request  additional  infor- 
mation, annual  reports,  or  special 
brochures. 

Here's  More  Help 
In  addition  to  800  Service,  Bell 
has  all  these  programs  to  help  you 
manage  your  business  better. 

#2  WATS  Lines  for  Small  and 
Medium  Business.  Learn  the  most 
economical  ways  to  buy  WATS  — by 
time,  by  area— and  how  WATS  can 
build  profits,  improve  customer  ser- 
vice, and  reduce  selling  costs. 

#3  Remote  Call  Forwarding  (RCF). 

Customers  dial  a  local  number, 
reach  you  in  a  distant  city.  You  have 
local  "presence''  without  the 
expense  of  a  local  office.  Lets  you 
open  new  markets,  test  out  those 
new  markets  and  give  better  service. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Improving  Credit  Mangement. 

It's  the  key  to  cash  flow— programs 
that  expand  your  market,  develop 
customers, build  profits.  Helps  you 
check  the  customer's  ability  to  pay, 
calculate  marginal  risk, and  collect 
overdue  accounts. 

#6  Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
bow  to  capitalize  on  a  prospect's 
interest  immediately  with  quick  and 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond- 
ing through  the  mail. 
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CALL  800-821-2121 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121. 


A  BELL  BUSINESS  EXPERT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  the  800 
Service  number  can  be  a  practical, 
profitable  plus  for  your  business.  To 
help  you,  we'll  need  information.  So 
we'll  ask  questions,  like  the  ones 
listed  below.  No  surprises,  nothing 


you  won't  have  the  answer  to.  You'll 
find  the  discussion  thoroughly 
enlightening  and  enjoyable. 


Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 
business  have? 


Q.  What  type  of  advertising/promo- 
tion do  you  use? 
Q.  Do  you  accept  collect  calls? 


Q.  Do  you  use  services  other  than 
your  local  lines,  such  as  RCF? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  coverage? 


r 


OR  WRITE. 


Fill  in  below  or  attach  vour  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  1418 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Remote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 


Name. 
Title_ 


Company. 

Address  

City  


Area  Code_ 


_State_ 


_Zip_ 


Business  Phone. 


800-821-2121 


To  call  toll  free,  dial  800-821-2121 ,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121. 
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ART,  REAL  ESTATE, 
GOLD.  AND  VOLVOS? 


There  are  still  a  few 
investments  left  today 
that  are  worth  making. 
And  these  three  people 
know  them  when  they 
see  them.  That's  why  they 
all  own  Volvos. 

They  not  only  con- 
sider Volvo  a  safe  car  to 
be  in;  they  also  consider 
it  a  safe  place  to  put  their 
money.  Maybe  that's  be- 
cause over  the  last  two 
years  the  dollar  invested 
in  a  Volvo  has  held  its 
value  better  than  the  dol- 
lar in  your  pocket: 

Of  course  if  you're 
shrewd  enough  to  invest 
in  a  Volvo,  it's  unlikely 
you'll  want  to  turn  it  over 
quickly.  Because  a  Volvo 
is  made  to  last  a  long 
time.  (The  life  expectancy 
of  a  Volvo  is  now  up  to 
17.9  years  in  Sweden.) 

And  with  the  money 
you  might  save  by  not 
buying  a  new  car  every 
few  years,  you  can  make 
another  investment  as 
worthwhile  as  your 
Volvo.  Like  art,  real 
estate  or  gold. 

VOLVO 

A  car  you  can  believe  in. 


The  big  boys  are  trying  hard  to  gobble  up  the  macaroni  business.  But 
dont  ever  count  out  the  little  fellows.  They're  a  tough  breed. 


A  case  of 
indigestion? 


By  Thomas  Jaffe 


Hold  on  to  your  forks.  There's  a  pasta 
war  cooking.  Maybe  it's  the  high  and 
rising  price  of  meat;  maybe  it's  just  that 
Americans  are  finally  catching  on  to  a 
good  thing.  Per  capita  consumption  of 
pasta  has  doubled  in  the  last  30  years,  but 
Americans  still  consume  only  10  pounds 
per  person  annually  as  against  60  pounds 
in  Italy.  So  there's  plenty  of  room  for 
growth.  Suddenly  everyone  wants  a  help- 
ing in  a  part  of  the  food  business  that  for 
long  was  the  preserve  of  small,  special- 
ized companies.  Since  1975  five  major 
food  corporations  have  spent  about  $240 
million  buying  their  way  into  the  $900 
million  macaroni  industry.  The  list  is 
imposing:  Pillsbury  Co.,  Borden,  Inc., 
Hershey  Foods  Corp.,  Foremost-McKes- 
son,  Inc.  and  Ranks  Hovis  McDougall 
Ltd. — the  latter,  the  British  grain  and 
baking  giant.  Their  prize  acquisitions 
have  been  nine  regional  pasta  manufac- 
turers from  Kansas  City  to  Buffalo.  To- 
day, the  big  outfits  control  nearly  40%  of 
what  was  once  almost  exclusively  the 
domain  of  small,  family-owned  local 
companies  (see  box,  p.  62). 


DUMPLINGS 


'.ester  Thurston  Jr.  of  Foremost-McKesson's  C.F.  Mueller  Co. 

Chicago's  a  tough  town,  even  for  the  biggest  name  in  noodles. 
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READY- CUT  MACARONI 

The  long-term  goal — nobody  will  ad- 
mit it  outright — is  to  establish  a  national 
brand  in  macaroni  the  way  Maxwell 
House  has  in  coffee.  But  before  any 
dreams  like  that  come  true,  all  those 
newly  acquired  franchises  will  have  to 
become  accepted  in  markets  outside 
their  traditional  strongholds.  That  won't 
be  easy.  Customer  loyalty  dies  hard. 

Nowhere  does  it  die  harder  than  in  the 
markets  dominated  by  the  large  privately 
owned  independents.  Call  them  the  "Big 
Three":  Ronzoni  Corp.  of  New  York  (es- 
timated 1979  sales,  $80  million),  Prince 
Co.  of  Lowell,  Mass.  ($100  million)  and 
Golden  Grain  Macaroni  Co.  of  San  Lean- 
dro,  Calif.  ($150  million).  They've  all 
been  acquisition  targets  themselves.  So 
far,  their  family-run  managements — 
with  plenty  of  sons,  nephews  and  so  on 
coming  up  through  the  ranks — have  said, 
"No  thanks."  When  their  turf  is  invaded, 
they  fight.  They  have  bloodied  a  few  of 
the  newcomers'  noses. 

"If  we  can't  hang  on,"  bristles  Joseph 
P.  Pellegrino,  41,  president  of  Prince, 
"hurray  for  the  new  guy  comin'  in,  and 
tough  luck  for  us.  I  was  in  the  Marine 
Corps  for  three  years  of  active  duty,  and  I 
can  truthfully  say,  when  I  came  back  to 
work  for  my  father  it  was  tougher.  There 
were  times  I  looked  back  on  boot  camp 
as  the  good  old  days.  So  I'm  plenty  ready 
for  a  fight  if  that's  what  anyone  wants." 
It  seems  to  be  what  they  want. 


Pasta  is  cheap,  filling, 
nourishing  and,  with  a  little 
imagination,  it  can  be  made 
into  all  kinds  of  tasty  dishes 
Starchy?  Fattening?  Poverty  fare?  No 
more.  These  days  pasta  is  called  a  "com- 
plex carbohydrate"  whose  food  values 
are  trumpeted  about  in  a  slew  of  nutri- 
tion reports. 

Americans  eat  2  billion  pounds  of  pas- 
ta a  year,  but  there's  much  more  than 
that  to  the  market.  The  real  money  is  in 
the  trimmings.  For  every  dollar's  worth 
of  macaroni,  add  another  $8  to  $10  of 
related  items  like  sauce  and  cheese.  Add 
it  all  up  and  pasta  and  pasta-related  sales 
may  come  to  nearly  $10  billion. 

The  New  York  metropolitan  area, 
which  accounts  for  about  20%  of  the 
nation's  pasta  consumption  and  is  Ron- 
zoni's  turf,  is  target  number  one  for  the 
big  invaders.  "It  isn't  just  the  Big  Ap- 
ple," says  Joseph  Viviano,  president  of 
Hershey's  pasta  operations.  "It's  the 
whole  damn  bushel.  Succeed  there  and 
you  can  succeed  anywhere."  Hershey  is 
aggressively  promoting  its  San  Giorgio 
brand,  which  Viviano  ships  to  New 
York  from  a  plant  in  Pennsylvania.  But 
the  results  to  date  have  been  meager. 
San  Giorgio's  share  of  the  New  York 
market  is  just  5.5%. 

Ronzoni,  for  30  years  New  York's  un- 
disputed pasta  king  (it  makes  bottled 
sauces  and  frozen  Italian  dinners  as  well), 
has  raised  its  promotional  expense  out- 
lays 20%,  to  $1.5  million,  to  meet  the 
Hershey  invasion.  "We've  been  chal- 
lenged so  many  times  before,"  says  Ron- 
ald Ronzoni,  age  41,  vice  president-sales 
and  one  of  six  younger  Ronzonis  heading 


LASAGNE  RICCIA 


the  company  under  Chairman  Emanuele, 
76.  "At  this  point  you  almost  look  back 
and  ask  yourself,  'They  were  here,  they 
faded,  where  did  they  go?'  " 

Hershey's  Viviano:  "We're  staying." 

As  Hershey  is  taking  its  lumps  in  New 
York,  so  is  mighty  Pillsbury  in  the  San 
Francisco  area  at  the  hands  of  Golden 
Grain,  whose  other  businesses  include 
candy,  chocolate,  liqueur  and  Rice-A- 
Roni.  Pillsbury  acquired  Kansas  City's 
American  Beauty  Macaroni  in  1977  for 
$42  million,  and  part  of  the  package  was 
a  pasta  plant  in  Fresno,  Calif.  American 
Beauty  outsold  its  nearest  competitor 
west  of  the  Mississippi  by  2-to-l,  but  its 
Fresno  label,  Perfection,  ran  a  distant 
second  in  northern  California,  vs.  Golden 
Grain's  50%  share. 

Pillsbury  pumped  an  estimated  $1  mil- 
lion into  merchandising  to  gain  both  its 
brands  wider  distribution  among  San 
Francisco's  supermarket  chains.  Chair- 
man Vincent  De  Domenico  of  Golden 
Grain  then  matched  those  deals,  and  the 
market  breakdown  has  remained  pretty 
much  the  same.  Since  September,  Pills- 
bury has  been  switching  the  Perfection 
brand  to  the  American  Beauty  name. 
The  whole  process  will  take  two  years. 

"They're  a  big  well-heeled  corpora- 
tion," admits  De  Domenico,  60,  "and  I 
know  they'll  come  back  at  us  hard.  I'm 
sure  Pillsbury  and  the  rest  have  ambi- 
tions to  be  a  national  brand.  Otherwise, 
why  would  they  have  bought  all  these 
companies,  to  maintain  the  status  quo?" 
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Regardless  of  campaign  promises 
and  stump  speeches,  governmental 
control  over  the  fortunes  of  business 
is  increasing. 

This  is  an  important  reason  why 
over  1,400  trade  and  professional  asso- 
ciations, businesses  and  manufacturers 
have  located  in  Fairfax  County,  Virginia. 

Fairfax  County  is  just  across  the 
Potomac  River  from  Washington,  D.C., 
and  offers  ready  access  to  legislative 
and  regulatory  voices  of  government. 
From  here  you  can  establish  personal 
contacts  with  key  people  on  Capitol  Hill, 
contacts  that  are  difficult  to  maintain 
at  a  long  distance. 

And  a  location  in  Fairfax  County  also 
provides  the  opportunity  for  dialogue 
with  business  and  political  leaders 


from  throughout  the  world.  You'll  have 
at  your  disposal  the  nation's  leading 
medical  and  research  centers,  financial 
institutions,  communications  facilities, 
consulting  and  accounting  firms. 

Of  course,  transportation  systems 
here  are  excellent.  Dulles  International 
Airport  is  right  in  Fairfax  County  and 
Washington  National  is  close  by.  So  you 
can  be  anywhere  in  America,  or  the 
world,  in  hours. 

But  most  importantly,  a  location  in 
Fairfax  County  means  that  you  can  be 
in  Washington  in  minutes.  And  the 
Fairfax  County  Economic  Development 
Authority  will  gladly  show  you  the  way. 

After  all,  it's  easier  for  the  voices  of 
business  to  be  heard  when  the  ears  are 
just  across  the  river  in  Washington. 


Please  send  me  complete  information  on  the  advantages 
of  a  Fairfax  County,  Virginia  location  for  my  company. 


Name/Title 

Company  

Phone   


Address . 
City  


State/Zip  ^ 

Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive 

Director,  Fairfax  County  Economic  Development 
Authority,  8330Old  Courthouse  Road,  Suite  800,  Tysons 
Comer,  Vienna,  Virginia  22180Telephone(703)790-0600 

FAIRFAX  COUNTY, 
VIRGINIA. 


Your  garden  has 
probably  been  nourished 

by  Esmark. 


Esmark  is  helping  lawns  and  gardens  all  across 
America  put  on  their  loveliest  faces.  But  the  products 
aren't  branded  Esmark.  They  bear  the  famous  retail 
brand  Vigoro?  Vigoro  is  one  of  the  nationally-known 
brands  sold  by  Estech,  our  chemicals  and  industrial 
products  company.  Its  branded,  agricultural  fertilizers 
include  Harvest  King®  sold  in  a  growing  market 
place.  Its  adhesives,  coatings,  and  metal  stampings 
serve  other  markets.  Altogether,  they  generated  1979 
sales  of  $526  million.  But  there's  more  to  Esmark 
than  greets  the  eye  on  the  lawns  and  in  gardens. 

Foods. 

Another  Esmark  company  is  Swift,  which  sells 
value-added  food  products.  Interesting  point:  Swift 
is  the  largest  single  producer  of  branded  breakfast 
meat  products  in  the  U.S.  Last  year  alone,  Swift  sold 
over  $4.5  billion  worth  of  nourishing  foods. 

 Personal  products.  

Our  Playtex®  brand  is  known  the  world  over.  In  the 
U.S.  and  France  it's  the  best-selling  name  in  bras 
and  girdles  — and  among  the  best-sellers  in  Great 
Britain,  Canada,  Mexico  and  Australia.  Playtex 
household  rubber  gloves  and  infant  feeding  systems 
are  also  found  in  more  U.S.  homes  than  any  other. 
And  Playtex  hosiery  — up  250%  since  1977  with 
thousands  of  new  outlets  opened  in  recent  months. 

High-fidelity  automotive  speakers. 

The  nation's  largest-selling  integrated  high-fidelity 
stereo  automotive  speaker  is  Esmark's  Jensen" 
brand.  Jensen  also  markets  in-dash  cassette  players 
and  stereo  receivers. 


Automotive  products. 

Esmark  goes  to  the  automotive  market  in  other 
ways,  with  packaged  car-care  products  wearing  the 
instantly  recognized  STP*  label  now  going  into 
more  than  130  countries.  Here  in  the  U.S.,  they 
include  products  such  as  STP  Gas  Treatment. 
Motorists  everywhere  are  now  more  conscious  than 
ever  of  the  greater  necessity  to  keep  carburetors 
clean. 

Energy. 

Another  of  Esmark's  growing  companies  is  Vickers 
Energy,  a  fully  integrated  producer,  refiner  and 
marketer  of  crude  oil  and  petroleum  products. 
Vickers  also  owns  TransOcean  Oil,  Inc.,  which  is 
busily  engaged  in  exploration  and  production. 

Esmark:  Brand-oriented,  consumer-conscious.  With 
each  of  its  recent  acquisitions  a  leader  in  its  market 
segment.  Shaping  the  fortunes  of  its  growing 
companies. 

Esmark's  six  years  of  growth. 

Esmark  was  formed  on  the  foundations  of  Swift  & 
Company  and  became  fully  operational  in  mid-1973. 
Revenues  in  fiscal  1973  were  $4  billion.  By  fiscal 
1979,  they  had  increased  to  approximately  $7  billion. 
Net  earnings  in  the  sixth  year  of  its  corporate  life 
climbed  to  over  $90  million  versus  $48.8  million  in 
1973.  Total  assets  more  than  doubled  to  $2.4  billion. 
And  the  dividend  per  common  share  was  $1.84  in 
1979,  up  from  $.60  in  1973. 

Esmark,  Inc.,  55  East  Monroe  Street,  Chicago, 
IL  60603.  Ticker  symbol:  ESM. 


SPAGHETTI 


OLD  FASHIONED  EGG  NOODLES 


Right  now  the  closest  thing  to  a 
national  brand  has  been  C.F.  Mueller, 
the  industry  leader,  with  over  $100  mil- 
lion in  revenues,  acquired  by  Foremost- 
McKesson  in  1976  (for  $115  million,  19 
times  its  1975  earnings).  Until  then, 
Mueller's  products  reached  only  22  states 
from  its  Jersey  City,  N.J.  base.  Now  it  has 
expanded  into  the  Chicago  area.  In  the 
first  six  months  alone  it  spent  $600,000 
on  advertising  there.  "We're  crossing  our 
old  boundary  lines,"  says  Mueller  Presi- 
dent Lester  Thurston  Jr.  "When  we  start- 
ed knocking  on  doors  in  Chicago,  we 
weren't  treated  as  strangers." 

Once  Thurston  hit  Chicago  in  late 
1978,  however,  he  found  himself  facing 
Joe  Pellegrino  of  Prince,  that  ex-Marine 
spoiling  for  a  fight.  Prince — it  also  runs 


industrial  pump  and  car- 
ton divisions — is  head- 
quartered in  Massachu- 
setts, where  it  holds  a  70%  lock  on  the 
New  England  pasta  business.  But  it  has 
been  the  top  seller  in  Chicago  since  a 
midwestern  acquisition  of  its  own  in  the 
1960s.  To  counter  Mueller,  Pellegrino 
upped  his  total  promotion  budget  for  that 
market  by  20%,  to  $1  million.  The  re- 
sults, as  1980  began,  show  how  much 
easier  it  is  to  defend  a  market  than  to 
take  one  away.  After  an  initial  bulge, 
thanks  to  newspaper  coupons,  giveaways 
and  other  promotions,  Mueller's  market 
share  in  Chicago  has  actually  fallen  from 
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7.5%  to  6%.  Prince's 
share  has  increased, 
from  25%  to  32%.  Chi- 
cago's number  two  is 
Creamette  Co.,  the  Bor- 
den acquisition  in  the  pasta  game  with 
23.5%  of  the  market. 

The  pasta  war  is  getting  hotter.  Borden 
will  spend  around  $5  million  to  build  a 
macaroni  plant  in  the  Los  Angeles  area, 
certainly  within  poaching  distance  of 
Vince  De  Domenico's  Golden  Grain  ter- 
ritory. De  Domenico:  "You  can  be  sure  I 
won't  sit  still  and  let  anyone  walk  in  and 
take  away  our  market."  Can  big  com- 
pany financial  clout  defeat  family  pride 
and  knowhow?  It's  going  to  be  an  inter- 
esting fight.  ■ 


"They  all  come  back" 


"Boxed  macaroni?  Haven't  eaten  any 
of  that  stuff  for  years,"  laughs  Mario 
Borgatti,  62,  who  has  his  own  source 
of  supply.  Since  1935  the  Borgatti 
family  has  been  selling  the  moist, 
homemade  variety  from  their  spartan 
shop  at  632  East  187th  Street  in  the 
Belmont  section  of  the  Bronx,  and 
their  business  thrives  despite  the  best 
efforts  of  the  Ronzonis,  Princes  and 
Muellers  of  this  world.  "It  just  cooks 
up  better,"  he  boasts.  "There's  no  se- 
cret. You  get  a  feel  for  when  the  dough 
is  right." 

Mario  Borgatti's  parents,  whose 
yellowing  photographs  still  overlook 
the  cash  register,  learned  about  pasta 
while  growing  up  in  Bologna,  a  city 
whose  eating  habits  earned  it  a  nick- 
name, "The  Fat  One."  The  trim,  dis- 
tinguished-looking Mr.  Borgatti  sees 
no  such  link  between  pasta  and  girth. 
"In  Bologna,  pasta  is  something  you 
make  fresh  in  the  kitchen  every  day." 

But  freshness  isn't  the  only  differ- 
ence, Borgatti  says.  "Everyone  uses  products  from  durum 
wheat,  but  the  big  factories  use  semolina,  from  the  hull.  It's 
grainier,  and  with  that  you  get  a  thinner  dough  you  can 
extrude  into  all  kinds  of  shapes.  I  use  more  of  the  flour — it's 
powdery,  more  absorbent,  makes  a  stronger  dough.  My 
dough's  too  tough  for  extrusion."  The  simpler  shapes — flat 
egg  noodles  like  lasagne  and  an  unusual  "square"  spaghet- 
ti— are  the  only  ones  he  will  produce. 

Borgatti's  customers  get  their  noodles  sliced  to  order  on 


Mario  Borgatti  with  the  finished  product 


the  spot,  fresh,  foot-and-a-half-square 
sheets  of  dough  hand-fed  through  the 
appropriate  set  of  bladed  rollers.  "My 
father  had  this  one  when  he  started," 
Borgatti  says,  pointing  to  one  hand- 
cranked  assembly,  "and  it  was  old 
then."  As  the  cut  noodles  emerge  for 
wrapping,  they  are  dusted  with  a  fist- 
ful of  cornmeal  to  prevent  sticking. 
The  pasta  stays  fresh  for  three  to  four 
days — it  will  also  keep  for  months  in  a 
freezer — and  emerges  al  dente  after 
five  minutes  of  boiling.  The  price? 
Right  now  about  80  cents  a  pound 
(about  the  same  as  supermarket  egg 
noodles).  And  for  the  asking,  Borgatti 
will  throw  in  a  few  original  recipes, 
his  current  pride  being  fettucdne  alia 
carhotmra,  lush  with  butter,,  heavy 
cream  and  prosciutto.  "Simple  and 
tasty"  are  his  culinary  criteria,  "and 
tasty  comes  first." 

Borgatti's  rich,  chewier  pasta  is 
only  one  course  in  a  neighborhood 
where  freshly  made  sausage,  first-rate 
meat,  fresh  fish,  cheeses  and  pastry  of  every  description  are 
still  sold  in  small  stores  doing  one  thing  well.  Knowing 
shoppers  from  as  far  away  as  Westchester  County  to  the 
north  and  Manhattan  to  the  south  happily  make  the  pil- 
grimage to  the  Belmont  section.  To  Borgatti,  the  secret  of 
this  allegiance  is  simple.  "Not  a  week  goes  by  without 
someone  coming  into  the  store  to  tell  me  they  tried  some- 
thing else  and  it  wasn't  as  good.  Sooner  or  later  they  all 
come  back."— Thomas  Baker 
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Knowing  what  it's  worth 
can  be  worth  a  lot. 


We  weren't  at  Promontory,  Utah  to  help 
East  meet  West.  But  we  did  help  Pet 
Incorporated  and  I.C.  Industries,  Inc. 


American 
^ /Xppraisai. 

■^yVsSOCI  ATES 


get  together.  The  world's  largest 
appraisal  firm  can  help  you,  too,  with 
mergers  and  much  more. 


WE  KNOW  VALUES, 


Atlanta  •  Baltimore  •  Boise  THE  AMERICAN  APPRAISAL  COMPANY  •  GENERAL  APPRAISAL  COMPANY  Bangkok  •  Boston  •  Buffalo 
Charlotte  ■  Chicago  ■  Cincinnati  ■  Cleveland  •  Dallas  •  Denver  ■  Detroit  ■  Hong  Kong  •  Honolulu  ■  Houston  -  Jakarta  ■  Kansas  City  •  London  •  Los  Angeles  ■  Madrid 
Manila  •  Mexico,  D.F.  •  Miami  •  Milan  •  Milwaukee  •  Minneapolis  •  Montreal  •  New  Orleans  •  New  York  •  Pasadena  •  Philadelphia  •  Pittsburgh  •  Portland  •  Princeton 
Rolling  Meadows  •  Rome  •  8t.  Louis  •  Salt  Lake  City  •  San  Francisco  •  Seattle  •  Singapore  •  Spokane  ■  Stamford  •  Tampa  •  Toronto  •  Vancouver  •  Washington,  D.C. 


Hershey),  of  chocolate  fame,  wants  to  become 
a  diversified  food  company.  It  isn 't  easy 


Hershey 
steps  out 


If  big-company  money  and  pro- 
motion power  aren't  enough  to  crack 
the  fiercely  independent  pasta  busi- 
ness (see preceding  story),  there's  going  to 
be  considerable  disappointment  in  Her- 
shey, Penna.  Headquartered  there  in  the 
green  rolling  hills  of  Pennsylvania  Dutch 
country  is  the  $1.2  billion  (sales)  Hershey 
Foods  Corp.,  which  was  the  first 
big  outside  company  to  invade 
the  macaroni  business.  Since 
1966,  when  it  made  two  small 
acquisitions,  Hershey  has  been 
slowly  expanding  in  the  busi- 
ness. With  its  San  Giorgio,  Del- 
monico,  Procino-Rossi  and 
Skinner  brands,  it  now  claims  a 
10.2%  market  share,  second 
only  to  the  18%  share  of  C.F. 
Mueller  Co.,  a  subsidiary  of 
Foremost-McKesson,  Inc.  Mac- 
aroni last  year  brought  Hershey 
about  $65  million  in  sales. 

Hershey  remains  essentially  a 
chocolate  company,  with  70% 
of  its  sales  ($815  million)  in  that 
business,  but  it  is  trying  hard  to 
break  out  of  that  mold.  Early 
last  year  it  paid  $164  million  in 
cash  to  buy  Friendly  Ice  Cream 
Corp.,  a  New  England-based 
chain  of  620  moderately  priced 
family  ice  cream  parlors  and  res- 
taurants. It  was  a  steep  price,  19 
times  the  previous  year's  earn- 
ings, but  so  far  it  has  worked  out 
well  for  Hershey.  Last  year 
Friendly  produced  roughly  $25  million  in 
pretax  earnings  for  its  new  parent.  Her- 
shey paid  for  Friendly  with  the  proceeds 
of  $75  million  in  9.5%  debentures  and 
the  rest  with  cash  from  its  bulging  trea- 
sury. Even  allowing  for  interest  costs — 
and  interest  foregone — Friendly  last  year 
made  a  substantial  net  contribution  to 
Hershey's  bottom  line  and  helped  pro- 
duce a  25%  increase  in  earnings  (to  $3.78 
a  share).  With  a  return  on  equity  of  near- 
ly 19%,  Hershey  is  among  the  most  prof- 
itable specialty  food  companies.  But  in 


the  early  Seventies  it  was  heading  into 
serious  problems  and  its  return  on  equity 
was  far  lower  than  today.  Hershey  was  a 
complacent  old  company  that  awakened 
just  in  the  nick  of  time. 

Two  things  jolted  Hershey  from  the 
complacency  in  which  it  long  slept,  se- 
cure in  the  strength  of  its  popularity  with 


Hersbey'i 
Moving 


William  E.  Dearden 
away  from  the  cocoa  bean. 


well  beyond  what  his  $175,000  salary 
could  buy.  CEO  Dearden  was  raised  in 
the  famed  Hershey  orphanage,  which  is 
supported  by  dividends  from  the  55%  of 
Hershey  stock  left  to  it  by  the  late  Mil- 
ton Snavely  Hershey.  Once  in  power, 
Dearden,  and  his  righthand  man,  Presi- 
dent Richard  A.  Zimmerman,  made 
some  basic  decisions:  Hershey  would  not 
conglomerate;  it  must  lessen  its  depend- 
ence on  the  cocoa  bean;  it  would  become 
a  major  food  company. 

In  candy  they  developed  new  prod- 
ucts— such  as  Reese's  Pieces  and  What- 
chamacallit — and  stepped  up  spending 
on  advertising.  In  the  chocolate  bar  mar- 
ket, Hershey  narrowed  Mars'  lead:  It 
moved  up  from  23%  to  27%  of  the  mar- 
ket, while  Mars  slipped  from  over  40% 
to  about  36%,  according  to  Gerald  P. 
Prescott  of  Distributor  Concepts,  which 
measures  nonsupermarket  sales.  While 
Mars  still  leads  in  this  market,  Dearden 
claims  Hershey  is  now  ahead  in  total 
candy  sales. 

The  remaining  leg  to  Hershey's  diver- 
sification is  relatively  small  but  quite 
profitable:  Cory  Food  Services,  which 
provides  coffee  service  in  some  75,000 
businesses  and  institutions. 
Cory  last  year  brought  in  about 
$50  million  in  sales. 

Can  Hershey  build  major  di- 
versification on  coffee  service 
and  pasta?  As  for  the  Friendly 
restaurants,  they  have  proven  a 
great  success  in  New  England 
and,  to  a  lesser  extent,  in  the 
Middle-Atlantic  states;  but  is 
the  quaint-homey  formula  ex- 
portable to  other  parts  of  the 
country?  These  are  unanswered 
questions. 

The  fertile  countryside 
around  Hershey,  Penna.  pro- 
duces the  milk  that  distin- 
guishes Hershey's  sweet  choco- 
late from  the  richer  but  more 
bitter  European  chocolate. 
There  is  a  symbiosis  at  work 
here:  Hershey  nourishes  the 
countryside,  the  countryside 
nourishes  Hershey.  Almost  ev- 
ery day  box  cars  arrive  at  the 
plant  loaded  with  cocoa  beans 
just  off  the  ship  from  the  Ivory 
•  Coast  or  Nigeria,  ready  to  be 
mixed  with  the  local  milk  and 


generations  of  Americans.  One  was  the 
1973  price  explosion  in  cocoa  beans, 
Hershey's  main  raw  material,  which 
sent  earnings  plunging  30% — an  almost 
unheard-of  event  at  Hershey.  The  other 
jolt  came  from  privately  owned  Mars  Inc. 
which  buried  Hershey  in  a  blitz  of  adver- 
tising and  promotion  and  ousted  it  from 
the  number  one  spot  in  U.S.  candy  sales. 

In  1976  Hershey  got  a  new  boss.  He 
was  William  E.  Dearden,  a  tall,  outgoing 
man  who  rose  through  the  ranks  and 
whose  dedication  to  the  company  goes 


processed  into  bars,  kisses,  syrup.  That's 
the  point:  Chocolate  still  dominates  the 
company. 

So,  Hershey  remains  a  successful 
chocolate  company  with  a  number  of 
sidelines.  Every  time  it  steps  out  of  the 
candy  business  it  steps  into  a  fiercely 
competitive  business  where  it  has  no 
particular  advantages.  Dearden  and  Zim- 
merman have  done  a  good  job  in  many 
ways,  but  they've  yet  to  achieve  their 
declared  goal  of  making  Hershey  a  major, 
diversified  food  company.  B 
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BARCLAYS  BANK  HELPS 
YKK  JAPAN  ZIP  TO  THE  TOP 
IN  NEWMARKETS 


YKK  of  Tokyo  are  the  world's 
largest  manufacturers  of  zip  fasteners. 
They  make  zippers  for  just  about 
everything.  High  fashion  dresses. 
Flotation  collars  to  contain  oil  slicks. 
Wet  suits  to  go  deep  under  the  sea. 

YKK  meet  the  growing  demand 
for  their  products  by  building 
strategically  placed  factories  around 
the  world.  There  are  now  YKK 
operations  in  Trinidad  and  Swaziland. 
For  both,  finance  has  been  provided 
by  Barclays  Bank  International. 


We  were  able  to  help  because 
we  have  branches  in  Swaziland  and 
Trinidad  as  well  as  in  Japan.  And 
of  course  in  other  countries  where 
YKK  have  built  factories,  such  as 
the  United  States  and  Great  Britain. 

Barclays  Bank  International  can 
help  companies  world-wide  develop 
in  new  markets  because  we  have 
our  own  people  and  our  own 
branches  where  they  are  needed  for 
international  business. 

We  can  help  in  Hamburg  and 


Los  Angeles.  In  Melbourne, 
Buenos  Aires  and  Paris.  And  in 
Hong  Kong,  Bahrain  and  Toronto . . . 

The  Barclays  International 
group  is  in  more  than  75  countries 
spanning  five  continents. 

We  help  most  of  the  world's 
successful  international  companies. 
Somewhere  there  is  a  market  where 
we  can  help  you. 


BARCLAYS 

International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY  10017. Telephone (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  California  90005.  Telephone  (213)  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West, Toronto,  Ontario  M5L  1G2. Telephone  (416)  862  0594. 


Qwip  , 


Vydec  4000  series  word 
processors  feature  the 
world's  first  two-full-page 
display  screen. 


Qwip  Two  facsimile 
machines  can  send  or 
receive  words,  pictures, 
charts  and  graphics  over 
the  telephone  in  just 
two  minutes. 


Qyx,  The-lhtelligent  Typewriter, 
lets  you  add  memory, 
display  or  communications. 
So  Qyx  can  grow  smarter 
without  growing  larger. 


Zilog  MCZ-1/70  microcomputers 
can  support  five  terminals, 
giving  multiple  users 
access  to  the  same  information. 


Japan's  automakers  are  again  trying  to  calm 
the  waters  by  talking  nice.  But  don't  be  de- 
ceived. U.S.  manufacturers  face  some  tough 
competition  from  them  in  the  1980s. 


Watch  what  they  do, 
not  what  they  say 


By  Kathleen  K.  Wiegner 

AFTER  A  WEEK  IN  TOKYO  talking  tO 
Japan's  automakers,  you  would 
believe  that  all  they  want  is  peace 
and  harmony  in  the  world  auto  market. 
"We  have  to  maintain  harmonious  rela- 
tionships with  consumers  and  your  gov- 
ernment," says  Masataka 
Okuma,  executive  vice  presi- 
dent of  Nissan  Motor  Co. 
(maker  of  Datsun  cars  and 
trucks).  "To  export  our  cars 
in  rapidly  increasing  volumes 
should  be  avoided."  "Toyota 
just  built  a  new  plant  in  Ja- 
pan, but  the  next  plant  may 
be  best  built  overseas,"  says 
Shinichi  Kanda,  executive 
vice  president  of  Toyota  Mo- 
tor Sales  Co.  "There  could  be 
criticism  otherwise." 

Every  day  Tokyo's  news- 
papers report  that  the  Japa- 
nese government  is  earnestly 
requesting  its  automakers  to 
exercise  "prudence"  in  deal- 
ing with  the  U.S.,  its  biggest 
export  market,  and  urging 
them  to  build  plants  in  the 
U.S.  Even  Japan's  auto- 
workers  have  gotten  into  the 
national  act.  When  United 
Auto  Workers'  President 
Douglas  Fraser  visited  Tokyo 
in  February  to  press  the  Japa- 
nese to  build  some  plants  in 
the  U.S.,  his  visit  was  spon- 
sored by  the  Japanese 
autoworkers  union,  which 
said  it  was  sympathetic  to  his  plea  to 
save  American  jobs. 

Familiar?  As  recently  as  1977,  when 
the  Japanese  grabbed  15%  of  the  U.S.  car 
market,  a  government  official  told 
ForbeS,  "Our  automakers  should  make 
their  sales  behavior  harmonious  and 
avoid  radical  changes  in  market  share." 
Crises  over  Japan's  incursions  into  the 
American  car  market  bring  out  the  best 
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Japanese  jawboning.  Ever  since  the  late 
1960s  U.S.  automakers  have  cried  "un- 
fair" whenever  Japan's  market  share  bal- 
looned. Then  the  Japanese  would  smooth 
the  waters,  plead  that  their  share  was 
only  temporary,  and  wait  for  the  crisis  to 
go  away.  So  far  that  strategy  has  worked, 
though  Japan's  slice  of  the  market  is  up 


Datsuns  rolling  down  the  line  at  Nissan  Motor's  Tochigi plant 
In  the  V.S.  the  economies  wouldn't  be  the  same. 

from  2%  to  17%  in  the  last  decade. 

Japan's  "problem"  is  that  everyone  is 
angry  but  U.S.  car  buyers,  who  last  year 
bought  a  record  1.8  million  of  its  eco- 
nomical, fuel-stingy  cars.  With  Detroit's 
big  cars  in  the  doldrums,  that  translated 
into  a  17%  market  share.  By  some  esti- 
mates, demand  for  Japanese  cars  will 
continue  to  increase  during  the  next  two 
years  while  demand  for  domestic  autos 


continues  to  decline.  "We  are  predicting 
that  imports  will  reach  a  27%  share  of 
the  U.S.  car  market  this  year,"  says  Da- 
vid Power,  president  of  J.D.  Power  & 
Associates,  an  auto  market  research 
firm.  "And  it  could  come  close  to  a  30% 
share  in  1981."  A  good  three-fourths  of 
those  import  sales  will  likely  go  to  the 
Japanese. 

Long  the  world's  largest  exporter  of 
cars,  Japan  this  year  may  well  become 
the  world's  largest  producer  as  well,  edg- 
ing out  the  U.S.  The  11  Japanese  manu- 
facturers estimate  that  they  will  build  a 
total  of  10.6  million  cars,  trucks  and  bus- 
es this  year,  vs.  an  estimated  10.4  million 
for  the  U.S. 

Though  Japan's  "Big  Two"  (Toyota 
and  Nissan)  say  they  are  looking  serious- 
ly at  manufacturing  in  the  U.S.,  there  is 
every  reason  to  believe  they  will  drag 
their  feet  through  most  of  the  1980s. 
From  a  pure  economic  standpoint,  it 
makes  no  sense  for  them.  Toyota,  for 
example,  is  so  cash-rich  that  it  is  called 
the  "Bank  of  Toyota."  Its  centralized 
manufacturing  operations  in  Nagoya 
(250  miles  from  Tokyo)  is  a  sprawling 
complex  known  as  Toyota  City,  some- 
what resembling  a  medieval 
kingdom. 

Surrounded  by  its  hun- 
dreds of  parts  suppliers  and 
affiliated  subcontractors, 
Toyota's  manufacturing  op- 
erations can  run  with  almost 
no  parts  inventories:  All  the 
company  need  do  is  open  the 
gates  in  the  morning  and  let 
the  suppliers'  trucks  roll  in. 
While  Nissan  is  more  decen- 
tralized and  less  profitable 
than  its  archrival,  it  would 
still  prefer  the  known  profit 
it  makes  in  Japan  to  the  un- 
known problems  it  could  en- 
counter abroad. 

The  announcement  that 
Honda  Motor  Co.  would  be- 
gin assembling  cars  in  the 
U.S.  in  1982  at  a  plant  next 
to  its  Marysville,  Ohio  mo- 
torcycle plant  should  not  be 
taken  as  a  sign  that  Japan's 
attitudes  toward  U.S.  assem- 
bly have  changed.  Honda,  a 
maverick  by  Japanese  corpo- 
rate standards,  is  more  of  a 
factor  in  the  export  markets 
than  back  home,  where  it 

  ranks  only  fifth.  Even  Honda 

plans  only  a  modest  assembly  operation 
employing  at  best  2,000  workers.  If  the 
other  Japanese  automakers  come  in,  it 
will  be  in  the  same  sort  of  token  way. 

The  export  of  fully  assembled  cars  is 
especially  important  for  a  country  that 
imports  close  to  100%  of  its  oil.  The  $7.8 
billion  worth  of  Japanese  cars  sold  to  the 
U.S.  last  year — 41%  of  its  auto  exports — 
bought  Japan  a  lot  of  Arab  oil.  In  addi- 

69 


tion,  Japan's  industry  has  the  capacity 
for  10  million  vehicles  a  year,  with  pro- 
duction about  evenly  split  between  do- 
mestic sales  and  exports.  The  companies 
have  high  fixed  costs  because  of  the  Japa- 
nese system  of  lifetime  employment, 
which  is  possible  only  if  that  capacity  is 
kept  running  full.  In  the  past,  automak- 
ers could  fall  back  on  their  home  market, 
where  demand  for  cars  was  growing  fast- 
er than  in  the  U.S.  But  unless  Japan 
launches  a  massive  roadbuilding  program 
in  the  next  decade,  that  domestic  de- 
mand growth  could  slow  to  a  more  U.S.- 
like  3%,  which  would  demand  a  hot  pace 
from  the  $40  billion  motor  industry. 

The  Japanese  say  that  they  worry 
about  the  competitive  threat  posed  by 
Detroit's  new  generation  of  small  cars 
due  on  the  market  within  the  next  two 


to  meet  even  higher  standards. 

And  after  that?  "We  are  thinking 
about  what  we  have  to  do  beyond  1985," 
says  Kenichi  Yamamoto,  Toyo  Kogyo's 
director  of  innovative  technology. 

What  they  are  doing  hints  at  what 
they  are  thinking.  In  electronics,  where 
computer  intelligence  is  used  to  run  cars 
more  efficiently,'  the  Japanese  are  further 
along  than  U.S.  makers.  Nissan  proudly 
calls  its  new  Cedric/Gloria  series,  intro- 
duced last  year  in  Japan,  the  "most  elec- 
tronic-intensive car  in  the  world"  be- 
cause it  contains  microprocessor  con- 
trols for  everything  from  fuel  injection 
and  ignition  timing  to  idling  speed  and 
air-fuel  ratios.  Nissan  is  also  working  on 
a  central  computer  to  control  all  these 
functions. 

In  diesel  engines,  Isuzu  Motors,  Japan's 


Nissan  Motors  Okwna  (left)  and  Toyota's  Kanda 

Willing  to  do  almost  anything  for  Detroit  except  give  up  U.S.  market  share. 


years,  and  that  they  would  prefer  to  wait 
until  then  before  making  a  commitment 
to  build  in  the  U.S.  "We  must  ask  wheth- 
er we  can  continue  to  compete  with 
General  Motors  and  Ford,"  says  Nissan's 
Okuma.  "We  must  take  into  consider- 
ation GM's  power  to  raise  capital  and  its 
development  ability."  In  one  sense,  the 
threat  from  Detroit  does  appear  awe- 
some: By  1985  Ford  and  GM  alone  will 
spend  around  $60  billion  on  developing 
and  retooling  for  their  new  cars. 

But  Japan  already  is  where  Detroit 
hopes  to  be  in  two  years,  and  it  is  not 
standing  still.  Take  fuel  efficiency,  for 
example.  Japanese  autos  are  already  close 
to  the  27.5  miles  per  gallon  that  the 
government  requires  a  manufacturer 
must  average  by  1985.  Detroit  still  has  to 
reach  20  mpg.  Last  year  the  Japanese 
government,  as  part  of  its  energy-saving 
legislation,  set  new  targets  for  its  auto- 
makers— an  average  12%  increase  in  fuel 
ettKiency  by  1985.  So  while  Detroit  is 
playing  catchup,  the  Japanese  will  be 
moving  ahead  under  government  orders 


biggest  producer  of  diesels  primarily  for 
trucks,  claims  its  small  car  diesel  has  the 
best  fuel  economy  of  any  engine  in  the 
world,  and  the  company  says  it  plans  to 
spend  some  $485  million  over  the  next 
two  years,  primarily  to  develop  fuel-effi- 
cient cars  for  export. 

Most  engineers  agree  that  cars  with 
front-wheel  drive  are  the  answer  to  how 
to  make  cars  smaller  but  give  adequate 
passenger  space.  Since  1977,  sales  of 
front-wheel-drive  cars  in  the  U.S.  have 
grown  from  less  than  1  %  of  total  sales  to 
almost  10%,  and  there  is  talk  that  GM  is 
moving  to  increase  its  front-wheel-drive 
capacity  to  65%  of  its  total  by  1983.  Next 
year  Ford  and  GM  will  introduce  front- 
wheel-drive  subcompacts,  and  Chrysler 
already  sells  its  front-wheel-drive  Omni 
and  Horizon. 

But  again,  the  Japanese  are  already 
there.  Almost  all  of  them  sell  front-wheel- 
drive  cars  in  the  U.S.,  including  Honda's 
complete  line,  Nissan's  310  series  and 
Toyota's  new  Corolla  Tercel.  Toyo  Kogyo 
plans  to  introduce  a  new  front-wheel- 


drive  car  sometime  this  year.  Japanese 
modesty  aside,  all  evidence  points  to  Ja- 
pan as  a  tough  competitor  in  the  future. 

Japan,  of  course,  cannot  ignore  the  pro- 
tectionist mood  that  seems  to  be  build- 
ing not  only  in  the  U.S.  but  also  in  Eu- 
rope. If  present  plans  are  any  indication, 
the  Japanese  may  favor  closer  coopera- 
tion with  local  manufacturers  around  the 
world,  including  tradeoffs  of  technology 
and  even  parts  in  exchange  for  market 
access.  Last  year  Honda,  for  example, 
signed  a  licensing  agreement  whereby 
BL  (formerly  British  Leyland)  would  pro- 
duce and  market  a  car  developed  by 
Honda  in  Common  Market  countries. 
Nissan  recently  purchased  from  Massey- 
Ferguson  a  36%  interest  in  Spain's  Mo- 
tor Iberica  and  is  expected  to  use  this  tie- 
up  soon  to  produce  and  sell  its  trucks  in 
Europe  under  its  own  nameplate. 

Last  month  the  president  of  Mitsubi- 
shi Motors  (15%  owned  by  Chrysler)  vis- 
ited the  U.S.  to  talk  to  Chrysler  about  the 
joint  development  of  a  small  truck  to  be 
marketed  in  the  U.S.  Ford  has  already 
agreed  to  buy  the  transaxles  for  its  up- 
coming front-wheel-drive  Escort  from 
Toyo  Kogyo  (25%  owned  by  Ford),  and 
GM  is  reportedly  planning  to  buy  diesel 
engines  from  Isuzu  Motors,  of  which  it  is 
a  34%  owner,  for  its  planned  Chevette 
diesel. 

Isuzu,  however,  would  like  to  establish 
its  own  brand  name  in  the  U.S.,  and  is 
seriously  thinking  of  asking  GM's  Buick 
dealerships  to  market  a  small  truck. 
Eventually  Isuzu  would  also  like  to  begin 
exporting  its  Gemini  passenger  car, 
which  was  sold  briefly  in  the  U.S.  as  the 
GM  Opel.  Mitsubishi  clearly  would  like 
to  renegotiate  its  contract  with  Chrysler 
in  order  to  sell  its  cars — particularly  the 
Colt,  the  highest  mpg  gasoline-powered 
car  sold  in  the  U.S. — under  its  own  tri- 
ple-diamond mark.  "The  task  of  trying 
to  be  a  good  partner  to  friends  in  need  is 
very  complicated,"  says  Mitsubishi  man- 
aging director  Toyoo  Tate  politely.  "But 
arrangements  must  be  updated  in  these 
changing  times." 

So  far  Fraser  may  have  gotten  half  of 
what  he  went  to  Tokyo  to  ask  for — some 
voluntary  restraints.  Shortly  after  his  vis- 
it Toyota  announced  that  it  would  prob- 
ably export  no  more  cars  to  the  U.S.  this 
year  than  it  did  last,  saying  that  it  needed 
additional  cars  to  meet  demand  in  other 
parts  of  the  world.  It  also  raised  prices, 
primarily  on  its  better-selling,  more  fuel- 
efficient  little  cars.  But  holding  down 
exports  to  last  year's  record  levels  isn't 
promising  much,  especially  since  domes- 
tic auto  sales  will  probably  be  down 
again.  (Power  predicts  the  Japanese  mar- 
ket share  this  year  could  reach  22%.) 

The  important  thing  to  remember  in 
dealing  with  the  Japanese  is  not  to  be- 
lieve everything  you  hear.  Or,  as  the  say- 
ing goes:  Fool  me  once,  shame  on  you. 
Fool  me  twice,  shame  on  me.  ■ 
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Sure,  your  copies  are  readable . . .  mostly. 
But  what  kind  of  impression  do  those  gray,  be- 
speckled  things  make  on  customers  and  col- 
leagues? Kodak  copiers  can  turn  out  crisp  blacks 
and  spotless  whites  at  a  rate  of  4200  pages  an  hour. 
It's  quality  that  makes  you  look  good. 

People  tell  us  ours  is  the  best  in  the  busi- 
ness. Let  a  few  of  our  machines  around  your  place 
make  everybody  look  good.  Dependability  is 
great.  You  probably  can't  get  a  better  deal.  We'd 
like  to  demonstrate. 

Write:  Eastman  Kodak  Company, 
CD0334,  Rochester,  NY  14650. 

People  say  it's  the  best  quality  in  the  business. 


1880  j^jj  1980 
100-y€ar  §tart  on  tomorrow^ 


Kodak  Ektaprint  100F  copier-duplicator 


Harvey  Lamm  got  into  the  automobile  busi- 
ness for  fun.  Now  that  Subaru  of  America  is 
doing  well,  he's  having  a  lot  of  fun. 


Hey! 
This  is  fun! 


By  Sub  rata  Chakravarty 

I didn't  want  to  spend  the  rest  of 
my  life  just  making  money/'  says 
Harvey  Lamm,  45,  the  chain-smok- 
ing president  of  Subaru  of  America.  "I 
wanted  to  have  some  fun."  Along  the 
way,  he  had  more  grief  than  he  bargained 
for:  a  devastating  review  from  Consumer 
Reports,  a  partner  squeezed  out,  a  nega- 
tive net  worth,  and  having  to  design  a 
line  of  cars  almost  from  scratch. 

Now  Lamm  is  finally  having  the  fun  he 
looked  for  back  in  1967  and  he's  making 
money,  too.  Last  year  he  earned  almost 
$250,000.  His  183,666  shares  of  Subaru 
stock — bought  at  a  penny  a  share — are 
now  worth  almost  $2.7  million. 

Subaru  imports  cars  from  Japan  and 
markets  them  in  the  U.S.  like  many  oth- 
ers. But  unlike  the  other  importers,  it  is 
not  a  subsidiary  of  the  manufacturer,  Fuji 
Heavy  Industries.  It  is  a  publicly  owned 
American  corporation,  run  by  Ameri- 
cans. (Fuji  now  owns  48.6%  of  the  stock, 
but  it  only  started  buying  the  stock  in 
1976,  and  then  because  of  pressure  from 
SO  A  to  protect  it  from  a  takeover.) 

SOA's  phenomenal  growth  over  the 
past  four  years — from  sales  of  $84  mil- 
lion in  1975  to  $550  million  in  1979— is 
due,  in  large  part,  to  a  unique  line  of 
front-wheel-drive  vehicles  that  can  con- 
vert to  four-wheel  drive.  It  has  carved  out 
a  nice  little  market  niche  for  itself,  and  if 
its  profit  margins  are  mediocre  (1.7%) 
because  it  is  only  a  marketer,  its  average 
return  on  equity  over  the  past  five  years 
is  a  sublime  72.1% — first  in  Forbes' 
rankings — because  it  has  no  investment 
to  speak  of  either. 

Lamm  got  into  the  automobile  busi- 
ness in  1967,  when  he  was  talked  into 
leaving  the  family  furniture  business  by 
an  old  friend — Malcolm  Bricklin,  the  cre- 
ator, subsequently,  of  the  ill-fated  Brick- 
lin sports  car.  Lamm  and  Bricklin  talked 
Fuji  into  giving  them  U.S.  marketing 
rights  for  Fuji's  Subaru  car.  "The  key  to 
putting  the  contract  together  was  that 


we  were  able  to  conceive  of  a  way  for  Fuji 
to  make  no  financial  commitment  for 
delivering  the  car  to  the  U.S.  market," 
says  Lamm. 

Their  initial  effort  was  a  disaster.  The 
first  car,  the  Subaru  360  mini,  arrived 
late  in  1968,  but  then  Consumer  Reports 
and  others  lowered  the  boom,  pronounc- 
ing the  car  unsafe.  With  the  company 
close  to  bankruptcy,  Lamm  and  Bricklin 
had  to  scramble  to  keep  the  company 
afloat  while  Fuji  modified  another  car  to 
meet  U.S.  standards.  "The  company 
moved  to  a  negative  net  worth  of  be- 
tween $4  and  $6  million,"  Lamm  recalls, 
ruefully.  "We  had  problems  no  matter 
which  way  we  turned — bankers,  dealers, 
getting  Fuji  to  do  things  that  would  give 
us  a  chance.  Survival  was  all  we  were 
looking  for."  Along  the  way,  Bricklin 


Subaru  of  America  President  Harvey  Lamm 
Mediocre  margins,  sublime  returns. 


was  forced  out  by  other  investors. 

Once  the  cars  that  Lamm  wanted  be- 
gan arriving,  late  in  1970,  he  decided  to 
concentrate  on  the  rural  markets,  be- 
cause front-wheel  drive  was  not  yet  of 
much  interest  to  urban  drivers.  He  fig- 
ured that  on  rougher  rural  roads  the  bet- 
ter-handling front-wheel-drive  cars  could 
show  to  advantage.  It  wasn't  easy  to  sell 
Subarus  anywhere  after  all  the  bad  pub- 
licity, but  rural  dealers  managed  to  get 
people  into  them,  and  sales  gradually 
picked  up.  With  little  money  available 
for  advertising,  80%  of  sales  were  gener- 
ated by  word  of  mouth. 

Because  it  was  so  strapped  for  money, 
Subaru  evolved  a  unique  method  of  fi- 
nancing that  required  distributors  to  is- 
sue it  letters  of  credit  for  the  cars  they 
ordered  for  dealerships  in  their  territor- 
ies. Even  today  distributors  must  issue 
letters  of  credit  for  three  months'  worth 
of  orders.  The  letters  are  no  longer 
cashed;  they  are  just  held  as  security 
deposits.  "It's  the  best  way  to  get  people 
to  be  responsible,"  Lamm  notes.  "We 
ship  the  cars,  they're  guaranteed  paid  so 
he'd  better  get  the  job  done." 

By  1973  Subaru  had  turned  the  comer 
and  was  in  the  black.  But  the  product 
line  was  limited — just  three  cars.  So 
Lamm  went  to  Japan  and  told  Fuji  the 
U.S.  market  needed  cars  with  more  style 
and  gimmicks.  On  the  same  trip,  Lamm 
spotted  a  car,  a  front-wheel-drive  station 
wagon  that  could  be  converted  to  four- 
wheel  drive  at  the  flick  of  a  lever,  which 
was  being  phased  out  for  lack  of  demand. 
Lamm  wanted  it  for  the  U.S. 

Late  in  1975  Subaru 's  next  line,  includ- 
ing the  dual-drive  wagon,  arrived.  For  the 
first  time  Lamm  had  a  product  line  suit- 
ed to  the  total  U.S.  market.  But  the  focus 
was  still  heavily  on  the  conservative  ru- 
ral market  until  Lamm's  new  advertising 
agency — Levine,  Huntley,  Schmidt, 
Plapler  and  Beaver,  Inc. — came  up  with  a 
different  approach.  "We  felt  younger  peo- 
ple were  the  best  potential  for  four-wheel 
drive,"  recalls  Levine,  Huntley  President 
Robert  Schmidt.  "The  doers,  the  goers, 
the  skiers,  the  hunters,  people  going  to 
the  beach."  So  Schmidt  got  the  U.S.  Ski 
Team  to  adopt  the  Subaru  wagon  as  its 
official  car  in  mid- 1976.  At  the  same 
time  the  agency  began  running  a  series  of 
bright,  eye-catching  TV  spots. 

The  combination  of  a  new  line,  the 
new  ad  campaign  and  a  high-mileage  line 
of  cars  enabled  Subaru  to  start  to  climb. 
In  1976  Subaru  jumped  from  twelfth 
place  to  sixth  among  importers.  In  1977 
sales  really  took  off,  surging  64%,  from 
less  than  49,000  cars  to  more  than 
«0,000. 

In  late  1977  came  the  BRAT,  a  small 
dual-drive  pickup  truck  with  two  open- 
air  bucket  seats  fixed  to  the  bed.  "That 
vehicle,  from  the  ground  up,  was  de- 
signed by  us,"  says  Lamm.  The  BRAT 
was  aimed  at  the  recreational  market 
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One  corporation 
covers  a  world 
of  energy. 

Pioneer  Corporation.  Headquartered  in  Texas 
with  diversified,  energy-oriented  subsidiary 
operations  and/or  facilities  in  1 4  states 

Engaged  in: 

exploration  for  oil  and  gas, 
onshore  and  offshore 

production  and  distribution  of  oil 
and  natural  gas 

extraction  of  liquids  from  natural  gas 

exploration,  mining  and  milling  of  , 
uranium  and  vanadium 

V 

contract  drilling  rigs 

manufacture,  fabrication  and 
sales  (domestic  and  worldwide) 
of  oilfield  equipment  and  tools 

sales  and  service  of  heavy 
equipment  for  surface  mining, 
general  construction, 
roadbuilding  and  aggregate 
production 

Pioneer  is  committed  to 
growth. 

Check  our  record. 

It's  good  and  getting 
better. 

For  additional  information,  write  to: 

Director  of  Corporate 
Communications 
Pioneer  Corporation 
P.O.Box511 
Amarillo,  Texas  79163 


PIONEER 
CORPORATION 


away  from  the  snow  belt — "the  fun-and- 
sun  concept,"  as  the  concept-happy 
Lamm  puts  it.  The  name,  says  Levine, 
Huntley's  Schmidt,  "was  descriptive  of 
the  kind  of  person  who  might  buy  it.  The 
spoiled  brat  idea:  I  want  it  because  I  want 
it.  It  was  aimed  at  the  young  and  it  was 
all  very  tongue-in-cheek." 

It  was  just  what  Subaru  needed  to  build 
the  kind  of  youth  image  Subaru  never  got 
with  the  staid,  conservative  styling  of 
the  past. 

So  Lamm  started  to  work  on  its  styling 
again  with  Fuji.  Last  fall  Subaru  intro- 
duced a  radically  new  line  of  cars  without 
the  square  Japanese  look.  Says  Lamm: 
"The  whole  styling  concept  of  these  cars 
is  ours.  They're  not  Fuji's." 

Last  year  Subaru  sold  almost  128,000 
vehicles,  about  half  of  them  dual  drive.  In 
1980  Lamm  expects  to  sell  around 
150,000,  and  he  is  well  on  the  way  to  that 


The  BRAT  was  aimed  at  the  rec- 
reational market  away  from 
the  snow  belt.  The  name,  says 
Schmidt  of  Levine,  Huntley, 
"was  descriptive  of  the  kind  of 
person  who  might  buy  it." 


goal  with  a  32%  increase  in  first-quarter 
unit  sales.  Indeed,  Subaru  could  have  sold 
far  more  if  only  it  could  get  the  cars,  but 
Fuji  can't  make  them  fast  enough. 

For  the  moment,  Lamm  is  sitting  pret- 
ty. He  has  a  line  of  attractive,  relatively 
inexpensive,  fuel-efficient  vehicles.  He 
can  sell  everything  he  can  lay  his  hands 
on  in  a  year  when  American  manufactur- 
ers are  begging  people  to  buy.  His  trou- 
bles seem  behind  him. 

There  are,  however,  a  few  clouds  on 
the  horizon.  Half  of  Subaru's  sales— the 
dual  drives — are  to  an  essentially  recrea- 
tional market.  But  the  market  for  recrea- 
tional vehicles  will  be  especially  vulner- 
able in  a  recession.  With  the  pressure  for 
import  controls  and  tariffs,  Fuji  might 
find  itself  in  the  position  of  having  to 
manufacture  in  the  U.S.  at  a  volume  that 
is  uneconomic  or  be  priced  out  of  the 
market  by  import  duties. 

Most  critical  for  Subaru,  however,  are 
potential  competitors  in  its  small  niche. 
Already  American  Motors  has  taken  aim 
at  Subaru's  market  with  the  Eagle,  a  four- 
wheel-drive  station  wagon.  And  so  could 
others.  Lamm  professes  not  to  be  con- 
cerned about  any  of  these  contingencies, 
but  he  is  actively  searching  for  other 
niches  to  exploit  and  claims  to  have 
found  several,  which  he's  not  talking 
about  yet. 

Is  the  automobile  business  still  fun?  It 
certainly  is,  says  Lamm.  "Look  at  De- 
Lorean,"  he  says.  "He  spends  five  years 
to  go  out  and  build  a  car  and  who  knows 
what's  going  to  happen.  Well,  Fuji  built 
the  BRAT  for  me.  That's  fun."  ■ 


international  Toot  and  Supply  Company.  Inc.  •  Pioneer  Gas  Products  Comoerry 
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Enterprise. 

■  .  *  > 

It's  essential  in  an  Insurance  Broker. 


In  the  business  world  of  escalating 
risks,  your  best  insurance  is  an  enter- 
prising broker.  One  who  has  the  ex- 
perience and  creativity  to  protect  your 
assets.  Frank  B.  Hall  &  Co.,  the 
world's  most  inventive  corporate  in- 
surance broker,  is  also  its  most  enter- 
prising. Our  energy  and  initiative 
enable  us  to  try  the  untried,  and  to 
succeed. 

When  Frank  B.  Hall  becomes  your 
broker,  you  can  expect  comprehensive 
coverage  at  justifiable  costs.  Fewer 
cash-flow  problems.  Every  advantage 
in  the  global  insurance  markets.  And 
access  to  the  most  advanced  insurance 


technology  available  anywhere.  Our 
5000  enterprising  professionals  in  150 
worldwide  offices  are  bold  and  adven- 
turous. We  have  to  be.  Protecting  the 
human  and  financial  resources  of 
thousands  of  corporations  is  no  task 
for  the  meek  or  reserved. 

Perhaps  Frank  B.  Hall  should  put  its 
enterprise  to  work  on  the  protection  of 
your  enterprise.  Contact  a  convenient 
office  today.  Or  for  more  information 
on  our  character,  write:  Albeit  J. 
Tahmoush,  Chairman  and  CEO,  549 
Pleasantville  Road,  Briarcliff  Manor, 
NY  10510. 


When  creative  protection  is  essential 


Enterprise  at  work  for:  National  Airlines,  American  Motors,  IBM  Credit  Union,  Rockwell  International, 
Lipton,  Conrail,  Allegheny  Ludlum,  Occidental  Petroleum,  Polaroid,  Textron,  Fruehauf  and  many  more. 
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that's  modernizing  business 
through  fiber  optics. 


Information  has  become  the  priceless  capital 
business:  the  speed  with  which  it  flows,  its  clarity  and  volume. 
Fiber  optics  being  basically  a  light  system,  nothing  could  be  faster, 
clearer,  more  efficient  in  relaying  sounds,  pictures,  data.  This  means  more 

cost-effective  telephony,  facsimile,  teleconference,  name  it.  NEC  was 
one  of  the  first  companies  in  the  world  to  develop  a  working  optical  fiber 
system.  It  is  this  type  of  innovation  and  initiative  that  has  won 
NEC  the  trust  of  customers  in  over  130  countries. 


3H& 


Nippon  Electric  Co  Ltd 

Tokyo,  Japan 


These  are  great  days  for  Brooklyn  Union  Gas.  They  should  be — the 
company  has  spent  over  a  decade  getting  ready  for  them.  Now,  thanks 
to  OPEC,  it  has  finally  got  fuel  oil  on  the  run. 


More  than  lucky 


Eugene  Luntey  has  130  people  in 
his  marketing  department,  but  the 
best  salesman  his  company  has  is 
not  even  on  the  payroll.  It's  OPEC, 
whose  most  recent  round  of  extortion  is 
sending  Luntey  more  business  than  he 
ever  dreamed  of  getting. 

Because  heating  oil  prices  this  winter 
are  up  70%  from  last  winter,  customers 
are  stampeding  out  of  fuel  oil  into  natural 
gas,  where  they  can  get  it.  In  Luntey's 
territory  they  can  get  it.  Last  year  Lun- 


tey's company,  Brooklyn  Union  Gas, 
added  6,700  new  residential  heating  cus- 
tomers by  converting  their  furnaces. 
That  added  about  3%  to  the  residential 
heating  load.  This  year  Brooklyn  Union 
figures  to  add  even  more  customers,  and 
it  will  pick  up  a  slug  of  apartment  house 
business,  too,  because  many  of  the  build- 
ings belonging  to  Sam  Lefrak,  one  of 
New  York  City's  biggest  landlords,  are  in 
the  process  of  being  converted  to  gas. 
The  conversion  business  is  a  real  bless- 


ing for  Brooklyn  Union,  whose  service 
area — the  New  York  City  boroughs  of 
Brooklyn  and  Staten  Island,  plus  two- 
thirds  of  Queens — is  almost  fully  built 
up,  and  is  in  economic  decline.  Last 
year's  surge  gave  Brooklyn  Union 
281,000  residential  heating  customers 
and  a  60%  share  of  the  residential  heat- 
ing market  in  its  area,  up  from  261,000 
and  a  56%  share  five  years  ago.  But  de- 
spite that,  Luntey  still  has  fewer  total 
residential  customers  than  he  did  then— 


Brooklyn  Union  President  Eugene  Loiter 

Propping  up  the  sky,  not  waiting  for  it  to  fall  on  his  company. 
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1,065,000,  down  about  30,000  from  five 

years  ago. 

Many  gas  companies,  of  course,  have 
fallen  into  lots  of  new  heating  business 
this  year,  especially  in  the  oil-dependent 
Northeast.  It's  not  hard  to  drum  up  new 
customers  when  your  competition,  num- 
ber two  fuel  oil,  is  going  for  about  97  cents 
a  gallon,  up  from  57  cents  last  heating 
season.  Thank  you,  OPEC!  But  Brooklyn 
Union  isn't  only  lucky,  it's  good. 

In  the  late  1960s,  when  gas  distribu- 
tion companies  were  adding  customers 
at  a  rapid  rate  and  gas  supplies  seemed 
ample,  Brooklyn  Union  wisely  foresaw  a 
supply  problem.  Rather  than  relying  on 
its  major  gas  supplier,  Transcontinental 
Gas  Pipe  Line,  Brooklyn  Union  lined  up 
supplemental  supplies,  including  its  own 
wells  and  liquefied  natural  gas  from  Alge- 
ria. "We  weren't  sitting  here  hoping  the 
sky  would  not  fall,  we  were  putting  a  lot 
of  props  under  it,"  Luntey  says.  The  re- 
sult was  that  when  gas  shortages  closed 
businesses  all  over  the  country  in  the 
brutal  winters  of  1976-77  and  1977-78, 
Brooklyn  Union  was  still  out  marketing, 
even  though  the  New  York  Public  Ser- 
vice Commission  wouldn't  let  the  com- 
pany advertise.  Brooklyn  Union  even 
made  a  killing  in  1976-77  by  selling  its 


surplus  gas  to  other  utilities. 

Brooklyn  Union  got  out  ahead  of  the 
pack  during  the  two  brutal  winters.  By 
then,  everybody  else  had  decided  that  gas 
was  going  to  be  in  short  supply,  but 
Brooklyn  Union  realized  that  the  -tide 
was  turning.  Luntey  had  figured  out  that 
the  industry's  problem  of  the  Eighties 
wasn't  supply,  it  was  marketing.  So  last 
year,  when  Roberts-Gordon  Inc.,  the 
East  Coast's  major  maker  of  conversion 
burners  that  switch  furnaces  from  oil  to 
gas,  decided  to  stop  making  the  burners 
for  lack  of  business,  Brooklyn  Union 
guaranteed  it  enough  sales  to  stay  open. 
In  return,  Brooklyn  Union  got  East  Coast 
distribution  rights  to  Roberts-Gordon 
burners.  That's  a  nice  piece  of  business 
these  days.  Not  only  does  Brooklyn 
Union  get  $20  or  so  a  unit  for  parceling 
out  burners  to  eager  customers,  but  it  is 
also  assured  a  reliable  supply. 

That  type  of  maneuver  is  typical  of 
Brooklyn  Union,  which  these  days  is  dis- 
tributing Hitachi-made  gas-powered 
chiller-heaters  that  take  the  place  of  elec- 
trically powered  air  conditioners,  and  is 
deeply  involved  in  fuel  cell  research.  The 
cells  use  natural  gas  to  make  electricity, 
and  would  be  competitive  in  New  York 
City  (with  its  strict  pollution  rules  and 


Battling  blight 


sky-high  Consolidated  Edison  electric 
rates)  before  anywhere  else. 

Brooklyn  Union's  most  intriguing 
project  is  trashgas  from  a  Staten  Island 
landfill.  Long  before  the  phrase  "bio- 
mass"  became  popular,  Brooklyn  Union 
decided  to  extract  methane  (the  major 
component  of  natural  gas)  from  landfills. 
It  signed  up  Getty  Synthetic  Fuels  to 
produce  the  methane.  Brooklyn  Union 
claims  the  plant,  scheduled  to  begin  op- 
erating next  year,  will  produce  gas  at 
$2.60  a  thousand  cubic  feet,  which  is 
competitive  with  current  wellhead 
prices  for  new  gas.  Ultimately,  Brooklyn 
Union  hopes  to  get  up  to  15%  of  its 
supply  from  old  garbage  dumps. 

Why  is  Brooklyn  Union  so  nimble? 
One  possibility,  raised  by  Luntey  in  a 
half-joking  manner,  is  that  the  company 
doesn't  have  one  single  lawyer  on  its 
payroll — almost  unheard  of  in  the  utility 
business,  where  lawyers  traditionally 
rank  high  in  the  hierarchy.  That  leaves 
the  company  to  the  engineers  and  mar- 
keting men,  with  lawyers  as  hired  guns 
rather  than  policymakers. 

But  the  main  reason  for  Brooklyn 
Union's  success  is  that  the  company  is 
just  a  gas  distribution  company,  with  no 
electric  company  attached  to  it,  and  it 


Once  upon  a  time,  the  Park  Slope  section  of  Brooklyn  was 
peopled  by  contessas,  congressmen  and  CEOs.  But  by  the  early- 
Sixties,  Park  Slope — like  so  many  urban  neighborhoods — was 
deteriorating,  and  a  key  segment  of  Brooklyn  Union  Gas' 
market  was  going  with  it.  With  its  $500  million  worth  of 
natural  gas  lines  immovably  located  under  New  York's  streets, 
the  company  could  hardly  follow  its  customers  to  the  suburbs. 
What  to  do? 

In  1966  a  Brooklyn  civic  group  persuaded  the  company  to 
pay  $15,000  for  a  once-elegant  brownstone  house  that  shel- 
tered only  termites  and  pigeons.  Brooklyn  Union  poured  an- 
other $60,000  into  restoring  the  three-story,  Berkeley  Place 
house  and  began  promoting  the  "rags  to  riches"  Cinderella 
theme.  Some  4,000  people  toured  the  home  before  it  was  sold 
(below  cost)  for  $65,000  in  1967,  and  about  20  people  later 
bought  and  renovated  houses  on  the  same  street.  Other  proj- 
ects followed,  and  Brooklyn  Union  is  now  on  its  13th  major 
restoration  job.  Project  Cinderella  was  recently  expanded  into 
Queens  and  Staten  Island,  the  other  two  New  York  City 
boroughs  Brooklyn  Union  serves.  Nowadays  Brooklyn  Union 
brings  banks  and  builders  together  on  Cinderella  projects,  and 
itself  provides  funds  for  new  facades,  landscaping,  gas  appli- 
ances and  publicity. 

The  Cinderella  concept  even  spread  from  Brooklyn  to  Hart- 
ford, Conn,  and  Peoria,  111.,  where  Aetna  Life  &  Casualty  and 
the  Caterpillar  Tractor  Co.  have  respectively  launched  similar 
programs. 

Roughly  half  the  $500,000  annual  Cinderella  budget  goes  for 
publicity.  Claims  Cinderella  head  Frederic  Rider,  "If  you  don't 
tell  the  story,  the  work  doesn't  amount  to  anything."  Everett 
Ortner,  who's  active  in  the  Brownstone  Revival  Committee  of 
New  York,  says:  "I  know  of  no  corporation  in  the  U.S.  that  has 
assisted  its  community  as  much  as  Brooklyn  Union  Gas.  And 
it  has  paid  off  for  the  company. "—Alyssa  a  Lappen 
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Gass  without  gas. 


Now  you  can  get  all  the  benefits  of 
a  diesel,  and  diesel  fuel,  without 
giving  up  the  benefits  of  a  Buick. 

To  get  down  to  specifics, 
consider  the  estimated  mileage 
offered  by  the  Buick  diesels:  The 
Electra,  Electra  Estate  Wagon, 
LeSabre,  LeSabre  Limited  and 
LeSabre  Estate  Wagon,  each 
equipped  with  the  5.7  liter  V-8 
diesel  as  an  available  option. 

Luxurious,  elegant,  classy 


FUEL  TANK  EPA  EST  EST  EST  DRIVING  EST  HWY 
CAPACITY     MPG    HWY      RANGE  RANGE 

31 


Electra 

Estate  Wagon 


LeSabre 
Estate  Wagon 


27 
22 
27 
22 


LID 

m 
m 
mi 


31 

32 
31 


H67J 
[462] 

[567] 
|462l 


837 
682 
864 
682 


Buicks,  now  available  with  diesel 
power.  (The  5.7  liter  diesel  V-8 
not  available  in  California.)  Along 
with,  of  course,  gasoline  power  in 
either  V-6  or  V-8  form.  (V-6  Electra 
not  available  in  California.) 

See  your  Buick  dealer  for  a 
test  drive  soon.  And  find  out  how 
very  well  Buicks  and  diesels  go 
together. 

Remember:  Compare  the  boxed 
estimates  to  the  estimated  MPG 
of  other  cars.  You  may  get  differ- 
ent mileage  and  range  depending 
on  your  speed,  trip  length  and 
weather.  Your  actual  highway 
mileageand  range  will  probably  be 
less  than  the  highway  estimates. 


Estimated  driving  range  based  on 
EPA-estimated  MPG  rating  and 
highway  estimates.  These  range 
estimates  are  obtained  by 
multiplying  fuel  tank  capacity  by 
the  EPA  and  highway  estimates. 
Estimates  lower  in  California. 

Buicks  are  equipped  with 
GM-built  engines  supplied  by 
various  divisions.  See  your  Buick 
dealer  for  details. 


ftioheu-'Jreeman 


Why  spend  $500  on  a  Hickey-Freeman  suit? 

At  first  thought,  a  Hickey-Freeman  suit  may  seem 
expensive.  But  consider  that  you  are  paying  for  a  level  of 
quality  craftsmanship  that  is  nearly  extinct  today  — a 
craftsmanship  that  immediately  reveals  itself  in  the 
comfort,  fit  and  appearance  of  the  suit. 

Take,  for  example,  the  amount  of  time  devoted  to 
the  underpressing  of  a  Hickey-Freeman  coat.  Each 
coat  is  subjected  to  43  separate  underpressing 
operations  and  a  final  hand-pressing  that  takes 
more  than  an  hour;  confirming  the  grace  of 
line  and  resilience  not  found  in  lesser 
garments. 

Such  quality  is  worth  its  price. 


1  , 


I  1980,  H.ckey-Freeman  Co   Inc  ,1155  Clinton  Ave  .  N  ,  Rochester.  NY  14621 


THE  RANCH  CLUB 

Carefree,  Arizona 

This  is  the  eleventh  in  a  series  of  hole-by-hole  analysis  of  The  Ranch  Golf 
Links  with  comments  from  designers  Pete  and  Roy  Dye.  Today,  the 
eleventh  hole: 


No.  1 1      '  Christmas  Cholla        235  yds.       Par  3 

This  will  be  one  of  the  most  unusual  par  3's  we  have  ever  designed 
For  some  unaccountable  reason  a  slow  gradual  dune  rolls  up  10  feet 
high  directly  in  the  middle  of  a  700'  wide  desert  wash  —  covered 
with  saguaros.  yuccas,  giant  ocotillos,  palo  verdes,  creosote  bushes, 
and  a  very  few  "Christmas  Chollas  "  The  blandness  of  the  hole  will 
challenge  all  golfers  simply  by  placing  the  green  directly  on  top  of  the 
dune  and  grading  the  green  slopes  off  in  every  direction  thereby 
providing  a  great  opportunity  for  the  old  pitch  and  run  after  your  tee 
shot  slide's  gently  down  the  banks  into  the  desert 

This  new  Dye  course  is  being  designed  in  the  beautiful  Desert 
Foothills  bordering  the  Tonto  National  Forest  at  an  elevation  1200' 
above  neighboring  Phoenix  and  Scottsdale 

For  further  information  call  (602)  488-3545 
First  National  Bank  Plaza    P.O.  Box  1269  86377 


had  to  be  good  to  survive.  The  major  gas 
distributors  in  the  New  York  region — 
New  York's  Consolidated  Edison  and 
Long  Island  Lighting,  and  New  Jersey's 
Public  Service  Electric  &  Gas — are  com- 
bination utilities  in  which  gas  has  taken 
a  backseat  to  electricity. 

Until  OPEC  knocked  up  oil  prices, 
Brooklyn  Union  was  selling  some  of  the 
country's  highest-priced  gas  and  compet- 
ing with  low-priced  foreign  oil  landed  at 
New  York  ports.  Even  though  Brooklyn 
Union's  gas  prices  are  still  high  for  the 
industry,  oil  prices  have  soared  much 
more.  Even  at  a  current  price  of  $4.50  a 
thousand  cubic  feet,  Brooklyn  Union  is 
selling  its  product  at  the  energy  equiv- 
alent of  65-cent  oil  that  spurs  conver- 
sions. And  Brooklyn  Union,  unlike  other 
gas  companies,  makes  conversion  easy. 
The  utility  will  do  the  job  itself,  sparing 
customers  the  terrors  of  having  to  look 

The  company  doesn't  have 
one  single  lawyer  on  its  pay- 
roll—almost unheard  of  in  the 
utility  business,  where  law- 
yers traditionally  rank  high 
in  the  hierarchy.  That  leaves 
the  company  to  engineers  and 
marketing  men. 


for  a  reliable  heating  contractor. 

As  a  distribution  system  operating  in 
an  area  already  built  with  gas  mains, 
Brooklyn  Union's  financial  needs  are 
modest.  The  company  hasn't  had  an  out- 
side financing  since  a  1976  stock  offer- 
ing, and  isn't  planning  to  enter  the  cap- 
ital markets  until  at  least  1981,  when  it 
might  sell  bonds.  The  years  of  respite 
from  relentless  dilution  allowed  the  $500 
million  (revenues)  company  to  earn  a  rec- 
ord $3.40  a  share  in  fiscal  1979,  and  to 
show  a  capitalization  that's  less  than 
50%  debt — outstanding  for  a  utility.  Last 
year,  Brooklyn  Union  almost  earned  the 
13.75%  on  equity  allowed  by  the  New 
York  PSC.  The  company  is  now  asking 
for  a  15.5%  rate  of  return. 

Until  now,  the  customers  converting 
to  natural  gas  haven't  helped  Brooklyn 
Union's  bottom  line,  because  the  com- 
pany made  a  "revenue  stabilization"  deal 
with  the  Public  Service  Commission 
that  stabilized  its  revenues  to  protect  it 
against  warm  weather,  but  also  capped 
its  profits.  The  company  got  the  clause 
in  1976,  and  promptly  ran  into  the  two 
coldest  winters  in  modern  history.  In 
December  1979,  Brooklyn  Union  decid- 
ed to  let  the  clause  lapse  so  that  it  could 
get  the  benefit  of  its  new  heating  busi- 
ness. So  what  happened?  The  weather 
turned  warm,  which  will  no  doubt  nick 
the  company's  profits  for  a  while. 

But  people  are  still  converting  to  gas,- 
in  record  numbers.  And  the  weather 
can't  stay  warm  forever.  ■ 
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Fast  facts 
about  speed  in 


■ 


product  he 
a  fast  repurchase  rate 
if  you  need  quick  action 
for  a  holiday  promotion  or 
for  a  sale,  a  late  advertising 
message  can  be  worse— and  certainly 
more  expensive— than  no  message 
at  all.  You  need  speed.  And  can't  afford 
to  wait  while  your  ad  accumulates  its 
readers  at  a  leisurely  pace. 

Bad  timing  makes  bad  campaigns. 

For  campaign  impact,  you  want  to 
hit  your  market  fast,  time  after 
time,  ad  after  ad. 


Magazines  with  sluggish  audience 
accumulation  slow  down  your 
advertising  momentum.  The  same 
(  thing  applies  to  flighting.  Print 
has  to  work  in  tandem 
with  tv,  rushing  your 
message  to  the 
market 
when  you 
need  it  there 
Otherwise,  it's  nix  for  the 
mix.  So  when  a  magazine 
promises  to  deliver  your 
message  to  an  audience,  ask 
them  how  long  it  takes. 

A  magazine's  sale  date 
might  have  nothing  to  do 
with  when  it's  read. 

Using  a  magazine's  sale  date 
as  a  guide  to  when  your  ad  will 
be  read  can  be  misleading. 
A  typical  weekly  for  example, 
needs  five  weeks  to  reach  the 
audience  its  circulation  figures 
promised  you.  A  typical  monthly 
needs  10  weeks  to  do  the  same.  „ 


If  you  need  fast  impact, 
you  need  TV  Guide. 

Look  at  the  chart  below.  TV  Guide 
reaches  92%  of  its  42  million  adult 
readers  by  the  end  of  the  first  week  of 
its  issue  life.  The  full  total  in  just  three 
weeks.  Compare  that  to  Reader's 
Digest's  10  weeks  or  to  Time's  five. 
TV  Guide  clearly  has  the  fastest  maga- 
zine impact  going. 


TV  Guide      Reader's  Digest 


Time 


12  3  1 
End  of  week 


2  3 


4    8  10  1 

Source:  IMS/ 


2  3 

ADCUME 


4  5 

Model 


Top  it  off  with  the  biggest  magazine 
audience,  and  it's  small  wonder  canny 
advertisers  are  selling  to  America  in 
America's  best  selling  magazine. 


America  reads  TV  Guide. 


TV  Guide®  and  the  TV  Guide  logo  are  registered  trademarks  of  Triangle  Publications,  lnc 
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The  tax  writeoffs  offered  investors  by  Ron  West  and  Charles  Cole  seem 
too  good  to  be  true.  In  many  cases  they  are  too  good  to  be  true. 


The  dog  and 
pony  show 


By  Norman  Pearlstine 

Ronald  E.  West,  a  smooth-talking 
California  tax-shelter  promoter, 
likes  to  call  his  sales  pitch  to 
would-be  investors  his  "dog  and  pony 
show."  So  far  his  pitch  has  been  spectac- 
ularly successful  at  getting  them  into  the 
tent.  Together  with  G.  Charles  Cole,  his 
Dallas-based  partner,  West  has  raised 
about  $65  million  from  about  4,000  in- 
vestors in  less  than  four  years,  including 
more  than  $30  million  in  the  last  12 
months.  That  places  West  and  Cole 
among  the  nation's  largest  tax-shelter 
syndicators.  Investors  in  their  programs 
naturally  include  the  normal  comple- 
ment of  doctors  and  airline  pilots.  But 
also  in  their  deals  are  present  and  former 
executives  of  such  companies  as  Mon- 
santo, Ralston  Purina  and  McDonnell 
Douglas,  pro  football  and  baseball  players 
on  the  Oakland  Raiders,  San  Francisco 
49ers  and  St.  Louis  Cardinals,  and 
wealthy  individuals  such  as  A.E.  Staley 
III  of  Chicago,  whose  grandfather  found- 
ed A.E.  Staley  Manufacturing  Co. 

What  has  attracted  so  many  investors 
is  that  West  and  Cole  all  but  promise  tax 
writeoffs  of  at'  least  $2.25  for  every  $1 
invested  with  them.  That  is  pretty  entic- 
ing when  you  are,  say,  in  a  70%  tax 
bracket. 

The  two  promoters  deal  solely  in  in- 
come properties,  and  the  writeoffs  they 
offer  are  far  higher  than  any  that  their 
competitors  are  offering.  How  do  they  do 
it?  West  and  Cole  claim  to  have  found  at 
least  250  distressed  motels,  apartment 
houses  and  office  buildings — all  in  the 
Sunbelt — with  a  fair  market  value  rang- 
ing anywhere  from  $200  million  to  $400 
million  and  high  potential  for  turn- 
around. That  at  a  time  when  other  tax- 
shelter  syndicators  insist,  as  one  rival 
says,  "There  just  isn't  that  much  good 
stuff  around." 

Either  West  and  Cole  are  smarter  than 
their  competitors  or  they  are  making  tall 
claims.  Forbes  began  a  detailed  study  of 


their  tax-shelter  programs  more  than  six 
months  ago.  It  soon  turned  out  that 
Forbes  was  not  alone.  On  Sept.  7  the 
Securities  &  Exchange  Commission's  Ft. 
Worth  office  notified  West  and  Cole  that 
it  had  begun  a  formal  investigation  of 
their  operations.  According  to  a  subse- 
quent offering  memorandum  issued  by 
Cole,  the  SEC  is  looking  into  the  alleged 
illegal  sale  of  unregistered  securities  plus 
other  charges  which,  if  proved,  would 
constitute  securities  fraud. 

Soon  after  that  investigation  began,  R. 
Rowland  &  Co.  of  St.  Louis,  one  of  the 
broker-dealers  that  had  been  most  active 
in  selling  West  and  Cole's  product,  told 
West  and  Cole  that  it  would  no  longer 
sell  the  deals.  Rowland,  which  had  been 
having  trouble  getting  all  the  informa- 
tion it  wanted  from  the  promoters,  cited 
the  SEC  investigation  in  explaining  its 
decision.  More  recently  some  investors 
report  receiving  so-called  extension  let- 
ters from  the  Internal  Revenue  Service, 
indicating  that  the  IRS  is  looking  closely 
at  their  returns. 

Neither  the  SEC  nor  the  IRS  would 
comment  on  their  investigations. 
But  interviews  with  dozens  of 
persons  familiar  with  various  aspects  of 
West  and  Cole's  operations,  and  days 
spent  reviewing  partnership  and  land 
records  on  file  in  Texas,  as  well  as  scores 
of  offering  memorandums  have  yielded 
examples  of  questionable  accounting 
practices,  improper  filings  and  failure  to 
disclose  important  information  in  a 
timely  manner.  As  part  of  their  business, 
it  also  turns  out  that  West  and  Cole  have 
been  dealing  extensively  over  the  years 
with  a  number  of  questionable  charac- 
ters, including  at  least  three  persons  who 
at  the  time  had  been  either  indicted  for 
or  convicted  of  business  crimes. 

If  that  were  not  bad  enough,  evidence 
strongly  suggesting  extensive  fraud  has 
turned  up — although  who  defrauded 
whom  is  in  dispute.  Investors  in  more 
than  a  dozen  partnerships  were  told  their 
money  had  gone  into  properties,  but  the 


money  never  went  to  those  properties.  A 
good  many  of  their  investors,  then,  in 
effect  bought  the  Brooklyn  Bridge. 

It  is  tempting  to  jump  immediately 
into  the  more  sensational  parts  of  the 
story.  But  before  doing  so,  it  is  important 
to  know  who  West  and  Cole  are  and  to 
explain  how  they  operate.  Only  then  can 
one  understand  how  they  hooked  so 
many  investors. 

West  and  Cole,  on  the  advice  of  coun- 
sel, refused  interview  requests  for  several 
weeks.  Then,  just  as  this  article  was  go- 
ing to  press,  West  agreed  to  an  interview 
and  met  with  Forbes  for  more  than  two 
hours  in  his  Costa  Mesa,  Calif,  office, 
called  Bishop  Investment  Corp.  Self-as- 
sured, likable  and  clearly  smarter  than 
most  people  in  the  tax-shelter  business, 
Ron  West,  puffing  constantly  on  a  long 
Dutch  cigar,  spoke  proudly  of  the  empire 
he  and  Cole  have  built,  asserting  that  the 
two  "don't  have  one  unhappy  investor." 
West,  now  38,  received  his  M.B.A.  in 
1966  from  New  York's  Pace  University 
with  an  emphasis  on  taxation.  He 
worked  for  Kaufman  &  Broad  from  late 
1968  through  1972  in  a  variety  of  land 
and  construction  jobs.  In  1974  he  be- 
came vice  president  of  finance  at  Income 
Equities  Corp.,  the  principal  operating 
vehicle  for  A.  Bruce  Rozet,  a  structurer  of 
shaky  tax-shelter  deals  well  known  to 
Forbes  readers  ("The  Robin  Hood 
Game,"  Oct.  1.  1976;  "Hugh  Piker.?.  'Un- 
cle Sugar,'  "Jan.  22,  1979). 

In  1976  West  teamed  up  with  Cole, 
who  got  his  M.B.A.  at  Southern  Method- 
ist University  in  1964.  Cole?  He  had 
worked  at  Collins  Radio  Co.,  the  Federal 
Reserve  Bank  and  in  various  real  estate 
jobs  in  Dallas  before  joining  West.  Cole, 
42,  is  the  "inside"  man  who  looks  for 
distressed  real  estate  and  supervises  a 
staff  of  more  than  1,200  in  Dallas  and 
Florida  who  manage  the  properties. 

West  and  Cole's  tax-shelter  programs 
may  be  the  most  complex  on  the  market 
today.  "There  aren't  three  people  who 
sell  Ron's  deal  who  understand  it," 
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claims  one  salesman  who  says  he  does. 
"And  no  investors  understand  it." 

In  essence  most  of  the  deals  involve  a 
two-tier  partnership.  There  is  a  "project 
partnership,"  which  actually  owns  the 
project.  Then  there  is  an  "investment 
partnership,"  which  owns  an  interest  in 
one  or  more  "project  partnerships." 

The  investment  partnership  in- 
cludes up  to  35  outside  investors 
as  limited  partners  (the  number  is 
kept  at  35  or  below  to  qualify  for  an 
exclusion  from  SEC  registration  require- 
ments), and  West,  Cole  and  one  of  their 
corporate  entities  as  individual  and  cor- 
porate general  partners. 

The  investment  partnership  is  in  turn 
the  limited  partner  in  the  project  part- 
nership, and  the  general  partner  is  again 
Cole,  West,  one  of  their  corporate  enti- 
ties or  sometimes  an  outside  business 
associate.  In  such  deals  the  limited  part- 
ners usually  put  up  the  money  while  the 
general  partners  put  up  the  expertise. 
Who  gets  what  in  all  this? 
Generally,  the  limited  partners  in  the 
investment  partnership  get  99%  of  its 
losses  while  the  general  partners  get  the 
remaining  1%.  Should  the  partnership 
turn  profitable,  the  limited  partners  get 
99%  of  the  profits  until  they  make  back 
their  initial  cash  contribution  plus  inter- 
est. After  that  the  limited  partners  get 
75%  of  the  profits,  losses  and  cash  flow 
while  the  general  partners— Cole  and 
West — get  the  remaining  25%. 

Sound  like  a  good  deal  for  the  inves- 
tors? In  effect  they  get  their  money  back 
with  interest  while  the  general  part- 
ners— West  and  Cole — get  only  a  puny 
1%.  Ah,  but  wait.  There  is  more  to  the 
story.  In  return  for  this  generosity,  the 
general  partners  get  something  much 
more  important — fees,  which  typically 
total  14%  of  the  offering  proceeds.  An- 
other 10%  goes  to  brokers  for  commis- 
sions, and  up  to  9%  more  can  go  for 
finders'  fees,  organizational  expenses 
and  reserves.  These  fees  are  all  disclosed 
in  offering  memorandums,  but  what 
West  and  Cole  don't  disclose  are  the  fees, 
charges  and  interest  owed  by  the  project 
partnership,  often  to  affiliated  compa- 
nies (although  participants  in  the  invest- 
ment partnership  are  told  they  can  ask 
about  them).  It  appears  that  such  obliga- 
tions of  the  project  partnership  are  sub- 
stantial. Indeed,  they  have  to  be  for  the 
scheme  to  work  since  they  account  for  a 
substantial  part  of  the  losses  the  invest- 
ment partners  use  for  tax  purposes. 

West  and  Cole  also  make  money  by 
managing  all  the  properties  through  af- 
filiated companies.  Then  there  is  "wrap" 
financing.  In  many  cases,  the  project 
partnership  acquired  its  properties  from 
a  mortgage  company  affiliated  with  West 
and  Cole — at  a  price  well  above  the  affili- 
ate's purchase  price.  According  to  a  typi- 
cal offering  memorandum,  "The  terms  of 
such  purchase  shall  generally  consist  of 


interest-only  nonrecourse  wraparound  fi- 
nancing of  all  or  substantially  all  of  the 
purchase  price."  What  this  means  in 
plain  English  is  that  Cole  and  West  can't 
go  after  the  partnership  if  it  defaults  on 
the  "wraparound"  mortgage  and  that 
there  is  no  amortization  of  the  debt,  only 
interest  on  it.  West  and  Cole  say  the 
wrap  mortgage,  which  is  often  as  much 
as  50%  higher  than  the  underlying  mort- 
gage, is  needed  "to  reflect  the  amount  of 
additional  funds  believed  to  be  necessary 
to  turn  the  property  around."  The  inflat- 
ed wrap,  of  course,  also  furnishes  a  high- 
er basis  for  depreciation,  and  it  creates 
additional  losses  that  can  be  written  off. 

Some  sources  assert  West  and  Cole 
first  started  using  wrap  mortgages  with- 
out disclosing  them  to  investors  in  the 


losses  of  at  least  2.25-to- 1 .  The  answer  to 
that  lies  in  their  methods  of  recording 
depreciation  and  operating  expenses. 
Most  tax-shelter  promoters  depreciate  as 
much  as  they  can  in  an  effort  to  "front- 
end  load"  a  project's  losses — that  is, 
maximize  it  in  the  early  years.  But  even 
by  the  aggressive  standards  of  the  realty 
trade,  the  depreciation  on  West  and 
Cole's  projects  is  astounding.  For  exam- 
ple, in  Richmond  Partners  Ltd.,  an  in- 
vestment partnership  offered  last  sum- 
mer, Cole  provided  a  summary  of  pro- 
posed investments  showing  first-year 
depreciation  on  three  projects  ranging 
from  12.9%  of  the  mortgage  to  16.3%. 

That  suggests  to  some  tax  experts  who 
have  studied  the  summary  that  the  aver- 
age life  of  the  buildings  would  have  to  be 


Mid-Continent  Inn,  Oklahoma  City 

Investors  put  up  big  bucks  thinking  their  project  partnership  owned  the  land. 


offering  memorandum.  But  from  the  be- 
ginning of  last  year,  at  the  insistence  of 
lawyers,  they  did  disclose  and  added  a 
stunning  caveat:  "The  viability  of  the 
use  of  such  wraparound  financing  for  the 
creation  of  tax  deductions  and  losses  is  a 
substantial  risk.  It  is  highly  probable  that 
deductions  could  be  successfully  at- 
tached [sic]  especially  to  the  extent  the 
wraparound  does  not  reflect  actual  loans 
or  advances  made  and  thus  create  no 
obligation  to  repay."  (Remember,  this  is 
nonrecourse  financing.)  You  might  think 
such  a  warning  would  scare  away  even 
the  most  greedy  investor.  But  as  Cole 
and  West  no  doubt  realize,  few  investors 
actually  read  the  single-space,  115-page 
offering  memorandum  they  receive.  Es- 
pecially if  the  verbal  sales  pitch  concen- 
trates on  how  the  deal  is  virtually  risk 
free.  West  says  wraparound  financing 
was  used  "in  perhaps  30  cases"  but  that 
he  and  Cole  stopped  using  it  last  June. 

None  of  this,  however,  explains  how 
West  and  Cole  can  consistently  generate 


as  little  as  eight  years,  since  Cole  says 
the  project  partnerships  generally  use 
straight-line  depreciation  on  real  estate. 

Yet  the  brochures  describing  the  build- 
ings clearly  indicate  they  have  a  much 
longer  life.  "The  depreciation  doesn't 
seem  right,"  snaps  Herbert  E.  Schwartz, 
a  Eos  Angeles  tax  lawyer  who  specializes 
in  real  estate  syndication.  "It  looks  pig- 
gish." The  Internal  Revenue  Service  is 
notoriously  hostile  to  piggishness. 

West  agrees  that  in  most  cases  total 
depreciation  wouldn't  normally  run 
above  8%  of  the  mortgage  during  the 
first  three  years,  but  he  says  it  could  rise 
to  around  12%  if  a  lot  of  personal  proper- 
ty is  involved,  since  accelerated  depreci- 
ation at  the  rate  of  125%  is  used  on  it. 

West  says  that  the  key  to  the  operating 
expenses,  which  also  run  very  high,  is 
that  unlike  most  tax-shelter  syndicators, 
"we  never  purchase  a  property  with  cash 
flow  and  we  have  ongoing  negative  cash 
flow  for  15  to  18  months  after  we  get  the 
property.  There  is  often  a  lot  of  deferred 
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maintenance  that  has  to  be  done.  The 
general  partner,  if  needed,  may  make 
loans  to  the  property  that  are  used  for  its 
upkeep."  Presumably,  the  interest  on 
those  loans  is  treated  as  an  expense. 

But  there  is  also  another  important 
factor.  The  project  partnerships  are  all  on 
an  accrual  basis.  Consider  what  this 
means.  It  enables  the  partnership  to 
claim  as  losses  any  expenses  it  agrees  to 
pay  during  the  tax  year — no  matter  how 
large  they  may  be — even  if  it  has  no 
intention  of  actually  paying  them  in  that 
year.  A  substantial  chunk  of  those  ex- 
penses represents  fees,  interest  and  other 
costs  owed  to  affiliates  of  West  and  Cole. 
Will  the  IRS  question  whether  the  obliga- 
tions will  really  be  repaid  or  whether 
they  were  simply  manufactured  to  create 
the  losses? 

Investors  and  would-be  investors  in 
West  and  Cole's  deals  have  other  cause 
for  complaint.  The  promoters  are  said  to 
frequently  fall  behind  in  their  paperwork. 
As  a  result,  investors  often  don't  have  an 
up-to-date  picture  of  the  projects  they've 
invested  in.  West  calls  this  a  "legitimate 
criticism"  but  says  he  and  Cole  have 
recently  taken  steps  to  improve  commu- 
nications with  investors.  One  visitor  to 
Cole's  Dallas  office  was  told  recently 
that  only  three  of  the  real  estate  projects 
had  failed,  but  West  now  says  there  have 
been  five  failures  on  projects  in  which  he 
and  Cole  were  the  general  partner  and 
another  ten  failures  on  projects  where 


the  general  partner  was  an  outsider.  Oth- 
er sources,  however,  place  the  total  num- 
ber of  failures  at  closer  to  20.  In  many 
cases  West  and  Cole  substituted  new 
property  so  that  there  were  no  losses  to 
limited  investors  and  no  recapture  of  pri- 
or writeoffs  by  the  IRS. 

Some  specialists  who  are  familiar  with 
the  West  and  Cole  syndications  question 
whether  the  existence  of  several  invest- 
ment partnerships  in  one  project  part- 
nership will  prompt  the  SEC  to  disallow 
the  claimed  exclusion  from  registration 
requirements,  since  the  result  is  that 
there  are  often  more  than  35  investors  in 
any  one  project.  Others  are  bothered  by  a 
body  of  Texas  state  law  which  suggests 
that  limited  partners  could  be  held  as 
general  partners  if  their  names  are  not  on 
file  as  limited  partners  in  the  Texas  Sec- 
retary of  State's  office.  West  and  Cole 
have  failed  to  file  the  names  of  hundreds 
of  limited  partners  in  the  investment 
partnerships  with  the  Secretary  of 
State's  office  in  Austin,  the  capital. 

All  these  issues  are  important.  But 
none  is  as  startling  as  the  fact  that,  in 
more  than  a  dozen  instances,  Forbes  has 
found  the  project  partnership  has  no  in- 
terest in  land  it  claims  to  own.  In  all  of 
these  deals,  the  project  partnership's 
general  partner  was  a  company  con- 
trolled by  or  an  affiliate  of  Truett  Pea- 
chey,  a  Houston  real  estate  developer, 
contractor  and  promoter.  For  example: 

•Two    limited   investment  partner- 


ships, Crown  Partners  Ltd.  and  then  For- 
est Partners  Ltd.,  put  up  $450,000  and 
$66,666  respectively  in  Mid-Continent 
Ltd.,  a  Peachey  project  partnership  that 
purports  to  own  four  Mid-Continent 
Inns  in  Amarillo,  Abilene  and  Midland, 
Tex.  and  in  Oklahoma  City,  Okla.  But 
David  G.  Seago,  president  of  Mid  Conti- 
nent Systems  Inc.  of  West  Memphis, 
Ark.,  insists  that  his  company  owns  all 
of  the  listed  inns. 

•  Records  filed  by  Galvez  Ltd.,  another 
Peachey  partnership,  with  the  Texas 
Secretary  of  State's  office  say  that  Galvez 
Ltd.  owns  the  Galvez  Hotel  in  Galveston 
and  that  Monarch  Partners  Ltd.  invested 
$121,000  in  Galvez  Ltd.  Monarch  is  a 
limited  partnership  that  was  set  up  with 
Jeffrey  S.  Sunderman,  then  an  associate 
of  West  and  Cole,  as  general  partner.  The 
money  from  Monarch  really  went  to  an- 
other Galveston  hotel,  the  Islander.  Gal- 
vez, which  is  now  managed  by  the  Mar- 
riott chain,  is  owned  by  Dr.  Denton  Coo- 
ley,  the  famous  Houston  heart  surgeon, 
and  a  Houston  company  called  Mariner 
Interests. 

•National  Partners,  set  up  with  Cole  as 
general  partner,  invested  at  least 
$230,000  in  Houston  Dormitory  Part- 
ners Ltd.,  a  project  partnership  that 
claims  to  own  land  adjacent  to  the  Uni- 
versity of  Houston  on  which  it  says  it 
plans  to  build  a  720-unit  dormitory.  But 
this  land  is  really  owned  by  the  Catholic 
diocese  for  Houston  and  Galveston  and 
the  University  of  Houston.  Nonetheless, 
investors  received  glossy  brochures  de- 
scribing in  detail  the  dormitory  to  be 
built  and  tax  returns  including  expenses 
on  the  project. 

In  an  interview  Peachey  said  he  was 
planning  to  buy  all  the  properties 
listed  but  that  he  never  completed 
the  purchases  because  West  and  Cole 
never  gave  him  sufficient  funds.  But  Pea- 
chey insists  he  always  told  West  and 
Cole  that  he  hadn't  completed  the  deals 
and  that  they  told  him  not  to  worry 
about  it.  Moreover,  Peachey  says  all  of 
the  project  partnership  agreements  were 
drawn  up  by  West  and  Cole  and  that  in 
some  cases  someone  forged  his  name  on 
them.  Peachey  recalls  that  he  ".  .  .  would 
call  them  [West  and  Cole]  up,  saying  I 
needed  more  money  but  they  would  stall 
me,  always  telling  me  that  big  bucks 
were  on  tbe  way.  I  have  letters  and  facts 
to  show  that  I  told  them  the  deals  fell 
through."  But  he  says  West  and  Cole 
didn't  care.  "I  don't  want  to  see  the 
limited  partners  get  hurt,"  Peachey  says, 
but  he  adds  that  West  and  Cole  "were 
screwing  them." 

West  insists  that  "Peachey's  story  is 
untrue.  He  told  us  he  owned  the  proper- 
ties and  that  he  was  current  on  the  mort- 
gages. We  had  dealt  with  him  before 
without  problems  so  we  had  no  reason  to 
doubt  him.  But  in  early  1979  we  tried  to 
get  management  reports  from  him  and 
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were  unable  to  do  so."  In  October  West 
and  Cole  began  actions  to  put  Peachey 
into  involuntary  bankruptcy  and  it  was 
only  in  pursuing  that  litigation  "that 
questions  about  title  arose,"  West  says. 
(Peachey  subsequently  sued  West  and 
Cole,  alleging  that  they  were  trying  to 
make  him  a  "scapegoat"  for  their  own 
wrongdoings.  Late  last  month,  both 
sides  agreed  to  settle  all  litigation  be- 
tween them.) 

Some  experts  on  partnerships  argue 
that  West  and  Cole,  as  general  partners 
in  the  investment  partnerships,  had  a 
fiduciary  duty  to  see  deeds  and  other 
evidence  of  ownership  and  were  remiss 
in  taking  Peachey  at  his  word.  West  says 
he  and  Cole  ordinarily  do  title  searches 
but  that  "somehow  we  let  that  slip 
through  the  cracks"  on  the  Peachey 
deals.  West  says  that  he  and  Cole  are 
now  moving  to  amend  tax  returns  sent 
to  investors  in  Peachey's  projects  and 
that  he  and  Cole  will  do  whatever  is 
necessary  "to  make  sure  the  investors 
are  protected."  But  it  is  only  now  that 
the  investors  are  finding  out  about  the 
phony  land  deals. 

West  says  that  he  and  Cole  did 
business  with  Peachey  because 
he  came  well  recommended. 
But  a  quick  check  of  the  public  record 
reveals  that  more  than  half  a  dozen  judg- 
ments totaling  about  $400,000  have  been 
obtained  against  him  in  Houston  over 
the  past  14  years.  (Peachey  says  the  judg- 
ments result  from  his  going  into  bank- 
ruptcy in  1965  after  losing  $15  million. 
He  insists  he  has  satisfied  the  judgments 
"100  cents  on  the  dollar.") 

West  and  Cole's  claims  that  they  were 
merely  innocent  victims  who  were 
duped  by  Peachey  would  be  stronger  if  he 
were  the  only  questionable  character 
they  have  dealt  with.  But  there  are  oth- 
ers. One  is  Ralph  Freedson,  a  Houston 
attorney  who  shows  up  in  some  of  Pea- 
chey's deals  and  some  of  his  own  as  a 
general  partner  in  project  partnerships. 
Back  in  1969,  Freedson  was  slapped  with 
a  preliminary  injunction  by  a  federal 
judge  in  New  York  enjoining  him  from 
further  violations  of  the  registration  and 
antifraud  provisions  of  the  federal  securi- 
ties laws  because  of  his  involvement  in 
the  sale  of  Dumont  Corp.  stock. 

Investors  in  the  Cole-West  deals  were 
never  told  of  this.  Nor  were  they  told 
that  in  August  1977  a  federal  grand  jury 
in  San  Francisco  indicted  Freedson  for 
conspiring  to  submit  false  statements 
and  documents  to  the  IRS  as  part  of  a 
money-laundering  scheme.  It  wasn't  un- 
til many  months  later  that  Freedson  re- 
signed from  his  position  as  a  general 
partner.  Freedson  was  subsequently  con- 
victed on  the  felony  charge  and  sen- 
tenced to  six  months  in  jail  and  a 
$10,000  fine.  Last  August  the  State  Bar 
of  Texas  disbarred  Freedson. 
The  general  partner  on  about  ten  deals, 
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AN  IRISH  MIST 
SETTLED  OVERTHE 
EVENING. 


The  hills  roll  forever.  The  lakes  radiate  light. 
The  dew  kisses  each  morning.  The  mist  settles  every 
evening.  You  can  taste  it  all,  and  more. 

Irish  Mist  is  the  legendary,  centuries  old  drink 
made  from  all  this  and  sweetened  with  just  a  wisp 
of  heather  honey.  Irish  Mist  can  be  enjoyed 
anytime,  or  place,  or  way:  on  the  rocks;  neat;  or 
mixed  with  anything  you  like. 

It's  a  pleasing  land.  It's  a  pleasing  drink. 

IRISH  MIST 
THE  LEGENDARY  SPIRIT 

Imported  Irish  Mist  ®  Liqueur.  80  Proof.  ©  1978  Heublein,  Inc.,  Hartforil,  Conn.,  U.S.A. 


Report  from  GTE. 


How  we'r 

th 


Managing  a  hospital  electronically:  it's  here 
today,  and  GTE  is  a  big  part  of  the  reason  why. 

Over  the  years,  we  have  developed  many  sys- 
tems and  services  that  not  only  increase  hospital 
efficiency  and  improve  patient  care,  but  also  gen- 
erate significant  cost  savings  at  the  same  time. 
Here  are  some  of  them. 

Keeping  tabs  on  who's  where. 

Our  computerized  System  Twenty-One  is  one  of 
the  most  advanced  communications  systems  ever 
made  for  the  hospital  market. 

In  one  centralized  system,  it's  a  nurse  call,  pager, 
intercom— and  a  powerful  management  tool.  It 
tells  instantly,  for  example,  which  nurses  are  clos- 
est to  any  patient.  It  can  provide  personal  patient 
information  in  seconds.  It  can  even  produce  hard- 
copy printouts  of  staff  activity,  to  help  the  adminis- 
tration plan  immediate  and  long-term  staffing 
requirements. 

Other  systems  keep  track  of  which  doctors  are 
on  the  premises,  and  provide  pagers  and  hands- 
free  intercoms,  to  help  make  hospital  communica- 
tions efficient  and  up-to-date. 


Making  records  more  available. 

Records,  records,  who's  got  the  records?  Our 
retrieval  system  is  so  automatic  that  the  correct 
records  are  located  in  seconds,  and  records  in  the 
file  can  be  retrieved  at  the  push  of  a  button. 

It's  compact,  so  it  conserves  space.  And  it's  flexi- 
ble enough  to  handle  any  type  of  material,  from 
medical  records  to  hospital  supplies. 

Keeping  patients  happy. 

Grumpy  patients  are  harder  to  care  for  than 
happy  patients.  To  help  make  their  hospital  stay 
more  pleasant,  we  operate  one  of  the  nation's  larg- 
est hospital  TV  rental  programs.  We  supply  and 
service  all  the  sets  in  this  program. 

We  can  also  provide  hospitals  with  a  large  selec- 
tion of  patient  education  films,  which  can  be  shown 
over  the  closed-circuit  channel. 


helping  creat 
electronic  hospital 


Total  communications 
is  our  business. 

At  GTE,  just  about  all  our  activities  relate  to 
the  technologies  of  communications.  Whether  we 


are  filling  the  special  needs  of  hospitals,  providing 
satellite  communications  for  a  nation ...  or  being 
the  telephone  company  to  27,000,000  Americans. 

GTE  is  telecommunications.  And  a  great  deal 
more. 


One  Stamford  Forum,  Stamford,  Conn.  06904 


including  many  of  the  first  West  and 
Cole  put  together  in  1976,  was  one  Hous- 
ton Madison  Wisenbaker  Jr.  Wisenbaker 
is  a  crook  who  has  been  convicted  in 
Texas  state  courts  for  forgery,  theft  and 
fraud.  He  also  has  a  federal  narcotics 
conviction  on  his  record.  Before  teaming 
up  with  West  and  Cole,  Wisenbaker  was 
in  prison  from  April  1975  through  Febru- 
ary 1976.  West  says  he  and  Cole  got 
nervous  about  Wisenbaker  in  late  1977 
when  they  couldn't  get  information  they 
wanted  from  him  and  that  he  resigned  as 
general  partner  on  the  deals  in  early 
1978.  Nonetheless,  the  Securities  Com- 
missioner of  Kansas,  after  hearing  about 
Wisenbaker 's  involvement,  compelled 
West  and  Cole  to  offer  to  rescind  the 
limited  partner  investments. 

Since  then,  Wisenbaker  has  been  in- 
dicted by  a  federal  grand  jury  in  Kansas 
for  failing  to  disclose  his  criminal  record 
and  for  making  false  statements  in  offer- 
ing circulars  covering  four  of  West  and 
Cole's  limited  partnerships.  West  says  he 
and  Cole  were  introduced  to  Wisenbaker 
by  a  savings  and  loan  association  which 
had  just  lent  him  money  and  that  a  credit 
check  indicated  he  had  net  worth  of  $8 
million.  So  they  felt  no  need  to  delve 
deeper  into  his  background. 

West  and  Cole  also  did  at  least  one  tax- 
shelter  project  with  Ed  Bachinskas,  a 
Dallas  dealmaker.  Bachinskas  first  ran 
afoul  of  the  regulators  in  1974  when  the 
SEC  charged  him  with  violation  of  secur- 
ities laws  in  connection  with  the  offer 
and  sale  of  limited  partnership  interests 
in  undeveloped  real  estate  syndications. 
Bachinskas  consented  to  a  permanent 
injunction  prohibiting  future  violations 
of  securities  laws.  West  and  Cole  subse- 
quently had  two  of  their  partnerships 
invest  about  $200,000  in  the  Corner  As- 
sociates, a  partnership  that  owned  prop- 
erty in  Dallas  County.  Bachinskas  was 
the  general  partner  in  Corner.  While  still 
involved  with  West  and  Cole,  Bachins- 
kas was  indicted  in  Dallas  in  1976  for 
violation  of  Texas  state  securities  laws  in 
the  earlier,  unrelated  land  matter.  He 
was  convicted  two  years  later. 

One  tax-shelter  peddler  who  has  sold 
many  of  West  and  Cole's  deals  and  who, 
while  troubled  by  their  associations,  re- 
mains friendly  with  them,  says  that 
many  of  their  deals  are  clean  and  that 
they  have  had  problems  only  when  they 
have  used  outsiders  as  general  partners  in 
their  project  partnerships.  "They  grew 
too  fast,"  he  says,  noting  that  in  1978 
and  1979  "people  were  calling  them  and 
telling  them  to  take  their  money.  They 
were  desperate  to  get  product.  You  have 
to  realize  that  the  highest-class  people  in 
the  distressed  real  estate  business  will 
rape  you  for  a  nickel.  When  you  lie  down 
with  dogs,  you  come  up  with  fleas." 

We  might  add  that  when  you  go  to  a 
dog  and  pony  show,  you  not  only  can  get 
fleas  but  you  may  also  get  fleeced.  ■ 


Recession?  Tight  money?  Building  slump?  If 
you've  got  cement  plants  in  Texas,  all  this  is  a 
problem,  but  not  an  overwhelming  problem. 


In  the  right  place 
with  the 
right  products 


Texas  Industries'  Chaparral  Steel  operation  at  Midlothian,  Tex. 

Betting  against  a  downturn  with  low-cost,  high-quality  steel  products. 


By  Tedd  A.  Cohen 


Some  very  smart  people  want  to  get 
into  the  cement  industry  these  days  or — 
if  they  are  already  in — get  in  deeper.  Not 
long  ago  Charlie  Bluhdorn  bought  Mar- 
quette Cement.  James  Stewart,  the  bril- 
liant businessman  who  controls  Lone 
Star  Industries,  is  in  the  middle  of  a  five- 
year,  $325  million  expansion  program  for 
the  nation's  largest  cement  producer. 
Texas-based  cementmaking  Gifford-Hill 
recently  leveraged  itself  to  the  eyeballs  to 
buy  another  cement  company  as  big  as 
itself,  Amcord.  German  money  just  got 
into  the  act  through  a  deal  to  buy  U.S. 
Steel's  big  cement-producing  subsidiary, 
Universal  Atlas. 

What's  going  on?  The  answer  is  quite 
simple.  It's  not  that  cement  and  concrete 
usage  is  exploding.  It  isn't.  What  is  hap- 
pening is  that  soaring  fuel  costs  are  ren- 


dering obsolete  most  of  the  nation's 
older  capacity,  which  is  profligate  of  fuel. 
So  from  here,  it  is  going  to  be  a  matter  of 
declining  or  flat  production  against  slow- 
ly but  steadily  rising  demand.  That's  a 
sure  recipe  for  above-average  profitabil- 
ity— provided,  of  course,  that  you've  got 
modern  plants.  And  provided  they  are  in 
the  right  place — because  you  can't  profit- 
ably ship  cement  long  distances.  That 
tends  to  create  what  amounts  to  small 
regional  monopolies. 

Which  is  why  Robert  D.  Rogers  and 
his  Dallas-based,  $220  million  (revenues) 
Texas  Industries,  Inc.  are  sitting  pretty. 
Its  market  is  Louisiana,  Mississippi  and 
Texas,  which  includes  two  of  the  fastest- 
growing  cities  in  the  U.S.:  Dallas  and 
Houston.  Against  bigger  competitors 
like  Lone  Star  Industries,  Ideal  Basic  In- 
dustries and  General  Portland,  TXI  has 
carved  out  a  16%  market  share.  Rogers  is 
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How  a  lapse  in  insurance  continuity 
can  affect  a  Board  of  Directors  meeting. 


It  could  bankrupt  you. 

Here's  how  it  works. 

Switching  your  Directors  and  Officers 
coverage  suddenly  from  one  insurer  to 
another  breaks  the  cont  inuity  of  coverage 
you've  built  up  over  the  years. 

That's  because  your  new  insurer  will 
ask  you  the  following  question: 

"Does  any  Director  or  Officer  have 
knowledge  or  information  of  any  act,  error 


or  omission  which  might  give  rise  to  a 
claim  under  the  proposed  policy?" 

It's  a  sticky  question.  And  one  you 
and  your  Board  might  prefer  not  to  have 
to  answer.  Because  if  there  are  any  skel- 
etons in  your  company's  closet  your  new 
insurer  could  refuse  to  cover  them,  leaving 
you  entirely  unprotected  against  what 
could  turn  out  to  be  disastrous  losses. 

By  keeping  your  D  &  O  coverage 


with  us,  American  Home/National  Union, 
you'll  never  have  to  answer  that  sticky 
question  again.  Because  we'll  never  ask  it. 

And  that's  the  kind  of  continuity  a 
Board  of  Directors  would  really  jump  at. 


The  AIG  Companies. 

Let  us  take  the  risks. 


A  Member  Company  of  American  International  Group. 


Want  to  feel  safer 
from  fire  and  crime? 


Borg-Warner's  Wells  Fargo  Alarm  Services  has  24-hour  monitoring  systems  that  can  borg^VARNER8 

detect  fires  and  break-ins,  and  send  help  fast.  That's  Borg-Warner  today.  And  ^  

there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 


Watch 

Borg-Warner 


considering  building  another  cement 
plant  in  southern  California.  He's  in  the 
middle  of  a  three-year,  $150  million  cap- 
ital-spending program,  $52  million  of 
which  is  going  to  add  550,000  tons  of 
cement  capacity  to  his  existing  1.6  mil- 
lion tons.  That's  big  spending  for  a  com- 
pany whose  equity  capital  isn't  much 
over  $100  million. 

Texas  Industries  isn't  only  in  cement. 
Rogers  has  just  announced,  with  his  50% 
partner,  Co-Steel  International  Ltd.  of 
Toronto,  a  more  than  doubling  of  steel- 
making  capacity  to  nearly  1  million  tons 
to  be  completed  in  two  years  at  a  cost  of 
$200  million.  Steel? 

"We  are  a  low-cost  producer  of  equal  or 
higher  quality  products  with  one  of  the 
most  efficient  operations  in  the  world," 
he  says  of  his  plant  in  Midlothian,  Tex., 


Some  analysts  are  predicting  that  earn- 
ings will  be  down  in  the  coming  fiscal 
year,  but  only  modestly,  with  business 
holding  up  better  in  its  area  than  in  the 
country  at  large.  A  new  cement  plant  at 
Hunter,  Tex.  is  coming  into  full  produc- 
tion this  year  and  should  help  cushion 
any  decline.  And  Rogers  insists  that  if 
one  construction  area  is  down,  some  oth- 
er area  is  invariably  up. 


Bob  Rogers  took  over  in  1974  from  his 
founding  father,  Ralph  B.  Rogers,  who  is 
now  retired  but  keeps  the  title  of  chair- 
man. Bob  was  just  38.  Since  then,  the 
former  U.S.  Navy  ensign  has  seen  the 
company's  sales  more  than  double.  He's 
still  only  43.  If  a  lot  of  very  smart  people 
are  right  about  cement,  Texas  Industries 
could  be  a  good  deal  larger  still  by  the 
time  Rogers  is  50.  ■ 


paddling  with  a  piece  of  paper." 

Under  the  new  treaty,  the  U.S.  has 
already  turned  over  the  ports  of  Cristobal 
and  Balboa,  the  Panama  Canal  Railway 
paralleling  the  canal  and  numerous  sup- 
port activities.  Almost  everywhere 
Duran  looks,  he  sees  opportunities.  The 
old  Panama  Canal  Co.,  *  for  example,  had 
not  used  its  dry  dock  at  Balboa  since 
World  War  II  (except  for  emergencies). 
"We  did  a  study  and  found  that  1,200 
ships  each  year  pass  through  the  canal  in 
ballast,  making  them  prime  candidates 
for  dry-dock  work,"  Duran  says.  "If  we 
only  got  10%  of  that  traffic,  we'd  be 
operating  the  docks  at  capacity." 

The  list  of  things  the  U.S.  didn't  do 
extends  to  the  railway,  which  was  cru- 
cial in  the  construction  of  the  canal,  be- 
fore it  opened  in  1914,  of  course,  but  has 
done  little  more  since  then  except  shut- 
tle canal  crews  and  tourists  and  some 
bulk  freight  from  point  to  point.  Duran 
sees  it  as  a  natural  for  hauling  containers 
between  Cristobal  and  Balboa  on  the  Pa- 
cific end  and  thereby  greatly  increasing 
transshipment  business  in  western  Cen- 
tral and  South  America. 

For  years,  as  another  example,  the  20- 
square-block  area  of  the  Colon  Free  Zone 
that  generates  more  than  $2.6  billion  in 
two-way  trade  and  is  a  major  trading 
door  to  Latin  America  for  the  U.S.  and 
Japan,  has  been  blocked  from  expansion 

'Replaced  under  the  new  treaty  by  the  I' S  -controlled 
Panama  Canal  Commission,  which  uill  continue  to 
manage  tlx  canal  itself  until  the  year  2(X)() 
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The  U.S.  won't  give  up  control  of  the  Panama 
Canal  until  the  year  2000,  but  Panama  isn't 
waiting  20  years  to  make  more  money  on  it. 


Ml  /- 


Texas  Industries  President  Robert  Rogers 
Damn  the  leverage:  Expand! 

which  makes  a  variety  of  small  products 
used  to  reinforce  concrete.  The  expan- 
sion will  add  other  products  like  I-beams 
and  channels,  which  will  allow  the  com- 
pany to  broaden  its  markets  into  larger 
structural  supports. 

But  construction  is  the  most  cyclical 
of  industries,  and  Texas  Industries  is 
quite  highly  leveraged,  with  long-term 
debt  nearly  50%  of  capitalization.  In  the 
last  recession  its  earnings  dropped  sharp- 
ly, from  92  cents  a  share  in  1 973  down  to 
58  cents  the  next  year. 

Obviously  worried  about  the  possible 
effect  of  another  recession,  investors  are 
currently  paying  a  little  over  4  times 
earnings  for  Texas  Industries  stock.  But 
Bob  Rogers  isn't  paying  all  that  much 
attention  to  the  stock  market.  In  the 
fiscal  year  that  will  end  this  May,  ana- 
lysts are  predicting  that  the  company 
will  earn  $5.50  a  share,  up  from  $4.48  in 
1979.  That  comes  to  a  return  of  close  to 
39%  on  shareholders'  equity — a  return 
that  can  only  be  described  as  sensational. 
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Going  for  profits 
Uncle  Sam  ignored 


By  Michael  Kolbenschlag 

Hello,  Jimmy!"  says  Captain  Pablo 
E.  Duran,  his  voice  rising  to  over- 
come the  bad  telephone  connec- 
tion between  Panama  City  and  New  Or- 
leans. "I  want  you  to  come  down  here 
and  give  me  a  quotation  on  reinforcing 
Piers  9  and  10  at  Cristobal  and  putting 
gantry  cranes  on  them  to  handle  contain- 
ers." Duran,  a  short,  crisply  tailored  man 
of  enormous  energy  and  considerable 
charm,  listens  quietly  for  a  moment  and 
then  responds  in  his  fluent,  slightly  ac- 
cented English,  "1  want  you,  Jimmy,  be- 
cause you  know  Panama  and  you  know 
what  we  need  to  do." 

At  the  age  of  42,  Pablo  Duran  is  direc- 
tor general  of  the  Panamanian  Port  Au- 
thority, charged  with  developing  all  the 
facilities — essentially  everything  but  the 
Panama  Canal  itself — turned  over  by  the 
U.S.  to  Panama  under  the  treaty  ratified 
last  October.  The  full  measure  of  what 
Duran  hopes  to  do  is  only  now  becoming 
clear.  At  Cristobal  alone,  on  the  Atlantic 
end  of  the  canal,  "they" — the  U.S.,  that 
is — left  Duran  with  a  full  agenda.  "The 
U.S.  never  did  a  thing  to  commercialize 
the  canal,"  Duran  says,  shaking  his  head 
sadly.  "They  had  one  old  fork-lift  truck 
for  container  handling  at  Cristobal. 
When  consignees  got  worried  about  their 
freight  during  the  turning  over  of  the 
ports  to  Panama,  they  increased  their  use 
of  containers  from  33%  of  traffic  to  55%, 
and  then  we  were  really  left  up  the  creek 


Recycling.  The  more  you  look  at  it 
the  better  it  looks. 


Everybody  benefits.  In  the  last  seven  years  It  creates  jobs.  The  recycling  industry  is  growing 

thousands  of  civic  groups  and  individual  collectors  fast.  Since  1970,  it  has  added  an  estimated  15,000 

have  earned  over  $180  million  through  recycling.  new  jobs  to  the  economy.  Jobs  that  involve  buying, 

The  public  profits  from  a  cleaner  environment.  And  processing,  transporting  and  remelting  used  cans 

Alcoa"  gets  to  put  the  used  metal  back  to  work.  into  new  metal. 


It  helps  municipalities.  Recycling  this  aluminum  It  conserves  energy.  Recycling  saves  95  percent 

helps  relieve  overburdened  landfill  facilities.  And  it  of  the  energy  needed  to  make  new  aluminum  from 

generates  extra  revenue  Aluminum  is  the  most  ore.  In  1978,  recycling  also  helped  Alcoa  reduce 

valuable  material  found  in  quantity  in  municipal  its  consumption  of  coal  and  bauxite— both  valuable 

waste  recovery  systems.  natural  resources. 


t's  growing.  More  and  more  Americans  are  collect-  We  can't  wait  for  tomorrow.  For  additional 

g  used  aluminum  cans.  Last  year  alone  over  seven  information  about  this  exciting  new  industry  that 

billion  cans  were  turned  in  for  recycling.  That's  saves  more  and  more  energy  as  it  grows,  write 

almost  six  times  as  many  cans  as  were  collected  Aluminum  Company  of  America,  446-C  Alcoa  Building, 

in  1972.  -Aicoa  estimate  Pittsburgh,  PA  15219. 


A  ship  entering  the  Panama  Canal's  Pedro  Miguel  Locks  (beyond,  the  Miraflores  Locks) 

The  list  of  things  the  V.S.  didn't  do  to  make  the  canal  pay  off  more  is  almost  endless. 


by  the  U.S. -controlled  Canal  Zone.  Now 
that  the  treaty  has  abolished  the  Zone, 
land  is  available  and  the  Free  Zone  has 
begun  an  expansion  that  will  soon  more 
than  triple  its  size  and  business. 

Panama  has  urgent  reason  to  develop 
whatever  it  can.  True,  Panama  will  now 
receive  $70  million  a  year  in  payments 
from  canal  operations,  compared  with 
the  paltry  $2  million  a  year  it  had  re- 
ceived under  arrangements  dating  back 
to  Teddy  Roosevelt's  time.  But  the  key 
to  Duran's  hopes  remains  canal  traffic, 
and  the  trend  is  not  good.  Currently  40 
ships  a  day  transit  the  canal,  generating 
nearly  $400  million  in  total  annual  oper- 
ating revenues.  Profits  last  year  amount- 
ed to  only  $5.5  million. 

Limited  by  the  width  of  its  locks  to 
ships  no  wider  than  106  feet  on  the 
beam,  and  outclassed  in  support  services, 
the  canal  has  been  suffering  steady  de- 
clines in  traffic  growth,  from  6%  to  6.5% 
annually  after  World  War  II  to  only  3%  to 
4%  today.  The  slowdown  led  to  actual 
revenue  losses — the  first  in  the  canal's 
history— in  1974,  1975  and  1976.  A  spate 
of  toll  increases  amounting  to  a  cumula- 
tive 74.5%  since  1974  has  offset  the  pat- 
tern and  made  up  for  the  bigger  pay- 
ments to  Panama,  but  there  is  now  good 
reason  to  fear  that  further  increases 
would  only  hasten  further  declines  in  all- 


important  traffic  growth. 

To  develop  its  opportunities  Duran's 
Port  Authority  has  burgeoned  almost 
overnight  from  178  employees  and  an 
annual  budget  of  $2  million  to  3,000  em- 
ployees and  a  budget  of  $47  million.  In 
recent  weeks  the  Panamanian  govern- 
ment has  signed  contracts  with  two 
Washington-based  consultants,  TAMS 
Engineering  and  the  Nathan  Group,  to 
develop  a  master  plan  for  the  commer- 
cialization of  the  port  areas  that  calls  for 
an  investment  of  $73  million.  Other  gov- 
ernment agencies  have  begun  working 
on  plans  that  range  from  the  creation  of 
industrial  parks  in  the  old  Canal  Zone  to 
the  digging  of  a  new  sea-level  canal  in 
cooperation  with  the  Japanese. 

The  Panamanian  government  is  also 
close  to  an  agreement  with  Ecuador  that 
would  make  Panama  the  transshipment 
point  for  all  Ecuadorian  oil  exports  into 
the  Atlantic.  Over  the  past  18  months 
Panama  has  already  increased  its  trans- 
shipment business  for  Alaskan  Crude 
headed  for  the  U.S.  East  Coast  to  over 
400,000  barrels  per  day.  The  Ecuadorian 
deal  would  increase  that  oil  traffic  by  at 
least  one-third. 

Construction  has  also  begun  in  the 
Port  of  Balboa  of  storage  facilities  for 
chemicals  and  soon  others  will  be  going 
up  for  bulk  cargo  commodities  like  ce- 


ment, molasses  and  fertilizer  that  Pana- 
ma imports  or  exports  and  also  sees  as 
potential  transshipment  cargoes. 

In  fairness  to  the  old  Panama  Canal 
Co.,  it  must  be  remembered  that  past 
treaties  with  Panama  had  always  forced 
it  to  concentrate  on  getting  ships 
through  the  canal  quickly  and  efficiently 
rather  than  making  as  much  money  as 
possible  in  the  process.  The  rationale 
was,  ostensibly,  to  avoid  any  danger  of 
the  U.S.  Canal  Zone's  taking  business 
away  from  Panama  itself.  But  the  policy 
had  the  additional  effect,  some  Panama- 
nians will  point  out,  of  protecting  U.S. 
ports  from  competition.  Either  way,  and 
however  unintended,  that  legacy  has 
hurt  the  canal  and  left  it  up  to  Panama  to 
begin  the  long,  slow  process  of  upgrad- 
ing, expanding  and  modernizing  that  is 
the  canal's  best  hope. 

It's  a  busy  time,  then,  for  Duran.  From 
his  handsome  glass-and-steel  office  just 
off  the  Via  Esparia  in  Panama  City,  he  is 
using  everything  he  learned  at  the  U.S. 
Naval  Academy  (class  of  1960),  and  then 
subsequent  experience  in  the  food  and 
construction  businesses  that  made  him, 
descended  from  Panamanian  coffee  mon- 
ey,wealthy  in  his  own  right.  Says  he: 
"The  more  services  we  offer,the  more 
ships  will  come.  Unlike  the  U.S.,  Panama 
is  interested  in  making  a  profit."  ■ 
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0  HITACHI 

70  years  of  making  technology  work  for  you 


ADVERTISEMENT 

Dynamics 
of  Mutual  Growth 

NEW  DIMENSIONS  FOR  A  MORE  PRODUCTIVE  U.S.- JAPAN  PARTNERSHIP 


At  the  touch  of  a  few  buttons  this 
imely  Toshiba  miracle  will  display  the 
nonthly  calendars  of  any  year  from  1 901 
o  2099.  Then  program  a  certain  date 
ihd  —  amazing  —  that  date  will  begin 
lulsing.  It's  a  flashy  way  to  determine 
i/hat  day  of  the  week  you  were  born, 
/hether  Christmas  will  be  on  a  Sunday 
•r  if  that  bill  is  due  before  payday.  And,  of 
ourse,  the  calendar  function  will  always 
eep  you  up-to-date  with  current  month 
nd  pulsing  day  display. 

The  Toshiba  LC-840WA  also  has  a 


J  . 

quartz-crystal  watch  function  with  a  one- 
minute  buzzer  alarm.  Once  the  alarm  is 
set,  it  will  sound  every  single  day  to  remind 
you  to  do  what  you  always  forget.  And 
with  the  convenient  TMS  button  activated, 
the  calendar/watch/calculator  will  make 
itself  heard  every  hour  on  the  hour. 

Full  8-digit  calculator  functions  with 
memory,  square  root  and  per  cent  keys 
complete  this  compact  electronic  marvel. 
Like  the  full  line  of  quality  Toshiba 
products  it  represents  the  kind  of 
innovative  technology  that  results  in 


consistently  exceptional  performance. 

The  Toshiba  LC-840WA.  It'll  help  you 
remember  when  ...  in  style. 


Toshiba  America,  Inc. 

Head  Office:  280  Park  Avenue,  New  York, 
N.Y.  1001 7  Tel:  (212)  557-0200 
Toshiba  Hawaii,  Inc. 
327  kamakee  Street,  Honolulu, 
Hawaii  9681 4  Tel:  (808)  521-5377 


Remember  when. 

The  incredible  calendar/watch/calculator 
has  a  two-century  memory  so  you'll  never  forget. 


A  NEW  DECADE  FOR 

U.S.  -  Japan 
Interdependence 


BY 

MIKE  MANSFIELD 

UNITED  STATES  AMBASSADOR  TO  JAPAN 


Over  the  past  year  the  U.S.  and  Japan 
have  succeeded  in  improving  their  trade 
relationship  and  reducing  the  political 
tensions  associated  with  trade  issues.  We 
recognize  that  this  does  not  mean  the  per- 
manent end  of  all  our  difficulties.  Indeed, 
problems  will  inevitably  arise  again,  but 
this  is  natural  in  a  relationship  as  broad 


and  interdependent  as  ours.  It  does  mean, 
however,  that  we  must  have  determina- 
tion, patience  and  good  will,  so  that  pro- 
gress can  be  made  and  problems  can  be 
solved.  Both  nations  — the  United  States 
and  Japan  — stand  to  reap  immense  bene- 
fits from  an  expanded  and  more  balanced 
trading  relationship  in  the  1980s 


TRADE  BALANCE  - 
ENCOURAGING  TRENDS 

In  1979  U  S  exports  to  Japan  were  up  36 
percent  compared  to  a  year  ago  U.S.  im- 
ports from  Japan  also  increased,  but  only 
by  about  seven  percent  Last  year  Japan's 
global  current  account  balance  recorded 


a  deficit  of  8.6  billion  dollars,  compared 
with  a  16.5  biliion  dollar  surplus  for  1978. 
The  U.S.  global  trade  deficit,  meanwhile, 
declined  13  percent,  from  28.4  billion 
dollars  to  24.7  billion  dollars  in  1979. 

These  are  encouraging  trends.  They 
reflect  the  efforts  of  many  individuals, 
japanese  and  American,  government  and 
business,  to  bring  into  better  balance  the 
greatest  overseas  trading  relationship  in 
the  history  of  the  world.  Last  autumn  our 
governments  cooperated  to  facilitate  the 
use  of  the  Japanese  exhibit  ship  Shin 
Sakura  Maru,  to  bring  U.S.  apparel,  sport- 
ing goods  and  household  goods  directly  to 
Japanese  consumers  in  13  port  cities.  It  at- 
tracted tremendous  crowds  and  sales 
were  comparable  to  those  of  the  largest 
Japanese  department  stores.  More  impor- 
tantly, the  Shin  Sakura  Maru  exhibit  in- 
troduced more  American  businesses  to 
the  Japanese  market.  Altogether  Ameri- 
can businessmen  held  about  1,200  ap- 
pointments with  potential  Japanese 
agents  and  distributors.  As  a  result,  many 
of  the  American  exhibitors  returned  home 
convinced  of  the  potential  for  long  term 
sales  in  Japan,  either  directly  to  retailers  or 
through  trading  companies  and  dis- 
tributors. 

THE  LOWERING  OF  TARIFFS 

There  are  certainly  other  reasons  for 
the  improvement  in  our  trade  relations. 
Perhaps  the  most  important  in  the  long 
run  was  the  successful  completion  last 
spring  of  the  Tokyo  Round  of  the 
Multilateral  Trade  Negotiations.  Japan 
made  a  great  contribution,  agreeing  to 
lower  duties  on  industrial  goods  from  ap- 
plied rates  by  28  percent,  while  the  U.S. 
cut  will  be  31  percent.  Thus,  Japan's 
average  tariff  on  dutiable  industrial  goods 
will  be  4.9  percent,  the  lowest  of  any  ma- 
jor industrial  country.  The  success  of  the 
MTN  will  help  assure  the  free  flow  of 
trade  for  both  our  countries  in  this  new 
decade. 

A  final  reason  for  the  healthier  trade 
relationship  developing  between  our  na- 
tions is  the  growth  of  agricultural  markets. 
Just  as  the  United  States  is  the  world's 
leading  agricultural  producer,  Japan  is  the 
world's  leading  market  for  agricultural 
products  In  1979  the  United  States  ex- 
ported globally  32  billion  dollars  in 
agricultural  products.  By  far  our  best 
customer  was  Japan,  whose  1979  imports 
totaled  $5  3  billion. 


EAST  ASIA'S  BRIGHT  FUTURE 

The  U  S  —  Japan  economic  perfor- 
mance is  not  the  only  bright  spot  in  this 
part  of  the  world  While  world  forecasts 
by  the  OECD,  the  IMF  and  others  general- 
ly predict  slower  growth  rates  in  1979  and 
even  recession  in  certain  areas,  East  Asia 
continues  to  develop  at  a  pace  unprece- 
dented in  its  recent  history  and  un- 
matched anywhere  except  in  the  oil- 
exporting  nations  of  the  Middle  East. 
While  unsettled  conditions  in  the  Middle 
East  make  all  forecasts  chancy  at  best, 
Asian  countries  continue  to  do  well 
despite  the  difficulties.  In  1978  the 
average  annual  growth  rate  of  the  ASEAN 
countries  exceeded  seven  percent.  South 
Korea,  Taiwan  and  Hong  Kong  registered 
double-digit  growth,  while  Japan  man- 
aged to  achieve  a  growth  rate  of  about  5.5 
percent  despite  fluctuations  in  world  sup- 
ply and  prices  in  energy  resources.  Al- 
though last  year  these  growth  rates  slow- 
ed slightly,  the  region  as  a  whole  con- 
tinues to  prosper,  and  the  outlook  remains 
bright. 

PACIFIC  BASIN  OPPORTUNITIES 

This  growth,  of  course,  has  had  great 
significance  for  Japanese  and  American 
trade  and  investment.  As  Pacific  nations 
we  share  in  the  destiny  of  a  vast  area 
stretching  from  the  Arctic  Ocean  to  Aus- 
tralia and  New  Zealand,  and  reaching 
from  the  shores  of  the  Americas  to  the 
Asian  mainland  and  the  islands  of  South- 
east Asia.  I  firmly  believe  that  American 
participation  in  the  development  of  East 
Asia  is  as  absolutely  vital  to  our  own  na- 
tion's prosperity  and  future  as  it  is  to  that 
of  the  Asian  nations  themselves.  Of  the 
168  billion  dollars  directly  invested  over- 
seas by  American  businesses,  only  18  bil- 
lion dollars  have  been  allocated  to  Japan 
and  East  Asia.  The  return  on  U.S.  in- 
vestments worldwide  from  1976  to  1978 
averaged  14.5  percent,  but  in  East  Asia,  in- 
cluding Japan,  the  return  was  18  percent, 
and  the  trend  is  up.  Out  here  are  the  mar- 
kets, the  resources,  the  people  and  the 
friendly  governments.  This  is  where  the 
opportunities  are  and  this  is  where  our  fu- 
ture lies.  A  constructive  U.S.  role  in  this 
region  is  of  immense  consequence  to  the 
future  of  Americans  and  Asians  alike.  We 
are  ali  in  this  together  The  political  and 
economic  decisions  we  make  today  will 
profoundly  influence  our  lives  and  the 


lives  of  future  generations.  I  feel  that  the 
financial,  political  and  intellectual 
resources  we  dedicate  to  this  region  will 
yield  the  greatest  possible  benefits  for  the 
U  S  —  Japan  relationship  and  for  the 
Pacific  Basin  as  a  whole. 

JAPAN'S  U.S.  INVESTMENTS 

Japan,  for  its  part,  must  invest  more  in 
the  United  States.  As  our  economic  inter- 
dependence becomes  broader  and  more 
complex,  it  is  increasingly  important  for 
Japanese  companies  to  move  some  of 
their  production  to  the  United  States.  Ac- 
cording to  a  study  commissioned  by  the 
Japan  Society  of  New  York,  about  81,000 
Americans  already  work  for  Japanese 
firms  in  the  U.S.  and  the  expenditures 
made  by  these  firms  result  in  work  for  an 
additional  261,600  Americans.  Never- 
theless, if  we  are  to  avoid  the  political  ten- 
sions of  the  past  decade  that  were 
generated  by  a  chronic  trade  imbalance, 
Japan  must  be  encouraged  to  continue  to 
invest  in  the  United  States. 

Let  me  reemphasize  that  the  bonds  of 
friendship  and  common  interest  between 
Japan  and  the  United  States  are  strong, 
and  growing  stronger.  In  industry,  in 
agriculture,  in  the  service  sector  and  in  in- 
vestment, our  economic  interchange  is 
growing  steadily  for  the  mutual  benefit  of 
our  people.  Our  political,  security  and  cul- 
tural ties  are  growing  apace,  and  have 
taken  on  a  new  significance  as  the  Pacific 
nations  enter  a  new  era.  The  dynamic 
growth  and  prosperity  of  this  region  owes 
much  to  the  Japanese  and  American  role, 
and  presents  immense  opportunities  to 
both  our  nations  for  even  greater  ex- 
changes of  goods  and  services,  of  ideas 
and  technology,  of  arts  and  culture,  and 
of  good  will,  as  we  move  into  the  new 
decade  of  the  1980s. 


MIKE  MANSFIELD, 
United  States  Ambassador 
to  Japan 
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U.S.-JAPAN  INTERDEPENDENCE: 

Lessons  from  the  post. 
Challenges  for  the  future 

by  Ezra  R  Vogel 


At  every  critical  stage  since  World  War 
II,  the  ever  vulnerable  Japanese  were  tor- 
mented with  the  vision  that  their  fragile 
success  would  suddenly  collapse  In 
1950,  with  occupation-imposed  financial 
restraints,  how  could  reconstruction  con- 
tinue' In  1952,  with  the  end  of  the  Allied 
Occupation,  how  could  ]apan  make  it  on 
its  own?  In  the  late  1950s,  amidst  growing 
American  resistance  to  textiles,  its  big- 
gest export,  how  could  Japan  withstand 
even  more  serious  trade  imbalances?  In 
the  1960s,  how  could  Japan,  forced  to  be- 
gin opening  its  markets  to  foreign  goods 
and  capital,  survive  competition  with  the 
world's  great  economic  powers?  In  1971, 
how  could  it  cope  with  the  "shock"  of 
yen  revaluation?  In  1973,  how  could  it 
cope  with  an  oil  "shock?"  At  each  of 
these  points,  Westerners,  equally  im- 
pressed with  Japan's  total  dependence 
on  foreign  resources  and  markets,  sys- 
tematically underestimated  Japan's  eco- 
nomic health  Now  at  the  beginning  of 
the  1980s  questions  about  Japan's  future 
remain,  but  as  one  examines  them  one  by 
one,  the  prospects  for  continued  success 
appear  undiminished 

JAPAN'S  PERSPECTIVE  FOR 
THE  80s 

1 .  On  Research  and  Development.  Can 
Japan,  hitherto  dependent  on  borrowed 
technology,  compete  with  the  most 
advanced  countries  on  the  forefront  of 
technology  if  it  must  rely  on  its  own 
research  and  development?  The  evidence 
suggests  that  it  can. 

In  the  late  1960s,  when  Japan  began 
anticipating  this  problem,  government 


and  business  leaders  began  creativity 
training  sessions  and  fashioned  a 
research  establishment  capable  of  ad- 
vancing the  forefront  in  all  major  indus- 
trial areas  In  areas  where  Japan  was  sub- 
stantially behind  and  where  the  required 
investment  was  too  great  to  be  attractive 
to  private  industry,  the  government 
boldly  assisted  with  supplemental  funds 
Companies  which  lacked  the  funds  were 
encouraged  to  amalgamate  or  at  least  to 
cooperate  in  larger  projects.  In  computer 
hardware,  for  example,  three  large  re- 
search consortia  were  created.  Rival 
companies  with  some  government  guid- 
ance now  engage  in  joint  research  likely 
to  be  of  mutual  benefit  without  a  diminu- 
tion of  the  competitive  zeal  whereby 
each  company  tries  to  stay  ahead  of  its 
competitors,  domestic  or  foreign 

By  now,  with  the  decline  of  American 
R&D  and  the  increase  of  Japan's,  both 
countries  spend  about  2  per  cent  of  GNP 
on  R&D  A  much  higher  proportion  of 
American  efforts  are  concentrated  in 
military  and  space  research  and  many  re- 
search facilities  have  become  more 
bureaucratized,  losing  the  cutting  edge 
they  once  enjoyed  Japan's  R&D  is  con- 
centrated in  areas  likely  to  pay  off  in  the 
future.  With  national  direction,  however 
imperfect,  there  is  more  planning  to  re- 
duce economic  competitiveness,  unnec- 
essary duplication,  promote  cooperation, 
and  to  cover  economically  strategic 
areas. 

At  the  same  time  Japan  still  makes 
excellent  use  of  borrowing,  scanning  the 
world  for  promising  new  knowledge  with 
a  thoroughness  surpassing  that  of  other 
countries  With  the  increasing  shortages 


of  private  and  public  funds  in  the  United 
States  and  the  appreciation  of  the  value 
of  the  yen,  Japanese  have  the  oppor- 
tunity to  share  in  the  joint  financing  of 
large  international  research  projects 
wherein  they  can  profit  from  techno- 
logical advances  They  also  have  the 
opportunity  to  take  over  failing  firms, 
including  innovative  high  technology 
firms  which  may  advance  their  frontiers 
of  knowledge 

In  product  engineering  and  adapting 
research,  Japanese  talents  are  well- 
known,  but  in  fields  like  television,  video- 
tape machines,  calculators,  facsimile 
machines,  semiconductors,  and  compu- 
ters the  Japanese  have  already  shown 
they  are  capable  of  considerable  creativ- 
ity. They  have  already  taken  the  lead  in 
industrial  robots  Unhampered  by  build- 
ing codes,  they  have  moved  into  prefab- 
ricated housing  and  new  construction 
technology  In  the  aircraft  industry,  while 
building  up  their  know-how  and  produc- 
ing an  increasing  number  of  parts  for  air- 
planes assembled  abroad,  they  are  also 
beginning  to  assemble  their  own  small 
commercial  jet  aircraft 

The  Japanese  government  and  private 
industry  have  demonstrated  considerable 
skill  in  assessing  long-range  trends  They 
have  made  errors  by  moving  into  areas 
before  they  were  ready,  but  as  a  whole, 
given  their  resources,  they  have  invested 
big  in  important  future  areas  at  the  right 
time. 

2  On  Affluence  and  the  Work  Ethic. 
Are  young  Japanese  who  grow  up 
amidst  new  levels  of  affluence  losing 
their  willingness  to  work?  The  evidence 
suggests  that  while  demanding  more 


Ezra  Vogel  is  Professor  of  Sociology  and  Chairman  of  the  Council  on  last  Asian  Studies,  Harvard  University. 
His  recent  book,  Japan  as  Number  One,  has  received  wide  international  review  and  acclaim 


Japan,  1858 
Humble  beginnings: 
One  man,  a  textile  wholesaler 
One  store,  "Marubeni" 
Gross  annual  sales-57  dollars 
And  the  motto: 

Be  Fair, 
Be  Cooperative, 

Be  New 


Marubeni's  original  "trade  license  tag,  "  issued  in  1858,  certifies  that  permission 
has  been  given  to  sell  merchandise  across  feudal  estate  boundaries. 


122  years  later 

A  uniquely  flexible  Sogo  Shosha,  Marubeni  is 

10,000  employees  in  125  offices  in  78  countries  worldwide. 

Much  more  than  a  monolithic  importer/exporter,  Marubeni  strives 

to  initiate  new  trade  flows,  new  directions  in  the  equitable 

global  distribution  of  resources  and  technology. 

And  the  motto  still  echoes:  Be  Fair,  Be  Cooperative,  Be  New. 


Marubeni 

CORPORATION 
C.P.O.  BOX  595,  TOKYO  100-91,  JAPAN 
Metals  -  Machinery  Textiles  -  Construction  -  Chemicals  -  Energy  Agri-Marine  -  Materials  &  Products 
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time  for  themselves  and  their  families, 
they  are  still  ready  to  exert  themselves 
for  their  company  If  anything,  the  new 
waves  of  uncertainty  and  the  slight  rise 
in  unemployment  since  the  first  oil 
shock,  give  young 'people  a  renewed 
sense  of  vulnerability  They  remain  de- 
termined to  acquire  a  secure  job  and 
prove  themselves  for  they  know  that  a 
permanent  employment  system  and  a 
poorly  developed  social  security  system 
make  it  difficult  to  find  desirable  alter- 
natives later  in  life  Despite  the  appeals 
of  freedom  during  high  school  or,  for 
those  going  on,  during  college,  once  in 
the  company  they  are  prepared  to  work 
and  the  discipline  they  acquired  early  in 
life  stands  them  in  good  stead  with  their 
employers  Japanese  employers  who 
have  established  foreign  operations  with 
a  foreign  work  force  prefer  their  work 
force  at  home. 

3.  On  National  Purpose.  Will  the 
achievement  of  the  century-long  goal  of 
catching  up  with  the  West  lead  to  a  loss 
of  national  purpose?  Since  the  mid- 
nineteenth  century  when  Japanese  lead- 
ers feared  being  colonized  and  launch- 
ed the  frantic  efforts  toward  self- 
strengthening,  the  Japanese  have  main- 
tained a  common  goal  that  sustained 
cooperation  between  different  circles. 
They  built  up  an  army  to  defend  them- 
selves and  forged  an  economic  policy, 
gradually  creating  competitive  indus- 
tries and  steamship  and  trading  com- 
panies to  overcome  the  discrimination 
initially  encountered  in  foreign  markets. 
After  the  devastation  of  World  War  II 
they  again  mobilized  to  recover  and 
then  catch  up  Japanese  leaders  now 
agonize  that  private  business,  farm, 
labor  and  citizen  groups  with  newly 
amassed  wealth,  being  less  dependent 
on  government  help,  will  lose  their  will- 
ingness to  work  together  for  national 
goals  They  may  eventually  lose  their 
sense  of  purpose,  but  the  threat  of 
energy  shortage,  food  shortage,  Euro- 
pean and  American  protectionism,  and 
newly  industrializing  countries'  compe- 
tition still  sustain  a  very  high  level  of 
national  cooperation  None  of  these 
problems  is  likely  to  be  dissipated  in  the 
1980s  and  it  would  be  unrealistic  to  ex- 
pect the  sense  of  national  purpose  to 
dissipate  any  more  rapidly. 

4.  On  Energy  and  Food.  Will  Japan's 
total  dependence  on  foreign  oil  and 
heavy  dependence  on  foreign  food 
create  new  problems  in  the  80s?  One  can- 
not rule  out  the  possibility  of  a  lengthy 
termination  of  oil  supplies,  and  the 
Japanese  understandably  feel  totally  at 
the  mercy  of  the  OPEC  countries  The 
near  panic  in  Japan  when  the  United 
States  temporarily  halted  shipments  of 
soybeans  reflects  the  Japanese  sense  of 
vulnerability  When  the  novel  Yudan  (The 
Cutting  Off  of  Oil)  fictionalized  an  ac- 
count of  Japanese  officials  responding  to 
a  future  termination  of  supplies,  it 


became  an  instant  bestseller  and  a  sensa- 
t  tion  on  television,  reflecting  the  fear  and 
panic  constantly  just  below  the  surface 

In  the  1920s,  with  only  half  its  present 
population,  Japan  was  already  heavily 
dependent  on  foreign  food.  With  one- 
half  of  the  American  population  in  one- 
thirtieth  of  the  geographical  area,  it  is 
unlikely  that  Japan  could  hope  to 
achieve  more  than  70  per  cent  self-suffi- 
ciency, the  current  goal  of  agricultural  of- 
ficials If  by  the  late  1980s  the  world  de- 
velops serious  food  shortages  as  some 
forecast,  the  rise  in  oil  and  food  prices 
could  conceivably  make  it  far  more  diffi- 
cult to  produce  enough  industrial  goods 
for  Japan  to  buy  needed  resources. 

How  is  Japan  currently  coping  with  the 
energy  shortage?  Japan  currently  has 
about  one  hundred  days'  supply  of  fuel 
and  options  to  purchase  beyond  present 
needs.  It  has  conservation  programs  in 
place  to  reduce  the  needs  for  oil 
consumption  between  now  and  1990 
despite  increasing  industrial  production. 
The  goal  seems  entirely  feasible  given 
the  fact  that  Japan  has  not  increased  im- 
ports of  oil  since  1973  despite  rapid  in- 
dustrial growth  while  the  United  States 
increased  oil  imports  by  about  50  per 
cent.  Unlike  the  United  States,  Japan  has 
subordinated  foreign  policy  to  meeting 
energy  needs  and  has  actively  cultivated 
relations  with  Indonesia  and  Mexico  as 
well  as  the  Middle  East,  China,  and  the 
Soviet  Union.  It  has  developed  cultural 
policies  and  encouraged  technological 
exports  to  these  countries  to  strengthen 
the  ties  so  as  to  increase  the  reliability  of 
the  supply.  The  Japanese  government  has 
successfully  encouraged  Japanese  oil 
companies  to  decrease  their  dependence 
on  the  American  majors.  Possessing  a 
shipbuilding  industry  that  produces 
about  as  much  shipping  tonnage  as  the 
rest  of  the  world  combined,  Japan  has 
more  than  an  adequate  supply  of 
tankers  Japanese  investment  in  Indone- 
sian oil  development  already  exceeds 
American  investment,  and  Japan  is  mov- 
ing into  oil  exploration  in  the  Sea  of 
Bohai.  Japan's  nuclear  program  has  been 
less  affected  by  accidents  at  Three  Mile 
Island  than  America's  and  has  moved 
quickly  to  pacify  public  opinion  with 
carefully  orchestrated  publicity  about 
new  safety  programs.  In  coal  liquefaction 
it  has  developed  three  large  consortia, 
two  to  collaborate  in  research  with  the 
two  largest  foreign  research  projects  and 
one  to  work  without  foreign  connections. 
It  is  pursuing  exploration  and  develop- 
ment in  solar  energy  and  synthetic  fuels 
It  is  developing  energy  resources  with 
Australia  in  uranium  and  coal  develop- 
ment on  a  very  large  scale,  as  well  as 
with  Canada,  the  United  States,  and 
almost  anywhere  else  where  promising 
resources  are  available 

In  the  case  of  food  supplies,  Japan  has 
cultivated  rights  to  buy  supplies  in 
Canada,  the  United  States,  and  Australia, 


MATSUSHITA  IN  MEDICAL  TECHNOLOGY: 


How  to  help  the  blind  see  more 
through  their  fingers  and  the  deaf  hear 
more  Through  their  bones. 


In  1829,  Louis  Braille  developed  a  system  that  allowed  the 
blind  to  read  by  feeling  a  pattern  of  pinholes  with  their  finger- 
tips. 150  years  later,  Matsushita  (pronounced  Mot-soosh-ta) 
Electric  is  helping  to  bring  the  Braille  System  into  the  twen- 
tieth century. 

This  revolutionary  Braille  Duplication  System  (developed 
under  the  auspices  of  the  Japanese  Ministry  of  International 
Trade  and  Industry)  will  be  able  to  convert  braille  into  char- 
acters or  letters  that  people  with  normal  eyesight  can  read 
so  virtually  anybody  can  quickly  edit  and  proofread  a  braille 
original. 

The  System  then  transforms  the  edited  and  proofread 
material  into  a  braille  printing  plate.  And  those  printing  plates 
can  reproduce  hundreds  of  books,  magazines,  pamphlets  and 
other  material  for  the  blind  to  read  through  their  fingers. 

HEARING  WITHOUT  AN  EARDRUM. 

For  the  partially  deaf,  Matsushita  has  improved  the  bone  con- 
duction hearing  aid.  This  device  converts  sound  into  mechan- 
ical vibrations  and  sends  these  vibrations  to  the  inner  ear 


MATSUSHITA  ELECTRIC 

PANASONIC  TECHNICS  QUASAR  NATIONAL 


through  the  bone  at  the  back  of  the  ear.  As  a  result,  not  only  is 
an  external  earphone  unnecessary,  but  even  a  person  without 
an  eardrum  can  "hear."  For  this  type  of  hearing  aid,  Matsushita 
is  developing  a  special  ultra-small  microphone  and  ultra-thin 
amplifier  and  vibration  mechanism  so  tiny,  the  entire  device 
fits  into  the  stem  of  an  eyeglass  frame. 

TV  INSTEAD  OF  SURGERY. 

Matsushita  also  helped  improve  the  Fibrescope  Color  TV 
Camera  System  so  doctors  can  learn  more  aboui  their  patients 
without  resorting  to  exploratory  surgery.  It  consists  of  an  opti- 
ca! device  the  patient  swallows. 

And  to  check  internal  organs  without  the  use  of  X-rays, 
Matsushita  developed  portable  ultrasound  diagnostic  equip- 
ment. Ultrasonic  waves  let  doctors  see  a  clear  image  of  an 
internal  organ  merely  by  attaching  a  compact  terminal  to  the 
skin's  surface. 

For  the  blind,  for  the  deaf,  for  the  health  of  everyone, 
Matsushita  Electric  is  doing  its  part  with  110,000  people  mak- 
ing over  10,000  products  for  people  in  130  different  countries. 


and  is  now  rapidly  expanding  ownership 
of  farm  land  abroad  Japan  is  actively 
cultivating  marine  life  in  and  around 
Japan  and  is  actively  pursuing  research 
on  artificial  foods.  Compared  to  the  very 
populous  poor  countries  of  the  world, 
which  are  heavily  in  debt,  Japan  has 
substantial  financial  resources  to  pur- 
chase the  food  it  now  needs  The  six 
largest  trading  companies,  all  larger  than 
any  trading  companies  in  the  West,  have 
the  information  and  financial  resources 
for  locating  opportunities  to  acquire 
rights  to  food  and  energy  supplies. 

5.  On  Competition  from  Newly  Indus- 
trialized Countries.  Will  the  high  cost  of 
labor  in  Japan  and  the  competition  from 
newly  industrialized  countries  such  as 
Korea,  Taiwan,  and  Brazil  destroy  much 
of  Japan's  comparative  advantage-1  Until 
now,  the  Japanese  government  has  kept 
one  step  ahead  of  market  forces  in  push- 
ing Japanese  industries  to  remain  com- 
petitive on  the  international  markets 
Pressure  for  consolidation  of  enterprises 
and  modernization  of  plant  and  equip- 
ment has  been  incessant  in  every  in- 
dustrial area  By  setting  standards  for 
modernization,  offering  tax  incentives, 
raising  standards  of  facilities  needed  to 
earn  or  maintain  licenses,  Japanese  gov- 
ernment branches  have  succeeded  in  de- 
veloping the  world's  most  modern  in- 
dustrial plant  Although  the  United  States 
may  remain  in  the  lead  in  certain  fields  of 
research  and  development,  according  to 
the  analysis  of  economists  Jorgensen  and 
Kuromizu,  the  modernity  of  average  in- 
dustrial facilities  in  Japan  had  already 
edged  past  that  of  the  United  States  by 
1973.  The  rate  of  investment  in  new  plant 
and  equipment  is  about  twice  as  high  in 
Japan  as  in  the  United  States,  and  by 
1978  when  the  total  CNP  in  Japan  was 
roughly  half  that  of  the  United  States,  the 
absolute  amount  of  investment  in  new 
plant  and  equipment  was  roughly  the 
same  in  Japan  as  in  the  United  States.  If 
one  excludes  military  equipment,  the  ab- 
solute annual  investment  in  plant  and 
equipment  in  Japan  is  already  greater 
than  in  the  United  States  Given  the  con- 
tinued high  rates  of  reinvestment,  the  ab- 
solute investment  in  new  plant  and 
equipment  is  likely  to  be  substantially 
higher  in  lapan  than  in  the  United  States 
by  the  late  1980s. 

6.  On  the  Transition  from  Industry  to  a 
Service  Economy.  Given  that  service  in- 
dustries are  likely  to  play  a  higher  role  in 
the  future,  is  Japan's  heavy  industry  al- 
ready beginning. a  decline?  Some  Japan- 
ese claim  that  the  gap  between  the  U.S. 
and  Japan  in  computer  hardware  has  al- 
ready closed,  but  even  if  these  claims  are 
somewhat  exaggerated,  there  is  little 
doubt  that  Japan  has  made  some  extra- 
ordinary advances  in  semiconductors 
and  that  the  gap  in  computer  hardware 
has  greatly  narrowed.  The  recent  Japan- 
ese investment  in  software  suggests  that 
Japan  can  rise  up  to  international  stand- 


ards in  software  systems  within  several 
years  In  gaining  control  over  extant  in- 
formation, Japanese  companies  are  al- 
ready superior  to  Western  counterparts  in 
gathering  data  on  economic  matters 
around  the  world  Japan  has  already 
made  considerable  progress  in  dealing 
with  issues  like  copyrights  so  that  it  can 
achieve  its  goal  of  making  Tokyo  the  in- 
formation capital  of  the  world  The  level 
of  cooperation  between  business  and 
government  allows  much  more  rapid 
development  of  on-line  systems  linking 
the  government  and  business.  Even  in 
areas  like  textiles  and  steel  which  are 
hardly  low  labor  and  high  technology, 
Japan  has  modernized  plant  and  equip- 
ment so  rapidly  that  it  is  able  to  compete 
effectively  for  world  markets  Its 
capacities  for  gathering  information  and 
cutting  through  legal  and  other  barriers 
to  effecting  new  information  systems  will 
make  it  a  formidable  competitor  in  the 
service  industries  in  the  1980s 

THE  DIMENSIONS  OF 
JAPANESE  SUCCESS 

In  the  early  1950s,  when  Japan  had 
completed  most  of  its  post-war  recovery, 
England  and  France  each  had  a  gross  na- 
tional product  two  to  three  times  that  of 
Japan.  Twenty-five  years  later,  Japan's 
gross  national  product  surpassed  that  of 
England  and  France  combined  Although 
economists  may  differ  depending  on 
what  figures  are  used,  Japan's  total  GNP 
is  already  approximately  that  of  the 
U  S  S  R.,  but  by  almost  any  measure  it  is 
likely  to  be  clearly  ahead  of  the  USSR 
by  the  mid-1980s  Its  GNP  is  approximate- 
ly one-half  of  that  of  the  U.S.,  or  about 
the  same  per  capita,  but  projections  for 
its  growth  rate  for  the  next  decade  vary 
from  about  4  to  7  per  cent,  while  those 
for  the  United  States  vary  from  about  2 
to  3  per  cent  If  the  yen  continues  to 
strengthen  as  it  did  in  the  1970s,  the  total 
value  of  Japan's  GNP  could  surpass  that 
of  the  U  S  in  the  1980s 

In  1978,  the  value  of  Japan's  industrial 
production  was  about  three-fourths  that 
of  the  United  States,  or  about  one  and 
one-half  times  that  of  the  United  States 
on  a  per  capita  basis  Japanese  gains  on 
the  United  States  in  industrial  production 
are  proceeding  much  more  rapidly  than 
its  gains  in  overall  CNP  At  present  rates, 
Japanese  industrial  production  would 
surpass  America's  by  the  mid-1980s 
These  trends  cannot  be  greatly  affected 
by  closing  the  U.S.  market  still  further 
and  opening  the  Japanese  market  still 
further,  for  Japanese  industrial  goods  are 
on  the  average  becoming  more  competi- 
tive than  American  in  other  parts  of  the 
world  For  the  past  several  years  Amer- 
ica's industrial  imports  have  been  rising 
compared  to  industrial  exports,  so  that  by 
1978  the  United  States  was  importing 
about  $5  billion  more  of  industrial  goods 
than  it  was  exporting  Japan  exported  ap- 


proximately 5>7b  billion  more  of  industrial 
.goods  than  it  imported,  but  its  primary 
outlet  for  industrial  goods  was  still  in- 
ternal rather  than  external  Far  less  than 
half  of  each  country's  trade  is  in  bilateral 
U  S  -Japanese  trade. 

Japan  has  the  manpower  to  continue 
to  perform  at  this  level  The  unemploy- 
ment rate  at  about  2  per  cent  is  one  of 
the  lowest  in  the  world,  but  it  has  a 
reserve  of  women  and  older  men  willing 
to  work  if  more  manpower  is  needed  The 
quality  of  the  science  and  mathematics 
training  in  primary  and  secondary 
schools,  by  international  tests,  is  the 
highest  in  the  world,  and  this  ensures  a 
skilled  work  force  with  a  comparative  ad- 
vantage as  Japan  moves  into  higher  tech- 
nology English  skills  of  Japanese  are  ris- 
ing rapidly,  and  around  the  world  far 
more  Japanese  than  Americans  are  be- 
coming trained  in  the  language  of  the 
country  where  they  are  working.  The 
commitment  of  the  worker  to  the  large 
firm  remains  strong,  making  the  Japanese 
work  force  one  of  the  most  highly  moti- 
vated in  the  world  A  higher  proportion  of 
the  Japanese  work  force  is  unionized 
than  of  the  American,  but  Japanese  man- 
agement works  closely  with  the  unions 
Although  the  wage  levels  are  now  at  a 
European  and  North  American  level,  the 
modernization  of  plant  facilities  and  the 
movement  into  high  technology  areas 
where  they  have  productivity  advantages 
have  enabled  productivity  increases  to 
keep  apace  with  wage  increases. 

Japan  has  the  capital  it  needs  By  1978 
fifty-eight  of  the  300  largest  banks  in  the 
world  were  American,  but  sixty-one  were 
Japanese  Of  the  top  twenty-five  banks  in 
the  world,  Japan  enjoyed  an  even  greater 
one-sided  lead  in  number  and  paid-up 
capital  The  total  cost  of  real  estate  in  the 
total  Japanese  archipelago  is  greater  than 
the  cost  of  the  total  real  estate  of  the 
United  States,  which  is  thirty  times  as 
large,  reflecting  the  great  availability  of 
capital  among  Japanese  Since  Japanese 
firms  have  a  much  higher  debt-equity 
ratio  than  American  firms,  and  because 
the  Bank  of  Japan  stands  behind  large 
commercial  banks  and  the  government 
stands  behind  the  Bank  of  Japan,  money 
is  available  for  investment  Savings  rates 
in  Japan  have  in  recent  years  exceeded 
twenty  per  cent  per  year  while  the  United 
States  has  fallen  from  six  to  four  per  cent 
Investment  ratios  in  Japan  have  been 
running  over  twice  as  large  as  in  the 
United  States  The  total  absolute  funds 
invested  in  capital  in  1978  for  plant  and 
equipment  were  already  as  great  in  abso- 
lute terms  in  Japan  as  in  the  United 
States  or  about  twice  per  capita 

The  view  of  Japan,  Inc  ,  that  Japanese 
government  and  business  are  as  close  as 
a  giant  corporation,  is  not  accurate,  but 
the  Japanese  government  does  provide  a 
sympathetic  environment  for  business  It 
has  political  stability  and  high  quality 
bureaucrats  who  place  the  highest  prior- 


1  An  RCA  Solid  State  Laser  that 
fits  through  the  eye  of  a  needle 
can  transmit  500  million  bits  of  information 
per  second  through  a  thread  of  glass.  % 


The  entire  contents  of  a  24-volume  encyclopedia  in 
3  minutes.  2500  phone  conversations  or  20  TV  m 
programs  at  the  same  time.  Staggering  amounts 
of  information  -  all  made  to  pass  through  a  tiny 
thread  of  glass  by  a  solid  state  laser  that 
radiates  light  from  an  area  one-hundredth  the  I 
size  of  the  period  at  the  end  of  this  sentence. 
The  laser,  developed  by  RCA  scientists, 
emits  a  narrow,  intense  beam  of  light 
that  can  be  efficiently  coupled  into  the  ■ 
microscopic  fibers  that  carry  the  information.  V 
Because  of  its  incredible  stability  and  small  W 
size,  RCA's  solid  state  "double  dovetail" 
laser  represents  a  significant  step  toward  M 
faster,  smaller,  more  efficient  fiber  optic  1 
communications  systems. 

The  Solid  State  Laser  is  a  product  of 
RCA  research -the  kind  of  dedicated 
research  that  has  been  a  tradition  at 
RCA  ever  since  Nipper  started  listening 
to  His  Master's  Voice.  Today,  research 
and  development  of  electronic 
products  are  funded  at  the  highest 
level  in  our  company's  history.  Our 
commitment  is,  as  it  has  always  been, 
to  the  advancement  of  technology - 
to  the  creation  of  products  that 
expand  the  human  horizon 
whether  through  a  wave  of  sound 
or  a  thread  of  light. 

©1980  RCA  Corporation 


ity  on  economic  matters  internally  and 
internationally  Decisions  in  taxation  and 
government  regulations  are  fine-tuned  to 
provide  encouragement  for  industries 
and  industrial  sectors  which  are  promis- 
ing for  Japan's  future  When  new  prob- 
lems develop,  businessmen  in  a  given 
industrial  sector  are  able  to  work  with 
each  other  and  with  bureaucrats  who 
understand  their  problem  This  provides 
much  greater  flexibility  for  dealing  with 
problems  than  in  the  regulated,  legalistic, 
and  adversarial  environment  of  the 
United  States.  Economic  interests  do  not 
take  second  place  to  international 
political  aims,  but  rather  diplomatic  initi- 
atives support  Japan's  basic  economic 
interests.  In  short,  the  judgement  by 
OECD  that  the  Japanese  growth  rate  over 
the  next  few  years  is  likely  to  be  the  high- 
est of  any  of  the  OECD  countries  seems 
well  grounded  In  addition,  given  the 
availability  of  Japanese  capital  and  tech- 
nological know  how,  one  can  expect 
Japanese  investment  around  the  world  to 
increase  greatly  in  the  80s. 

THE  CHALLENGE  OF 
JAPANESE-AMERICAN 
COOPERATION  IN  THE  80s 

Historically,  as  in  the  early  1900s  when 
Japanese  textiles  replaced  British  and 
American  in  Manchuria  and  Korea  and  in 
the  1930s  when  Japanese  economic  ad- 
vances impinged  on  America's  China 
trade,  significant  Japanese  market  pene- 
tration has  deeply  affected  Japanese- 
American  relations. 

Despite  recent  progress  in  expanding 
the  range  of  Japanese-American  commu- 
nication and  the  development  of  new  in- 
stitutional arrangements  for  dealing  with 
trade  problems,  it  will  be  difficult  to 
avoid  problems  with  Japan  over  trade  in 
the  80s,  especially  if  the  American 
economy  does  not  dramatically  improve 
It  is  not  possible  to  anticipate  all  the 
crises  that  might  exacerbate  relations, 
but  it  is  possible  to  consider  some  of  the 
broad  patterns  of  problems 

In  the  1960s  and  early  1970s,  the 
American  government  responded  vigor- 
ously to  Japanese  successes  only  after 
significant  Japanese  market  penetration 
of  America  was  already  taking  place.  Our 
government  did  not  act  vigorously  while 
Japan  protected  budding  industries  as 
quality  goods  moved  down  the  product 
cycle  in  the  domestic  market  until 
achieving  economies  of  scale.  At  this 
stage  some  individual  American  com- 
panies complained  about  access  to 
Japanese  markets,  but  this  did  not  be- 
come an  issue  until  the  product  was  sud- 
denly penetrating  the  American  market 
on  a  massive  scale  and  it  was  difficult  for 
the  American  industry  to  respond  com- 
petitively. The  result  has  been  an  Ameri- 
can pattern  of  defending  declining  in- 
dustries unable  to  compete  effectively 


rather  than,  as  in  Japan,  defending  the 
more  vigorous  advanced  industries. 

Problems  of  this  kind  will  undoubtedly 
continue  in  areas  like  steel  where  Ameri- 
can companies  will  be  unable  to  com- 
pete effectively  and  in  autos  where  some 
American  companies  may  yet  rally  to 
compete  without  a  great  deal  of  protec- 
tion The  human  problems  of  unemploy- 
ment will  create  political  pressures  from 
areas  like  Youngstown,  Pittsburgh, 
Detroit,  and  Akron.  As  in  England,  the 
gradual  decline  in  American  personal  in- 
come and  the  necessity  of  increasing 
taxes  to  maintain  social  services  because 
of  declining  profits  are  not  likely  to  lead 
to  a  deterioration  of  international  rela- 
tions. Many  multinationals  will  be  able  to 
adjust  to  America's  industrial  decline  by 
increasingly  moving  sourcing  off-shore, 
but  in  the  American  market  they  may 
face  some  increasingly  difficult  prob- 
lems As  Japanese  trading  companies  ex- 
pand their  influence  in  the  United  States, 
for  example,  American  multinationals 
will  have  the  tough  choice  of  deciding 
whether  to  continue  paying  high  divi- 
dends and  losing  market  shares  or 
accepting  very  low  profit  margins  as  Jap- 
anese trading  companies  do,  thus  en- 
dangering the  support  of  stockholders.  In 
any  case,  as  unemployment  in  heavy  in- 
dustry increases  and  unemployment  in- 
surance is  exhausted,  one  can  expect 
growing  resistance  to  further  import  of 
Japanese  products  in  some  mature  indus- 
tries. On  the  Japanese  side  one  can  ex- 
pect an  effort  to  adjust  to  American  sen- 
sitivities while  continuing  to  expand  mar- 
ket share  over  the  long  haul 

In  the  case  of  high  technology,  the 
lessons  of  past  Japanese  success  have 
created  a  new  situation  American  high 
technology  firms,  observing  what  has 
happened  to  television,  are  less  willing  to 
accept  Japanese  protectionism  in  the  ear- 
ly stages  of  product  development  Jap- 
anese leaders,  recognizing  the  need  to 
develop  low  energy-intensive  high  tech- 
nology, and  observing  the  success  of  their 
programs  of  protecting  maturing  indus- 
tries in  the  past,  and  the  lack  of  American 
constancy  in  pursuing  policies  over  the 
years,  are  not  about  to  abandon  their 
policy.  Since  telecommunications  in 
Japan  are  in  the  hands  of  government 
and  semi-government  agencies  and  firms 
and  since  government  procurement  is  im- 
portant in  the  computer  field,  the  Jap- 
anese government  is  unlikely  to  become 
completely  open  in  these  two  fields.  New 
American  demands  to  end  Japanese 
protectionism  more  rapidly  in  high 
technology  fields  will  present  formidable 
problems  for  the  80s 

These  problems  are  likely  to  be  ex- 
acerbated by  international  political  prob- 
lems where  economic  interests  diverge, 
as  when  the  U.S.  makes  an  effort  to  use 
economic  sanctions,  as  for  example  in 
the  case  of  Iran  and  the  USSR  Such  ef- 
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forts  to  impose  economic  sanctions  will 
not  only  take  their  toll  on  American  c  om- 
panies which  decide  that  the  uncertain- 
ties of  trade  with  the  Communist  coun- 
tries and  areas  of  political  instability  are 
not  worth  the  risks  They  will  take  their 
toll  on  allies  like  Japan  which  are  asked 
to  join  in  sanctions  which  they  see  as  in- 
consistent with  their  access  to  oil  and 
other  resources  or  markets. 

The  potentialities  of  conflict  are  likely 
to  be  fueled  by  Japanese  insularity  and 
American  mismanagement.  The  slowness 
of  Japan  in  internationalizing  since  the 
1960s  makes  Japan  vulnerable  to  Ameri- 
can criticism  Americans  are  not  persuad- 
ed, for  example,  that  product  testing  in 
Japan  which  often  goes  beyond  the  con- 
ventional bounds  of  North  America  and 
Europe  is  used  only  to  enforce -product 
standards  In  the  case  of  the  Japanese 
domestic  market,  the  difficulty  of  a  new 
entrant,  particularly  a  foreign  entrant,  in 
breaking  into  the  market,  and  the  variety 
of  difficult  licensing  procedures  create  a 
feeling  among  foreigners  that  if  it  were 
really  in  Japanese  national  interest, 
Japan  would  move  with  alacrity  to  make 
the  interna!  marketing  more  accessible, 
just  as  it  moves  externally  to  obtain  need- 
ed energy  supplies  Only  in  Japan,  for  ex- 


ample, has  it  been  impossible  for  an  in- 
ternational newspaper  to  be  permitted  to 
insert  an  English  language  supplement  in 
a  Japanese  newspaper.  Japan  is  unusual, 
for  example,  in  denying  the  opportunity 
of  foreign  lawyers  to  take  part  in 
Japanese  court  proceedings.  Despite  very 
substantial  progress  on  the  Japanese  side 
in  recent  years,  as  more  American  busi- 
nessmen learn  Japanese  and  break 
through  initial  barriers  to  market  penetra- 
tion, they  often  find  new  barriers  Rarely 
in  any  major  non-Communist  country 
does  the  community  of  resident  foreign 
businessmen  feel  more  genuinely  unwel- 
come by  the  local  business  community 
These  feelings,  like  Japanese  annoyance 
at  ill-informed  American  pressures,  cre- 
ate the  potential  for  serious  emotional  re- 
sponses on  both  sides. 

On  the  American  side,  within  the 
American  government  there  is  not  a 
single  official  with  proper  training  in  Jap- 
anese language,  culture,  and  govern- 
mental structure  who  has  been  working 
continuously  over  many  years  on  the 
strategic  problems  in  dealing  with 
Japanese  trade.  American  officials  who 
handle  problems  of  Japanese  trade  have 
often  performed  their  work  with  distinc- 
tion but  they  lack  the  institutional  sup- 


port and  analytic  work  needed  to  per- 
form their  work  optimally  When  prob- 
lems are  not  severe,  no  important  offi- 
cials in  Washington  concern  themselves 
with  these  issues  When  problems  arise, 
prominent  officials  are  suddenly  brought 
on  stream  and,  lacking  adequate  under- 
standing of  the  internal  workings  in 
Japan,  often  have  little  alternative  but  to 
put  more  pressure  on  the  Japanese,  hop- 
ing that  more  pressure  would  solve  the 
problem.  As  the  Japanese  have  gained  in- 
creasng  confidence  in  their  economic 
capacity,  they  are  increasingly  reluctant 
to  continue  yielding  to  American 
pressures. 

Despite  enormous  efforts  toward  inter- 
nationalizing by  many  Japanese  officials 
and  despite  heroic  efforts  by  many 
American  officials  to  respond  properly  to 
Japanese  problems,  it  is  doubtful  that 
Japanese  liberalization  and  the  depth  of 
American  understanding  are  increasing 
as  rapidly  as  the  demands  that  will  be 
made  upon  them  in  the  80s 

As  difficult  as  it  may  be  to  avoid  some 
serious  strains  in  Japanese-American  rela- 
tions, the  maintenance  of  an  inter- 
national economic  and  political  order  in 
the  1980s  will  rest  most  heavily  on  the 
level  of  cooperation  between  the  United 
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Three  centuries  ago,  Louis  XIV  discovered 

the  subtle  flavor  of  SOY  SAUCE. 

Today,  KIKKOMAN  is  a  favorite  the  world  over. 


Over  300  years  ago,  the  Dutch  brought  soy  sauce 

to  Europe  in  fine  china  bottles.  Chefs  at  the  Court  of  Louis 

XIV  of  France  soon  discovered  the  subtle  seasoning 
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of  the  Orient,  and  a  closely  guarded  secret  ingredient. 

Today,  Kikkoman  is  an  all-purpose  seasoning  enjoyed 

throughout  the  world. 
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brewing  plant  in  Walworth,  Wisconsin. 
The  "secret  ingredient"  of  Louis  XIV  has 
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of  discriminating  palates  the  world  over. 
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around  the  world;  while  in 
a  new  departure,  Nikko  led  the 
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leaders  from  all  over  the 
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States  and  Japan  Given  the  continued 
decline  of  America's  proportion  of  world 
trade  and  industrial  production  around 
the  world,  our  capacity  to  dominate 
international  economic  decision-making 
is  already  declining  rapidly  We  will  need 
the  cooperation  of  EEC,  but  EEC  is  sub- 
ject to  such  differing  national  interests, 
that  although  its  total  economic  level 
may  be  comparable  to  Japan's,  it  will  not 
have  the  centralized  leadership  to  take 
the  initiative  in  dealing  with  international 
issues  in  the  same  way  that  is  possible  for 
the  United  States  and  Japan  Together 
Japan  and  the  United  States  will  con- 
stitute about  two-thirds  of  the  free 
world's  gross  national  product  Given  the 
problems  the  world  is  likely  to  face  in  the 
1980s,  it  is  difficult  to  imagine  how  the 
world  can  deal  effectively  with  economic 
issues  without  a  very  high  level  of 
cooperation  between  Japan  and  the 
United  States.  As  Japan  begins  to  take  a 
role  in  international  politics  comparable 
to  its  economic  power,  we  cannot  expect 
it  simply  to  respond  to  American  initia- 
tives and  we  will  have  to  make  some 
adaptations  to  an  elitist  bureaucratic 
style  that  likes  to  consider  issues  careful- 
ly and  thoroughly  before  responding 

TOWARD  A  NEW  VISION: 
THE  AMERICAN  RESPONSIBILITY 

Just  as  multinational  corporations  are 
moving  to  new  levels  of  international 
cooperation  so  that  it  is  no  longer  pos- 
sible to  distinguish  which  products  came 
from  which  countries,  or  which  decision 
was  made  in  which  country,  so  in  interna- 
tional affairs,  groups  of  Japanese  and 
American  specialists  in  different  areas  of 
world  politics  will  have  to  develop  still 
higher  levels  of  joint  cooperation  in  at- 
tacking world  problems  How  should 
America  adjust  its  thinking  and  organiza- 
tion for  dealing  with  this  new  era? 

1  Given  the  general  competitiveness 
of  the  American  economy,  we  must  be 
prepared  to  accept  a  smaller  market 
share  of  the  world  economy.  Stronger 
competition  will  come  not  only  from 
Japan,  but  from  the  newly  reinvigorated 
economies  of  Western  Europe  and  newly 
industrializing  powers.  Even  if  America 
were  to  revive  effectively  it  would  take  at 
least  several  years  to  have  an  impact  and 
in  the  meantime,  we  should  adjust  to  a 
decreasing  economic  share  and  a  smaller 
international  political  role 

2.  We  should  strengthen  our  program 
ot  planning  and  readjustment  for  in- 
dustries which  are  being  priced  out  of  in- 
ternational competition,  and  for  the 
workers  who  are  thus  affected.  To  wait 
until  the  plant  or  sizable  share  of  the 
market  is  suddenly  failing  and  then  close 
down  without  careful  planning  for  the  re- 
training and  relocation  of  workers  will 


Attentiveness. 
Part  of  every  JAL  flight. 


The  Japanese  word  for  passenger 
also  means  honored  guest.  And  it 
is  the  attentiveness  to  our  guests 
that  makes  a  Japan  Air  Lines  flight 

such  a  marvelous  experience. 
You'll  be  greeted  with  a  shy  smile 

by  a  flight  attendant.  (You'll 
treasure  the  warmth  of  that  smile 


the  rest  of  your  days.)  You'll  be 
offered  wines  from  the  world's  best 
vineyards,  sophisticated  cuisines 
of  the  Continent  and  an  array  of 
Japanese  delicacies  that  will  tempt 
the  palate  and  dazzle  the  eye. 
Attentiveness  also  means  a  hot 
oshibori  towel  so  you  can  freshen 
up  without  getting  up.  Or  a  pillow 
that  appears,  seemingly  by  magic, 

before  you  can  ask  for  it. 
Come,  be  our  passenger  and  our 
honored  guest. 
Gohairyo.  Attentiveness. 
Because  we  never  forget  how 
important  you  are. 


The  way  we  are  is 
the  way  we  fly. 


UARAISI  AIR  LINES 


THINKING  LONG-TERM? 
COME  TO  THE  SPECIALISTS. 

Come  to  the  Long-Term  Credit  Bank  of  Japan. 
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You'll  find  our  staff  of  international  financial  experts 
helpful,  courteous  and  cooperative.  Because  we  are  an  independent 
bank  with  no  major  financial  affiliations,  we  can  offer  you  just 
the  kind  of  comprehensive  and  unprejudiced  information  you  will 
need  for  business  with  Japan. 

Coming  to  terms  with  the  LTCB  is  one  of  the  best  ways  there 
is  of  coming  to  terms  with  Japan. 

In  the  long  term,  the  best  choice 
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lead  to  serious  economic  and  psy- 
chological hardships  on  the  people  con 
<  erned  and  it  will  lead  to  severe  politic  al 
pressures  from  those  who  might  later  be 
affected.  Efforts  should  be  made,  as  in 
Japan,  to  modernize  the  industries  whi<  h 
are  facing  fiercer  competition  from 
abroad  in  order  to  salvage  what  can  be 
salvaged  to  keep  abreast  of  international 
changes.  Less  effort  should  be  expended 
to  keep  alive  outdated  companies  and 
more  to  assist  companies  modernize 
before  they  have  badly  fallen  behind. 

3  A  national  industrial  policy  is  need- 
ed in  order  to  maintain  the  competitive- 
ness of  the  technology  and  production  in 
America  This  is  necessary  to  maintain 
balanced  international  trade,  a  low  un- 
employment rate,  and  a  secure  employ- 
ment environment  Given  international 
competition  and  the  impossibility  of  ef- 
fectively stopping  the  flow  of  American 
capital,  technology,  and  production 
facilities  offshore  (except  by  allowing  on- 
ly foreign  companies  to  take  over  these 
roles),  the  United  States  needs  an  effec- 
tive industrial  policy  We  need  a  govern- 
ment policy  which  promotes  and  sup- 
ports research  and  development,  which 
gives  tax  incentives  to  investment  in  in- 
dustries which  are  likely  to  be  com- 
petitive in  the  future,  which  encourages 
companies  to  keep  and  train  and  retrain 
employees  in  industries  undergoing  tran- 
sition. We  need  to  revise  our  notions  of 
antitrust  to  permit  greater  cooperation 
between  companies  in  a  given  industrial 
sector  and  between  these  companies  and 
government  officials  responsible  for  the 
development  of  that  sector  We  need  to 
train  a  new  cadre  of  specialized  high 
quality  bureaucrats  capable  of  working 
with  private  enterprise  and  labor  to  pro- 
vide stimulus  for  the  economy  as  a 
whole  In  this  complex  international  era, 
not  to  use  an  industrial  policy  as  Japan 
and  most  of  the  European  countries  do  is 
analogous  to  large  companies  not  taking 
advantage  of  computer  systems  for  infor- 
mation control 

4  American  management  must  ex- 
pand its  efforts  to  gain  the  positive 
cooperation  of  labor  and  the  labor  move- 
ment. Japan's  success  with  labor  comes 
not  from  trying  to  eliminate  labor  unions, 
for  a  higher  proportion  of  workers  are 
unionized  than  in  the  United  States  Nor 
does  it  come  from  formal  procedures  like 
having  workers  on  management  boards 
or  granting  stock  options  It  comes  from 
developing  close  informal  relations  be- 
tween management  and  workers,  devel- 
oping programs  in  their  interests,  and,  as 
in  many  new  programs  in  the  United 
States,  taking  advantage  of  their  sugges- 
tions in  work  organization. 

5  American  government  in  all  spheres 
and  American  companies  need  to  have 
specialists,  more  familiar  with  Japanese 
conditions,  who  can  handle  the  Japanese 
language,  and  interact  informally  with 


Japanese  business  and  government  of- 
ficials Companies  with  such  personnel 
can  often  create  and  seize  new  oppor- 
tunities which  would  not  have  been  con- 
ceived by  companies  without  such 
specialties  Whereas  )apan  has  about 
10,000  company  representatives  in  the 
United  States,  most  of  whom  speak 
English,  the  United  States  has  about  900 
such  representatives  in  Japan,  most  of 
whom  do  not  speak  Japanese  Americans 
cannot  expect  to  have  equal  access  to 
market  when  they  do  not  make  the  same 
degree  of  effort 

6  Where  Japanese  barriers  retard  pen- 
etration into  the  Japanese  market, 
whether  through  formal  quotas,  delayed 
granting  of  permissions,  unequal  rules, 
particularly  applicable  to  foreign  com- 
panies, discriminatory  market  practices, 
reluctance  to  admit  foreigners  into 
Japanese  circles,  or  administrative  guid- 
ance, the  United  States  should  maintain 
consistent  long-term  programs  with  mea- 
sured reciprocal  responses  rather  than 
wait  until  conditions  become  highly 
heated  up  and  applying  urgent  pressure 

THE  JAPANESE  RESPONSIBILITY 

If  I  were  asked  by  the  Japanese  how  to 
prepare  for  the  1980s,  I  would  suggest  the 
following: 

1  Japan  should  move  ahead  of  foreign 
pressures  in  reducing  problems  of  market 
entry  into  Japan  Many  Japanese  prac- 
tices developed  in  the  early  period  after 
World  War  II  were  in  the  context  of  pro- 
moting exports  and  preventing  foreign 
penetration  of  goods  and  capital.  Despite 
some  efforts  and,  more  recently,  very 
substantial  changes,  this  earlier  spirit  and 
the  institutional  arrangements  which  em- 
bodied it  have  not  entirely  dissipated 
Many  small  rules  about  licensing  and 
marketing  as  well  as  administrative  guid- 
ance can  be  used  to  make  it  difficult  for 
foreign  companies  to  locate  and  prosper 
in  Japan  Until  now,  the  Japanese  govern- 
ment makes  changes  only  under  consid- 
erable pressure  and  the  result  is  to  allow 
pressures  to  build  up  This  has  helped 
maintain  internal  Japanese  consensus  for 
internal  interest  groups  do  not  have  to 
fight  it  out  to  the  end  but  simply  wait  un- 
til foreign  pressures  build  up  until  there  is 
no  other  choice  Until  now,  the  Japanese 
have  generally  calculated  carefully  the 
amount  of  pressure  from  abroad  and 
yielded  only  at  the  last  minute  when  it 
was  clearly  in  their  interest  to  do  so  This 
has  built  up  a  reserve  of  foreign  resent- 
ment which  cannot  be  dissipated  by 
public  relations  This  is  already  leading  to 
a  certain  amount  of  protectionism  in 
Europe  and  America,  but  as  it  rises  to 
higher  levels,  the  protectionist  impulses 
in  Europe  and  America  particularly  could 
grow  much  more  serious  It  is  difficult  for 
Japan  to  achieve  internal  consensus,  but 
it  is  obviously  in  Japan's  and  the  world's 
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PRESTIGE  IS 
THE  PALACE 
BY  THE  PALACE 


Prestige  begins  at  the  Palace  Hotel  It's  the 
ideal  base  for  your  business  trip 

A  home  from  home  where  you're  in  charge 
Our  superbly  trained  staff  is  at  your  service 
Try  us  for  service.  Try  us  for  our  cuisine 
We're  the  Palace  Hotel,   right  by  the 


Imperial  Palace 
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Masao  Yoshihara:  President  &  General  Manager 
1-1-1  Marunouchi,  Chiyoda-ku,  Tokyo,  Japan    Tel  (03)  21  1-521  1 
Telex:  0222-2580  Palace  J    Cable:  PALACEHOTEL  TOKYO 

Associate  Member  of  CIGAHOTELS 
Our  Representatives: 

UTELL  INTERN  AT  ION  AL/Ca  II  800-223-9868  toll  free  (Continental  U  S  only) 
New  York-Tel  (212)  757-2981  &  other  maior  cities  in  Europe 
LOEW  S  REPRESENTATION  INTERNATIONAL.  INC./ 

Call  800-232-2169  toll  free  (Continental  U  S  only)     Los  Angeles-Tel  (213)  843-3070 

*   Member  of  Golden  Tulip  Hotels 


THE  LONG-TERM  FINANCE  SPECIALISTS  

Expanding  in  Los  Angeles 


From 
a  strong 
base 

we  at  NCB  are  moving 
to  expand  our  services 
in  the  United  States 
by  upgrading  our  Los  Angeles 
Representative  Office 
to  an  Agency. 


OUR  STRONG  BASE 

•  Assets  of  US$26  billion, 
ranking  us  among  the  top 
50  banks  in  the  world. 

•  Our  position  as  one  of 
Japan's  three  specialized 
long-term  credit  banks. 

•  Operations,  as  a  wholesale 
bank,  in  the  world's 
major  financial  centers. 


OUR  LOS  ANGELES  AGENCY 

•  Opening:  February  1980 

•  General  Manager:  Shigetaka  Matoba 

•  Address: 

800  Wilshire  Boulevard,  Suite  1460 
Los  Angeles,  California  90017,  U.S.A. 
Tel:  213-629-5566 
Telex:  674377  NCBLAX  LSA 

OUR  NEW  YORK  BRANCH 

•  General  Manager:  Kazuo  Mizuno 

•  Address: 

2  Wall  Street,  New  York, 

N.Y.  10005,  U.S.A. 

Tel:  212-285-8787 

Telex:  (Domestic)  1 29229  NCBNYK 

(International)  232496  NCBN  UR, 
423621  NCBN  Ul 


Nippon  Credit  Bank 

13-10.  Kudan-kita  1-chome.  Chiyoda-ku.  Tokyo  102.  Japan 
Tel  03  263-1 1 1 1    Telex  J26921 .  J28788  NCBTOK 


interest  for  Japan  to  open  its  market  be- 
fore foreign  pressures  reach  higher  levels 

2.  Since  Japan  is  so  effective  in  inter- 
national competition  and  international 
trade,  it  should  bend  over  backwards  to 
avoid  practices  which  are  vulnerable  to 
foreign  criticism  A  country  which  is  do- 
ing well  is  easily  singled  out  when 
pressure  is  on  Japan  should  make  an  ef- 
fort to  reduce  the  double-pricing  where 
goods  are  sold  for  higher  prices  in  Japan 
than  abroad,  where  foreign  goods  in 
Japan  are  marketed  only  at  extremely 
high  mark-ups  They  should  move  quick- 
ly to  establish  common  standards  of  pro- 
duct safety  and  quality  so  that  foreign 
goods  could  be  tested  before  being  sent 
to  Japan  Maintenance  of  obscure  unspe- 
cified standards  create  foreign  ill-will  that 
will  not  easily  be  dissipated 

3.  Japan  should  move  from  only  pur- 
suing narrow  self-interest  in  the  in- 
ternational arena  to  accepting  more  re- 
sponsibility for  the  success  of  other  coun- 
tries especially  for  stabilizing  world 
energy  and  currency  markets  and  im- 
proving the  standard  of  living  of  the 
southern  sphere  of  countries  In  general, 
Japan's  foreign  aid  has  been  much  more 
closely  tied  to  the  immediate  economic 
self-interest  of  Japan  than  has  been  the 
foreign  aid  of  other  major  European  and 
American  countries  Japan's  Fukuda  doc- 
trine in  Southeast  Asia  is  a  sterling  exam- 
ple of  Japan's  efforts  to  play  a  larger  po- 
sitive role  in  regional  development 
beyond  Japan's  immediate  self-interests 
As  Japan  increases  its  economic  power,  it 
will  be  tempting  to  develop  a  stronger  in- 
dependent assertion  of  national  interest, 
but  it  will  be  in  Japan's  long-term  in- 
terests to  use  this  increased  leverage  to 
strengthen  international  organizations 
and  international  peace-keeping  efforts 
With  its  talented  bureaucracy,  which  has 
an  unusual  capacity  for  integrated  long- 
range  planning,  Japan  has  the  potential 
for  playing  a  highly  stabilizing  role  com- 
pared to  America,  which  is  subject  to 
greater  changes  in  response  to  internal 
political  pressure 

In  some  cases,  Japan's  national  inter- 
est will  not  be  the  same  as  America's. 
Given  its  total  dependence  on  energy  im- 
ports, Japan  will  make  more  concessions 
to  Middle  Eastern  countries  than  the 
United  States  Given  its  low  level  of  mili- 
tary investment,  it  is  likely  to  be  less 
ready  to  challenge  the  Soviet  military 
directly 

Despite  all  these  problems,  no  two  na- 
tions have  more  in  common  in  terms  of 
the  need  and  capacity  for  maintaining  in- 
ternational order  Given  the  importance 
of  the  relationship,  we  will  need  better  in- 
ternal management  of  economic  affairs 
and  higher  priority  placed  on  profes- 
sional management  of  external  economic 
affairs 
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Uncramp 

Travel 
Lifestyle. 

At  the  new  Miyako 
Hotel  Tokyo. 

Your  next  trip  to  Tokyo  may 
be  crammed  with  places  to  go, 
people  to  see  and  things  to  dis- 
cuss. But  your  hotel  shouldn't 
feel  die  same  way. 

At  the  new  Miyako  Hotel 
Tokyo,  you  can  relax  in  the  spa- 
cious comfort  of  our  500  guest 
rooms  and  suites.  Go  for  a  re- 
freshing swim  in  our  indoor 
swimming  pool.  Unwind  in  a 
relaxing  sauna  after  a  quick 
workout  in  our  health  club. 

There's  more. 
You'll  also  find: 


8  distinctive  restaurants, 
a  bar  and  cocktail  lounges 

A  grand  ballroom 
with  simultaneous  translation  facilities 

9  medium  and  small  banquet  rooms 

Almost  six  acres 
of  beautifully  landscaped 
Japanese  gardens 


mm 


We're  nesded  in  one  of  Tokyo's  exclusive  residential  districts, 

minutes  away  from  the  downtown  area 
Whether  you're  doing  business  or  just  vacationing,  there's  one 
place  you'll  always  enjoy  personalized  service 
in  an  uncramped  atmosphere.  And  thaf  s  at  our  place  — 
the  new  Miyako  Hotel  Tokyo. 


Miyako  Hotel  Tokyo 


For  Reservations  and  Information: 
1  SO,  Shiroganedai  1  -chome,  Minato-ku,  Tokyo  108,  Japan 
Phone:  03-447-3111  Telex:  242-3111  MYKTKY  .1  Cable  Address:  MIYAKO  TKY 
Member  of  Distinguished  Hotels  of  the  World:  Robert  F.  Warner,  Inc,  71 1  Third  V  venue, 
New  York,  N.Y.  10017  Reservation  Office:  N  Y.  212-087-5750 


MITSUBISHI 

INNOVATION  FROM  THE  INSIDE  OUT.  SiWoSs 

1400  cc  engine  and  4-speed  manual 
transmission.  Use  this  number  for  comparisons. 
Your  mileage  may  vary  depending  on  speed, 
trip  length  and  weather.  Actual  highway 
mileage  will  probably  be  lower  than 
the  highway  estimate. 
California  estimates 
are  lower. 


The  first  car  of  the  1980's  to  be 
rated  #1  in  gasoline  fuel  economy 
was  built  by  Mitsubishi.  To  earn 
that  rating,  we  relied  upon  our  tra- 
dition of  engineering  innovation. 

The  innovation  began  inside 
with  the  MCA-JET  system.  This  ex- 
clusive engine  design  features  a 
third,  or  "jet,"  valve  that  injects  an 
exira  swirl  of  air  into  the  combus- 
tion chamber  for  more  efficient 
fuel  combustion  and  excellent 
performance.  Nothing  like  it  exists 
in  any  other  car! 

Mitsubishi-built  cars 
Chrysler-Plymouth  a 


Outside,  we  designed  the 
smooth-skin  bodyshell  that  is  not 
only  aesthetically  pleasing,  but 
almost  aerodynamically  perfect. 

No  automaker  is  more  aware 
of  the  challenges  the  nineteen- 
eighties  have  in  store. 

At  Mitsubishi,  our  answer  is 
to  design  with  innovation  — 
from  the  inside  out. 


MITSUBISHI 

MOTORS  CORPORATION 


are  sold  exclusively  at 
nd  Dodge  dealerships. 


How  do  you  succeed  in  business  if  you  happen  to  be  Royal  Little's  son? 
If you're  financing  Up-And-Comers  like  Arthur  Littles  Narragansett 
Capital  does,  you  can  study  your  father's  mistakes. 


Like  father,  like  son 
well,  not  quite 


The  Up-And-Comers 


^resident  Arthur  D  Little  of  Narragansett  Capital 

'Time  and  time  again  we  threw  good  dollars  after  bad." 


'Masonry  Systems!"  says  President  Ar- 
hur  D.  Little  of  Narragansett  Capital 
lorp.,  like  a  coach  reminding  his  team  at 
lalftime  of  an  ignominious  defeat.  "Al- 
nost  identical  to  a  mistake  we  made  ten 
rears  before!  I  thought  to  myself,  'God, 
his  is  really  dumb!' 

"There  were  so  many  parallels,"  he 
;oes  on.  "One  company  was  in  light- 
veight  aggregates  for  concrete.  The  oth- 
:r  was  in  preassembled  masonry  walls, 
loth  products  were  new  concepts  at  the 
ime.  Both  were  being  sold  to  the  con- 
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struction  trade  through  architects — be- 
cause they  had  to  be  specified  in  order  to 
be  used.  So  both  needed  a  couple  of  years 
to  get  accepted  sufficiently  to  cover  their 
costs.  Both  had  labor  union  problems. 
And  both  were  startup  companies.  A 
pretty  rocky  road!" 

Yes,  there  really  is  an  Arthur  D.  Little, 
same  name  as  the  big  consulting  firm,  a 
grandnephew  of  the  late  founder  and  a 
son  of  the  famous  Royal  Little.  A  distin- 
guished business  lineage,  that.  Arthur  D. 
leans  back  in  his  chair  and  smiles,  look- 


ing elegantly  Edwardian  with  his  clipped 
beard,  mustache  and  fulsome  head  of 
hair.  He  continues  the  story  of  his  lesson 
ill-learned.  "But  you  know  this  Masonry 
Systems  guy  was  a  real  salesman,"  he 
says.  "He  could  make  you  believe  you 
could  walk  right  out  on  the  bay  out  there! 
I  mean  it  was  a  great  presentation — slide 
show,  sound,  the  whole  thing.  You 
know,  pretty  difficult  to  resist.  But  we've 
gotten  a  little  bit  better  about  that  kind 
of  thing  now." 

That  he  has.  Narragansett  Capital's 
$67  million  in  total  investments  makes 
it  the  largest  publicly  held  small  business 
investment  company  (SBIC)  in  the  na- 
tion. It  was  started  and  managed  for  17 
years  by  Arthur  Little's  father,  founder  of 
shrewdly  acquisitive  Textron  and  surely 
one  of  the  most  astute  and  widely  experi- 
enced businessmen  of  our  time.  But  until 
his  son  Arthur  took  over  the  helm  in 
1976,  Narragansett  Capital  had  been  a 
bitter  disappointment  to  shareholders.  A 
second  Textron  it  was  not. 

For  the  first  decade  of  its  existence 
Narragansett  showed  a  mere  2.2%  on 
stockholder  investment;  the  record 
through  1975  was  marginally  better  but 
still  erratic.  So  what  if  Royal  Little  and 
his  team  were  doing  loads  of  venture- 
some and  promising  deals  backing 
emerging  growth  companies?  The  occa- 
sional gem  in  Narragansett's  portfolio, 
like  American  Television  &  Communi- 
cations (now  Time  Video,  the  second- 
largest  CATV  operation  in  the  country), 
was  pretty  to  look  at  but  of  little  direct 
value  to  shareholders  who  couldn't  reach 
into  that  portfolio  and  buy  or  sell  Ameri- 
can Television  as  they  chose.  As  a  result, 
like  most  other  public  SBICs  (and  mutual 
funds),  Narragansett  sold  for  years  at  a 
discount  from  per-share  net  asset  value. 
But  Narragansett's  discount  actually  got 
as  high  as  80% !  A  dollar's  worth  of  assets 
for  20  cents. 

Since  Arthur  took  over  in  1976,  how- 
ever, Narragansett's  net  realized  income 
has  leaped  from  $294,000  to  $8.7  million 

117 


(despite  an  investment  loss  of  $1.3  mil- 
lion last  year!  and  shareholder  dividends 
from  just  50  cents  a  share  to  $4.07  (ad- 
justed for  two  10%  stock  dividends  in 
1978-79).  Not  surprisingly  the  stock  qua- 
drupled in  value  during  that  period  to  25. 

Today  Narragansett  ranks  among  the 
best  in  the  venture  capital  business  in 
terms  of  return  on  investment,  despite 
some  disadvantages  arising  from  its  pub- 
lic status.  "For  the  last  three  years  or  so 
we've  been  running  a  cumulative  rate  of 
return  on  shareholder  investment  in  the 
low  20%  bracket,  which  is  about  what 
Donaldson,  Lufkin  &  Jenrette  has  been 
showing  on  its  Sprout  Fund  venture  cap- 
ital portfolios,"  says  Little. 

"Now,  of  course,  since  they're  a  part- 
nership their  partners  get  some  tax-shel- 
ter advantages  from  any  turkeys  in  their 
portfolio.  In  contrast,  our  shareholders 
don't — capital  losses  don't  flow  through 
to  them.  See,  as  of  Apr.  1,  1978,  we're 
now  a  regulated  investment  company, 
which  means  that  all  the  ordinary  in- 
come we  get  in  dividends  and  interest, 
net  of  our  overhead  costs,  is  paid  right 
through  to  shareholders.  So  our  rate  of 
return  is  really  what  we  make  on  capital 
gains.  And  we've  done  quite  well  in  that 
area  recently." 

Even  more  cheering  to  shareholders 
was  getting  a  piece  of  the  action  in  one  of 
Narragansett's  most  successful  invest- 
ments. In  the  spring  of  1978,  Time  Inc. 
offered  1.55  shares  of  cumulative  pre- 
ferred stock  or  $50  a  share  in  cash  for 
American  Television  &  Communica- 
tions. Little  spun  off  American  Televi- 
sion shares  on  a  l-for-10  basis  to  Narra- 
gansett shareholders  so  that  they  had  the 
option  individually  of  taking  cash  (and 
paying  the  capital  gains  tax)  or  Time 
stock  (and  deferring  the  tax)— an  imagi- 
native maneuver  he  hopes  to  repeat 
when  circumstances  warrant. 

Little  tries  to  be  modest  about  all  this, 
pointing  out  that  he  was  only  reaping  the 
fruits  of  earlier  investments.  "I  like  to 
compare  running  a  venture  capital  com- 
pany to  being  in  the  macadamia  nut 
business,"  he  says.  "You  plant  a  bunch  of 
trees.  Those  that  are  sick  die  very  quick- 
ly. From  those  that  are  healthy  you  get  a 
cash  crop  seven  years  later.  Now  if  you're 
a  partnership,  those  first  seven  years  are 
a  great  tax  shelter.  But  being  a  publicly 
held  company,  our  shareholders  don't  get 
any  benefit  from  investment  losses  in 
terms  of  tax  savings.  They  just  have  to 
have  the  patience  to  wait  for  the  orchard 
to  mature  to,  where  you  have  a  proper 
ratio  of  goodies  to  turkeys.  Now  if  you're 
real  good  that  ought  to  take  you  about  7 
years.  It  took  us  about  15  years.  It's  a  lot 
harder  than  it  looks." 

Why  had  Narragansett  been  so  slow  to 
harvest  profits  from  backing  would-be 
Up-And-Comers?  Why,  despite  the  sea- 
soned experience  and  undoubted  bril- 
liance of  his  father?  Arthur  asked  himself 
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these  questions.  Finally  he  asked  his 
wife,  Janice  Leeming,  who  was  studying 
for  her  M.B.A.,  to  do  a  case-by-case  his- 
tory of  how  Narragansett  spent  what  is 
now  over  $100  million  financing  119 
companies.  He  asked  her  to  break  those 
investments  down  into  three  categories: 
startups,  leveraged  buyouts  and  expan- 
sion-capital financings. 

One  thing  was  instantly  apparent. 
"Where  we  made  our  money  was  on  lev- 
eraged buyouts,"  says  Little.  "Backing 
good  solid  managers  with  a  particular 
niche  in  an  industry.  Nothing  very  spec- 
tacular but  a  good  chance  for  a  very  good 
return  on  investment.  It's  like  mortgage 
on  a  house. 

"Startup  financings  were  another  mat- 
ter. After  backing  20  to  25  separate 
brand-new  companies  we  were  $4  mil- 
lion in  the  hole.  Well,  actually  we  had 
one  startup  financing  since  then  where 
we  made  $1.3  million,  so  we're  $2.7  mil- 
lion in  the  hole.  So  that  told  us,  'Hey, 
folks,  you're  not  very  good  at  this!'  " 

But  why  not?  Why  didn't  more  of  the 


"I  tend  to  be  a  little  too  quick 
on  the  trigger.  I'll  sometimes 
back  the  wrong  person  be- 
cause I  get  charmed  by  a  hel- 
luva good  salesperson.  So 
what  you  do  is  you  have  a 
couple  of  people  who  work 
with  you  who  are  very  good 
detectives." 


startups  work  out?  That  was  a  bit  trick- 
ier to  answer.  "Take  Codata,  one  of  our 
largest  losses,"  says  Little.  "That  wasn't 
the  usual  mistake  of  backing  the  wrong 
person,  because  the  people  in  this  in- 
stance were  really  pretty  talented.  What 
happened  there  was  we  were  trying  to 
finance  a  small  company  in  much  too 
large  a  market — computerized  building 
controls.  It's  just  egotistical  to  finance  a 
technological  advance  in  that  large  a 
market.  At  the  time  the  Small  Business 
Administration  would  let  us  invest  no 
more  than  $2.2  million  in  one  com- 
pany— today  it's  $3.7  million.  Well,  who 
was  Codata  going  to  compete  with? 
Honeywell,  Johnson  Controls — people 
like  tbat.  We  simply  couldn't  have  stayed 
with  it  in  terms  of  supplying  enough 
financing.  There  was  a  real  strategy  mis- 
take also.  They  were  concentrating  their 
efforts  in  the  city  of  New  York  based  on  a 
law  that  had  been  passed  there.  Fire  Law 
5  mandated  Codata's  kind  of  fire  alarm 
system,  but  the  law  was  killed  by  the 
construction  lobby.  So  that's  another  les- 
son. Don't  finance  companies  that  are 
selling  to  legislated  markets  rather  than 
need  markets— markets  where  people 
have  to  have  your  product  rather  than 
want  to  have  your  product. 
"Or  Etec,  a  company  we  made  a  pretax 


profit  of  $1.3  million  on,  but  that  could  | 
just  as  easily  have  been  as  big  a  loss  oni 
the  other  side,"  Little  continues.  "They 
had  sensational  technology  [in  scanning  i 
electron  microscopes).  But  they'd  never 
made  any  money — probably  pricing  it)  i 
wrong  and  a  lot  of  other  things.  They  had 
a  negative  net  worth  of  $3  million  in  red 
ink  when  we  sold  it  to  Perkin-Elmer, 
who  bought  them  only  because  they 
were  interested  in  their  technology.'  " 

The  principle  that  Little  extracts  from 
all  this  is  that  startup  financings  need 
tough  timing  limits.  "Most  of  these  peo- 
ple are  very  technically  oriented  and 
don't  really  have  a  business  point  of 
view,"  he  explains,  "so  you  have  to  say 
to  them,  'Look,  we're  going  to  back  you 
up  to  this  point  and  when  we  get  there 
we're  either  going  to  get  you  to  sell  your 
business,  based  on  the  technology  you've 
developed,  to  the  appropriate  company, 
or  we're  going  to  have  to  do  a  major  job 
of  raising  additional  equity  capital  and 
that  means  we're  going  to  have  to  start 
preselling  the  market  tomorrow  so 
they're  panting  for  you  by  the  time  you 
need  $10  million.'  " 

Little  dwells  on  this  time-limit  busi- 
ness. Throwing  good  money  after  bad 
seems  to  have  been  one  of  Narragansett 
Capital's  most  frequent  sins.  Yes,  Royal 
Little  poured  good  money  after  bad.  "We 
have  a  well-deserved  reputation  in  the 
business  for  not  running  away  from  trou- 
ble," says  Arthur  Little,  framed  in  his 
office  window  against  the  quaint  back- 
drop of  Brown  University's  charming 
College  Hill  buildings.  "We  hate  like  hell 
to  see  anything  go  down  the  tubes."  Roy- 
al Little — perhaps  remembering  how 
tough  it  was  for  him  to  get  financing  for 
Textron  back  in  1923 — was  frequently 
too  softhearted.  "We  just  made  the  mis- 
take time  and  time  again  of  throwing 
good  dollars  after  bad  dollars,"  his  son 
says.  "We  did  it  with  Aquarius  Corp., 
where  the  guy  was  sending  flowers  to  my 
secretary,  for  God's  sake — if  I'd  been 
smart  enough  to  talk  to  my  secretary  for 
any  length  of  time  and  had  found  that 
out,  it  might  have  changed  my  attitude! 
We  did  it  in  Woodwork  Interiors.  And 
we  did  it  with  Transcom,  where  we 
made  12  separate  commitments  and 
wrote  44  different  checks.  Well,  the  com- 
pany finally  got  turned  around.  We  locat- 
ed the  tight  person,  who  finally  steered 
the  company  in  the  right  product  direc- 
tion. The  lesson  we  learned  was  you 
don't  just  keep  on  putting  up  money  to 
back  the  same  people.  You  say,  'We 
made  the  wrong  investment  here,  folks. 
Let's  just  stop.'  You  only  put  up  the  addi- 
tional money  when  you've  got  the  new' 
person  in  there." 

Arthur  Little's  training  for  all  this  has 1 
been  strictly  of  the  on-the-job  variety.  | 
No  M.B.A.  or  economics  for  him.  His 
father  and  great-uncle  were  too  much  to 
live  up  to.  So  he  studied  history  and 
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psychology  at  Stanford  with  the  thought 
of  becoming  a  psychiatric  social  worker. 
A  few  summer  jobs  disabused  him  of 
that  romantic  notion,  however,  and 
upon  graduation  in  1966  he  was  persuad- 
ed by  his  father  to  join  Narragansett. 
Royal  Little  had  started  out  learning  the 
synthetic  fabncs  business  by  working  for 
nothing  for  six  months  in  every  one  of 
Connecticut's  Cheney  Brothers  busi- 
nesses. So  he  had  Arthur  Little  learn  the 
venture  capital  business  by  working  for 
two  years  in  client  companies.  "It  was  an 
old-fashioned  apprenticeship,"  says  Lit- 
tle. "I'd  work  on  the  plant  floor,  with  the 
salespeople,  in  the  accounting  depart- 
ment and  sit  in  the  president's  office 
questioning  him  on  what  he  did  during 
the  day.  I  remember  one  Friday  after- 
noon at  Newman-Crosby  Steel  I  was 
with  one  of  these  guys  who  was  rolling 
specialty  strip  steel,  covered  from  head 
to  foot  in  oil  and  graphite,  and  he  says, 
'Why  don't  you  roll  a  little?'  I'd  been 
helping  him  for  about  a  week  and  when 
he  did  it,  it  came  out  straight  on,  stacked 
and  everything.  But  when  I  ran  it — 
whew!  It  looked  like  Medusa's  hairdo!  I 
really  learned  to  respect  the  American 
working  person." 

Little  also  learned  to  respect  the  worth 
of  his  own  devil's-advocate  questions. 
"The  person  who's  running  the  company 
never  really  belieVes  the  venture  capital- 
ist is  worth  a  damn  except  for  his  money 
until  you've  done  something  that  shows 
him  dollars  in  his  pocket,"  he  says. 
"Take  Selecterm,  a  renter  and  distributor 
of  computer  terminals.  The  company 
had  been  growing  every  single  month 
almost  from  the  day  they  started  and  had 
iust  kept  on  adding  marketing  people. 
Well,  by  1974  it  was  extremely  obvious 
to  me  that  their  marketing  expenditures 
were  growing  much  faster  than  their 
sales  figures,  and  I  just  said,  'You've  got 
to  cut  back  on  some  of  these  people.  I 
argued  with  them  for  about  four  months 
and  they  kept  on  showing  red  ink  and 
finally  I  just  jumped  up  and  down,  and 
yelled  and  screamed,  and  generally  made 
myself  objectionable,  and  they  did  it. 
Now  they're  much  more  inclined  to  be 
receptive  to  my  suggestions." 

But  Arthur  Little  is  quick  to  admit 
that  his  own  judgment  can  be  faulty  on 
occasion.  "I  tend  to  be  a  little  too  quick 
on  the  trigger,"  he  says.  "I'll  sometimes 
back  the  wrong  person  because  I  get 
charmed  by  a  helluva  good  salesperson. 
When  we've  done  that  we've  had  our 
heads  handed  to  us  very,  very  quickly — 
in  one  year  on  one  company  and  in  just 
eight  months  on  another!  So  what  you 
do  if  you're  like  me  and  you're  inclined 
to  be  believing  of  people  is  you  have  a 
couple  of  people  who  work  with  you  who 
are  very  good  detectives  and  talk  to  the 
competition  and  the  trade  associations 
and  the  people  within  the  company  as 
they  look  over  the  financial  records — 


before  Narragansett  invests." 

But  even  that  isn't  foolproof.  "We  had 
the  accounting  firm  Arthur  Young  do 
what  we  thought  was  a  really  good  audit 
on  a  local  jewelry  firm  that  we  thought 
had  turned  around,"  says  Little.  "But  you 
know  what  the  difference  between  a 
fixed  asset  and  a  current  asset  is  in  retail- 
ing? It's  whether  you  can  sell  the  stuff.  If 
we  get  saved  on  this  one — and  we've  got 
one  of  our  directors  in  there  now  who's 
just  an  enormously  talented  man — it  will 
be  the  gold  market  that  saves  us  while 
we  cut  down  on  the  staff,  get  the  pricing 
right,  unload  that  inventory  and  pay  off 
the  banks." 

Now  Little  is  thinking  of  building  up  a 
stable  of  veteran  businessmen  who  can 
step  in  as  troubleshooters  when  an  in- 
vestment turns  sour.  "I  think  people  in 
this  business  are  increasingly  finding 
that  that's  an  absolute  necessity,"  he 
says.  "You  also  learn  you  really  have  to 
have  a  team  of  people  to  invest  in  rather 
than  a  one-man  show — unless  you're 


quite  sure  the  one  man  recognizes  that 
the  people  he  starts  with  are  probably 
not  going  to  be  the  people  he  ends  up 
with.  Because  most  people  just  aren't 
going  to  be  able  to  keep  up  with  a  fast- 
growing  company." 

Arthur  Little  says  he  has  no  illusions 
that  he  can  ever  match  his  father's  suc- 
cesses in  the  business  world.  He  says 
that  he's  just  trying  to  master  what  there 
is  to  be  learned  from  Narragansett's 
string  of  past  mistakes  financing  would- 
be  Up-And-Comers. 

After  all  this  careful  introspection,  has 
Arthur  Little  learned  how  to  spot  the 
difference  between  a  successful  entrepre- 
neur and  a  plausible  imitation?  He 
shakes  his  head  immediately.  "I  don't 
think  that's  possible,"  he  says.  "You  can 
recognize  someone  who  makes  the  right 
sounds,  who  says  the  right  words.  But 
you  really  don't  know  what  needs  to  be 
done  in  a  company.  I  certainly  can't  any- 
way. All  you've  really  got  to  go  on  is  just 
good  common  sense.."— Geoffrey  Smith 


Wallace-Murray  was  hard  hit  in  the  1970 
recession,  less  so  in  1974—75-  In  1980?  Well, 
you  don't  learn  much  getting  kicked  twice  by 
the  same  mule,  replies  its  former  CEO. 


A  kick  in  time 
saves  nine 


HOW  DO  YOU  GET  A  BUSINESS  in 
shape  to  withstand  a  recession? 
You  could  do  worse  than  take  a 
leaf  from  Charles  V.  Myers'  book  at  Wal- 
lace-Murray Corp.  On  the  eve  of  the  last 
recession,  in  1973  to  be  precise,  Myers 
had  just  taken  over  the  top  spot  at  the 
building  materials  and  machinery  con- 
glomerate and  he  wasn't  pleased  with 
what  he  found.  The  company  was  earn- 
ing just  1 1%  on  stockholders'  equity  and 
it  didn't  seem  to  know  where  it  was 
going.  A  recession  was  in  the  offing; 
Myers  took  drastic  action. 

"I  shut  down  everything,"  he  recalls. 
"Froze  salaries,  froze  hiring,  froze  capital 
expenditures.  I  perceived  that  we  didn't 
know  where  the  hell  we  were  going.  So 
we  stopped  this  train,  determined  where 
we  wanted  to  take  this  corporation  and 
then  plotted  a  road  map  to  get  us  there." 

When  Myers  moved  up  to  the  newly 
created  vice  chairman's  office  and  turned 


over  the  chief  executive  officer's  posi- 
tion to  Richard  L.  Durgin  on  Jan.  31,  he 
turned  over  a  company  that  had  posted  a 
return  on  equity  of  21.7%  in  1979 — al- 
most double  that  of  1973.  On  sales  of 
$600  million  last  year  it  netted  a  very 
satisfactory  $35  million.  Moreover,  Dur- 
gin need  lose  relatively  little  sleep  over  a 
recession  should  one  develop  this  year. 

Myers'  cure  began  when  he  ruled  that, 
henceforth,  each  division  and  even  a  part 
of  a  division  of  the  diversified  industrial 
products  company — making  plumbing 
supplies,  heating  and  ventilating  sys- 
tems, engine  components,  gears  and 
tools — would  have  to  earn  a  return  on 
investment  of  15%  after  taxes.  If  it 
didn't,  "it  would  be  subject  to  disappear- 
ance," Myers  says  simply. 

A  ceramics  engineer  who  rose  through 
the  plumbingware  division,  Myers  was 
as  good  as  his  word.  His  injection  of 
tough  discipline  came  just  in  time.  The 
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recession  hit,  and  revenues,  adjusted  for 
inflation,  ceased  to  grow  over  the  next 
three  years.  Nevertheless,  Wallace-Mur- 
ray came  through  the  recession  with 
nothing  more  serious  than  a  one-year  dip 
in  earnings  in  1974.  Had  Myers  not  im- 
posed his  discipline  when  he  did,  the 
damage  would  have  been  far  greater — as 
indeed  it  had  been  in  the  1970  recession, 
when  share  earnings  fell  from  1969's 
$2.21  to  $1.08. 

Wallace-Murray  was  put  together  by 
Charles  H.  Dyson  and  Franklin  H. 
Kissner  after  a  series  of  acquisitions, 
each  merged  into  the  next,  dating  back 
to  1956.  Dyson  and  Kissner  were  accoun- 
tants turned  conglomerators.  They 
joined  Textron  after  World  War  II  and 
left  in  1949  because  they  felt  Textron 
wasn't  diversifying  fast  enough.  Each 


deadwood.  Divisions  were  closed  down 
or  sold  off  and  even  parts  of  divisions 
were  disposed  of.  Cen-Trific  Air,  Inc.,  for 
example,  made  air  scrubbers  that  didn't 
work,  and  Fayette  Tubular  Products,  Inc. 
went  downhill  after  the  takeover.  Each 
year  from  1973  to  1977  there  were  dis- 
continued operations  cited  in  the  annual 
report. 

At  the  same  time,  however,  the  drive 
for  acquisitions  continued.  Only  this 
time  the  emphasis  was  far  more  on  the 
fit  with  existing  businesses.  Thus  two 
small  gear  manufacturers  were  acquired 
in  1976  and  1979  to  broaden  the  Illinois 
Gear  product  line.  Hydrometals,  Inc. — a 
$121  million  company  with  four  divi- 
sions— was  acquired  through  a  tender  of- 
fer in  1977.  One  of  Hydrometals'  divi- 
sions   strengthened  Wallace-Murray's 
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Vice  Chairman  Charles  Myers  and  CEO  Richard  Durgin  of  Wallace-Murray  Corp. 
Cracking  the  whip  to  make  an  uninspiring  company  perform. 


went  his  separate  way,  but  they  came 
together  again  in  1956  to  form  the  Dy- 
son-Kissner  Corp.  Dyson  and  his  family 
owned  all  the  voting  stock  and  Kissner 
the  nonvoting  stock.  Then  the  conglom- 
erating began.  D-K  acquired  the  Illinois 
Gear  &  Machine  Co.,  a  manufacturer  of 
custom-made  gears  for  heavy  industry; 
William  Wallace  Co.,  a  manufacturer  of 
gas  vent  systems  and  prefabricated 
chimneys;  the  Schwitzer  Corp.,  a  manu- 
facturer of  turbochargers  for  diesel  en- 
gines; the  Murray  Corp.  of  America, 
whose  principal  business  was  the  manu- 
facture of  plumbing  supplies  through  its 
Eljer  Plumbingware  Division;  and  Si- 
monds  Saw  &  Steel  Co.,  whose  principal 
business  was  the  manufacture  of  indus- 
trial cutting  tools  although  it  had  other 
activities  as  well. 

With  his  goal  of  a  15%  return  on  in- 
vestment, Myers  started  to  chop  out  the 


plumbing  business  by  broadening  the 
line  as  well  as  putting  it  into  the  home 
improvement  business,  in  which  Wal- 
lace-Murray had  had  no  previous  partici- 
pation. Another  division  broadened  the 
tool  line.  Two  divisions  did  not  fit.  So 
one  was  sold  almost  immediately  and 
the  other  is  being  milked  for  its  cash 
flow.  Last  year  Wallace-Murray  broad- 
ened its  plumbing  line  still  further  by  the 
acquisition  of  Qest  Products,  Inc. — a 
maker  of  polybutylene  pipes  and  tubing. 

Although  Myers  and  Durgin  talk  about 
internal  growth  and  plan  substantial  cap- 
ital expenditures  for  1980,  acquisitions 
are  still  a  very  significant  part  of  their 
growth  strategy.  Indeed,  one  of  Myers' 
major  responsibilities  as  vice  chairman 
will  be  to  search  out  new  acquisitions. 
Over  the  past  five  years,  thanks  princi- 
pally to  the  Hydrometals  takeover,  more 
than  half  of  Wallace-Murray's  growth  has 


been  external.  The  reason,  explains 
Myers,  is  that  with  the  inflation  in  cap- 
ital costs,  the  competitive  environment 
and  stock  prices  being  what  they  are,  it 
makes  more  sense  to  buy  assets  and 
management  in  place  than  to  try  to  build 
from  scratch.  "Qest  will  move  us  ahead 
five  years  in  one  step,"  he  points  out. 

Dyson  and  Kissner  developed  their 
own  peculiar  style  of  conglomerating. 
They  tended  to  act  not  like  managers  of 
the  business,  but  like  owners  of  the  busi- 
ness. Their  message  to  division  manag- 
ers was:  "We  have  the  cash;  let  us  take  a 
look  at  your  plans."  To  this  day,  the 
board's  executive  committee  (which  in- 
cludes both  Dyson  and  Kissner)  must 
approve  all  capital  expenditures  in  excess 
of  $50,000.  Otherwise,  the  division  man- 
agers are  given  free  rein.  As  Chuck 
Myers  likes  to  put  it:  "Sins  of  commis- 
sion we  allow — just  don't  make  the  same 
one  twice.  You  don't  learn  anything  get- 
ting kicked  in  the  ass  by  a  mule  a  second 
time.  Sins  of  omission,  however,  we  do 
not  allow." 

Unfortunately,  Dyson  and  Kissner  had 
permitted  the  sins  of  laxness  and  pro- 
crastination to  creep  in.  Plumbing  sup- 
plies, gears,  cutting  tools,  venting  sys- 
tems— where  was  the  logic  of  the  collec- 
tion? There  wasn't  any.  Wallace-Murray 
was  a  typical  early  conglomerate,  mak- 
ing sense,  if  at  all,  only  from  a  purely 
financial  point  of  view. 

Thus,  with  the  1974  recession  closing 
in  on  him,  Myers  moved  fast  to  turn  a 
rather  uninspiring  hodgepodge  into  a 
well-knit  company  whose  profitability 
ranks  it  373rd  in  U.S.  industry.  When 
you  analyze  it,  Chuck  Myers  didn't  do 
anything  very  original.  But,  then,  disci- 
pline isn't  original.  In  the  corporate 
sense,  it's  simply  a  willingness  to  cut 
your  losses  rather  than  making  excuses 
for  them  and  to  spurn  seemingly  attrac- 
tive acquisitions  that  simply  don't  fit  in. 
Wallace-Murray  was  clobbered  in  the 
1970  recession,  came  through  1974  bet- 
ter and  looks  to  see  an  earnings  increase 
in  1980  even  though  the  big  plumbing- 
ware  part  of  its  business  is  sure  to  be 
hurt.  Remembering  the  bad  days  of  1970, 
Durgin  says:  "We're  a  vastly  different 
company  now  than  we  were  then." 

All  of  which  would  make  Wallace- 
Murray,  selling  at  only  4  times  1979 
earnings  of  $5.82  a  share,  a  very  nice 
acquisition  candidate,  except  that  al- 
most 40%  of  the  stock  rests  comfort- 
ably with  Dyson-Kissner  and  its  two 
founders  who,  though  both  in  their  70s, 
still  keep  a  close  eye  on  the  business. 
Moreover,  Charles  Dyson's  son,  John, 
although  now  chairman  of  the  New 
York  State  Power  Authority,  is  himself 
the  largest  individual  Wallace-Murray 
shareholder  and  serves  on  the  board. 
After  all,  when  you've  got  a  company  as 
shipshape  as  this,  why  would  anyone 
want  to  sell?  ■ 
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posable  wipers  not  only  feel  like 
cloth,  they  work  like  cloth. They're 
ideal  for  every  job,  from  greasy 
machinery  to  light  clean-ups.  Wet 
or  dry,  Shur-Wipe  2  wipers  are 
made  to  hold  up. 

They  cost  about  3<P  per  wiper. 
Compare  that  to  your  rag  service 
and  you  could  find  a  real  savings. 

And  Shur-Wipe  2  wipers  are 
more  sanitary  than  rags.  When 
one  gets  dirty,  toss  it  and  use  a 
fresh  one. 

Put  them  to  the  test.  For  a 
free  trial  packet  call  the  Fort  and 
ask  for  Lou  Kidd.  Dial  (312) 
T-H-E-F-O-R-T.  Or  write  to  us 
on  your  letterhead.  And  go 
from  rags  to  riches. 


Fort  Howard  Paper 


Green  Bay.  Wisconsin  54305 


Call  the  Fort 

Call  Iho  Fort  is  a  service  mark  ol  Fori  Howard  Paper.  Dial  (312)  T-H-E-F-OtR-T 


ast  year 200 American  companies 
grossed  $4-5  billion 
in  one  electronically-minded  country. 

Read  how  they  made  it 


National  Semiconductor,  Digital 
Equipment,  Honeywell,  IBM, 
Burroughs  and  Beckman.  These  and 
others  are  making  it  right  now— in 
Scotland.  A  true  and  highly  profitable 
gathering  of  the  clans. 

More  than  120  electronic  com- 
panies, including  many  major  U.S. 
multinationals  have  settled  over  the 
last  20  years  in  and  around  the  spacious 
yet  centrally  located  industrial  belt  of 
Scotland,  their  continuous  current  of 
steady  growth  has  established  the 
strong  electronic  pattern  of  our  Dollar 

sign- 
There  are  good  reasons  for  the  pre- 
ponderance of  electronic  names  on  our 
list.  Scotland  is  one  of  the  major 
electronic  manufacturing  and  research 
centers  in  Europe.  More  than  35,000 
people  go  to  work  each  day  on  com- 
puter systems,  defense  electronics, 
semiconductors  and  printed  circuits, 
and  into  the  highly  developed  support 
services  that  surround  them. 

There  is  a  well  established  tradition 
of  electronics  manufacture  and  long- 
standing success  for  the  companies 
that  make  them. 


A  switched  on  skilled 
labor  force 

It's  all  down  to  people.  There  is  quite 
simply  no  other  reservoir  of  technical 
and  engineering  talent  as  economically 
available  so  near  to  the  heart  of  the  vital 
E.E.C.  marketplace. 

Scotland's  eight  Universities  and 
fifty-five  Polytechnics  and  Technical 
Colleges  are  responsible  for  a  con- 
stantly refreshed  skilled  nucleus  of 
people— producing  proportionately 
more  Graduates  than  other  European 
countries;  forty  percent  of  them  with 
Degrees  or  Diplomas  in  Science  and 
Engineering. 

Scotland's  exceptionally  high  edu- 
cational level  is  a  contributing  factor  to 
Scotland's  exceptionally  low  level  of 
strike  activity  in  U.S.  Plants.  In  fact,  in  a 
survey  conducted  in  late  1979  more 
than  eighty  percent  have  reported  no 
strike  activity  whatsoever  during  their 
past  eighteen  months  of  operation  and 
U.S.-owned  electronic  plants  had  been 
strike  free  for  the  last  five  years. 


Finance  attractively 
packaged 

Scotland's  capital  city  of  Edinburgh 
has  an  historic  and  well  earned 
reputation  as  one  of  Europe's  classic 
money  centers.  Right  now  its  three 
major  stock  banks,  together  with  strong 
Merchant  Banking  business  thrive  in 
healthy  competition  for  short  and 
medium  term  corporate  funds  with  a 
wide  variety  of  American  and  European 
banks.  In  addition,  the  high  priority  of 
"inward  development"  has  resulted  in 
some  remarkable  and  attractive 
financial  packages  for  American 
companies  with  an  eye  for  the  skills  of 
the  Scots. 


U.S.  INVESTMENT 
IN  TERMS  OF  DOLLARS  PER  CAPITA1977 

EEC 
$135 


Finance  from  the  Scottish  Develop- 
ment Agency  linked  to  Central  Govern- 
ment Aid  is  tailored  to  encourage 
growth  and  development  in  the  Elec- 
tronics industry.  Most  of  Scotland's 
industrial  belt  is  eligible  for  a  level  of 
regional  assistance  either  above  or  on  a 
par  with  incentives  available  elsewhere 
in  the  E.E.C. 

New  venture  into 
electronics 

The  significant  and  growing 
presence  of  electronics  in  Scotland  has 
led  to  new  initiatives  from  the  Scottish 
Development  Agency.  We  recently 
announced  plans  to  build  a  Scottish 
Micro  Electronics  Application  Center  in 
conjunction  with  Central  Government 
and  existing  Scottish  technical 
institutions. 

Our  New  Ventures  Unit  is  a  recent 
development  set  up  to  stimulate  the 
expansion  of  electronics  in  Scotland. 

One  of  its  significant  objectives  is  to 
make   things   easy   for  electronics 
companies  to  locate  here. 
Our  staff  know  the 
ins  and  outs  of  the 
electronics  industry*Bs=~ 
and  have  the 
experience  of 
Scottish  business 
life  to  provide 
marketing,  tech- 
nical and  financial 
advice  to  clients. 


Funding  for  the  New  Ventures  Unit 
takes  into  account  the  high  risks 
normally  associated  with  advanced 
technology  with  an  advantageously 
structured  investment  package. 

All  this,  on  top  of  expansion  and 
further  investment  by  existing  and  new 
companies,  indicates  that  there's  a  lot 
going  for  us. 

Plus,  the  weather,  the 
heather  and  political  calm 

The  climate  of  Scotland— meteoro- 
logically and  politically— is  temperate 
and  has  a  sunny  disposition  (who  needs 
a  stormy  atmosphere  when  establish- 
ing a  home  base  away  from  home?)  due 
to  the  warming  effect  of  the  Gulf 
Stream.  In  fact,  the  average  temperature 
for  any  month  of  the  year  never  dips 
below  the  freezing  point. 

As  for  the  heather,  the  world  famous 
Highlands  in  which  it  flourishes,  our 
lochs,  fishing,  ski-ing,  sailing,  golf 
(another  Scottish  development  you 
may  recall)— all  are  within  a  few  hours 
drive  of  the  bustling  business  and 
industrial  region  we  have  described.  A 
unique  leisure  contribution  to  the 
necessary  wellbeing  of  any  efficient 
corporate  staff. 

As  you  can  see,  we  also  speak  your 
language.  In  fact  more  than  a  quarter  of 
all  Americans  actually  have  ancestral 
roots  in  Scotland— our  final  genial 
reason  to  "come  home"  and  do  busi- 
ness. 

The  Scottish  Development  Agency 
has  the  resources  and  financial  muscle 
to  help  incoming  industry.  We  can  talk 
straight  about  your  companys  poten- 
tial in  Scotland,  about  land,  finance, 
factories,  labor,  markets,  energy  and 
transport.  Everything  you  need  to  make 
Scotland  work  for  you. 

Please  send  for  our  complete  fully 
illustrated  brochures  on  doing  busi- 
ness in  Scotland.  Or  call  us  in  New  York 
(212)  867-1066. 

Make  it  in  Scotland.  Your  best 
strategic  market  base  in  Europe. 


Scottish  Development  Agency 

US  Offices:  9  West  57th  Street, 
New  York,  NY  10019.  Tel.  (212)  867-1066  and 

1 1th  Floor,  465  California  Street, 
San  Francisco.  CA  94104.  Tel:  (415)  393-7703/4. 
Head  Office:  120  Bothwell  Street. 
Glasgow  G2  7JP,  Scotland  Tel:  041-248  2700. 

London  Office:  17/19  Cockspur  Street. 
London  SW1Y  5BL.  Tel:  01-839  21 17/8. 


REFERENCES  FOR  MICRO-CHIP  SUPPLIED  BY  NATIONAL  SEMICONDUCTOR  GREENOCK,  SCOTLAND 


We  studied  world  timber  markets 
before  advising  a  Finnish  client 
on  cash  flow  projections  and 
foreign  currency  debt  structure. 


It  was  a  tough  job. 

In  an  industry  already  beset  with  cost  and  price 
problems,  the  client  also  had  to  contend  with  fluctuating 

foreign  currencies. 

Sometimes,  things  really  jammed  up. 

To  set  it  all  right,  it  took  an  international  network  of 
treasury  management  specialists.  A  network  working  in 


the  world's  major  money  centers  where  an  effective 
hedging  scheme  could  be  devised. 

And  they  had  to  be  backed  up  solidly.  Backed  up 
by  a  bank  whose  solid  experience  with  major  clients 
helped  develop  cash  flow  projections.  And  debt 
options  in  alternate  currencies.  And  a  workable  solution. 

Want  the  same?  Tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK,  n. a 

New  York  City,  Buffalo,  Miami,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  lakarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Riode  laneiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tokyo,  Toronto. 


Laurent  Boix  Vives  built  Skis  Rossignol  into  the 
General  Motors  of  its  trade.  But  the  Olympics 
vere  a  disappointment,  profits  are  suddenly 
iown,  and  European  investors  are  asking . . . 


Has  Rossignol 
lost  its  edge? 


nearly  30%  of  the  all-important  Ameri- 
can market,  22%  of  the  Japanese  market, 
over  20%  of  the  Swiss  and  West  German 
markets,  one-third  of  the  Italian  market 
and  nearly  half  of  the  big  French  home 
market. 

But  where  do  you  go  when  you  are 
already  the  dominant  factor  in  a  matur- 
ing market?  Boix  Vives'  answer,  and  the 
reason  why  profits  and  the  stock  price 
are  down:  Diversify  out  of  skis  and  into 
tennis  rackets. 

Starting  in  1976,  Boix  Vives  has  bor- 
rowed heavily  and  in  effect  reduced  prof- 
its substantially  to  establish  Rossignol's 
tennis  beachhead.  A  large  chunk  of  the 
$23  million  capital  spending  (over  15% 
of  sales)  in  fiscal  1979  went  for  the  pur- 


By  Lawrence  Minard 


[f  you  show  Laurent  Boix  Vives,  the 
soft-spoken,  gracious  chairman  of 
France's  Skis  Rossignol,  the  world's 
>reeminent  ski  maker,  a  handful  of  pho- 
ographs  of  top  skiers  winning  World 
Zup  and  Olympic  gold  medals  on  Boix 
fives'  competitors'  skis,  he  gets  the 
ioint  at  once:  "I  understand,"  he  says. 
'You  are  wondering  where  the  Rossignol 
kis  are.  You  are  right.  This  has  not  been 
>ur  best  season." 

In  fact,  Rossignol  would  seem  to  need 
ome  luck.  Boix  Vives  has  built  the  com- 
iany  into  what  is  now  by  a  wide  ntargin 
he  world's  largest  ski  maker.  In  its  fiscal 
ear  ending  Mar.  31,  Rossignol  sold 
round  2  million  pairs  of  skis,  capturing 
,3%  of  the  $750  million  or  so  world  ski 
narket.  By  contrast,  the  combined  mar- 
:et  share  of  its  Austrian  competitors — 
lotably  Fisher,  Kneissl,  Blizzard,  Kastle 
nd  Atomic — is  just  33%.  Yet  the  com- 
any  seems  to  be  drifting.  Since  1973, 
ales  are  up  from  $50  million  to  nearly 
200  million  this  year.  But  profits  have 
een  falling,  to  around  $6  million  this 
ear  vs.  over  $7  million  two  years  back. 
Rossignol's  310,000  shares  (20% 
wned  by  Boix  Vives),  once  over  20 
imes  earnings,  are  down  by  nearly  half 
n  the  last  year.  At  $250  a  share  on  the 
'aris  Bourse,  Rossignol  recently  sold  at 
arely  12  times  earnings,  merely  average 
a  a  strong  French  market. 

Has  the  king  of  the  slopes  lost  its  edge? 
■Jot  necessarily. 

In  1956  Rossignol,  based  in  Voiron 
iear  Grenoble,  France  was  an  ailing 
naker  of  bobbins  for  France's  dying  tex- 
ile  industry.  It  made  a  few  skis  each 
ear,  but  only  as  a  sideline.  Boix  Vives, 
hen  a  29-year-old  ski-lift  operator, 
ought  the  company  in  bankruptcy  for  a 
orrowed  $50,000.  Ever  since  then  he 
as  made  a  near-religion  of  product  and 
narket  diversification  and  production 
lexibility. 

Results:  Last  year  Rossignol  captured 


Rossignol  Chairman  Ixinrent  Boix  Vives 
King  of  the  tennis  courts,  too? 


chase  and  expansion  of  three  tennis- 
racket  plants,  one  in  Isere,  France,  with 
an  annual  capacity  of  350,000  frames,  a 
second  in  Van  Buren,  Me.  (capacity: 
280,000)  and  a  third  in  Stoneham,  Mass. 
(400,000).  Boix  Vives  has  already  boosted 
Rossignol  tennis-racket  production  from 
nothing  in  1976  to  400,000  frames  last 
year.  He  confidently  predicts  output  will 
hit  1  million  frames  by  1984. 

Tennis  rackets  would  seem  a  natural 
for  Rossignol.  They  smooth  out  its  inher- 
ently seasonal  production  runs.  They  use 
much  the  same  materials  as  skis — wood, 
fiberglass,  metal  alloys.  Production  tech- 
niques are  roughly  similar,  and  they  are 
sold  in  the  same  shops,  to  a  similar  kind 
of  consumer. 

Despite  the  obvious  fit,  however,  Eu- 
ropean analysts  remain  wary.  "The  fun- 
damental problem,"  explains  Hugh  Mor- 
ton, who  follows  French  stocks  at  Lon- 
don's big  brokerage  house,  Hoare  Govett 
Ltd.,  "is  that  Rossignol  has  been  invest- 
ing in  productive  facilities  for  tennis 
rackets  when  the  market  is  already  over- 
producing. In  that  sense,  the  downgrad- 
ing of  Rossignol  from  a  leading  growth 
stock  to  just  another  high-yielder  [cur- 
rent yield:  4%  ]  is  quite  reasonable." 

Laurent  Boix  Vives  did  not  become 
number  one  in  skis  by  thinking  small. 
He  maintains  that  Rossignol  will  be- 
come the  king  of  the  courts  by  following 
the  same  strategy  that  made  it  king  of 
the  slopes:  by  marketing  a  broad  line  of 
rackets  covering  all  materials  and  priced 
to  hit  everyone  from  the  middle  of  the 
market  (at  around  $40  per  racket)  to  the 
top  (at  $200  each).  As  Boix  Vives  puts  it: 

"We  have  two  factories  in  the  States 
and  one  in  Europe.  Our  production  now 
covers  three  technologies:  wood,  metal 
and  graphite.  This  summer  we  will  be 
ready  to  start  with  a  fourth  technology 
[fiberglass].  We  think  that  this  ability, 
plus  the  fact  that  over  half  the  produc- 
tion will  be  in  the  States,  where  produc- 
tion costs  are  now  below  those  in  France, 
will  enable  us  to  make  a  very  good  mar- 
gin on  tennis  rackets."  The  aftertax  mar; 
gin  he  says  he  has  in  mind  is  10%.  If  he 
hits  that  on  his  planned  production  of  1 
million  frames  by  1984,  tennis  profits 
alone  should  be  worth  around  $3  million 
for  the  group. 

Besides  heavy  spending  to  get  tennis 
production,  Rossignol's  profits  lan- 
guished because  of  abysmally  bad  snow 
conditions  in  the  eastern  U.S.  and  Can- 
ada (Forbes,  Mar.  3)  and  also  because  of 
the  sagging  dollar,  which  knocked 
around  7%  from  aftertax  net.  In  theory, 
Boix  Vives  could  have  cut  that  loss  by 
increasing  output  in  his  big  Granby, 
Quebec,  and  Colchester  and  Williston, 
Vt.  plants,  which  produced  at  well  under 
their  730,000  pairs-per-year  capacity  last 
year.  But  in  practice  he  could  afford  nei- 
ther the  social  nor  financial  costs  in- 
volved in  sacking  French  workers.  But 
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the  resourceful  Boix  Vives  is  finding  an- 
other way.  Rossignol's  current  policy 
now  calls  for  not  replacing  French  work- 
ers, as  they  leave,  while  increasing  in- 
stead the  work  force  in  the  highly  profit- 
able North  American  (and,  to  a  lesser 
extent,  Spanish)  factories. 

But  what  about  the  looming  recession 
and  soaring  gasoline  prices?  In  this  envi- 
ronment, aren't  such  expensive  luxuries 
as  skiing  among  the  first  to  go? 

"Let  me  give  you  some  figures,"  Boix 
Vives  replies  serenely.  "If  you  take  the 
eight  wealthy  countries  that  account  for 
90%  of  the  ski  business  [Japan,  the  U.S., 
Canada,  France,  West  Germany,  Swit- 
zerland, Italy  and  Austria]  you  find  that 
only  4%  of  the  population  skis.  But  if  you 
look  closer  you  see  that  in  the  Grenoble 
area  the  percentage  is  not  4%  but  15%  or 
20%.  It  is  the  same  in  West  Germany 
around  Munich,  in  Italy  around  Turin, 


Inside  a  Rossigiiol  ski  factory  in  France 
Today,  U.S.  output  is  cheaper. 


and  in  much  of  Switzerland.  Why  thest 
high  percentages?  Because  for  people  in 
these  areas  skiing  is  not  as  expensive  as 
for  people  living  in  Rome  or  Paris.  You 
don't  need  gasoline  or  hotels  if  you  live 
where  much  of  the  skiing  population  is[ 
concentrated.  This  is  why  I  say  that  the 
connection  between  [economic]  growth 
and  the  ski  business  is  not  very  strong." 
Indeed,  during  the  1974-75  recession, 
Rossignol's  profits  actually  increased. 

But  that  still  leaves  the  Winter  Olym 
pics  to  live  down. 

"It  was  not  our  best  Olympics,"  Boix 
Vives  quickly  concedes.  But  then,  going 
down  the  list  of  one  day's  Olympic  win 
ners,  he  reminds  of  the  striking  depth  and 
breadth  he  has  built  for  the  Rossignol 
name:  "Look  at  that  list.  Of  the  top  ten 
places,  six,  including  the  second  and  third 
places,  were  skiing  on  our  products.  Six) 
out  of  the  top  ten  is  not  too  bad,  is  it?"  I 


Sometimes  shareholders  are  helped  when  man- 
agements reject  unfriendly  tender  offers.  Be- 
low, some  examples  oj 'when  itpaid  to  say  "No. " 


The  (happily) 
reluctant  brides 


The  woods  are  full  of  disgruntled 
stockholders  who  sat  helplessly  while 
the  managements  that  supposedly  repre- 
sented them  turned  down  handsome 
takeover  offers.  In  many  such  cases  the 


shares  now  languish  at  anywhere  from 
57%  to  25%  below  the  price  they  could 
have  sold  out  for:  Gerber  Products,  Mar- 
shall Field,  McGraw-Hill  and  Firestone 
are  glaring  examples. 


But  it  can  work  to  shareholders'  finan- 
cial benefit  if  management  turns  down 
the  first  offer  that  comes  along.  Listed 
below  are  ten  companies  where  manage 
ment  turned  down  the  first  takeover  of 
fer  but  later  accepted  a  much  better  one 
When  these  managements  turned  down 
the  first  offer,  they  meant  what  they  said 
about  the  offer  as  being  inadequate  and 
not  being  in  the  stockholders'  best  inter- 
ests. They  weren't  just  hanging  on  to 
their  perks  and  power.  They  knew  they 
could  do  better  for  their  shareholders. 
And  did.  Dictaphone's  performance  was 
outstanding.  It  successfully  battled  an 
unfriendly  tender  from  Northern  Elec- 
tric, then  sold  out  four  years  later  to 
Pitney  Bowes  for  138%  more. 

The  moral  of  this  little  story  is:  If 
somebody  covets  what  you've  got,  there 
may  be  somebody  else  out  there  who 
covets  it  even  more.  ■ 


Ten  companies  that  said  no 


the  first  time  around,  and  had  no  subsequent  cause  for  regret. 


Target — Suitor 


Target's 
price 

Announce-  prior  to 
ment  announce 
date  ment 


Final 
offer 


Premium 


Subsequent 
buyer 


Target's 
price 

Announce-  prior  to 
ment  announce- 
date  ment 


Final 
offer 


Increase 

over 
previous 
Premium  bid 


Dictaphone — Northern  Electric 

9/24/74 

83/4 

$12.00 

37% 

Pitney  Bowes 

12/15/78 

18% 

$28.50 

51% 

138% 

Anaconda — Crane 

8/7/75 

15'/8 

20.00 

32 

Atlantic  Richfield 

3/16/76 

22 

33.25 

51 

66 

Southern  Industries — Marquette 

3/23/76 

9'/4 

12.50 

35 

Dravo 

12/15/78 

11 '/4 

15.97 

42 

28 

Unitek — Airco 

5/7/76 

23  Vs 

30.00 

30 

Bristol-Myers 

11/29/77 

38  y4 

52.21 

35 

74 

Gabriel  Inds — Papercraft 

4/27/77 

10% 

15.40 

43 

CBS 

5/5/78 

16'/s 

17.90 

11 

16 

Falcon  Seaboard— Raytheon 

6/9/77 

24V8 

29.75 

23 

Diamond  Shamrock 

1 1/2/78 

32 

33.41 

4 

12 

Pemcor — Maremout 

7/22/77 

13 

16.75 

29 

Esmark 

6/23/78 

29% 

29.01 

-1 

73 

Medusa — Moore  McCormack 

10/10/77 

27 

38.50 

43 

Crane 

8/21/78 

44 

50.00 

14 

30 

Microdata — AM  International 

11/8/78 

133/4 

20.50 

49 

McDonnell  Douglas 

7/10/79 

297s 

32.00 

7 

56 

Hess's — Marsha)]  Field 

1 1/23/78 

12'/4 

17.38 

42 

CrownAmerica 

9/13/79 

145/8 

25.70 

76 

48 
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Rare  is  the  purveyor  of  real  estate  limited 
partnerships  who  makes  a  point  of  telling  you 
your  investment  is  illiquid.  Dick  Carlsberg 
did — but  he  had  his  reasons. 


No  liquidity  here 


By  Jane  Carmichael 


Picture  this:  You're  55  years  old, 
at  the  peak  of  your  earnings  power 
and  near  the  peak  of  the  tax  brack- 
ets. You've  heard  about  tax  shelters,  but 
you're  not  sure  you  understand  what 
they're  all  about  and  you've  never  gotten 
around  to  asking.  Then  one  day  a  sales- 
man of  real  estate  limited  partnerships 
calls.  He's  more  thaxi  happy  to  explain: 
big  tax  writeoffs  to  shelter  income  for 
the  next  few  years  as  the  real  estate 
depreciates,  a  steady  stream  of  cash  dis- 
tributions and  a  low  capital-gains  tax 
rate  when  the  partnership  liquidates  in 
ten  years  or  so.  What  your  friendly  sales- 
man probably  doesn't  make  a  point  of 
explaining  is  that  there  is  no  real  market 
for  your  partnerships  while  you're  wait- 
ing— nobody  to  buy  you  out. 

"The  trouble  with  limited  partner- 
ships is  that  people  retire  and  they  want 
liquidity,"  observes  Richard  P.  Carlsberg, 
president  of  Santa  Monica-based,  family- 
awned  Carlsberg  Financial  Corp.  "Or 


they  divorce  or  die  and  pass  the  units  on 
to  children.  That's  one  of  the  frustrating 
things  about  these  partnerships — you 
can't  get  out,  you  just  have  to  sit  there 
even  if  your  situation  has  changed." 

You'd  never  guess  that  Carlsberg,  42,  is 
general  partner  in  50  real  estate  partner- 
ships, 7  of  them  having  total  assets  with 
a  current  value  of  $150  million.  But  he's 
absolutely  right,  of  course,  as  thousands 
of  investors  have  learned  (Forbes,  Apr.  2, 
1979).  So  when  Carlsberg  offered  his 
5,000  limited  partners  a  chance  to  turn 
their  pieces  of  real  estate — largely  mo- 
bile-home parks  in  20  states — into 
shares  of  a  new  NYSE-listed  real  estate 
company  in  December,  a  good  many  of 
them  were  ready  to  jump  at  the  chance. 

The  proposed  deal  went  like  this: 
Carlsberg  would  merge  the  $52  million 
equity  of  the  seven  big  limited  partner- 
ships into  the  $61  million  equity  of  his 
publicly  owned  Carlsberg  Capital  Corp. 
(CCC),  a  real  estate  company  that  also 
manages  Carlsberg  Financial's  partner- 
ships. The  result,  Carlsberg  Corp.,  would 


"arlsbergs  lokay  Manor  Mobile  Home  Country  Club  in  Fontana,  Calif. 

The  homes  turned  out  to  be  more  mobile  than  the  investors'  capital. 


be  owned  roughly  half  by  the  former 
limited  partners  and  half  by  the  Carls- 
berg family,  who  would  control  the  new 
company.  The  limited  partners  would 
gain  a  little  equity  and  a  lot  of  liquidity. 

Carlsberg  is  the  first  to  admit  that  he 
too  had  something  to  gain  from  this. 
Although  CCC  will  have  revenues  of  $62 
million  in  the  year  ended  this  May  31, 
and  has  current  value  equity  of  $22.70 
per  share,  it  sells  over-the-counter  for 
between  $7  and  $9  a  share,  or  a  bit  over  3 
times  earnings.  Dick  Carlsberg  laments 
that  this  is  because  Wall  Street  doesn't 
understand  real  estate,  and  also  because 
CCC  has  a  float  of  only  100,000  shares. 
By  merging  CCC  with  the  partnership 
assets,  Carlsberg  figured  he  could  in- 
crease his  liquidity,  raise  the  stock  price 
and  form  an  interesting  new  company — 
all  at  the  same  time  that  he  was  doing 
his  limited  partners  a  big  favor. 

What's  wrong  with  that?  Plenty,  ac- 
cording to  three  registered  investment 
advisers  in  San  Francisco.  Ben  F.  Ivy, 
Michael  Allard  and  D.  Vernon  Willis  had 
sold  $6.2  million  worth  of  the  Carlsberg 
partnerships  while  working  for  a  regional 
brokerage  house  and  owning  substantial 
interests  themselves.  Ivy  sat  down  over 
the  Christmas  holidays  with  the  250- 
page  proxy  statement  and  his  calculator 
and  worked  out  the  numbers. 

What  he  saw  made  his  blood  boil.  Ac- 
cording to  Drexel  Bumham  Lambert's 
exchange  ratios,  the  new  stock  would 
have  to  sell  at  between  $41  and  $79  (de- 
pending on  which  of  the  seven  partner- 
ships was  being  traded)  for  the  market 
value  of  the  shares  received  to  equal  the 
current  value  equity  of  the  partnership 
units  traded  for  them.  But  since  the 
Carlsbergs  were  trading  roughly  two  of 
their  $7  CCC  shares  for  each  of  the  new 
Carlsberg  Corp.  shares,  they  were  getting 
the  new  shares  for  about  $14  each.  By 
the  time  the  limited  partners  began  to 
break  even,  Ivy  reasoned,  the  Carlsbergs 
would  have  realized  tremendous  gains. 
Outrageous,  he  opined. 

The  argument  was  partly  right  and 
partly  wrong.  If  the  new  stock  passed 
$14,  the  Carlsbergs  would  be  better  off' 
than  they  were  before— assuming  they 
didn't  mind  selling  their  shares  below 
equity  value.  But  since  the  Carlsbergs 
were  contributing  $40  in  equity  per  share 
of  the  new  stock,  they  wouldn't  really 
"break  even,"  in  the  sense  Ivy  meant, 
until  the  stock  price  passed  $40.  Even  so, 
they  would  still  break  even  before  most 
of  the  partnerships  did. 

Convinced  that  his  professional  repu- 
tation was  on  the  line,  Ivy  and  his  two 
colleagues  started  spending  what  has 
come  to  $70,000  of  their  own  money  to 
stop  the  transaction.  They  took  their 
case  to  the  SEC,  the  California  Depart- 
ment of  Corporations  and  to  court,  but 
no  one  would  listen.  The  only  avenue  left 
was  a  proxy  fight. 
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All  told,  in  little  more  than  a  month, 
the  limited  partners  received  the  original 
250-page  proxy,  an  appendix  that  restat- 
ed the  figures  slightly,  three  opposition 
proxy  letters  and  two  Carlsberg  mail- 
grams.  That's  a  lot  of  reading. 

Small  wonder,  then,  that  the  dissi- 
dents won  when  it  came  to  a  vote  on  Jan. 
31.  "It  was  a  real  squeaker,"  says  Ivy.  For 
the  proposition  to  pass,  four  of  the  big- 
gest partnerships  had  to  vote  51%  in 
favor.  However,  three  of  those  four  voted 
it  down  by  a  narrow  margin.  "They 
scared  people  with  their  literature,"  ex- 
plains William  W.  Geary  Jr.,  Carlsberg's 
finance  man.  "The  people  decided,  'I 


don't  know  what's  right  or  wrong  here, 
but  at  least  I  know  where  I  am.'  " 

But  the  real  problem  is  that  it  doesn't 
matter  who  was  right.  Since  a  limited 
partner  liad  almost  no  way  out,  he  had 
two  choices:  take  his  chances  on  a  new 
company  which  even  Carlsberg  admitted 
would  sell  at  a  deep  discount  at  first,  or 
sit  tight  on  his  mobile-home  park  and 
hope  for  the  best.  Either  way,  he  had  no 
practical  liquidity.  "The  equity  is  not 
something  you  can  put  in  your  pocket 
and  buy  groceries  with,"  explains  Geary. 
"It  has  to  be  realized  over  a  period  of 
time."  Carlsberg  breaks  in,  "Probably 
50%  of  the  equity  of  the  partnerships  is 


Precocious  promoters 


Richard  P.  Carlsberg 


The  Carlsberg  brothers  learned  early 
how  lucrative  California  real  estate 
can  be.  Arthur  Carlsberg  started 
buying,  renovating  and  reselling  run- 
down houses,  or  "fixer-uppers,"  while 
he  was  still  at  the  University  of 
Southern  California  preparing  for  law 
school  (he  never  went),  and  by  the 
time  younger  brother  Richard  was 
majoring  in  geology  at  the  University 
of  California  at  Los  Angeles,  Art  was 
ready  to  develop  his  own  apartment 
building.  Dick  had  saved  a  little  mon- 
ey from  his  advertising  business  ("I 
had  to  get  through  college  somehow," 
he  says),  so  he  bought  a  small  plot  of 
land  next  door  to  the  apartment  lot 
north  of  Los  Angeles.  "I  didn't  do 
anything  except  buy  and  sell  it,"  he 
gloats,  "but  I  made  more  money  from 
that  one  deal  than  I  would  have  made 
in  a  whole  year  as  a  geologist.  The  key 
is  knowing  something  is  going  to  hap- 


pen before  anyone  else  knows  it." 

The  Carlsberg  kids  took  that  princi- 
ple and  built  it  into  a  multimillion- 
dollar  business.  It  was  1959,  the  dawn 
of  southern  California's  freeway  age — 
yet  it  seemed  to  the  brothers  as  they 
bought  and  sold  land  that  none  of  the 
brokers  were  doing  much  methodical 
research.  "We  began  applying  stock 
market  analysis  techniques  to  the  real 
estate  market,"  boasts  Dick,  "and 
mapped  out  the  paths  of  future  free- 
ways, where  the  reservoirs  and  gov- 
ernment lands  were,  anything  that 
was  of  interest." 

It  worked.  Art  had  his  picture  on 
the  cover  of  Time  magazine  in  1965  as 
one  of  America's  youngest  million- 
aires. He  was  only  32,  but  both  broth- 
ers had  made  their  first  million  well 
before  their  30th  birthdays. 

Art  ran  Carlsberg  Financial  Corp., 
the  private  branch  of  the  family  busi- 
ness, which  started  offering  limited 
partnerships  in  1965.  Dick's  domain 
was  Carlsberg  Capital  Corp.,  the  pub- 
lic branch  of  the  company,  which 
among  other  things  manages  and  de- 
velops real  estate  all  over  the  U.S.  and 
even  ships  housing  to  the  Middle 
East.  Last  year,  for  example,  Dick 
shipped  a  factory-built  hotel  to  Ye- 
men and  put  the  finishing  touches  on 
officers'  housing  for  a  military  train- 
ing base  in  Saudi  Arabia.  Then  when 
Art  died  in  1978  (he  fell  from  a  cliff  in 
the  U.S.S.R.'s  Caucasus  Mountains 
while  hunting  rare  sheep),  Dick  took 
over  the  whole  business.  The  Carls- 
berg family  owns  90%  of  Carlsberg 
Capital,  or  $63  million  in  assets,  plus 
another  half-million  in  equity  from 
their  interests  in  the  partnerships. 

A  big-game  hunter  himself,  Dick 
Carlsberg  still  finds  time  for  his  hob- 
by— Art  died  just  before  a  long-await- 
ed permit  for  hunting  bighorn  sheep 
in  Wyoming  came  through,  so  Dick 
went  out  to  bag  a  few  instead.— /.C. 


in  notes  receivable  from  the  sale  of  prop- 
erties, due  up  to  1994.  These  guys  think 
they  just  own  real  estate,  but  what  they 
really  have  is  an  interest  in  a  business, 
and  you  can't  liquidate  that  business  just 
by  calling  up  Coldwell,  Banker  and  sell- 
ing a  property.  If  it's  done  quickly,  it's 
going  to  result  in  a  fire  sale." 

Carlsberg  is  left  with  no  choice  but  to 
continue  liquidation,  which  began  three 
years  ago.  However,  only  one  of  the  sev- 
en partnerships  has  shown  a  substantial 
gain  in  equity  per  unit  since  its  offer- 
ing— Carlsberg  Mobile  Home  Properties 
1973,  sold  for  $500  a  unit  and  now  worth 
$1,200.  Three  others  have  gained  slight- 
ly, and  the  rest  have  lost.  "I  won't  say  we 
never  made  any  mistakes,"  says  Geary. 
"The  1971  and  1972  partnersbips  were 
ruined  by  the  recession  of  1973-75.  On 
the  1973  partnership,  we  waited  until 
the  bottom  of  the  recession  to  buy,  and 
that's  why  it  has  done  so  well.  But  I  have 
to  deal  with  people  who  don't  even  know 
there  was  a  recession,  doctors  whose  to- 
tal knowledge  of  real  estate  is  that  their 
house  has  gone  up  ten  times." 

The  irony  of  it  is,  the  people  who 
caused  all  the  commotion  have  already 
made  their  money.  Carlsberg  Capital 
charges  the  partnerships  5%  of  gross 
rents  in  management  fees,  and  also  gets 
5%  of  the  profits  from  sales  of  properties 
after  the  partners  have  gotten  their  cap- 
ital back  with  a  minimum  return.  Ivy 
and  his  partners  made  at  least  $150,000 
in  commissions  for  selling  the  partner- 
ships— Ivy  says  he  placed  half  of  the  $6.2 
million  of  units.  Besides,  the  dissidents 
are  broker-dealers  with  a  vested  interest 
in  keeping  their  customers.  Says  Geary, 
"For  them  to  have  had  all  those  people 
exchange  their  limited  partnership  inter- 
ests into  a  stock — they  would  have  lost 
control  of  that  money,  you  see.  When  the 
partnerships  liquidate,  we're  going  to  be 
giving  out  taxable  income.  And  Ivy  and 
his  partners  will  be  standing  there  ready 
to  take  care  of  them." 

The  expenses  connected  with  the 
aborted  exchange  and  proxy  fight  are 
down  the  drain— $500,000,  half  of  which 
comes  out  of  the  partners'  pockets.  With 
5,000  partners,  that's  $50  each,  enough 
for  the  broker's  commission  on  a  few 
shares  of  real  estate  company  stock.  One 
Los  Angeles  broker  and  self-proclaimed 
"crusader"  recommends,  "If  a  guy  wants 
to  invest  in  real  estate,  maybe  he  ought 
to  buy  500  shares  of  a  real  estate  com- 
pany. At  least  then  he  has  liquidity  and 
some  voice  in  what  the  company  does 
with  his  money.  But  in  a  limited  partner- 
ship he  gives  up  his  corporate  democra- 
cy, he  gives  up  his  liquidity  and  he  ties 
himself  up  with  the  promoters." 

Moans  Geary,  "They  should  have 
thought  of  liquidity  before  they  invested. 
It  was  the  first  paragraph  on  tbe  original 
prospectus:  'There  is  no  liquidity  in 
these  units.'  Tf)e  very  first  paragraph  "  ■ 
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The  higher  the  cost  of  jet  fuel,  the  higher 
earnings  fly  for  Simmonds  Precision,  maker 
of  aircraft  fuel  economy  dances. 


Soaring  on 
OPEC's  ill  wind 


By  Steven  Flax 

SMALL  COMPANIES  OPERATE  at 
many  disadvantages  vis-a-vis  big 
ones,  but  the  smaller  outfits  have 
their  advantages,  too.  With  a  small  com- 
pany, a  single  new,  technically  superior 
product  can  make  a  tremendous  differ- 
ence, whereas  the  same  product  brought 
out  by,  say,  GE  would  create  a  scarcely 
noticeable  result  on  the  bottom  line. 
Take  Simmonds  Precision  Products,  a 
company  which  passed  the  $100  million 
sales  mark  for  the  first  time  last  year. 
Simmonds  makes  fuel  economy  devices 
that  can  be  installed  ("retrofitted"  in  the 
industry  lingo)  on  planes  now  in  service. 
Demand  is  getting  brisk  for  such  devices. 


Jet  fuel  prices  have  risen  so  fast  late- 
ly-— doubling  since  the  second  quarter  of 
1979 — that  even  a  cooperative  Civil 
Aeronautics  Board  can't  grant  fare  in- 
creases fast  enough  to  offset  soaring 
costs.  What's  more,  it  will  be  years  be- 
fore new  fuel-efficient  jets  are  in  service 
in  appreciable  numbers — assuming  the 
industry  can  afford  them.  The  present 
retrofit  market,  almost  4,500  commer- 
cial and  military  aircraft  that  could  use 
Simmonds  components  at  $60,000  per 
job,  amounts  to  $270  million.  That  mar- 
ket could  double  to  9,000  planes. 

Simmonds,  for  almost  50  years  a  re- 
spected maker  of  fuel  gauging  systems 
based  in  Tarrytown,  N.Y.,  stands  to  do 
very  nicely  with  what  may  be  the  most 


sophisticated  flight  performance  man 
agement  system  (PMS),  as  these  device 
are  called.  Although  not  alone  in  thil 
market,  Simmonds  is  the  first  to  have  it 
system  flight-tested  and  accepted  by  th 
FAA  for  commercial  service  on  th| 
Boeing  727,  the  workhorse  aircraft  of  th| 
large  carriers  and  the  military. 

Simmonds'  PMS  computer  is  pro 
grammed  with  mathematical  formula 
(called  a  "global  algorithm")  that  tak 
into  account  all  factors  affecting  fhgh 
performance  and  then  computes  an« 
continuously  displays  the  optimal  pitch 
altitude,  speed  and  thrust  for  the  aircraf 
with  updates  every  six  seconds  through 
out  the  flight.  The  Simmonds  system 
also  can  compute  the  effect  of  both  fixeo 
and  variable  maintenance  costs  on  th« 
total  economic  savings  possible  for  eacl 
flight,  taking  into  consideration  sue! 
factors  as  engine  wear,  taxi  and  landinj 
stresses  to  brakes,  tires  and  gear  as  well 
as  crew's  salaries  for  flight  time.  In  som« 
circumstances  the  Simmonds  system  ac 
tually  will  instruct  the  crew  to  stop  fue 
economy  measures  when  other  costs 
outweigh  fuel  savings.  The  result  will  be 
a  flight  profile  that  minimizes  the  sum  oi 
all  costs,  not  just  fuel. 

Furthermore,  if  an  engine  bums  out  ir 
flight,  the  Simmonds  system  instantly 
provides  the  crew  with  an  altitude  anc 
speed  that  will  conserve  fuel  and  give  the 
plane  the  longest  possible  range  for  id 
condition.  By  comparison,  some  com] 
peting  systems  are  rudimentary. 

Since  January  1978,  Simmonds  com- 
ponents have  been  used  by  TWA,  East- 
ern and  Continental  airlines  and  the  Ail 
Force  on  22,000  flights,  demonstrating 
an  average  decrease  in  fuel  consumptior 
of  3%.  Last  October  TWA  gave  Sim- 
monds a  firm  order  for  72  systems. 

Eastern  Air  Lines  has  73  systems  on 
order  and  has  exercised  options  for  1£ 
more.  Air  Canada  is  flight-testing  Sim-j 
monds  systems  on  their  727-200s  as 
well,  while  Continental  Air  Lines  has 
joined  Simmonds  and  McDonnell  DougJ 
las  to  flight-test  the  system  on  DC-10s< 
In  addition,  the  Air  Force  has  taken  a 
number  of  PMS  for  its  RC- 135  reconnais- 
sance aircraft  while  an  evaluation  ofi 
Simmonds  systems  for  the  KC-135  tank- 
er is  pending.  Over  $9  million  in  orders 
have  already  been  written  and  that  coulc 
double  quickly  if  orders  now  pending 
come  through.  Further  down  the  line,, 
negotiations  are  being  conducted  with) 
12  other  airlines  here  and  abroad. 

While  not  ignoring  the  original  equip- 
ment market  for  its  systems,  Simmonds) 
emphasizes  the  retrofit  market  because 
it's  the  biggest  and  will  remain  so  for  x 
while.  Also,  since  modern  jets  take  soi 
long  to  design  and  build,  the  primary 
responsibility  for  keeping  fleets  profit-! 
able  has  shifted  from  the  manufacturers 
to  the  owners.  At  90  cents  a  gallon  for  jet 
fuel,  the  payback  time  for  Simmonds  in- 


Simmonds  Precision  Products  Chairman  Geoffrey  R.  Simmonds 
The  higher  the  fuel  cost,  the  quicker  the  payback. 
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struments  is  six  months  and  gets  shorter 
;very  time  OPEC  turns  the  screws. 

Founded  by  a  Briton,  Sir  Oliver  Sim- 
monds, in  1931,  the  company  for  many 
fears  produced  mainly  an  electrical  ca- 
pacitance system  for  measuring  fuel.  Pre- 
/iously,  fuel  was  measured  by  a  bob  float- 
ng  in  the  fuel  tank.  Following  the  tragic 
ieath  in  a  plane  crash  of  the  next  CEO, 
William  Enyart,  in  1958,  the  founder's 
>on  Geoffrey  R.  Simmonds  took  over.  He 
las  diversified  the  product  line,  and  the 
;ompany  went  public  in  1960. 

During  the  boom  years  of  jet  aircraft  in 
he  mid-Sixties,  Simmonds'  per-share 
earnings  rose  from  16  cents  in  1960  to 
51.39  in  1967.  But,  just  as  inexorably, 
hey  fell  to  a  low  of  9  cents  per  share  in 
1970  when  the  entire  aerospace  industry 
leclined.  Now  far  more  diversified  and 


growing  at  3  times  the  rate  of  the  entire 
aerospace  industry,  the  company  hopes 
to  surpass  its  mid-Sixties  high.  It  earned 
$1.35  per  share  for  1979,  and  analysts 
expect  its  fuel  management  systems  to 
contribute  10  cents  to  15  cents  a  share 
additional  to  Simmonds'  1980  earnings 
and  perhaps  40  cents  to  60  cents  a  share 
in  1981. 

Performance  management  systems  are 
only  the  latest  in  a  wide  variety  of  de- 
vices and  engine  systems  Simmonds 
makes.  It  also  turns  out  sophisticated 
fuel  gauging  equipment,  jet  engine  igni- 
tion systems  and  actuators — devices  that 
control  the  in-flight  motion  of  the  trim, 
flaps  and  control  panels  for  both  missiles 
and  piloted  aircraft.  In  addition,  Sim- 
monds makes  control  systems  for  nucle- 
ar power  plants.  Since  Three  Mile  Island, 


demand  has  increased  and  customers 
want  systems  that  monitor  many  more 
factors  to  insure  plant  safety. 

Largely  on  the  strength  of  its  retrofit- 
ting prospects,  Simmonds  stock  climbed 
from  just  over  5  in  1977  to  as  high  as  21 
in  1978,  only  to  fall  to  under  15  when  its 
medical  systems  division,  acquired  in 
September  1978,  had  problems.  This  di- 
vision, which  makes  autorefractors  and 
lensmeters,  is  losing  money. 

But  a  shakeup  in  management  and  bet- 
ter cost  control  may  allow  it  to  break 
even  by  year's  end.  This  illustrates  the 
troublesome  side  of  running  a  smallish 
company.  Problems  in  even  a  single 
product  line  can  disproportionately  de- 
press overall  results.  Geoffrey  Simmonds 
is  holding  some  aces  today;  now  if  he  can 
just  get  it  all  together.  .  .  .  ■ 


iow  OPEC  is  helping  to  drive  industry  from 
he  East  out  to  the  West  and  Northwest. 


Searching  for 
a  cheap  kilowatt 


By  Carol  E.  Curtis 


CONSUMERS  ARE  DOING  MOST  of  the 
complaining,  but  over  the  past 
five  years  the  price  that  business 
>ays  for  electricity  has  risen  100%,  or 
M  times  the  residential  rate.  At  the 
ame  time,  another  factor  has  emerged: 
rhere  is  a  widening  gap  between  the 
ates  that  different  utilities  charge  their 
ndustrial  and  commercial  customers, 
rhis  is  likely  to  accelerate  the  flight  of 
ndustry  from  northeastern  cities. 

Last  year,  Eastern  State  Hospital  near 
ipokane,  Wash,  had  an  electric  bill  of 
ibout  $66,200  for  its  average  monthly 
:onsumption  of  408,000  kilowatt-hours. 
\.  single  branch  of  Gimbel's  department 
tore  in  Manhattan  paid  Consolidated 
idison,  the  nation's  most  expensive  util- 
ty,  over  seven  times  that  much,  or 
1475,000,  for  about  the  same  amount  of 
:lectricity — 425,000  kwh  a  month.  In 
jeneral,  Con  Ed's  average  industrial  con- 
iUmer  received  an  electric  bill  in  1979 
hat  was  over  $300,000  higher  than  the 
arne-size  company  in  Spokane,  Wash. 
This  trend  toward  bigger  regional  rate 


spreads  is  likely  to  accelerate  over  the 
next  ten  years,  according  to  National 
Utility  Service  Inc.,  the  nation's  largest 
utility-rate  consultants.  This  is  because 
northeastern  utilities  that  rely  on  costly 
imported  oil  are  facing  limited  choices. 
No  matter  how  eager  they  are  to  switch 
to  other  fuels,  their  prospects  for  doing 
so  are  dim,  at  least  through  1990.  At  the 
same  time,  cheap  utilities  near  inexpen- 
sive power  sources  like  hydro  and  west- 
ern coal  will  be  raising  their  rates — but 
not  nearly  as  fast. 

"The  most  expensive  utilities  will 
cause  their  service  areas  to  be  increasing- 
ly unattractive  for  industry,"  says  Sarkis 
Soultanian,  executive  vice  president  of 
National  Utility  Service. 

The  nation's  least  expensive  power 
companies,  including  Washington  Water 
Power,  Cheyenne  Light,  Fuel  &  Power 
and  Pacific  Power  &  Light,  are  favored 
by  their  location  near  cheap  fuel  supplies. 
Washington  Water  Power,  for  example, 
gets  75%  of  its  energy  from  hydro.  Ten 
years  from  now,  the  utility  still  expects 
to  be  about  50%  hydro.  Cheyenne  Light, 
the  second  least  expensive,  buys  almost 


all  of  its  power  from  Pacific  Power  & 
Light  and  Colorado  Interstate  Gas  Co. — 
at  rates  that  reflect  the  low  cost  of  fuel  at 
those  two  entities.  Pacific  Power  & 
Light,  the  third  least  expensive,  gets  over 
80%  of  its  power  from  hydro  and  coal. 

For  most  of  these  utilities  it  is  also  less 
of  a  problem  to  add  capacity.  Though  the 
cost  of  new  construction  has  soared  na- 
tionwide, it  is  still  easier  and  cheaper  to 
build  or  expand  power  plants  in  the  West 
and  Northwest  (outside  of  California) 
than  it  is  in  the  East. 

By  contrast,  the  ten  costliest  utilities 
not  only  face  ballooning  construction 
costs.  With  two  exceptions,  these  utili- 
ties are  hooked  on  oil  whether  they  like 
it  or  not.  Six  of  the  oil-based  utilities  are 
in  the  Northeast. 

For  example,  Con  Ed,  number  one  on 
the  list,  is  now  44%  oil-fired.  In  1990 
Con  Ed  still  expects  to  use  oil  for  39%  of 
its  power — despite  an  ambitious  coal- 
conversion  program.  "By  converting  to 
coal,  we  can  save  plenty,"  says  Bertram 
Schwartz,  senior  vice  president  for  fuel 
supply  and  planning.  But  so  far,  plans  to 
move  to  coal  at  Con  Ed  have  been  slowed 
by  environmental  restrictions.  And 
while  coal  use  will  eventually  increase, 
decreasing  availability  of  natural  gas  for 
boiler  use,  as  opposed  to  cooking  and 
residential  heating,  will  have  to  be  made 
up  in  part  by  oil. 

While  most  costly  oil-based  utilities 
are  in  the  Northeast,  two  notable  excep- 
tions are  Hawaii  Electric  Light  and  San 
Diego  Gas  &  Electric.  The  tiny  Hawaiian 
utility  is  in  a  state  that  depends  on  petro- 
leum for  92%  of  its  energy.  It  is  too  small 
to  go  nuclear,  and  converting  to  coal 
would  be  too  complicated  and  expensive. 
"For  the  immediate  future,  there  is  no 
other  route  but  oil,"  says  Dudley  Pratt, 
vice  president  of  the  parent  utility,  Ha- 
waiian Electric  Co. — meaning  the  is- 
land's industries  will  continue  to  face 
hefty  rate  increases  as  the  cost  of  oil 
continues  to  climb. 
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The  costliest  kilowatts 


Below,  the  ten  electric  utilities  charging  their  commercial  and 
industrial  customers  the  highest  prices  per  kilowatt  hour  in  the 
U.S.  We  also  show  the  ten  utilities  charging  the  lowest  prices.  It's 
no  surprise,  of  course,  that  the  highest  prices  are  charged  by 
utilities  hooked  on  imported  oil,  many  of  them  in  the  Northeast, 
and  that  the  lowest-priced  energy  is  sold  by  utilities  with  access  to 
hydro  power  and  coal.  If  present  trends  continue,  as  the  accompa- 
nying story  makes  clear,  the  peaks  and  valleys  are  likely  to  wid- 
en— with  serious  implications  for  companies  in  areas  where  the 
main  fuel  will  continue  to  be  oil.  Will  the  bottom  line  be  an 
industrial  boom  for  the  energy-cheap  Pacific  Northwest? 


D 


The  ten 

mOSt  COStly  cents  per  kwh 

1.  Consolidated  Edison  7.59 

New  York,  NY. 

2.  Hawaii  Electric  Light  Co.  6.71 

Hilo 

3.  San  Diego  Gas  &  Electric  5.44 

California, 

4.  Long  Island  Lighting  Co.  5.39 

Mineola,  NY 

5.  Otange  &  Rockland  Utilities  5.32 

Pearl  River,  N  Y 

6.  Public  Service  Co.  of  New  Mexico  5.25 

Albuquerque 

7.  United  Illuminating  Co.  5.18 

New  Haven,  Conn. 

8.  Iowa  Electric  Light  &  Power  5.17 

Cedar  Rapids 

9.  Bozrah  Light  &  Power  5.08 

Connecticut 


10.  Narragansett  Electric  Co.  4.91 

Providence,  R.I. 


The  ten 
least  costly 

1.  Washington  Water  Power  1.23 

Spokane 

2.  Cheyenne  Light,  Fuel  &  Power  1.26 

Wyoming 

3.  Pacific  Power  &  Light  1.39 

Portland,  Ore. 

4.  Idaho  Power  1.54 

Boise 

5.  Montana  Power  Co.  1.54 

Butte 

6.  Puget  Sound  Power  &  Light  1.70 

Bellevue,  Wash. 

7.  CP  National  1.73 

San  Francisco,  Calif 

8.  Louisiana  Power  &  Light  2.08 

New  Orleans 

9.  Southwestern  Electric  Power  2.14 

Shreveport,  La. 

10.  Portland  General  Electric  2.26 

Oregon 


Note:  Industrial  and  commercial  rates  based  on  400,000  kwh  average  monthly  use 
and  peak  customer  demand  of  1,000  kw 


Source.  National  Utility  Service  Inc. 


San  Diego  Gas  &  Electric  is  a  special 
case  for  a  different  reason.  Faced  with 
unusually  high  demand  growth,  the  util- 
ity has  had  trouble  building  new  capacity 
because  of  a  cash  squeeze  and  political 
problems  that  led  to  cancellation  of  a 
proposed  nuclear  power  plant.  San  Diego 
now  relies  on  oil  for  57%  of  its  power, 
and  by  1990  oil  will  still  supply  43% .  "As 
long  as  the  supply  of  oil  continues  unin- 
terrupted, we  don't  see  any  problem," 
says  Thomas  A.  Page,  executive  vice 
president.  Maybe  Page  is  right.  But  cus- 
tomers may  balk  at  the  pace  at  which 
their  rates  will  be  rising.  In  1969  San 
Diego  paid  $2  a  barrel  for  imported  oil.  It 
now  pays  $27  a  barrel,  with  the  prospect 
of  $35-a-barrel  oil  around  the  corner. 

The  implication  that  such  prices  have 
for  rate  increases  is  unmistakable.  And 
the  same  oil  albatross  hangs  around  the 
neck  of  many  northeastern  utilities. 

Long  Island  Lighting  Co.  is  a  good 
example.  Now  100%  dependent  on  oil, 
L.I.  Lighting  had  hoped  to  get  30%  of  its 
power  from  nuclear  energy  by  1990.  But 
now,  with  antinuclear  extremists  block- 
ing nuclear  construction,  it  may  have 
little  alternative  but  to  continue  to  rely 
completely  on  oil.  "We  have  devoted 
most  of  our  corporate  life  for  the  last  ten 
years  trying  to  get  out  of  oil,"  complains 
Vice  President  Ira  Freilicher.  "But  licens- 
ing difficulty  after  licensing  difficulty  has 
prevented  us  from  doing  it." 

With  nuclear  hopes  dimming,  L.I. 
Lighting  would  like  to  move  to  coal.  But 
that  may  be  a  geographical  and  environ- 
mental impossibility  since,  as  Freilicher 
says,  "nice  surburban  homes  nestle  right 
up  against  our  power  plants." 

Of  the  remaining  utilities  in  the  top 
ten,  four  are  in  the  Northeast  and  rely  on 
oil  as  a  mainstay.  In  1990  all  four  still 
expect  to  be  heavily  dependent  on  oil. 

NUS'  Soultanian  has  several  pieces  of 
advice  for  businesses  increasingly  hard- 
pressed  to  stay  ahead  of  galloping  utility 
costs.  One  thing  companies  can  do,  he 
says,  is  to  arm  themselves  with  a  de- 
tailed knowledge  of  utility  rate  struc- 
tures. Since  utilities  are  not  obligated  to 
give  industrial  and  commercial  custom- 
ers the  lowest  rate,  companies  can  often 
negotiate  the  rate  down.  The  average 
company,  he  says,  can  shave  10%  to 
20%  from  its  electric  bill  this  way. 

The  other  alternative  is  to  move  where 
power  is  cheaper.  Soultanian  sees  energy 
costs  now  ranking  in  importance  with 
labor  in  determining  where  a  company 
will  locate  or  expand.  He  believes  that 
companies  will  increasingly  be  looking 
to  the  West  and  Northwest  as  sites  for 
new  plants.  "Ten  years  ago,  companies 
couldn't  care  less,"  he  says.  "Now,  you 
would  have  to  be  out  of  your  mind  to  put 
a  business  in  New  York  City."  Thus  have 
the  OPEC  oil  sheikhs  dealt  another  blow 
to  New  York  City's  struggle  for  econom- 
ic survival.  ■ 
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Guess  how  many  people  on  this  page 
will  work  beyond  normal  retirement. 


Your  estimate  is  probably  too  low.  Unless  you've  seen 
the  recent  study,  American  Attitudes  Toward  Retirement 
and  Pensions. 

This  research,  commissioned  by  Johnson  &  Higgins 
and  conducted  by  Louis  Harris  and  Associates,  reached 
executives  at  212  leading  companies  as  well  as  1,699 
current  employees  and  retirees. 

Our  findings  call  into  serious  guestion  many  currently 
held  assumptions.  For  instance,  many  past  reports  suggest 
that  only  10%  to  25%  of  the  work  force  intends  to  stay  on. 


Harris  finds  that  51%  intend  to  stay  at  work,  full  or  part  time 
Furthermore,  though  executives  think  guaranteed 

income  and  vesting  are  the  most  important  things  in 

pension  plans,  employees  don't  think  so. 

The  wealth  of  reliable  information  in  this  study  can 

help  you  shape  employee  pension  programs  to  cope  with 

changing  conditions  and  attitudes. 

You  are  invited  to  review  both  the  Harris  study 

and  two  newly  developed  J&H  pension  planning  analytical 

tools  (BAI  and  GAIN)* .  Simply  call  any  J&H  office. 


''Benefit  Adequacy  Index  and  General  Adjustment  tor  Inflation 

Johnson  Higgins 

The  Private  Insurance  Broker/ Benefit  Consultant.  We  answer  only  to  you. 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING.  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


THE 

MANUFACTURERS 
HANOVER 
OPERATING 
COMMITMENT, 
WORLDWIDE: 


ITS  WORKING 
IN  THE 
CITY  OF  LIGHT... 

...and  in  Chicago  and  Hong  Kong  and  in  the  inmost 
reaches  of  Africa  as  well.  It's  part  of  our  total  banking 
philosophy  —  proven  credit  alternatives  combined 
with  premier  operations  support. 

In  Paris,  for  example,  our  subsidiary, 
Manufacturers  Hanover  Banque  Nordique,  is  a  leader 
in  serving  the  credit  needs  of  medium  and  large 
corporations  interested  in  doing  business  with 
Scandinavia  and  the  (IS. 

Our  London-based  merchant  bank, 
Manufacturers  Hanover  Limited,  has  been  a  consistent 
leader  in  Eurobond  financing,  and  in  managing  or 
co-managing  bank  loans  and  public  issues. 

The  cash  management  services  of  our  Dutch 
affiliate,  BankMendes  Gans,  have  proven  in  day-to-day 
operations  to  be  unsurpassed  for  quality,  timeliness 
and  accuracy.  Ranging  from  domestic  lock  box  to  a 
multilateral  clearing  system,  cash  management  at 
Manufacturers  Hanover  is  fully  integrated  to  service  the 
needs  of  corporations  worldwide. 

Credit.  Operations.  And  the  integration  of  both 
to  create  a  total  financial  relationship  of  the  highest 
standards  —  anywhere  in  the  world. 


"...Manufacturers  Hanover  is  totally 
committed  to  being  the  global  bank  for 
business  —  a  leading  lender  and 
a  leading  operating  partner  as  well." 

John  F.  McGUIicuddy 

Chairman  and  Chief  Executive  Officer 


MANUFACTURERS  HANOVER 


PEAKS  AND  VALLEYS  BELONG 

IN  THE  ROCKIES-NOT  IN 
A  PERFORMANCE  RECORD. 


+  40 
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ARA  feels  that  success  should  be  mea- 
sured as  much  by  consistency  and  quality 
as  by  growth. 

In  just  twenty  years,  APA  has  grown  each 
year  from  a  $25  million  company  to  a 
$2  billion  one,  at  an  average  annual 
compound  rate  of  over  24%.  Since  we 
began  paying  dividends  in  1 964,  we  have 
increased  our  dividend  rate  every  year. 

How  has  ARA  achieved  such  steady 
growth?  First,  we  spread  cyclical  risks 
through  systematic  diversification.  We  use 
expertise  gained  in  one  area  of  service 
management  to  create  opportunities  in 
other  areas.  For  example,  we  found  that 
the  techniques  we  developed  for  our  food 


services  could  be  effectively  applied  to 
other  services— such  os  transporting 
children  to  school,  managing  nursing 
homes,  distributing  periodicals,  and 
many  others. 

Wide  geographic  distribution  is  another 
factor.  APA  serves  thousands  of  clients  in 
50  states  and  many  foreign  countries. 

Most  important,  the  services  APA  pro- 
vides its  clients  (which  include  70%  of 
America's  top  corporations)  are  in  constant 
demand.  They  can't  be  postponed,  stored, 
or  imported.  Or  become  obsolete. 

As  long  as  people  need  services,  they'll 
need  APA.  Because  APA  manages  more 
services  for  more  people  than  anyone  else. 


Food  and  Refreshment  Services 

Distributive  Services 

Health  Care  Services 

Textile  Rental  and  Maintenance 

Services 

Transportation  Services 


ARA 

BECAUSE  THE  WORLD 
WILL  NEVER  OUTGROW 
fTS  NEED  FOR  SERVICE. 


ARA  Services,  Inc. 

Independence  Square 
Philadelphia.  PA  19106 


la  Bell  is  having  a  few  chuckles  now  that  it 
as  helped  RCA  out  of  its  satellite  problems. 


Space  wars 


By  Allan  Sloan 


rHis  has  been  the  hardest  goddamn 
two  months  of  my  life,"  said  Andy 
Inglis,  taking  a  generous  sip  of  his 
ck  Daniels.  "I've  earned  my  wage  to- 
ly."  Indeed  he  had.  Inglis,  president  of 
CA's  American  Communications  sub- 
diary,  had  just  finished  announcing 
CA's  deal  to  temporarily  lease  surplus 
itellite  space  from  AT&T.  Inglis  needed 
le  space  to  replace  capacity  that  disap- 
;ared  when  RCA's  Satcom  III  satellite 
as  lost  after  launch  in  December. 
The  deal  with  AT&T  was  more  than 
st  a  financial  setback  for  RCA,  which 
ill  pay  AT&T  $9.2  million  a  year  for 
itellite  space  to  be  leased  out  to  RCA's 
ible  television  customers  for  $4  million 
ss.  That's  only  money,  and  RCA  had 
lough  insurance  to  cover  it.  But  having 
\  ask  for  satellite  space  from  AT&T  was 
1  embarrassment  for  Inglis,  whose  com- 
iny  had  begun  twitting  Bell  publicly 
st  before  he  had  to  go  to  Bell  for  help. 
In  early  December,  counting  on  having 
;w  satellite  capacity  to  sell,  the  RCA 
vision  had  started  a  blitz  ad  campaign 
i  siphon  long-distance  phone  business 
vay  from  Ma  Bell  onto  Satcom.  The  ads 
ere  hardly  subtle.  Starting  out  with  "M 
for  the  money  that  you  cost  me,  A  is 
r  your  age,  you're  getting  old,"  RCA 
fitted  M-a  B-e-1-1  all  the  way  through/.: 
rhis  is  just  to  let  you  know  I'm  leaving, 
ood-bye  Ma  Bell,  hello  Americom." 
Only  it  was  good-bye  Satcom  HI.  The 
>0  million  satellite  was  launched  Dec. 

lost  Dec.  10  and  never  heard  from 
;ain.  RCA  had  counted  on  using  some 
Satcom  Hi's  24  channels  to  free  up 
:her  satellite  space  for  private-line  com- 
unications  business.  It  had  preleased 
[  Satcom  in  channels  to  cable-TV  pro- 
arnmers.  The  programmers,  the  heart 
RCA's  growing  satellite  business,  had 
;en  counting  on  Satcom  HI  to  be  able  to 
:pand  their  offerings.  They  use  satel- 
:es  to  beam  programs  directly  to  cable- 
V  systems,  which  distribute  them  to 


subscribers.  Satellites  allow  program- 
mers to  bypass  cumbersome  and  expen- 
sive ground  systems  (Forbes,  Dec.  10, 
1979).  RCA  had  no  legal  obligation  to  its 
disappointed  customers,  but  it  went 
shopping  for  temporary  capacity  to  keep 
them  happy  until  late  1981,  the  earliest 
RCA  can  get  another  Satcom  operating. 

RCA  didn't  have  many  places  to  go  to 
find  people  with  spare  satellite  capacity 
already  in  orbit.  Western  Union  didn't 
have  enough  spare  capacity  on  its  three 
Westar  satellites.  Canada  had  capacity 
on  its  three  Anik  satellites,  but  their 
antennas  are  aimed  at  Canada,  not  the 
U.S.  That  left — guess  who? — Ma  Bell. 
Bell  has  three  Comstar  satellites  in  orbit, 
and  uses  them  primarily  to  handle  do- 
mestic long-distance  calls.  RCA  and 
members  of  the  FCC  staff  have  com- 
plained frequently  that  Bell,  which  leases 
the  satellites  from  the  Communications 
Satellite  Corp.,  greatly  underutilizes 
them.  Bell,  naturally,  denies  it.  In  1978 
RCA  fought  Bell  hard  when  Bell  and 


Comsat  applied  for  permission  to  launch 
Comstar  3.  Luckily  for  RCA,  it  was 
launched  anyway. 

Bell  had  hoped  to  use  the  Comstars  to 
offer  private-line  services  a  la  RCA  and 
Western  Union,  but  the  FCC  clamped  a 
three-year  moratorium  on  Bell,  claiming 
that  powerful  AT&T  might  smother 
competition  before  it  got  going.  The 
moratorium  expired  last  July,  but  Bell  is- 
having  difficulties  developing — and  pric- 
ing— a  private-line  service.  Enter  RCA  in 
mid-December,  hat  in  hand. 

AT&T  gave  RCA  a  take-it-or-leave-it 
offer  for  1 1  satellite  channels  on  an  inter- 
ruptible  basis.  Notice  that  that's  the 
amount  of  capacity  RCA  had  committed 
to  cable-TV  programmers,  and  it  does 
not  allow  any  extra  capacity  for  RCA  to 
expand  the  services  competing  with  Bell. 
AT&T  is  charging  RCA  a  whopping 
$70,000  a  month  for  each  channel — 
$30,000  a  month  more  than  RCA's  FCC- 
approved  rate  for  interruptible  service. 

Inglis  says  that  during  the  negotia- 
tions, Bell  never  made  a  big  deal  of 
RCA's  rather  snide  December  ads. 
"We're  all  businessmen,"  he  says.  Ma 
Bell's  comment:  "There's  nothing  retali- 
atory about  the  price." 

Interestingly  enough,  Bell  wants  FCC 
approval  to  have  Comsat  launch  a  fourth 
Comstar  satellite.  RCA,  which  opposed 
the  last  one,  says  it  won't  oppose  this 
one.  Selling  Comstar  space  to  RCA 
makes  it  a  lot  easier  for  AT&T  to  justify 
strengthening  its  basic  position  by 
launching  Comstar  4,  because  the  RCA 
deal  soaks  up  a  lot  of  surplus  capacity. 

This  is  all  an  object  lesson  to  skeptics 
who  contend  that  big  American  corpora- 
tions don't  compete  with  each  other 
very  much.  And  it's  also  a  lesson  in  ad- 
vertising— it's  all  right  to  tease  AT&T, 
just  make  sure  that  Ma  Bell's  not  going 
to  have  the  last  laugh.  ■ 


Ma  Bell 

/                                I                                     ts  for  tie  business          .  „  /  ,  .  .  ,  .    /  Ms  k -  Just  to  kf 

/s  for  the  money                      /sforyourape                              calls  you carry  isrbrmeearti/l  sforfono-d/sfance  you  know  fa  town, 

foot  you  cast  me                   you're  yetting atr                         Ther&pctfotea  rvtsoc/teaiv/  bmsofrg,  0oooQyeMoBei( 

bettvwayfnrtd/ 


When  you  make  a  long-distance    RCA  Amencom  201  Centennial  Ave  , 
call  w.th  Ma  your  message,  ol  course.    Piscalaway.  NJ  08854 
goes  a  long  way  The  problem  is  lhal  Name 
your  money  doesn't  _ 

&x  years  ago  we  created  a  T.lle<'phone  _ 
satellite  commun-cations  service  that  Company— 
lets  your  money  go  as  lar  as  your  ^ 

message  Now  hundreds  of  Amerea  s  "UUI™  

smallest  and  biggest  companies  are  Gty'Stai&Zip 
saving  from  hundreds  10  thousands 
on  ihex  phone  bills  every  month 

You  can  |oin  them 

II  your  company  spends  iust  45 
minutes  a  day  transmitting  voice,  data 
and  lacsimile  between  two  ot  our 
served  cities,  we  could  cut  your  long 
distance  phone  bill  40  percent 

There's  no  capital  investment 
No  change  m  equipment  And  no 
sacnfice  m  reliability  and  quality  Just 
a  lot  o!  savings  And  a  lot  ol  service 

II  high  tong-dislance  phone  tails 
ung  a  lamiliar  bell  call  Wall  Pol> 
(201 )  885-4408  Or  mail  coupon  today 
lor  detailed  inlormalon 


RCA's  December  ad  trying  to  lure  business  from  AT&T 

Ma  Bell  may  be  getting  old,  but  she  got  the  last  laugh. 
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Proposed  tax-exempt  financing  reforms  may 
kill  the  newest  hot  short-term  product  of  the 
mutual  funds  in  the  delivery  room. 


It's  a 
good  wind 


JUST  AS  THE  FLEDGLING  tax-exempt 
money  fund  industry  is  getting  off 
the  ground,  a  development  out  of 
Washington  threatens  its  very  existence. 
The  threat  of  the  so-called  taxable  bond 
option,  though  barely  perceptible  now, 
could  mark  the  beginning  of  the  end  of 
ne*w  tax-exempt  public  financing. 

Eventually,  were  it  to  take  hold,  doing 
away  with  tax-exempts  would  make  a 
vastly  different  approach  to  state  and 
municipal  finance  necessary.  The  federal 
government  estimates  that  it  "lost" 
$14.5  billion  in  tax  revenues  on  interest 
as  a  result  of  tax-exempt  financing.  The 
proposed  changes  might  not  end  up  "sav- 
ing" much  of  this  money  for  the  Trea- 
sury because  the  tax  exemption  would  be 
replaced  with  federal  subsidies  for  state 
and  local  borrowings. 

However,  judging  from  what  happened 
back  in  1962,  when  Stanley  Surrey,  then 
assistant  secretary  of  the  Treasury  for 
tax  policy  and  now  a  Harvard  professor, 
got  the  Kennedy  Administration  to  pro- 
pose the  idea,  the  change  is  still  a  way 
into  the  future.  At  that  time,  the  torrent 
of  protesting  mayors  and  governors  who 
poured  into  the  capital  seemed  about  to 
tilt  the  continent.  But  lately,  Surrey  pro- 
tege's still  at  the  Treasury  have  gotten 
President  Carter  interested  in  the  idea, 
and  this  may  be  its  time. 

Their  first  efforts  won't  be  against  the 
traditional  state  and  local  authority  tax- 
exempts  that  pay  for  sewers,  schools, 
bridges  and  tunnels,  because  that  would 
mean  confronting  such  constitutional  is- 
sues as  the  sovereignty  of  the  states  and 
their  legitimate  offspring.  It's  some 
newer  forms  of  tax-exempt  financing 
that  are  getting  the  attention.  That  be- 
gan nearly  three  decades  ago  with  indus- 
trial revenue  bonds  issued  by  southern 
states  to  finance  plants  for  private  indus- 
try moving  from  the  North.  These  days 
everything  from  pollution-control  equip- 
ment for  private  industry  to  single-fam- 
ily houses  is  financed  with  tax-exempts. 
As  far  back  as  1968,  when  the  annual 


Harvard  Professor  Stanley  Surrey 


At  Treasury,  his  melody  lingers  on. 

volume  of  new  issues  of  industrial  rev- 
enue bonds  hit  $1.58  billion,  Congress 
slapped  a  $1  million  limit  on  the  size  of 
an  issue.  But  that  clearly  did  little  to 
stem  the  tide  of  other  uses  of  tax-exempt 
interest.  The  taxable  bond  option,  how- 
ever, may. 

This  suggested  alternative  is  an  issue 
like  the  one  used  to  raise  $820  million  to 
finance  Washington's  subway  system 
back  in  the  early  1970s.  The  Metro 
bonds  were  taxable  and  carried  coupon 
rates  ranging  from  7.30%  to  8.15%,  but 
25%  of  the  interest  cost  was  borne  by 
the  federal  government.  In  other  words, 
the  Feds  put  out  money  but  they  got  at 
least  some  of  it  back  as  taxes.  More  such 
moves  would  affect  the  new  tax-exempt 
money  funds  indirectly  even  though 
their  interest  is  short-term  instruments. 

There's  also  a  proposal  in  the  1981 
budget  that  would  cut  directly  and  deeply 
into  the  supply  of  prime  merchandise  for 
the  portfolios  of  these  tax-exempt  mon- 
ey market  funds.  Its  purpose  is  to  cut 
down  on  the  sale  by  public  housing  au- 
thorities of  short-term  tax-exempt  proj- 
ect notes  used  to  finance  construction. 


The  Department  of  Housing  &  Urbai 
Development  would  allow  local  housinl 
authorities  to  roll  over  short-term  notel 
into  long-term  tax-exempt  bonds  whel 
projects  are  completed.  This  would  stili 
keep  public  housing  interest  costs  low 
But  the  bonds  would  be  bought  by  th 
Federal  Financing  Bank,  which  managei 
certain  off-budget  agency  transaction 
for  the  U.S.  government.  FFB  would  thet 
finance  the  purchase  of  these  bond 
through  public  sale  of  taxable  Treasury 
debt.  In  that  way  the  Treasury  wouh 
recover  some  of  the  subsidy  cost  througl 
taxes  collected  on  the  interest  it  pays  or 
its  bonds.  Some  of  the  subsidy  would  bt 
paid  by  HUD  out  of  a  special  annua 
congressional  appropriation.  If  this  ide; 
should  catch  on,  it  could  eventually  spel 
an  end  to  all  or  most  tax-exempt  housing 
financing. 

When  this  plan  was  announced  in  law 
January,  it  set  off  a  panic  among  the  half 
dozen  tax-exempt  money  market  funds 
Warwick-Vanguard  Municipal  Bone 
Fund,  Federated  Tax  Free  Trust,  Bache 
Halsey  Stuart's  Chancellor  Tax-Exempt 
Daily  Income  Fund,  Scudder,  Stevens  &) 
Clark's  Tax  Free  Money  Fund,  Fidelity 
Group's  Tax-Exempt  Money  Markei 
Trust  and  Shearson  Loeb  Rhoades'  insti< 
tution-only  Municipal  Fund  for  Tempo- 
rary Investment.  The  first  two  are  th^ 
oldest.  Warwick-Vanguard  is  just  ovei 
two  years  old,  Federated  is  little  more 
than  one  year  old.  Total  holdings  of  all  six 
funds  are  around  $590  million,  practically 
nothing  at  all  compared  with  the  $58 
billion  now  sitting  in  the  portfolios  of  the 
78  taxable  money  market  funds.  Tax-free 
yields  range  from  4.99%  to  6.12%.  If  the 
Administration  does  manage  to  cut  into 
the  volume  of  tax-free  financing,  what) 
could  the  funds  invest  in? 

For  a  while,  the  competition  for  avail- 
able short-term  tax-exempt  instruments! 
cut  the  yields  of  these  funds.  In  January,, 
six-month  public  housing  project  note$ 
traded  at  6.32%.  Despite  rising  interest 
rates,  sizable  orders  from  mutual  fundst 
raised  the  price  and  lowered  yields  to 
5.75%  after  news  leaked  out  of  Washing- 
ton that  the  government  might  reduce: 
the  volume  of  short-term  notes.  Subse- 
quent tightening  moves  by  the  Federal 
Reserve  have  raised  the  yields  to  7.25%. 

The.4.99%  to  6.12%  overall  return  ori| 
these  funds  in  late  February  still  com-' 
pared  unfavorably  with  the  14%  yields  of| 
the  taxable  funds  if  investors  have  a  net] 
taxable  income  of  less  than  $70,000  on  a| 
joint  return. 

So  aside  from  the  constitutional  ques- 
tion of  states'  rights  and  such  other  broadl 
issues  as  the  use  of  tax  exemption  to 
redistribute  income,  Congress  may  have 
to  grapple  with  the  pressures  of  an  infant 
industry  lobby  of  the  half-dozen  new  fundsi 
whose  ox  is  about  to  be  gored.  It  seems  taxi 
reform  proposals  inevitably  create  as 
many  problems  as  they  solve.  ■ 
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Put  Corroon&Black 
at  the  helm. 


We're  the  brokers  who  can  help 
your  business  steer  clear  of  potential  hazards. 


Rising  insurance  costs  make  effective  risk  management 
more  important  than  ever  to  businesses  of  all  sizes.  And 
that's  where  Corroon  &  Black  can  help. 

We'll  design  a  risk  management  program  that  can  effec- 
tively reduce  the  risks  and  costs  of  your  business  insurance. 

The  approach  we  use  is  total  account  evaluation.  Which 
means  we  examine  every  aspect  of  your  current  risk  man- 
agement program,  inside  and  out.  Our  professionals  look  at 
your  loss  controls.  They'll  analyze  your  present  coverages 
to  see  if  they're  best  for  your  business.  They'll  even  check 


if  the  loss  information  you  get  now  is  adequate. 

All  this  is  just  part  of  Corroon  &  Black's  risk  manage - 
ment— on  land,  in  the  air,  on  water.  Anywhere  youi  business 
takes  you.  And  it's  another  reason  why  we've  become  one 
of  the  largest  insurance  brokers  in  the  business,  with  over 
90  offices  worldwide. 

Put  the  expertise  of  Corroon  &  Black  to  work  now. 
For  a  complete  analysis  of  your  risk  management  program, 
call  Richard  M.  Miller,  President,  toll-free,  at 
800-221-7024.  (In  New  York,  call  collect,  212-363-4100. ) 


CB  Corroon&Black 

Wall  Street  Plaza,  New  York,  NY  10005  ■  Offices  nationwide  and  worldwide 


Thanks  partly  to  U.S.  bureaucrats,  London's 
commodity  dealers  are  enjoying  a  boom. 


The  last 
free  market? 


By  Barbara  Ellis 


AS  THE  COMMODITY  MARKETS — 
gold,  silver,  copper,  sugar,  rub- 
ber— have  boiled  and  bubbled 
over  recent  months,  which  of  the  world's 
exchanges  has  done  best?  Not  New 
York's  Comex  or  Chicago's  Mercantile 
Exchange,  but  the  commodity  brokers  of 
London — and  for  an  interesting  reason. 

American  zeal  to  keep  commodity 
transactions  lily-white  has  driven  away 
from  the  U.S.  exchanges  many  of  the 
speculators  whose  constant  trading  is 
the  market's  lifeblood.  A  case  in  point 
occurred  in  January,  when  it  looked  like- 
ly that  silver  buyers  including  Nelson 
Bunker  Hunt  and  some  Middle  East  in- 
vestors would  demand  delivery  on  the 
large  number  of  silver  futures  contracts 
they  had  bought.  Comex,  worried  that 
this  would  mean  a  squeeze  on  delivery  of 
silver  supplies,  hurriedly  slammed  re- 
strictions on  new  positions,  thereby  ef- 
fectively closing  the  market  for  weeks. 
As  a  result,  a  great  deal  of  speculative 
money  headed  across  the  Atlantic — 
much  of  it,  according  to  dealers,  chan- 
neled through  Switzerland  to  London. 
"This  is  one  of  the  busiest  periods  we 
have  experienced  in  the  last  ten  years," 
says  Bruce  Leeming,  a  director  of  Lon- 
don Metal  Exchange  brokers  Rudolf 
Wolff  &  Co. 

In  the  first  three  weeks  of  February, 
London  Metal  Exchange  figures  show 
that  the  amount  of  silver  traded  was  13% 
up  on  the  first  three  weeks  of  January 
(pre-Comex  restrictions).  These  figures, 
though,  reflect  only  deals  done  during 
official  hours — a  little  over  one-tenth  of 
total  trading  time.  "The  business  we  do 
out  of  hours  can  make  official  volumes 
pale  into  insignificance,"  comments  one 
trader. 

"It's  the  philosophy  of  the  American 
markets  to  protect  the  speculators  and 
the  shorts,  whereas  our  concern  is  to 
protect  trade  interests,"  explains  Ian  Fos- 
ter of  another  LME  member  firm,  H.P. 


Thompson  &  Sons.  But,  claims  Foster, 
his  market  is  actually  kinder  to  shorts: 
"We  have  no  limit  moves  [daily  limits], 
so  if  you  are  short,  there's  always  a  seller 
at  some  price  and  you  can  get  out.  In 
America,  the  limits  mean  you  are  locked 
in.  They  exacerbate  the  situation." 

Speculators  in  London  often  need 
deeper  pockets  than  in  New  York:  The 
London  silver  contract,  for  example,  is 
10,000  ounces,  twice  the  New  York  size. 
Ian  Foster  points  out  another  disadvan- 
tage: "On  the  metal  exchange,  we  don't 
have  a  clearing  house.  If  you  trade  three 
months  forward  and  make  a  profit  in 
four  days,  you  still  have  to  wait  the  full 
three  months  before  you  can  get  your 
money."  He  adds,  though,  that  a  broker 
may  allow  a  percentage  of  that  forward 
profit  as  collateral  for  new  business. 


Trading  ring  at  the  London  Metal  Exchange 
Is  self-regulated  best-regulated? 


But  the  most  significant  difference  be 
tween  the  London  and  U.S.  futures  mar 
kets  at  the  moment  is  in  their  method^ 
of  regulation.  Unlike  the  U.S.'  CommodJ 
ity  Futures  Trading  Commission 
(CFTC),  there  is  no  statutory  body  in 
Britain  to  oversee  futures  trading. 

"There  is  a  gross  misconception  of  the 
London  markets,"  says  Jim  Sweeney, 
commodity  trader  with  E.F.  Hutton  in 
London,  "a  feeling  that  they  are  com- 
pletely unregulated.  They  are  self-regulat 
ed,  and  in  the  past  were  supervised  by 
the  Bank  of  England."  That  supervision 
is  still  there,  though  submission  to  it  has 
been  "voluntary"  since  last  October, 
when  exchange  control  was  lifted. 

"The  London  Metal  Exchange  watche 
positions  carefully,  but  they  don't  do  it  as 
publicly  as  the  U.S.  exchanges,' 
Sweeney  adds.  "Of  course,  they  have 
only  28  active  ring-dealing  members.  It's 
much  easier  to  police  that  than  the  Co 
mex-type  exchange  with  500  to  1,000 
floor  traders.  You  can  get  28  managing 
directors  in  one  room  and  say,  'Here's- 
the  problem.'  " 

Lately,  a  problem  that  has  come  up) 
frequently  is  the  plan  the  U.S.'  CFTC  hag 
to  force  brokers  to  reveal  the  names  o» 
clients  (including  foreign  clients)  owning; 
futures  contracts.  In  mid-February  CFTC 
Chairman  James  Stone  visited  London,! 
at  British  government  invitation,  to  ex^ 
plain  the  plan  and  hear  objections.  There) 
were  plenty. 

Says  David  Anderson  of  brokers  Com-) 
modity  Analysis:  "It's  totally  irrelevant) 
to  know  who  owns  every  futures  conJ 
tract  everywhere  in  the  world.  To  regu-) 
late  a  market  efficiently,  you  need  only) 
regulate  the  members  of  that  market.'] 
According  to  Anderson  and  others,  it  is 
far  more  effective — and  quicker — to  have) 
a  strong  exchange  committee  able  to 
take  action  "not  against  the  client,  if  he 
is  trying  to  corner  a  market,  but  against 
the  market  members  who  are  transact- 
ing the  business.  If  you  have  to  go 
through  litigation  against  foreign  firms 
acting  for  foreign  clients,  the  thing 
doesn't  get  resolved  for  years." 

Rudolf  Wolff's  Bruce  Leeming  puts  a 
similar  thought  more  pithily:  "It's  no  use) 
trying  to  exert  control  on  a  market  by 
having  bureaucrats  poking  about.  Youl 
shouldn't  have  people  in  government  ol 
with  political  ambitions  interfering  in 
the  market  where  they  have  no  damn 
business." 

That  view,  of  course,  is  shared  by 
many  Americans.  Bill  O'Neill,  a  trader 
with  New  York  brokers  ContiCommo- 
dity,  forecasts  a  further  "substantial  exo- 
dus" of  trade  if  London  introduces  the 
gold  futures  contract  known  to  be  in  the 
works:  "The  market  is  almost  there  for 
the  taking,"  he  says.  "Overregulation 
tends  to  take  people  away  from  a  market, 
so  London  has  the  potential  to  be  consid- 
erably more  popular."  ■ 


140 


FORBES,  MARCH  17,  19801 


phone 


???*OBWSON  jr. 


Use  this  card.  It's  the 


^2-555-123^ 


easiest  way  to  use  me. 


If  you're  on  the  move  in  business,  use  me,  your  public  phone,  as  your  branch  office. 
And  I'm  even  easier  to  use,  with  a  Bell  Credit  Card.  It's  as  fast  to  use  as  giving  the  operator 
your  card  number.  You  get  a  monthly  record  of  your  calls,  too. 
Airports,  hotels,  motels.  Wherever  your  business  takes  you,  use  your  Bell  Credit  Card. 
To  apply  for  it,  just  call  your  Bell  Business  Office. 
The  Bell  Credit  Card  is  the  key  to  your  branch  office. 


I'm  your  branch  office. 


Bell  System 


7or  more  than  fifty  years  Louis  Berkman  has 
Vecialized  in  bargains.  Ampco-Pittsburgh 
tands  as  a  monument  to  his  tenacity. 


The  scrapper 


By  Thomas  Jaffe 


m  t  71,  Louis  Berkman  has  lived 
one  version  of  the  American 
»  dream,  and  now  he  may  be  about 
3  live  another  one.  The  son  of  an  immi- 
rant  junk  dealer  in  the  mill  town  of 
teubenville,  Ohio,  Berkman  at  15 
ropped  out  of  school  to  drive  a  horse 
id  wagon  for  his  father.  In  the  classic 
adition,  he  moved  from  junk  to  scrap 
letal  to  a  collection  of  steelmaking  and 
eavy  equipment  companies  grossing 
lore  than  $500  million  a  year.  Almost 
lvariably,  as  befits  a  man  who  started 
n  a  shoestring,  he  was  a  bargain  hunter, 
uying  assets  as  cheaply  as  possible.  But 
ow  he  is  in  the  midst  of  a  deal  in  which 
e  is  departing  from  those  days  and  pay- 
lg  a  fat  premium  for  an  acquisition, 
onically,  this  premium-priced  purchase 


may  well  be  Berkman's  best  deal  yet. 

Lou  Berkman  and  his  immediate  fam- 
ily now  control  about  41%  of  Ampco- 
Pittsburgh  Corp.,  a  $420  million  (sales), 
Pittsburgh-based  public  manufacturer  of 
railroad  cars,  specialty  steel  and  metal 
products.  They  also  run  the  privately 
held  Louis  Berkman  Co.,  of  Steubenville, 
whose  businesses  include  steel  and  metal 
products  as  well  as  lumber,  hardware, 
truck  cabs,  snowplows  and  real  estate. 
Add  to  that  35%  of  the  shares  in  a  Penn- 
sylvania bank  holding  company  with 
$252  million  in  assets.  On  paper  alone, 
the  stocky,  mustachioed  Berkman — who 
divides  his  time  between  a  home  in  Steu- 
benville and  an  apartment  in  a  down- 
town Pittsburgh  hotel — is  worth  at  least 
$50  million. 

Berkman  has  managed  to  achieve  all 
this  with  a  minimum  of  publicity.  He 


arshall  Berkman  (left)  and  bis  father  Louis  of  Ampco-Pittsburgh  Corp. 
a  been  a  long  journey  from  the  Steubenville  junk  business,  but  now  the 
erkman  family  may  have  a  real  growth  company  on  their  hands. 


assiduously  avoids  the  press,  including  a 
Forbes  interview. 

Berkman  made  his  first  big  move  dur- 
ing World  War  II  as  an  agent  buying  and 
selling  scrap  for  the  British  government. 
He  then  went  through  a  succession  of  at 
best  marginal  steel  companies — Parkers- 
burg  Steel,  Superior  Sheet  &  Steel,  Ohio 
River  Steel,  Follansbee  Steel.  He  bought, 
used  them  and  sometimes  discarded 
them.  One  company  Berkman  got  rid  of 
produced  steel  during  the  "gray  market" 
of  the  Korean  War.  Another  one  he  has 
held  onto  he  acquired  in  1954  following  a 
legal  battle  in  which  his  side  succeeded 
in  thwarting  the  proposed  sale  of  its  roll- 
ing mills.  Yet  five  years  later  he  turned 
around  and  unloaded  those  very  same 
mills.  Ampco-Pittsburgh  itself  originally 
was  fashioned  from  a  doddering  old 
Pittsburgh  company,  Screw  &  Bolt  Corp. 
of  America,  which  Berkman  merged 
with  Wisconsin's  Ampco  Metal. 

These  days  he's  behind  still  another 
merger,  but  not  at  a  bargain  price  at  all. 
Previously,  through  Ampco-Pitt,  he  had 
patiently  spent  a  decade  buying  up  $12.1 
million  worth  of  Pittsburgh  Forgings  Co. 
shares  on  the  open  market  at  an  average 
price  of  $12.  Last  summer,  however, 
Ampco-Pitt  anted  up  $74  million  for  the 
68%  of  Forgings  it  didn't  already  own. 
That's  a  change  in  his  style  of  play,  be- 
cause at  $38  a  share,  Berkman  is  paying  a 
100%  premium  over  1978  book  value. 

Why  was  Berkman  changing  his  style 
after  so  many  years?  Essentially  because 
his  operations  were  big  enough  now  that 
he  could  afford  to  go  for  quality  rather 
than  quantity.  Pittsburgh  Forgings,  $240 
million  (sales),  also  headquartered  in 
Pittsburgh,  was  far  from  scrap.  Though 
only  the  nation's  fifth-largest  manufac- 
turer of  freight  cars  and  parts,  Forgings' 
1979  profits  were  $10.1  million — a 
21.5%  increase  over  1978,  or  better  than 
twice  its  rate  of  sales  growth.  It  had  over 
$246  million  in  order  backlog.  Forgings 
was  throwing  off  an  excess  $8  million  in 
cash  a  year,  and  carried  only  $10.1  mil- 
lion in  long-term  debt.  As  Ampco-Pitt 
itself  was  virtually  debt  free,  this  made 
more  palatable  the  $70  million  in  bank 
borrowing  to  finance  the  tender  ($40  mil- 
lion at  101/2%  interest,  the  rest  at  '/»% 
above  the  prime).  At  those  rates,  with 
Forgings  expected  to  earn  around  $30 
million  pretax  in  1980,  Ampco-Pitt  will 
end  up  paying  just  $  1 1  million  to  pick  up 
$19  million  in  new  operating  profits. 

Unlike  the  marginal  outfits  of  his  past, 
Berkman  now  may  have  a  growth  com- 
pany on  his  hands.  Once  Ampco-Pitt 
works  through  its  freight  car  backlog,  it 
will  be  ready  by  1981  to  fill  new  orders, 
especially  for  coal  hoppers.  "If  we  go  big 
to  coal,  they're  one  of  the  few  companies 
the  railroads  will  be  able  to  go  to  and  get 
quality  cars  immediately,"  says  security 
analyst  Mario  Gabelli  of  New  York's  Ga- 
belli  &  Co.  "Make  2,000  coal  hoppers 
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Asia  is  sending  you  a  message 


Pick  it  up  at  Newsweek. 

The  message  begins:  "We're  buying.  Big." 

The  messenger  is  Asian  Profiles  2,  the 
most  comprehensive  study  of  the  Asian  ex- 
ecutive ever  undertaken. 

It  goes  on,  to  tell  you  how  and  where 
these  men  spend  enough  money  on  tick- 
ets to  sell  out  an  entire  airline  for  a  full  year; 
who  spends  how  much  on  watches,  who 
owns  cameras  and  cars;  what  kind  of  bev- 
erages are  consumed. 

The  AP2  data  base  covers  the  broadest 
spectrum  ever  of  product  purchase  pat- 
terns and  media  consumption  habits.  Its 
universe  extends  to  over  one  million  men. 
Its  size,  scope  and  timeliness  can  help  you 
reach  this  vast  market  efficiently, 
effectively. 

Asian  Profiles  2  is  the  latest  addition  to 
the  Newsweek  International  Data  Center. 


No  other  international  medium  has  such  a 
center,  devoted  exclusively  to  interna- 
tional media  /marketing  research  projects. 

Three  computer  terminals— in  London, 
Hong  Kong,  and  New  York— provide  quick 
and  direct  access  to  highly-focused,  con- 
temporary research  that  can  help  you  pin- 
point your  market  and  evaluate  the 
media  reaching  it. 

AP2,  like  the  Pan  European  Survey,  the 
McCann  Middle  East  studies  and  others, 
are  only  a  phone  call  away. 

If  you  sell  in  Asia— or  elsewhere— simply 
call  your  Newsweek  International  repre- 
sentative. He'll  help  you  find  your  best 
prospects. 

And  then  he'll  help  you  reach  them. 
In  Newsweek.  The  international  news- 
magazine. 


Newsweek 


llll 


data 
center 


SALES  OFFICES  New  York  -  Chicago  •  Los  Angeles  -  San  Francisco  •  London  •Amsterdam  •  Frankfurt/Main  -  Geneva  •  Paris  •  Rome  •  Hong  Kong  •  Manila  •  Sydney  -  Tokyo 


ciated  Communications  (his  brother  and 
nephew  are  the  other  two  board  mem- 
bers), he  owns  17.5%  of  the  stock.  Those 
450,000-odd  shares  recently  had  a  mar- 
ket value  of  $3.4  million. 

Says  an  insider  to  the  Rust  Craft-Ziff 
deal:  "At  first  it  looked  like  Jack  and  Lou 
were  playing  a  game,  using  each  other's 
supposed  hostility  to  constantly  better 
the  price.  You  thought  they'd  go  home  at 
night  and  chuckle  over  it.  But  after  a 
while  you  realized  how  deep  their  feel- 
ings about  each  other  ran." 

With  the  Rust  Craft  deal  and  the  Pitts- 
burgh Forgings  takeover  under  his  belt, 
Lou  Berkman  may  be  pulling  back  a  bit. 
Last  April  he  handed  over  titular  control 
of  Ampco-Pittsburgh  to  Marshall,  43, 
and  Robert  Paul,  42,  now  its  president. 
Both  are  graduates  of  Harvard  law  and 
business  schools,  with  over  15  years  of 
experience  managing  Berkman  compa- 
nies, and  they  seem  intent  on  building  a 
major  public  company.  Pittsburgh  Forg- 
ings was  a  quality  acquisition,  and 
there's  no  telling  what  Ampco-Pitts- 
burgh may  become  once  the  founding 
father  gets  his  hooks  into  all  that  excess 
cash  flow. 

Lou  Berkman  may  be  pulling  back  but 
he's  not  really  retiring.  Says  a  former 
associate,  "If  the  boys  were  ever  going  to 
do  anything  big  it  wouldn't  be  without 
him.  He's  still  the  boss,  and  he  will  be 
until  he  dies."  ■ 


February  6, 1980 


Remington  Arms  Company,  Inc. 

has  been  acquired  through  merger  by 

E.I.  du  Pont  de  Nemours  and  Company 


The  undersigned  acted  as  financial  advisor  to 
Remington  Arms  Company,  Inc.  in  connection  with  this  transaction. 


Salomon  Brothers 


;lling  at  $50,000  apiece,  and  that's  $100 
lillion.  And  it's  very  profitable,  as  all 
□u  do  is  move  them  right  down  the 
jsembly  line  bang-bang."  Gabelli  figures 
le  margins  at  around  12%.  That  means 
etting  around  $7  million  aftertax,  or  $2- 
lus  a  share. 

The  new  combined  Ampco-Pitt  will 
irn  $4  to  $4.50  this  year,  nearly  $2  more 
lan  the  old  company  did  in  1979.  A 
Dost  from  coal  hoppers  would  lift  it  to  at 
•ast  $7  by  1981.  With  a  sustained  coal 
aom,  who  knows?  Looked  at  this  way, 
ittsburgh  Forgings  may  turn  out  to  be  a 
irgain  despite  the  premium  price  Berk- 
tan  paid  for  it. 

When  we  say  that  Berkman  has  oper- 
:ed  behind  a  veil  of  anonymity,  we  are 
ccepting  a  single  episode  which  he 
ould  just  as  soon  forget  but  which 
lrned  out  well  in  the  end.  It  involved 
ust  Craft  Greeting  Cards  Inc.,  a  $72 
lillion-a-year  greeting  card  and  broad- 
isting  operation.  Lou,  his  son  Marshall 
/ho  had  been  Rust  Craft  CEO)  and  son- 
i-law  Robert  Paul  controlled  about  29% 
:  the  company's  stock.  Lou's  older 
'other  Jack  and  his  son  had  12%. 

When  Chairman  Lou  agreed  in  1977  to 
11  the  company  to  Ziff  Corp.,  the  New 
ark  magazine-publishing  outfit,  Vice 
hairman  Jack  cried  foul.  He  claimed 
iat  Lou  et  al.  were  trying  to  cut  the 
isiness  out  from  under  him  and  his,  and 
)ing  it  on  the  cheap  to  boot.  A  bitter 


family  squabble  broke  out  over  the  valu- 
ation of  the  company  and  got  into  the 
newspapers. 

While  the  bickering  went  on,  Ziff 
waited  one  and  a  half  years  to  close  the 
deal.  Constantly  renegotiating  the  price 
up  to  placate  Jack,  Ziff  saw  its  original 
offer  of  $25  a  share  for  all  of  Rust  Craft 
balloon  to  $33.75  for  just  the  perennial 
profit  laggard  of  a  card  division  and  six 


Ziff  waited,  one  and  a  half  years 
to  close  the  Rust  Craft  deal. 
Says  an  insider:  "At  first  it 
looked  Wee  Jack  and  Lou  were 
playing  a  game,  using  each  oth- 
er's supposed  hostility  to  con- 
stantly better  the  price.  You 
thought  they'd  go  home  at  night 
and  chuckle  about  it.  But  after 
a  while  you  realized  how  deep 
the  feelings  ran." 


television  stations.  The  sale  finally  was 
made  for  $89  million  (Lou  got  about  $20 
million),  but  with  a  kicker.  Ziff  had  to 
sell  Rust  Craft's  1 1  radio  stations  plus  its 
5%  stock  holding  in  an  $80  million  cable 
TV  company  back  to  the  Berkmans  for 
$6.6  million.  This  was  to  give  Jack  and 
son  a  business  to  run. 

And  still  Lou  can't  lose.  Although  he 
doesn't  control  the  new  company,  Asso- 
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ut  of  the  ruins  of  1970  and  1974,  these  four 
westment  outfits  have  built  brilliant  careers, 
hey  have  one  thing  in  common — geography. 


Another  eastern 
bastion  falls 


The  Money  Men 


By  Nick  Galluccio 

its  November  1979  issue,  Institution- 
Investor,  a  trade  magazine  for  money 
inagers,  polled  72  senior  portfolio  man- 
ers  at  leading  institutions,  asking:  "If  a 
v  were  passed  prohibiting  you  from 
maging  your  own  pension  or  profit- 
aring  plan,  whom  would  you  select  to 
mage  it  for  you?"  The  managers  were 
en  asked  to  give  their  choice  to  manage 
,mall  fund  of  about  $10  million  and  a 
ge  fund  of  over  $100  million.  Like  bells 
a  slot  machine,  the  same  name  came 
in  all  three  categories, 
[f  easterners  still  have  any  smugness 
t,  the  result  should  have  knocked  it 
t  of  them.  Capital  Guardian  Trust  is 
adquartered  not  in  Boston  or  New 
irk  or  Philadelphia,  but  in  Los  Angeles, 
lere  it  is  part  of  a  huge,  low-profile, 
nservative  outfit  known  as  Capital 
oup  that  manages  $9  billion  in  assets. 
Los  Angeles?  Home  of  swamis,  con 
en  and  gunslingers?  Hardly  renowned 
■  quality  money  management.  But  it  is 
coming  just  that.  The  West  Coast  is 
day  mounting  a  major  challenge  to  the 
st's  traditional  domination  of  money 
inagement.  If  the  crashes  of  1970  and 
74  demolished  many  solid  old  reputa- 
»ns,  they  made  some  new  ones.  The 
est  Coast  has  more  than  its  share  of  the 
:ter.  Forbes  estimates  that  $70  billion 
the  professionally  managed  money  in 
e  U.S.  is  now  run  from  California,  vs. 
arcely  $30  billion  a  decade  ago. 
There  is  San  Francisco's  $7  billion 
ells  Fargo  Investment  Advisors  who 
ve  taken  Modern  Portfolio  Theory 
>m  dusty  financial  journals  and  given 
rporate  America  indexing  and  other 
ernatives  to  traditional  money  man- 
ement.  So  successful  has  Wells  become 
at  other  institutions  across  the  country 
it  Bankers  Trust,   Citibank,  Chase 


Manhattan,  Batterymarch  and  American 
National  Bank  of  Chicago  have  followed 
Wells'  lead  and  set  up  index  funds. 
American  Telephone  &  Telegraph  and 
General  Motors  are  considering  indexing 
much  of  their  pension  assets. 

The  $70  billion  in  discretionary  assets 
managed  by  California  investment  out- 
fits still  is  small  compared  with  the  $370 
billion  managed  by  New  York  firms,  but 
the  West's  growth  has  been  far  faster. 
Few  eastern  firms  can  match  the  rate  of 
asset  growth  under  management  of  Los 
Angeles'  Trust  Co.  of  the  West,  which 
has  gone  from  $30  million  in  1974  to 
over  $2  billion  today,-  Newport  Beach's 
Pacific  Investment  Management  has 
grown  from  almost  nothing  to  $800  mil- 
lion over  that  same  period,  and  Portland, 
Ore.'s  Columbia  Management  has  dou- 
bled its  size  to  $850  million  in  just  two 
years.  Tacoma-based  Frank  Russell  Co. 
has  come  to  be  regarded  as  the  best  of  the 
nation's  major  pension  consultants. 
Consider  this:  In  the  last  year  alone, 
Anheuser-Busch,  TWA,  IBM,  the  State 
of  Delaware,  General  Motors  and  Yale 
University  have  beaten  paths  to  Wells 
Fargo's  door — plus  the  City  of  New 
York,  no  less!  Allied  Chemical,  New- 
mont  Mining,  R.J.  Reynolds,  K  mart  and 
Reynolds  Metals  became  clients  of  Cap- 
ital Guardian  in  the  last  year. 

As  the  West  Coast  created  a  lifestyle 
quite  different  from  the  East's,  so  it  has 
produced  a  somewhat  more  flexible  and 
relaxed  style  of  money  management. 
The  four  firms  profiled  by  Forbes  on  the 
following  pages — Capital  Guardian, 
Bank  of  America,  Trust  Co.  of  the  West 
and  Wells  Fargo — are  distinguished  by 
their  ability  to  manage  billions  without 
becoming  muscle-bound  by  committees 
and  red  tape. 

Herewith  profiles  of  four  of  the  West 
Coast's  hottest  money  managers. 


Capital  Guardian 

Robert  Kirby 

Quality  speaks 
for  itself 

For  all  his  success  in  the  30  years  he's 
been  managing  money,  Bob  Kirby,  54,  is 
a  realistic  man  who  has  accepted  the  fact 
that  there's  no  magic  to  beating  the 
stock  market,  just  plain  hard  work  and 
patience.  "The  problem  with  a  lot  of 
people  in  this  business  is  that  they  suc- 
cumb to  boredom.  They  just  get  tired  of 
waiting  for  that  damn  stock  to  go  up,  so 
they  sell  it,"  he  says. 

As  chairman  of  the  Los  Angeles-based 
Capital  Guardian  Trust  Co.,  Kirby  man- 
ages about  $4.5  billion,  invested  mainly 
in  equities.  When  he's  not  at  his  desk 
running  money  or  out  peddling  his  firm's 
services,  you  might  find  Kirby  behind 
the  wheel  of  a  200-mph  Porsche  Turbo 
Carrera  (his  team  finished  ninth  at  last 
year's  Le  Mans  in  France),  lecturing  to 
graduate  students  at  Stanford's  business 
school  or  enjoying  a  ski  weekend-on  the 
slopes  at  Aspen. 

These  hobbies  don't  seem  to  interfere 
with  business.  Last  year  72  of  the  coun- 
try's top  money  managers,  asked  whom 
they  would  choose  other  than  them- 
selves to  run  their  own  portfolios,  named 
Kirby's  Capital  Guardian  most  often. 
Among  Capital  Guardian's  clients  are 
Ford,  Boeing,  Armco,  Mobil,  IBM,  Inter- 
national Paper,  General  Electric  and 
United  Technologies,  as  well  as  Prince- 
ton and  Stanford  universities. 

Capital  Guardian  is  a  quiet,  publicity- 
shy  organization  built  on  the  solidly  fun- 
damentalist precepts  of  Capital  Group's 
founder  Jonathan  Lovelace  Sr.,  who 
started  the  organization's  flagship  mutu- 
al fund,  The  Investment  Co.  of  America, 
a  half  century  ago. 

In  the  late  Sixties  and  early  Seventies, 
when  nearly  everyone  else  was  buying 
the  Nifty  Fifty  Polaroids,  Kodaks,  Avons 
and  the  like,  Kirby  and  his  team  were 
unloading  them  and  buying  lower-multi- 
ple basic  industry  companies  such  as 
U.S.  Steel,  Ford  and  AT&T.  That  cost 
Capital  Guardian  dearly  in  1971  and 
1972  when  its  performance  hit  the  skids, 
causing  the  firm  to  lose  a  slew  of  its 
clients  and  some  20%  of  its  assets. 
"Many  of  our  clients  decided  to  hire  the 
guys  with  the  magic  touch,"  recalls  Mi- 
chael Shanahan,  41,  Capital  Guardian's 
president.  "But  we  said  that  those  stocks 
were  simply  out  of  touch  with  reality." 

When  reality  prevailed,  Kirby  and 
Shanahan  were  its  beneficiaries.  It  was 
the  basic  industry  stocks  that  led  the 
market's  resurgence  from  the  1973-74 
recession,  enabling  Capital  Guardian's 
performance  to  show  a  20%  decline  in 
1974,  when  the  Standard  &  Poor's  500 
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Robert  G.  Kirby  (\ef\.)and  Michael  Shanahan  of  Capital  Guardian  Trust 
"We  dont  buy  stock  certificates,  we  buy  pieces  of  companies." 


fell  27%.  Not  bad,  but  when  the  market 
rocketed,  they  rode  it  up  to  nearly  40% 
in  1975  and  26%  in  1976.  Over  the  last 
five  years,  Capital  Guardian's  equities 
have  returned  124%.  Compare  this  with 
97%  for  the  S&P's  500. 

Performance,  however,  is  not  the 
game  that  Kirby's  playing.  It's  consisten- 
cy that  is  important  to  him.  And  why 
Capital  Guardian  is  regarded  among  the 
best,  if  not  the  best  run  investment  house 
in  the  country,  has  a  lot  to  do  with  the 
quality  and  low  turnover  of  its  people — 
Capital  Group  boasts  some  350  world- 
wide— who  command  close  to  the  high- 
est salaries  in  the  West. 

In  addition  to  the  trust  operation,  Cap- 
ital Group  boasts  16  mutual  funds,  in- 
cluding New  Perspective  (Forbes,  June 
11,  1979),  which  has  significantly  outper- 
formed the  market  averages  since  its  in- 
ception in  1973.  Central  to  Capital 
Guardian's  success  has  been  its  ability  to 
manage  billions  without  falling  victim  to 
the  sluggishness  that  has  caused  the 
banks  and  other  big  investment  outfits 
to  lose  so  many  accounts  to  smaller  bou- 
tique firms  in  recent  years.  Its  system  of 
multiple  portfolio  managers,  headed  up 
by  Kirby  and  Shanahan,  is  unique  to  all 
but  a  handful  of  investment  firms  in  the 
country. 

Most  big  money  managers  use  one  of 
two  systems.  Either  they  require  a  con- 
sensus of  portfolio  managers  for  an  in- 
vestment decision  to  be  made.  Or  they 
try  to  assign  a  single  manager  to  a  given 
account.    By    contrast,    each  Capital 
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Guardian  account  is  divided  among  its 
eight  portfolio  managers,  giving  each 
man  a  great  deal  of  freedom  to  pick  those 
stocks  he  likes  and  sell  those  he  doesn't. 
Diversity,  rather  than  marching  in  lock- 
step,  is  the  rule. 

Each  manager  is  evaluated  on  his  per- 
formance not  only  relative  to  the  S&P's 
500  but  also  relative  to  his  own  peers.  "If 
you  strike  out  and  produce  a  bad  year, 
you've  got  to  carry  those  results  with  you 
for  the  next  couple  of  years.  It  affects 
your  compensation  a  great  deal  as  well  as 
your  future  management  responsibil- 
ities," says  Kirby.  Each  account  has  the 
benefit  of  eight  independent  thinkers, 
and  is  protected  from  someone's  striking 
out  by  someone  else's  home  run. 

But  don't  get  the  impression  that  this 
is  a  freewheeling  organization  where 
managers  make  decisions  based  on  read- 
ing tea  leaves  or  subscribing  to  psychocy- 
bernetics.  If  there's  one  word  that  aptly 
describes  how  the  Capital  Guardian 
team  picks  stocks,  it's  value. 

This  is  how  Kirby  puts  it:  "We  don't 
buy  stock  certificates,  we  buy  pieces  of 
companies.  A  company  may  be  doing 
great,  but  it  can  still  be  an  unbearably 
long  time  before  the  market  recognizes 
this.  Maybe  you  have  to  be  a  little  arro- 
gant to  succeed  in  this  business,  and  if 
you've  bought  a  stock  at  a  cheap  price 
and  if  its  earnings  and  dividends  go  up, 
just  hang  on  and  in  due  course  the  mar- 
ket will  reflect  what  you  knew  in  ad- 
vance. Sometimes  you  are  going  to  have 
to  wait  three  or  four  years  before  the 


market  says,  'By  God,  IBM  should  bj 
selling  not  at  67,  but  at  120.' 

"Stock  prices  are  like  a  pendulum  tha| 
swings  back  and  forth  from  the  middlt 
line  of  rationality  which  reflects  what  J 
company  really  is  worth.  The  marke) 
spends  99%  of  its  time  on  one  side  or  th< 
other  of  that  line.  After  you  go  through 
few  of  these  market  cycles  you  graduall] 
become  prepared  for  the  fact  that  there  i 
no  way  to  assess  how  illogical  the  mar 
ket  can  become." 

"But,"  adds  Shanahan,  "no  matte 
how  much  a  fad  or  a  fashion  influence! 
the  market,  sooner  or  later  the  real  worh 
wins  out." 

A  good  example  of  their  philosophy  ii 
IBM,  whose  earnings  have  tripled  ova 
the  last  five  years  but  whose  stock  hai 
gone  nowhere.  Both  Kirby  and  Shanahar 
are  convinced  that  it  will  only  be  a  mat 
ter  of  time  before  IBM  moves  up  sharph 
from  its  present  67.  IBM  is  one  of  theii 
biggest  holdings. 

As  a  rule  of  thumb,  Kirby  and  Shan 
han  look  at  the  reciprocal  of  a  stockl 
price/earnings  multiple.  If  you  boughl 
Kodak,  say  in  the  late  Sixties,  at  30  timejj 
its  earnings,  you  were  getting  only  $3.3 
of  its  earnings  for  every  $100  you  inves 
ed  in  it — a  so-called  earnings  yield 
3V3%.  Whereas  Armco  Inc.,  which  toda 
sells  at  5  times  its  earnings,  has  an  earn- 
ings yield  of  20% — a  real  bargain,  they 
believe.  Pure  Ben  Graham?  Of  course, 
but  it's  one  thing  to  talk  and  somethin| 
else  to  practice.  Capital  Group  practices 
Ben  Graham. 
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Bank  of  America 

Jack  Leylegian 

Big  but 
not  bureaucratic 

here  was  a  hush  the  first  day  Jack  H. 
;ylegian  II  strode  down  Bank  of  Ameri- 
i's  corridors  three  years  ago  to  begin  his 
;w  job  as  the  bank's  chief  investment 
ficer.  Leylegian,  now  44,  was  the 
urth  person  to  hold  the  position  in  less 
ian  five  years.  He  had  a  "gunslinger" 
putation  at  New  York's  Dreyfus  Man- 
;ement  Inc.,  where  he  brilliantly  man- 
;ed  a  $600  million  portfolio;  but  could 
e  intense,  bushy-browed  Leylegian 
take  up  staid  BofA?  Could  he  improve 
e  $8  billion  pension  and  trust  depart- 
ent's  dismal  performance  record?  In- 
:ed  he  could. 

In  a  matter  of  months,  Leylegian  fired 
slew  of  securities  analysts,  replaced  six 
vestment  committees  with  one — 
:aded  by  himself — and  moved  over  $2 
llion  of  the  department's  stock  hold- 
gs  into  cash.  For  years,  before  Leyle- 
an  joined  BofA,  its  equity  investments 
iderperformed  the  Standard  &  Poor's 
)0  by  a  wide  margin.  In  the  three  years 
ice  he  arrived,  BofA's  equities  have 
own  a  return  of  more  than  27%  com- 
bed with  over  20%  for  the  S&P's  500 
id  4.5%  for  the  Dow  Jones  industrials, 
ist  year  BofA  ranked  in  the  top  25%  of 
e  nation's  bank  and  insurance  invest- 
ent  operations.  Its  fixed-income  per- 
rmance  over  the  last  three  years  has 
en  18%  compared  with  13.6%  for  the 
lomon  Brothers  Bond  Index. 
Leylegian  is  something  of  an  anomaly 
the  quiet,  pin-striped  world  of  bank 
nsion  officers.  Normally,  every  major 
cision  is  left  to  a  committee,  but  Ley- 
*ian  runs  a  one-man  show.  He's  not  an 
sy  boss:  Three  of  his  investment  de- 
rtment's  four  equity  portfolio  manag- 
5  have  quit  since  Leylegian  arrived, 
istrated  over  what  one  called  his  "auto- 
atic"  style.  Even  his  critics,  however, 
mit  to  a  grudging  admiration  for  him. 
"he  worst  thing  that  could  happen  to 
nk  of  America  is  if  Jack  Leylegian 
its  or  gets  hit  by  a  cable  car,"  says  a 
:mer  colleague.  "Anyone  who  could 
ve  picked  up  the  ball  and  run  with  it 
s  left  and  has  been  replaced  by  a  yes- 
an,"  he  adds. 

"The  place  was  a  bureaucratic  night- 
are,"  Leylegian  responds.  "Today  we 
e  operating  more  like  a  small,  indepen- 
nt  counseling  firm  than  a  large  bureau- 
atic  organization." 

Before  Leylegian,  BofA's  investments 
;re  run  very  much  like  other  bank  trust 
partments.  Each  of  the  four  equity 
rtfolio  managers  was  entrusted  with 
nning  a  portion  of  the  bank's  money, 
d  allowed  to  pick  the  stocks  he  liked 


best  from  the  department's  large  pool  of 
favored  companies.  All  of  that  has 
changed  under  Leylegian,  who  has  stan- 
dardized stock  selection.  His  investment 
policy  committee  chooses  fewer  compa- 
nies into  which  all  the  money  is  invest- 
ed. (The  bank's  portfolio  today  com- 
prises about  45  stocks.) 

"When  there  are  many  committees 
they  tend  not  to  make  decisions.  They 
tend  to  decide  instead  to  have  another 
meeting,"  says  the  swarthy  Leylegian, 
sitting  in  his  glass-enclosed  office  over- 
looking the  San  Francisco  Bay.  "The 
only  requirement  I  have  today  is  that  at 
the  end  of  a  meeting  a  decision  is  made 
to  buy  or  sell." 

There's  nothing  complicated  or  arcane 
about  Leylegian's  approach  to  picking 
stocks.  "My  philosophy  has  always  been 
to  buy  stocks  cheap  and  buy  them  early 
and,  when  they  get  to  a  price  where 
everyone  else  suddenly  believes  they  are 
the  greatest  thing  since  sliced  white 
bread,  you  accommodate  them  by  selling 
the  stock,"  he  says.  "That's  unorthodox 
among  large  money  managers.  They  gen- 
erally buy  more  as  it  goes  up  and  hold 
onto  it."  Conventional  wisdom  says: 
Stay  with  your  winners.  Leylegian  says: 
Sell  your  winners  and  buy  the  losers  that 
will  become  tomorrow's  winners. 


For  the  big  picture,  Leylegian  looks  at 
the  macroeconomic  variables:  trends  in 
the  gross  national  product,  interest  rates 
and  corporate  profits.  He  and  his  advis- 
ers then  decide  which  industries  they 
think  will  outperform  the  economy. 
After  an  industry  is  targeted,  Leylegian 
directs  his  research  team  to  select  the 
industry's  most  attractive  companies.  In 
the  latter  search  he  is  helped  by  a  com- 
puter model  programmed  with  an  eight- 
year  history  of  the  price/earnings  ratios 
of  every  equity  on  the  New  York  and 
American  stock  exchanges  exceeding 
$25  million  in  market  capitalization. 
Only  if  a  given  stock's  multiple  is 
historically  low  does  Leylegian  decide  to 
buy  it.  But  what's  really  important  is  the 
setting  of  a  price  at  which  a  particular 
security  will  be  sold  because,  remember, 
Leylegian  is  no  buy-and-hold  man;  he's  a 
take-the-profits-and-run  man. 

Leylegian  says  his  goal  is  not  to  in- 
crease the  size  of  the  pension  and  trust 
department  which,  while  belonging  to 
the  world's  biggest  bank,  is  only  the  na- 
tion's 20th-largest  bank  trust  depart- 
ment. "I  don't  plan  to  make  BofA  the 
biggest,  but  the  best-run  operation  of  its 
kind,"  he  says.  That's  not  your  standard 
corporate  hyperbole.  Leylegian  clearly 
means  it,  and  he  doesn't  mind  playing 


Bank  of  America's  Jack  H  Leylegian  II 

"If  I  do  a  good  job  I'll  stay;  if  I  dont  they'll  fire  me. 
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rough  to  achieve  it.  He  won't  win  any 
popularity  contest  among  his  own  subor- 
dinates, and  he  won't  win  any  in  the 
investment  community.  Early  last  year, 
for  instance,  he  unloaded  over  a  half- 
million  shares  of  Texas  Utilities  stock 
the  day  before  Morgan  Stanley  &.  Co. 
underwrote  a  new  equity  offering  for  the 
company.  Leylegian's  move  drove  TU's 
price  down,  costing  the  company  mil- 
lions of  dollars  and  fostering  bad  rela- 
tions with  a  number  of  the  investment 
banks  participating  in  the  syndicate. 

Jack  Leylegian  plays  to  win.  Rumors  of 
his  ouster  periodically  circulate  in  the 
San  Francisco  investment  community, 
to  which  Leylegian  replies:  "I  don't  have 
an  employment  contract  with  BofA  and 
never  had  one.  My  contract  is  day  by 
day.  If  I  do  a  good  job  I'll  stay;  if  I  don't 
they'll  fire  me." 

Trust  Co.  of  the  West 

Robert  Day 

Buying  before 
the  move 

Intense,  impeccably  tailored  Robert 
A.  Day  fr.  paces  the  floor  like  a  caged 
lion,  puffing  nervously  on  a  hand-rolled 
Nicaraguan  cigar.  "Don't  make  me 
sound  arrogant  in  this  article,"  he  says  to 
a  Forbes  reporter.  He  isn't  that,  but  he 
isn't  precisely  modest,  either.  Why 
should  he  be?  Bob  Day  is  grandson  of 


Superior  Oil  founder  William  M.  Keck  on 
his  mother's  side  and  Addison  Day, 
president  of  Los  Angeles  Gas  Co.,  on  his 
father's  side.  At  the  age  of  36  he's  built 
one  of  the  most  successful  and  highly 
respected  trust  companies  in  the  coun- 
try. Day's  Los  Angeles-based  Trust  Co. 
of  the  West  has  gone  from  a  scant  $30 
million  under  management  in  1974  to 
over  $2  billion  today,  which  makes  it 
one  of  the  fastest-growing  outfits  in  the 
business. 

Day  was  driven  by  a  single-minded 
passion  to  prove  that  he  could  make  it, 
not  on  the  coattails  of  his  family's  oil  and 
gas  businesses,  but  in  money  manage- 
ment. In  1971  the  well-connected  27- 
year-old  Day  persuaded  a  group  of  inves- 
tors, including  former  U.S.  Secretary  of 
the  Treasury  C.  Douglas  Dillon,  Santa  Fe 
International  President  Ed  Shannon, 
Leonard  Firestone  of  Firestone  Tire  & 
Rubber  Co.  and  Harold  Frank,  chairman 
of  Applied  Magnetics,  to  bankroll  him  to 
the  tune  of  $2  million  to  start  his  invest- 
ment management  firm. 

Day  and  his  two  original  partners  had 
no  track  record  in  the  pension  manage- 
ment business.  After  graduating  from 
Claremont  College,  Day  had  been  a  stock 
salesman  at  New  York's  White  Weld  & 
Co.  and  later  a  not-too-successful  ven- 
ture capitalist.  But,  of  course,  you  don't 
have  to  be  a  geologist  to  make  it  in  the 
oil  business  nor  a  chemist  to  make  it  in 
pharmaceuticals:  You  must  know  where 
to  find  geologists  and  chemists.  In  return 


for  a  piece  of  the  business,  Day  recruitei 
two  top-notch  money  managers,  Ernes 
Ellison  and  Glen  Weinck,  from  Dougla 
Fletcher's  Shareholders  Capital  Co 
which  was  close  to  bankruptcy  in  1974 
Fletcher  was  willing  to  sell  the  pensioj 
arm  of  his  company  (headed  by  Ellison] 
which  had  $300  million  under  manage) 
ment.  So  Day  bought  it  for  $1.6  milliol 
to  be  paid  out  of  profits. 

Next,  Day  and  Ellison  brought  in  tw< 
other  heavy  hitters:  Gerald  Manolovici 
formerly  a  general  partner  at  Bear 
Stearns  &  Co.,  and  Lloyd  McAdams 
who  at  the  age  of  28  ran  the  State  oi 
Tennessee's  retirement  fund.  Also 
Thomas  O'Toole,  who  had  been  head  o 
fixed-income  investments  at  Security 
Pacific  Bank's  trust  department,  ano 
Thomas  Larkin,  director  of  pension  mar 
keting  for  Crocker  National  Bank's  im 
vestment  management  operation. 

Says  Day:  "There  are  only  two  kinds 
of  players  in  this  game — winners  ano 
losers.  My  grandfather  always  said  tha 
it's  5%  of  the  geologists  who  discovej 
95%  of  the  oil.  We  will  match  our  grouj 
against  anybody  else  in  the  country 
whether  it's  the  Morgan  Bank  or  Capita 
Guardian." 

While  not  spectacular  in  any  one  year 
the  firm's  equity  performance  over  th< 
last  six  years  has  been  a  cumulativi 
80.4%  compared  with  45.5%  for  th 
Standard  &  Poor's  500.  Its  fixed-income 
portfolios  have  shown  a  42.6%  retun 
compared  with  28.4%  for  the  Salomoi 


Trust  Co.  of  the  West's  Robert  A.  Day  Jr. 

"There  are  only  two  kinds  of  players  in  this  game — winners  and  losers. 


rothers  Bond  Index. 

A  sharply  focused  management  con- 
ept  is  essential  to  the  success  of  any 
usiness;  and  Day  and  Ellison,  from  the 
eginning,  decided  not  to  be  all  things  to 
11  people.  They  concentrated  on  just  four 
eographic  markets — those  of  Houston, 
Chicago,  New  York  and  California — and 
rent  after  only  institutional  accounts  of 
25  million  or  more.  The  $2.1  billion 
nder  management,  for  example,  corn- 
rises  only  39  accounts,  including  Xerox, 
org-Warner,  ASARCO,  Signal  Cos., 
lew  York  Telephone,  Tenneco,  Lock- 
eed,  Boeing  and  Anderson,  Clayton. 

Day  and  Ellison  have  devised  a  rigor- 
us  approach  to  stock  selection  that  em- 
hasizes  the  broad  economic  conditions 
lat  make  one  industry  more  attractive 
lan  another.  They  rotate  from  one 
:ock  group  to  another  as  economic  con- 
itions  change.  The  firm  concentrates 
nly  on  larger  capitalization  companies, 
[ot  for  them  Amex  and  over-the-counter 
ariety.  Nor  do  they  like  the  favorites  of 
apital  Guardian's  Kirby  and  Shana- 
an — smokestack  America  companies 
ke  steels,  chemicals  and  paper  selling  at 

discount  from  book.  "Just  because 
>mething  is  cheap  doesn't  mean  we're 
)ing  to  buy  it,"  says  the  tall,  48-year-old 
llison,  whose  mild-mannered  style  con- 
asts  sharply  with  the  dynamic,  aggres- 
ve  Day.  "We  want  to  see  something 
lat  will  turn  that  cheapness  into  value. 

aren't  going  to  wait  ten  years  for  the 
eels  to  turn  around  even  though  they 
light  now  be  a  bargain." 

Last  year  and  so  far  this  year,  the  Day- 
llison  approach  has  put  Trust  Co.  of  the 
^est  right  where  the  action  is.  In  early 
f  79,  for  example,  Day  and  Ellison  were 
mvinced  that  despite  President  Car- 
d's protestations  to  the  contrary,  gov- 
nment  defense  spending  would  rise 
lbstantially,  regardless  of  what  hap- 
;ned  with  SALT  n.  So  they  went  out 
id  bought  a  package  of  aerospace 
ocks — Northrop,  Boeing,  McDonnell 
ouglas,  Lockheed  and  Raytheon. 
The  rest  is  history.  Because  of  their 
;lief  that  oil  and  gas  exploration  would 
icrease  sharply,  Day  and  Ellison  also 
icreased  their  holdings  in  Transco,  Tex- 
i  Oil  &  Gas,  El  Paso,  Tenneco,  EN- 
:RCH  and  Houston  Natural  Gas  over 
te  last  year.  Domestic  oils  they  bought 
iclude  Texaco,  Union  Oil  of  California, 
ities  Service  and  Standard  Oil  of  Cali- 
rnia.  Canadian  oils  bought  were  Gulf 
anada,  Imperial  Oil,  Canadian  Pacific 
id  Dome  Petroleum.  Again,  right  where 
le  action  is. 

As  we  said,  Bob  Day  is  hardly  a  modest 
an.  But  would  a  modest  man  have  gone 
to  a  business  at  the  bottom  of  a  bear 
arket  and  built  it  into  a  $2  billion  oper- 
ion  within  a  few  years?  Fittingly,  Day 
is  a  parting  prediction:  "We're  shooi- 
ng for  $5  billion  within  the  next  five 
:ars." 


Wells  Fargo 

James  Vertin 

Proliferating 
the  product 


A  lot  of  people  sneered  when  fames 
Vertin,  chief  of  Wells  Fargo  Investment 
Advisors,  the  investment  subsidiary  of 
the  big  San  Francisco  bank,  decided  to 
embrace  Modern  Portfolio  Theory  ten 
years  ago.  MPT  applies  sophisticated 
mathematical  techniques  to  produce 
portfolios  of  stocks  with  higher  returns 
than  other  equities  of  comparable  risk. 
"Our  competitors  never  thought  that 
corporate  America  would  buy  our  ap- 
proach," recalls  the  silver-haired  Vertin, 
53,  a  tall,  soft-spoken  man. 

Vertin  is  having  the  last  laugh  these 
days.  He  has  survived,  while  some  of 
those  who  snickered  did  not.  In  the  last 
three  years  alone,  the  chief  investment 
officers  at  such  major  outfits  as  Manufac- 
turers Hanover,  Western  Asset  Manage- 
ment Co.,  Continental  Illinois,  U.S. 
Trust  and  Chase  Manhattan  have  either 
quit  or  been  fired. 

Over  the  last  five  years,  Wells  has 
drawn  $4  billion  of  new  pension  money 
into  its  coffers,  hiking  its  total  assets 
under  management  to  $7  billion.  Its  in- 


dex funds  alone  have  contributed  more 
than  $3  billion.  After  seeing  its  pension 
assets  shrink  in  the  hands  of  traditional 
stock  pickers  during  the  1973-74  deba- 
cle, corporate  America  started  paying  at- 
tention to  Wells'  pioneering  efforts. 
Among  Wells'  clients  today:  IBM,  Grey- 
hound, Alcoa,  Anheuser-Busch,  K  mart, 
Texas  Instruments,  TWA,  UAL,  Shell 
Oil,  Phillips  Petroleum,  Sperry,  NCR, 
Honeywell  and  Ford. 

"In  the  late  Sixties  and  early  Seven- 
ties," says  Vertin,  "most  people  were  out 
there  trading  banana  companies  and 
looking  for  the  next  stock  tip.  But  there 
was  also  a  growing  realization  on  the 
part  of  a  few  people  around  the  country 
that  the  traditional  approach  to  playing 
the  market  was  intellectually  bankrupt. 
A  lot  needed  to  be  done  to  make  our 
profession  a  profession ." 

Among  those  who  thought  the  same 
way  after  the  1970  debacle  was  William 
Fouse,  then  42,  operations  research  di- 
rector at  Pittsburgh's  Mellon  Bank. 
Fouse  couldn't  persuade  his  bosses  at 
Mellon  to  apply  MPT  to  money  manage- 
ment; so  when  he  learned  about  Vertin, 
Fouse  asked  for  an  appointment.  The 
two  hit  it  off  and  joined  forces  at  Wells. 

First  they  retrained  their  analysts, 
then  set  about  persuading  the  corporate 
customers  that  MPT  wasn't  just  comput- 
er witchcraft  but  a  genuine  discipline. 


James  Vertin  (left  )  and  William  Fouse  of  Wells  Fargo  Investment  Advisors 

"You  cant  count  on  having  a  genius  running  your  money  day  in  and  day  out." 
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Just  as  important,  they  used  MPT  to  de- 
velop a  computerized  "dividend  discount 
model."  The  latter  injects  a  human-judg- 
ment note  into  the  computerized  disci- 
pline, making  it  more  useful  for  stock 
picking.  Boiled  down,  it  involves  predict- 
ing dividend  payouts  for  individual 
stocks,  then  discounting  the  future  divi- 
dend flows  to  present  value.  Thus  a  long- 
term  yield  can  be  projected  based  on 
current  prices.  It  tries  to  put  stocks  on 
the  same  basis  as  bonds — even  though 
future  dividends  are  not  as  accurately 
predictable  as  future  interest  payments. 

From  all  this,  Wells  developed  two  ba- 
sic products: 

1)  "Passively  managed"  index  funds, 
which  simply  package  a  cross  section  of 
the  stock  market.  They  involve  no  stock 
picking,  but  duplicate  the  performance  of 
a  chosen  sector  of  the  market,  such  as 
the  Standard  &  Poor's  500. 

2)  "Actively  managed"  funds  run  ac- 
cording to  the  dividend  discount  model, 
wherein  stocks  are  emphasized  that 
show  higher  potential  returns  than  other 
stocks  of  comparable  risk. 

Like  any  good  marketers,  Vertin  and 
Fouse  have  developed  further  refine- 
ments on  the  basic  products.  They  are 
experimenting  with  an  international 
fund  indexed  across  the  big  capitaliza- 
tion stocks  of  Japan,  West  Germany,  Bel- 
gium, France,  England,  Hong  Kong,  Aus- 
tralia and  Switzerland.  They  are  expand- 
ing on  their  already  successful  Yield  Tilt 
Market  Fund  (Forbes,  Sept.  17,  1979) — 
which  has  attracted  $750  million  in  the 
last  year  and  a  half.  The  YTMF  is  an 
index  fund  weighted  heavily  in  higher- 
yielding  stocks;  it  is  designed  for  tax- 
exempt  pension  funds.  Wells  is  also  de- 
vising "active"  portfolios  adjusted  for 
the  different  tax  brackets  of  individuals, 
and  working  on  mathematical  models 
that  will  make  much  of  the  research  that 
has  gone  into  stocks  applicable  to  bonds, 
options  and  commodities. 

Imitation  is  the  sincerest  tribute  to 
success.  Other  banks  and  investment 
outfits  now  are  scrambling  to  set  up  in- 
dex funds  of  their  own:  Chicago's  Ameri- 
can National  Bank,  with  $2.4  billion  in 
indexed  assets,  and  Boston's  Battery- 
march,  with  $1  billion,  are  Wells'  prime 
competitors.  Citibank,  Chase  Manhat- 
tan and  Bankers  Trust,  among  others, 
also  have  set  up  such  funds.  American 
Telephone  &  Telegraph  is  pondering 
plowing  $2  billion  of  its  pension  assets 
into  index  funds,  and  General  Motors, 
too,  recently  announced  similar  plans. 

Can  the  investment  process  really  be 
made  into  a  science?  "There  have  been 
military  geniuses  in  history — Napoleon, 
Darius  and  Alexander  the  Great,"  says 
Vertin.  "But  you  can't  count  on  having  a 
genius  running  all  your  money  day  in  and 
day  out,  and  so  this  is  the  only  rational, 
logical  way  of  approaching  the  market." 
For  most  of  us,  he  may  be  right. 
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Glory  days  ahead  for  the  Market? 

From  different  viewpoints,  all  four  money  managers  say,  'Yes." 


There  are  glory  days  ahead  for  the 
stock  market  if  these  four  top-notch 
West  Coast  money  management  firms 
are  right.  Maybe  it's  their  own  success 
that  makes  them  optimistic,  maybe  op- 
timism is  natural  to  the  West  Coast;  but 
like  Burton  Malkiel  (Forbes,  Feb.  18),  all 
four  expect  the  1980s  to  be  more  like  the 
1960s  than  like  the  1970s  as  far  as  in- 
vesting is  concerned. 

With  chaos  in  the  bond  market,  a  stra- 
tospheric prime  lending  rate  and  bad 
news  on  the  inflation  front,  can  stocks 
be  a  buy?  All  four  West  Coast  money 
management  stars  say  they  can.  Capital 
Guardian's  Kirby:  "Stocks  are  the  great- 
est inflation  hedge.  It  doesn't  make  sense 
to  buy  gold,  diamonds  and  condomin- 
iums anymore.  In  stocks  you  can  buy 
assets  at  50%  of  their  replacement  val- 
ue." Bank  of  America's  Leylegian:  "This 
is  only  a  minor  correction."  Wells  Far- 
go's  Vertin:  "Even  with  bond  yields  way 
up,  stocks  will  still  outperform  bonds 
over  the  decade  of  the  1980s."  Bob  Day 
of  Trust  Co.  of  the  West:  "High  interest 
rates  may  hurt  the  market  short  term, 
but  they  will  help  it  long  term  because 
inflation  is  the  stock  market's  greatest 
enemy." 

Bank  of  America's  Leylegian  is  con- 
vinced the  market  is  poised  for  one  of 
the  biggest  rallies  in  history.  He  has  the 
bank's  $5  billion  equity  portfolio  90%  in 
stocks.  "If  a  third  of  the  $40  billion  sit- 
ting in  money  market  funds  tries  to  get 
into  the  equity  market,  there  are  going  to 
be  fireworks  the  likes  of  which  we 
haven't  seen  for  a  long  time,"  he  says. 

He  expects  the  market  to  reach  the 
1 100- to- 1200  range  in  the  next  year  and 
a  half.  Not  until  the  Dow  Jones  industri- 
als' multiple  moves  to  around  10  from  its 
present  6.5  will  the  market  be  fairly 
priced.  Right  now,  it's  like  a  bargain 
basement,  he  says. 

The  industries  that  appear  most  at- 
tractive to  him  are  electronics  and  semi- 
conductors— companies  like  Texas  In- 
struments, Intel,  Sperry,  General  Elec- 
tric, Burroughs,  Digital  Equipment  and 
Motorola.  What's  his  reasoning?  "The 
problem  with  the  U.S.  economy  is  one  of 
productivity,  and  the  most  important 
thing  corporate  management  can  do  to 
offset  rising  unit  labor  costs  is  to  use 
computers,  and  you  need  semiconduc- 
tors to  make  computers,"  he  says. 

He  believes  General  Electric,  now  sell- 
ing at  about  52  with  a  yield  of  over  6%, 
will  appreciate  50%  in  the  next  year  or 
so.  Oil  service  companies  are  another 
industry  in  which  he's  heavily  invested: 
Baker  International,  Dresser  Industries 
and  Hughes  Tool.  There's  little  likeli- 


hood that  they  will  face  the  potential 
government  regulation  with  which  th 
oil  companies  must  now  contend.  (Regu 
lation  or  no,  he  likes  Exxon  and  Phillip 
Petroleum.) 

On  the  consumer  side,  he  likes  K  marl 
McDonald's,  Ralston  Purina,  Philip  Mor 
ris  and  PepsiCo.  He  has  substantial  hold 
ings  in  Aetna  Life  &  Casualty,  Westen 
Bancorporation,  J. P.  Morgan,  Grea 
Western  Financial,  First  Charter  Finan 
cial  and  Northwest  Bancorporation.  H 
likes  the  insurance  companies  particular 
ly  because  their  investment  portfolio 
will  reap  the  benefits  of  high  interesi 
rates.  He  also  has  sizable  holdings  i\ 
General  Motors,  Ford,  Union  Carbidi 
Du  Pont,  Georgia-Pacific  and  Alcoa.  B 
he  is  avoiding  the  so-called  second-tiei 
stocks  of  the  Amex  and  o-t-c  variet; 
because,  if  the  recession  worsens  sub 
stantially,  only  the  big  capitalizatioi 
companies  will  be  able  to  borrow. 

At  Capital  Guardian,  Kirby  and  Shana 
han  see  the  DJI  doubling  to  the  2000  leve 
in  the  next  five  to  six  years.  Why?  I 
corporate  earnings  double  in  the  nex 
five  years — as  they  have  in  the  last  five- 
the  market  is  putting  a  ridiculously  lov 
multiple  of  4  on  1985  earnings. 

Among  their  favorites  are  companie 
in  the  oil  service  area  like  Halliburton 
Dresser  Industries  and  Baker  Interna 
tional.  Electronics  and  semiconducto 
outfits:  Intel,  National  Semiconductor 
Sperry,  NCR,  Time  Sharing  and  Augat 
Kirby  and  Shanahan  also  like  stocks  tha 
are  currently  out  of  favor  with  investors 
such  as  Polaroid,  Penney,  K  mart,  Kodak 
Westinghouse,  Procter  &  Gamble  anl 
Goodyear.  The  basic  industries  are  at 
tractive  because  there  has  been  virtually 
no  new  construction  of  steel,  chemical 
aluminum  or  paper  mills  in  the  last  de 
cade,  and  many  of  these  companies  an 
now  selling  at  50%  of  the  replacemeni 
value  of  their  assets. 

At  Trust  Co.  of  the  West,  Day  anq 
Ellison  go  along  with  Kirby  and  Shana 
han's  prediction  of  2000  on  the  Dow  b) 
1985.  For  the  short  term,  however,  thei 
equity  portfolios  are  only  85%  invested, 
Once  inflation  shows  signs  of  fadinj 
they  will  become  fully  invested. 
.  Vertin  of  Wells  Fargo?  Modern  portfi 
lio  people  aren't  supposed  to  predict  thi 
market — just  gauge  risk  levels  and  asse 
probabilities.  Never  mind.  The  Wells  Fa: 
go  types  are  just  as  bullish  as  their  co 
petitors.  "We  expect,"  Vertin  says,  "th 
stocks  will  return  16%  a  year  over  the 
decade  of  the  1980s."  Where  would  thai 
put  the  DJI  in  1985?  Surprise.  At  2000 

Such  unanimity.  Is  there  a  contrarian 
in  the  house?  ■ 
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You  wont  gas  it  up. 
You'll  plug  it  in. 


A  The  electric  car.  Today,  the  dream 

PROGRESS  is  finally  startins  to  take  shape.  The 
REPORT     experimental  model  that  you  see 
FROM       here  could  well  point  the  way  to 
GENERAL    the  future. 
ELECTRIC  General  Electric  didn't  build 

this  car.  That's  not  GE's  business, 
tut  the  car's  electric  motor  and  its  solid-state  elec- 
ronic  controls  came  from  GE  technolosy. 

GE  is  making  a  lot  of  progress  in  developing 
hese  motors  and  controls.  Even  so,  electric  cars  still 
lave  a  way  to  go.  This  one,  for  example,  will  travel 
>nly  about  75  miles  before. its  batteries  have  to  be  re- 
:harged.  And  recharging  them  takes  about  six  hours. 

Still,  it's  a  start.  When  electric  cars  do  come 
ilons,  GE  wi  1 1  be  ready  for  them . 


Right  now,  GE  is  developing  technologies  for 
the  next  ten  years  — and  beyond.  In  the  laboratory 
are  things  like  a  fuel  cell  that  combines  hydrogen 
and  oxygen  to  make  not  only  water,  but  electricity  as 
well.  Another  kind  of  cell  —  the  photovoltaic  cell  — 
generates  electricity  simply  by  sitting  in  the  sun. 

Technology  is  a  practical  way  of  helping  solve 
problems  that  concern  us  all:  pollution,  disease,  en- 
ergy shortages,  crime.  GE  is  using  its  technology  to 
make  progress  in  all  these  areas. 


Progress  for  People 

GENERAL  HI  ELECTRIC 


It  takes  a  microscope  to  best  see  our  cost 
saver — a  thin  adhesive  coat  on  Bondeze "  -M  mag- 
net wire  that  bonds  the  wire  turns  together  in  elec- 
tric motor  windings.  But  the  savings  it  offers  users 
are  anything  but  microscopic. 

With  bondable  magnet  wire,  motor  manufac- 
turers can  eliminate  tying,  varnishing,  baking,  and 
cleaning  processes — for  major  savings  in  equip- 
ment, energy  and  labor  costs.  Or  totally  automate 
from  winding  through  testing,  for  even  greater 
savings. 


Yet,  magnet  wire  is  only  one  example  of  how 
Phelps  Dodge  has  helped  to  bring  costs  down. 
Savings-minded  manufacturers  also  look  to 
Phelps  Dodge  for  Higher-Performance  Power 
Cable.  Rugged  industrial  valves.  Bronze  castings. 
And  custom  copper  shapes. 

All  in  all,  each  year,  we  transform  about  a  bil- 
lion pounds  of  copper  into  modern,  useful  prod- 
ucts for  every  industry.  That's  because  people 
who  depend  on  copper  depend  on  us.  Phelps 
Dodge — the  time-tested  name  in  copper. 


300  Park  Avenue.  New  York.  New  York  10022 


The  copper  people  from 
Phelps  Dodge 


The  airline  stocks  are  weak,  traffic  is  off  and 
earnings  reports  are  dismal.  That  means  it's 
time  to  buy,  says  a  respected  analyst. 


Get  'em  while 
they're  cold 


One  of  the  hardest  things  for  inves- 
tors to  grasp  is  this:  The  biggest  profit 
potential  is  not  in  stocks  with  good  news 
but  in  stocks  where  the  news  is  bad  but, 
you  think,  likely  to  get  better.  That's 
when  the  turn  for  the  better  is  not  yet 
reflected  in  the  price.  The  smart  investor 
doesn't  chase  the  thrill  of  buying  a  stock 
today  and  seeing  it  take  off  next  week 
(that's  just  the  path  to  high  taxes).  He 
seeks  to  buy  a  stock  today  that  will  be  a 
lot  higher  a  year  from  now  when  the  gain 
will  be  long  term. 

All  this  is  a  rather  long-winded  windup 
for  reporting  that  Merrill  Lynch  Re- 
search Vice  President  Edmund  S.  Greens- 
let  is  pushing  airline  stocks.  Airline 
stocks?  That  bombed-out  bunch?  In  a 
generally  rising  stock  market,  they  have 
been  heading  due  south.  American  is 
down  40%  the  past  18  months  or  so  and 
UAL  is  down  50% .  For  the  same  period, 
even  Delta  is  down  37%. 

Most  of  Greenslet's  fellow  transporta- 
tion analysts,  such  as  Andrew  B.  Kim  of 
F.  Eberstadt,  Anthony  Low-Beer  of  L.F. 
Rothschild  and  Michael  R.  Armellino  of 
Goldman,  Sachs,  think  the  potential  is 
there  but  aren't  willing  to  go  quite  as  far 
with  their  projections  as  he  is.  And  for 
good  reason.  Some  point  to  an  expected 
5%  decline  in  traffic  this  year  and  fuel 
price  hikes  that  could  amount  to  50%. 
They  also  note  that  escalating  ticket 
prices  create  problems  as  they  solve  oth- 


ers. Under  these  conditions,  why  buy? 

Because,  says  Greenslet,  the  traffic 
pickup  will  come  sooner  than  you  ex- 
pect, perhaps  in  the  fall  of  this  year. 
Why?  Nothing  matches  jet  travel  for 
speed,  and  in  a  future  gas  crisis  it  may  be 
the  only  way  to  travel  far.  Won't  the 
customers  just  stay  home?  Greenslet  re- 
plies that  the  Me  generation  is  unlikely 
to  give  up  that  ski  trip  as  long  as  it  still 
has  a  valid  Visa  card.  Furthermore,  per- 
sonal travel  should  grow  as  incomes  do. 

Greenslet's  final  optimistic  assump- 
tion flies  in  the  face  of  those  who  claim 
deregulation  will  bring  about  overexpan- 
sion,  price-cutting  and  numerous  airline 
bankruptcies.  He  sees  the  newly  gained 
freedom  being  used  to  reduce  costs  by 
cutting  back  on  expansion  and  to  raise 
fares.  This  will  cause  load  factors  to  be 
higher  and  make  dollar  revenues  really 
jump.  Add  in  the  more  fuel-efficient  air- 
craft now  on  order,  and  by  1982,  he  says, 
airlines  earnings  will  have  made  such  a 
dramatic  recovery  that  all  his  picks  will 
post  new  records. 

Greenslet  suggests  taking  advantage  of 
this  1982  spurt  in  airlines  earnings  in 
two  ways,  depending  on  whether  you  are 
a  conservative  investor  or  you  want  to 
have  a  little  fun. 

For  the  conservatives,  he  suggests 
buying  the  high-quality  issues,  Delta, 
Northwest  and  UAL.  These  have  such 
great  financial  strength  they  can  surely 


The  Streetwalker 


capitalize  on  an  upturn  and  grow  at  ai 
above-average  rate.  Northwest,  for  exam 
pie,  has  the  lowest  debt/equity  ratio  i: 
the  industry.  And  all  three  should  be  abli 
to  pay  for  their  new  airliners  withou 
decimating  working  capital. 

In  the  table  below,  Merrill  Lynch  estj 
mates  Delta  could  earn  $12  in  1982,  vs. 
recent  stock  price  of  36;  Northwest  coul 
earn  $8,  vs.  a  price  of  25;  and  UAL  $1 1,  v\ 
a  price  of  20.  This  means  these  high 
quality  stocks  are  selling  at  only  3,  3. 
and  1.8  times  estimated  1982  earnings. 

For  the  brave  of  heart  who  are  will  in 
to  buy  the  more  highly  leveraged  airlines 
where  the  gains  should  be  more  spectac 
ular  but  the  risk  is  much  greater,  toe 
Merrill  Lynch  suggests  Braniff,  Easteri 
or  American.  American's  1982  earning 
per  share  could  be  $5,  vs.  a  recent  pric 
per  share  of  just  over  10.  Eastern,  witl 
predicted  earnings  of  $5.50,  recently  sob 
under  9,  while  Braniff,  with  projectet 
earnings  of  $5,  is  selling  at  just  over  9. 

Another  Greenslet  assumption  is  tha 
you  can't  get  hurt  badly  even  if  earning 
turn  up  later  than  he  figures.  Why?  Hi 
says  there  is  little  downside  risk  left  in 
airline  stocks.  Historically  the  airline! 
are  selling  very  low  versus  the  rest  of  thi 
market;  the  Standard  &  Poor's  airlin< 
index  recently  stood  at  30%  of  the  400 
industrials  figure.  How  much  can  yoi 
lose  on  UAL,  which  maintains  its  higH 
return  on  assets  and  large  cash  flow  ever 
in  a  down  year?  Or  on  Delta,  one  of  th« 
few  real  growth  stocks  in  the  industry 
which  sells  well  below  book  value? 

From  his  own  experience,  Greenslei 
concludes  that  airline  stocks  move  or 
investor  anticipation  rather  than  on  re 
ported  results.  He  notes  that  airline  share? 
began  to  fall  when  industry  earnings  anq 
traffic  were  registering  record  highs.  Soi 
he  argues,  future  stock  prices  will  antici- 
pate by  a  significant  period  the  improvei 
ment  he  forecasts.  The  investor  who  waits 
to  buy  at  the  "right"  time  will  miss  most  oi 
the  profit  gain. 

"The  time  to  buy  'em,"  the  old-timera 
will  tell  you,  "is  when  nobody  wants 
them."  Greenslet  says  Amen.— Stei  en  Fla\ 


Ready  to  take  off? 


Ed  Greenslet  of  Merrill  Lynch  argues  that  airline  stocks 
tend  to  move  in  anticipation  of  earnings  trends  even  earlier 


than  other  stocks  do.  The  six  below  may  be  cases  in  point. 
The  earnings  estimates  are  Greenslet's. 


-Price/earnings  ratic 


American 
Braniff 
Delta* 
Eastern 
Northwest 
UAL 


Recent 

52-week 

range 

 Earnings  per  share  (fully  diluted  w 

here  applicable)  

Current 

1979' 1980 

price 

high 

low 

1977 

1978 

1979E 

1980E 

1981E 

1982E 

dividend 

Yield 

Avg 

1981 

1982 

10% 

14 

9 'A 

$2.1 1 

$  4.00 

$1.50 

$1.40 

$2.60 

$  5.00 

$0.40 

3.8% 

7.3 

4.1 

2.1 

9'/s 

13% 

6% 

1.83 

2.26 

0.10 

0.50 

2.20 

5.00 

0.20 

2.2 

30.4 

4.1 

1.8 

36 

47% 

35% 

5.86 

6.91 

5.20 

5.30 

8.25 

12.00 

1.20 

3.3 

6.9 

4.4 

3.0 

SVi 

9% 

5% 

1.34 

2.41 

1.90 

2.00 

3.25 

5.50 

0.0 

4.2 

2.5 

1.5 

25% 

36'A 

24'/2 

4.29 

2.86 

3.80 

4.20 

6.00 

8.00 

0.80 

3.2 

6.3 

4.2 

3.2 

20'/8 

29 '/s 

19% 

3.59 

10.20 

-2.25 

2.50 

6.00 

11.00 

1.00 

5.0 

NM 

3.4 

1.8 

"Calendar  year  earnings  used  for  Delta.    NM — Not  meaningful. 

Source  Merrill  lynch 


E — Estimate 
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Zl  A.  A  drink  that's  great  on  the  rocks.         DB.  A  street  corner  in  Cleveland. 


Zl  C.  Authors  of  a  best-selling  diet  book 


Zl  D.  None  of  the  above. 


Answer  A  is  incorrect  because 
beverages  is  not  one  of  our  five 
business  segments.  We  are  deeply 
committed,  however,  to  Cleaning 
Systems;  Educational  and 
Household  Products;  Fluid 
Transmission  Products;  Power 
and  Controls  Systems;  and 
Equipment  &  Accessories. 

Answer  B  is  incorrect  because 
street  corners  do  not  rack  up 
record  earnings  year  after  year 
as  we  do. 

Answer  C  is  incorrect  because 
although  we  publish  the  best 
selling  World  Book  encyclopedia, 


we  have  not  yet  written  a  diet 
book.  And  we  probably  won't 
because  there's  little  fat  on  our 
corporate  frame  or  among  our  17 
operating  units. 

Answer  D  is  correct. 

Nobody  has  all  the  answers 
to  the  question  of  what  makes 
companies  grow  and  prosper.  At 
Scott  &  Fetzer,  we  believe  credit 
for  our  success  can  be  given  in 
large  part  to  the  fine  reputations 
our  products  have  earned  over 
many  years.  Products  such  as 
World  Book  and  the  renowned 
Kirby  vacuum  cleaner,  Wayne 


water  systems,  Campbell-Hausfeld 
air  compressors,  and  many  more 
fine  products  for  home  and 
industry.  We've  been  innovators, 
and  leaders.  We've  not  shied 
from  taking  risks  and  we've  acted 
quickly  to  correct  mistakes. 

How  did  we  do  in  1979? 
See  answers  below. 


14600  Detroit  Avenue 
Lakewood,  Ohio  44107 


Good  news 

for 


W>rd  People. 


In  business,  there  are  basically  two  kinds 
of  people. 

Word  People.  And  Numbers  People. 
If  you're  a  Word  Person,  this  ad  is  for 

you. 

And  so  is  this  new  machine:  The  Xerox 
860  Information  Processing  System. 

It  can  rearrange  paragraphs,  change 
margins,  correct  misspellings  and  type  out  a 
virtually  endless  series  of  text  revisions  at  the 
speed  of  hundreds  of  words  a  minute. 

And  it  remembers  everything  it's  done 
for  future  reference.  Or  additional  changes. 

But  it  also  does  something  you  might 
not  expect  from  a  word  processing  system. 

It  processes  numbers. 

Because  in  business  today,  Word  People 
have  to  manage  numbers.  And  Numbers 
People  have  to  manage  words. 

And  everyone,  but  everyone,  has  to 
manage  information. 


XEROX 


XEROX®  and  860  arc  trademarks  of  XEROX  CORPORATION. 


Good  news 

for 

Numbers  People 


"I give  it  a  10." 


In  business,  there  are  basically  two  kinds 
of  people. 

Word  People.  And  Numbers  People. 

If  you're  a  Numbers  Person,  this  ad  is 
for  you. 

And  so  is  this  new  machine:  The  Xerox 
860  Information  Processing  System. 

It  can  compute,  do  statistics  and  per- 
form the  routine  work  that's  essential  in 
managing  records,  measuring  work  per- 
formance and  so  on. 

And  it  remembers  everything  for  future 
reference.  Or  additional  changes. 

But  it  also  does  something  you  might 
not  expect  from  a  numbers  processing 
system. 

It  processes  words. 

Because  in  business  today,  Numbers 
People  have  to  manage  words.  And  Word 
People  have  to  manage  numbers. 

And  everyone,  but  everyone,  has  to 
manage  information. 


XEROX 


Inflation  is  creating  huge  prospective  pension 
problems  for  American  business.  Why,  then, 
does  the  FASB  refuse  to  recognize  the  fact? 


Can  you  measure 
the  unknowable? 


Numbers  Game 


Pension  benefits  for  white-collar  work- 
ers are  usually  based  on  plan  members' 
pay  level  for  the  last  few  years  before 
retirement.  (For  union  workers,  in  con- 
trast, the  benefits  are  usually  renegotiat- 
ed with  every  new  contract.)  So  it  fol- 
lows that  if  you  figure  pension  benefit 
liabilities  using  an  estimate  of  final 
years'  salaries  (or  final  years'  contracts), 
<t  figure  is  going  to  be  much  higher 
if  you  use  current  salaries,  raising 
risk  of  severely  underestimating 
liabilities. 
I  his  is  especially  true  when  you  have 
double-digit  inflation.  Just  keeping  up 
with,  say,  10%  inflation  would  double  a 
person's  salary  in  about  seven  years;  that's 
without  merit  raises  and  promotions  that 
would  raise  the  ante  even  higher. 

A  50-year-old  executive  on  the  books 
for  $20,000  a  year  today  could,  under 
these  circumstances,  easily  be  drawing 
$50,000  a  year  on  retirement.  How  inad- 
equate, then,  is  pension  accounting 
based  on  his  or  her  present  salary. 

That's  not  the  only  complication.  That 
50-year-old  executive  won't  start  collect- 
ing his  benefits  for  15  years.  So,  contri- 
butions made  today  will  grow  to  form  his 
annuity.  And  if  interest  rates  stay  in  the 
13%  to  14%  range,  they  will  grow  quick- 
ly. But  there's  no  guarantee  of  that. 

The  Financial  Accounting  Standards 
Board,  the  accounting  industry's  rule- 
making body,  has  just  stepped  into  this 
bucket  of  worms  with  a  uniform  method 
for  pension  plan  reporting;  at  present  the 
accounting  varies  all  over  the  lot. 

The  FASB  has  solved  the  whole  salary 
increase  problem  by  saying  that  plans 
cannot  take  future  salary  increases  into 
account.  In  addition,  the  FASB  wants 
pension  plans  to  use  an  "accrued  bene- 
fit" method  of  accounting.  That  means, 
in  effect,  that  in  figuring  pension  ex- 
pense the  company  looks  only  at  the 


pension  benefits  the  worker  has  accrued 
so  far — it  doesn't  try  to  guess  the  bene- 
fits he  will  earn  in  the  future.  Result  of 
these  two  measures:  The  company's 
contribution  to  the  pension  fund  will 
generally  increase  every  year  as  salaries 
increase  and  the  time  remaining  to  col- 
lect interest  on  the  fund  decreases. 

"Such  stupidity!"  was  the  reaction  of 
one  respected  accquntant.  He  was  not 
alone.  Many  accountants  couldn't  be- 
lieve that,  after  six  years'  study  and  two 
drafts,  this  was  the  best  the  respected 
accounting  body  could  do. 

The  Financial  Analysts  Federation 
(FAF),  a  professional  association  in  New 
York  City,  protested  to  the  FASB:  "We 
believe  .  .  .  the  board  has  prescribed  a 
uniform  method  .  .  .  which  will  substan- 
tially, perhaps  dangerously,  understate 
pension  expenses  and  reported  unfunded 
pension  liabilities." 

The  FAF's  argument  boils  down  to 
this:  If  you  know  that  over  20  years  a 
plan  needs  to  accumulate  $100  million, 
isn't  it  better  to  show  that  liability  grow- 
ing at  $5  million  a  year,  instead  of  ignor- 
ing the  future  and  funding  it  at,  say,  $1 
million  the  first  year,  $5  million  the 
tenth  year  and  $20  million  the  last  year? 

Consider  the  current  situation  at 
Westinghouse.  The  company's  pension 
plan  has  been  using  an  accrued-benefit 
accounting  system  for  the  last  20  years. 
Although  the  average  number  of  employ- 
ees declined  15%  between  1975  and 
1978,  to  141,776,  the  annual  pension  ex- 
pense for  the  company  more  than  dou- 
bled, from  $66  million  to  $136  million, 
over  the  same  years.  That  was  the  dirty 
work  of  the  accrued-benefit  system; 
Westinghouse,  like  most  other  compa- 
nies, did  take  future  salary  increases  into 
account.  Imagine  how  much  worse 
things  would  have  been  if  they  hadn't. 

Right  now,  unlike  Westinghouse,  75% 


of  large  companies  with  pension  pla 
accounting  systems  look  to  the  future- 
and  do  not  use  an  accrued-benefit  meth 
od — in  their  calculations.  Howevei 
many  will  probably  be  happy  to  havi 
their  plans  seem  solid  and  show  highe 
earnings  for  now,  and  run  the  risk  c 
Westinghouse's  problems  later. 

So,  why  is  the  FASB  taking  this  tack 
Jules  Cassel,  FASB's  pension  plan  projec 
manager,  explains  that  the  benefit] 
shown  under  the  new  system  are  nc 
intended  to  reflect  the  amount  that  even 
tually  will  have  to  be  funded.  They  wi] 
show  the  status  of  the  plan  at  that  poin 
in  time  only. 

Moreover,  Cassel  says,  these  guide 
lines  are  for  plans,  not  companies.  Thj 
FASB  has  a  separate  project  to  develoi 
rules  for  companies'  pension  reporting. 

Robert  D.  Paul,  vice  chairman  of  Mai 
tin  E.  Segal  Co.,  an  actuarial  firm,  make 
another  point:  "The  real  question  beini 
asked  here  is,  'What  are  the  benefits  t 
date?'  There  is  no  commitment  to  cor] 
tinue  a  pension  plan — no  legal  commit 
ment.  So,  the  liabilities  are  only  wha; 
they  are  today." 

Responds  Lee  Seidler,  an  analyst  a 
Bear,  Stearns  and  a  member  of  the  FA 
committee  that  studied  the  FASB  pre 
posal:  "Fine,  but  what  use  is  that  kind  a 
information?  The  goal  of  accounting  is  tj 
get  results  which  you  can  use,  whicl 
mean  something.  The  FASB  informatioi 
tells  you  nothing." 

What  do  the  FASB's  figures  show?  Ac 
cording  to  Cassel,  they  show  "a  measur 
of  the  benefits  attributable  to  service  a 
ready  rendered;  like  a  report  card." 

As  is  often  the  case,  the  FASB,  in  it 
quest  for  figures  that  are  totally  accurat 
and  absolutely  irrefutable,  winds  u; 
showing  a  world  that  doesn't  really  exist 

To  be  fair,  the  real  world  is  difficult  ti 
describe  in  accounting  terms  and  evel 
more  difficult  to  predict.  Dale  Gerboth 
an  accountant  with  Arthur  Young,  at 
gues  that  salary  increases  can't  be  con 
sidered  because  "of  the  extreme  difficul 
ty  in  projecting  inflation  rates  into  th 
future.  Projecting  these  salary  increase 
would  be  nearly  impossible." 

But  forecasting  is  unavoidable.  Le' 
Seidler:  "If  you're  not  projecting  any  in 
flation,  then  you're  projecting  zero  infla 
tion.  What's  the  likelihood  of  that?" 

Zero  likelihood,  obviously.  The  dilero 
ma  of  pension  plan  accounting  is  a  cas< 
of  damned  if  you  do  and  damned  if  yoi| 
don't.  To  make  statements  that  do  noi 
grossly  underestimate  liabilities,  yoil 
have  to  make  subjective  predictions  thai 
could  easily  be  far  off.  The  aversion  t< 
this  risk  is  consistent  with  the  repug 
nance  many  historical-cost  accountant 
have  for  inflationary  accounting. 

There  are  never  totally  acceptable  an 
swers  to  complex  questions.  But  the  easi 
est  answer — avoiding  the  question — ii 
often  the  least  acceptable.— Richard  Greem 
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DO 
WORKING 

WOMEN 

FASTER? 

Absolutely  not!  Fact  is,  women  who  work  outside  the  home  are  often  far  more  vital  than  those  who  don't. 
Most  indications  are  that  they  live  longer,  look  better  and  are  generally  happier  with  themselves. 

Being  a  working  woman  isn't  all  that  easy,  though.  Far  from  it.  You  spend  35+  tough  hours  a 
week  meeting  career  demands,  then  face  over  40  more  hours  of  home  and  family  care.  How  can  you 
better  cope  with  time  —  for  work,  for  household  responsibilities  —  for  yourself? 

YOU  NEED  WORKING  WOMAN 

WORKING  WOMAN  understands  your  special  needs,  whether  you're  starting  out,  on  the  way  up,  or 
already  at  the  top.  Written  and  edited  by  working  women,  WORKING  WOMAN  is  packed  with  time- 
saving,  money-saving,  psyche-saving  hints  to  help  get  the  most  out  of  your  job  and  after- 5  life.  Some 
topics  we  cover: 


Power:  what  it  is,  who's  got  it,  how  to  get  it 

The  perfect  resume  for  you 

Dual  paycheck  joys/blues 

ERA  update:  what  it  does  for  working  women 


The  best  investments:  from  real  estate  to  gold 
Cope  with  — and  maybe  beat  — the  recession 
MBA:  what  it  will  and  will  not  get  for  you 
Perks:  the  hidden  bonus  in  your  paycheck 


AND  keeping  in  shape  on  the  job,  day-care  updates,  too-beat-to-bother  meals  plus  MUCH  MORE. 

You  won't  find  this  valuable  information  anywhere  else.  Let  WORKING  WOMAN  make  your 
work/life  style  easier,  more  rewarding.  Save  money,  too:  Take  advantage  of  our  low  base  rate— just  $9.00 
for  a  one-year  (12  issues)  subscription  —  a  full  one  half  off  the  newsstand  price.  If  at  any  time  you 
wish  to  cancel,  you'll  be  refunded  for  all  unmailed  issues.  An  added  bonus:  Since  it  aids  in  your  work, 
WORKING  WOMAN  may  be  tax  deductible.  Ask  your  tax  advisor. 

Subscribe  today,  using  the  coupon  below. 


I  Mail  to:  WORKING  WOMAN 

|  Box  10130,  Des  Moines.  1A  50349 

■  YES,  I  want  to  be  the  best  WORKING  WOMAN  I  can  be. 
I  Please  enter  my  subscription  as  checked  below  —  for  the  low 
I  base  rate  of  $9  (a  50%  saving  over  newsstand  price). 

|  □  Payment  enclosed       □  Please  bill  me 
|  MONEY  BACK  ASSURANCE:  I  understand  that  I  reserve 
I  the  right  to  cancel  at  any  time  and  receive  a  full  refund  for  any 
_  unmailed  copies. 


MFFA 


Api  # 


Cily 


Zip 


PLEASE  ALLOW  6  TO  K  WEEKS  FOR  SHIPMENT  OF  YOUR  FIRST  ISSUE 


What  shippers  want  most  is 
dependable  service. 


"o  .302 


I  :] 


f 


And  Hi's  Ryder  Truck  Lines 
delivers  the  goods. 


Good  motor  freight  service  means  results 
you  can  count  on  around  the  clock  and  across 
the  country.  To  shippers  big  and  small,  it  means 
Ryder— one  of  the  nation's  largest  and  fastest 
growing  truck  lines. 

Every  business  day,  Ryder  trucks  log 
more  than  600.000  miles  and  deliver  more 
than  15,000  shipments.  Through  the  dedi- 
cation of  drivers  like  Jim  Watts,  the  com- 
pany has  earned  a  reputation  for  on-time, 
trouble-free  service. 


m 

International 


Ryder  is  planning  for  the  future  with  its  cor- 
porate parent,  IU  International.  IU's  interests  in- 
clude transportation  services,  distribution,  indus- 
trial, utility  and  agribusiness  operations  that  add 
up  to  annual  revenues  of  more  than  $2.6  billion. 

For  more  information  on  Ryder, 
write  Earl  N.  Hoekenga,  Chairman,  Ryder 
Truck  Lines,  PO.  Box  2408,  Jacksonville, 
FL  32203.  To  learn  more  about  IU,  write 
IU  Corporate  Affairs,  1500  Walnut  Street, 
Philadelphia,  PA  19102. 


rhat  the  new-issue  game  was  to  the  bull 
arket  of  the  Sixties,  the  shell  game  may  be  to 
e  reviving  bull  market  of  the  Eighties. 


Recycling  old 
companies 


about  what  you  could  do  with  a  dormant 
but  still  publicly  held  company  with  few 
or  no  assets  except  its  bona  fide  corpora- 
tion existence  and  its  stockholders. 
Shells  are  often  formed  when  old  publicly 
traded  companies  fail  and  their  execu- 
tives do  not  dissolve  them. 

By  buying  the  shares  of  a  shell  and 
then  merging  into  it,  a  private  company 
can  go  public  quickly  and  cheaply,  corn- 


By  Sharon  Reier 


tm>  ercury  Metals  was  formed  in 
i/m  1969  to  mine  uranium,  other 
metals  and  oil,  but  it  had  be- 
ne inactive.  It  had  1 1  million  shares 
standing.  Assets?  There  were  a  few 
ning  leases  and  $600,000  in  cash.  It 
s  a  corporate  shell  not  quite  empty, 
1  the  stock  sold  for  5  cents  a  share, 
•nter  K.K.  Amini,  an  Iranian- 
n  petroleum  engineer.  He 
■ded  to  Mercury  about 
)0,000  in  producing  oil  and  gas 
iperties  and  $70,000  in  cash.  In 
urn,  Mercury  issued  him  51 
llion  new  shares,  giving  him 
Vo  of  the  company.  Mercury 
n  consisted  of  $670,000  and 
tie  petroleum  properties.  A  bit 
ire  maneuvering  and,  under  the 
ne  of  Rial  Oil  Co.,  Mercury 
:ctuates  a  25-for-l  reverse 
ck  split.  Now  there  are  2.5  mil- 
i  shares  outstanding,  and 
lini  owns  about  2  million.  The 
^e  soars  to  $4  a  share.  Amini's 
^0,000  investment  grows  to  $8 
[lion  in  less  than  six  months, 
e  original  Mercury  sharehold- 
did  well,  far  better  than  when 

company  was  a  shell. 
Tiat  was  in  1977.  In  1978-79 

prices  go  through  the  roof, 
lini  finds  oil.  Rial  earns  $3  mil- 
i  in  1978,  the  stock  leaps  and 
lini  raises  capital  by  selling 
),000  fresh  shares  at  14'/8 ;  he 
3  unloads  100,000  of  his  pre- 
usly  restricted  stock  at  that  price, 
o,  there  it  is.  Amini  has  his  cash  out 
ce  over  and  is  sitting  with  about  $65 
llion  worth  of  paper.  The  old  Mercury 
reholders,  if  they  held  their  stock, 
re  $17.5  million— well  over  a  2,400% 
a.  It  was  a  corporate  shell  game  that 
d  off  for  everyone. 

"here's  something  wonderfully  tempt- 
about  a  "shell"  corporation.  Think 


pared  with  the  time  and  money  it  takes 
to  go  through  Securities  &  Exchange 
Commission  registration  and  an  under- 
writing. Once  public,  the  corporation's 
stock  can  be  used  to  acquire  other  com- 
panies and  as  an  equity  kicker  in  capital 
borrowings.  On  top  of  all  that,  some  peo- 
ple erroneously  seem  to  feel  that  since 
the  shell  has  been  dormant,  nobody — 
particularly  regulating  and  taxing  au- 
thorities— notices  or  cares  what  it  does. 


Though  its  terms  were  utterly  favor- 
able to  K.K.  Amini,  the  Mercury-Rial 
deal  was  relatively  straightforward  and 
quite  aboveboard — and  so  far,  everyone 
has  made  out  well.  But  if  that  makes  an 
honest  businessman  salivate  a  little  bit, 
think  of  how  it  whets  the  appetites  of 
promoters,  hustlers  and  assorted  scam 
artists  who  hover  on  the  fringes  of  high 
finance.  For  them,  a  shell  can  work  like  a 
printing  press  to  turn  out  shares  of  stock 
to  be  sold  to  the  greedy  gullible. 

A  problem  for  either  a  legitimate  busi- 
nessman or  a  con  artist  is  to  find  a 
"clean"  shell,  one  with  certified  state- 
ments, no  hidden  tax  liens  or  legal  claims 
and  no  links  with  shadowy  promoters. 

To  buy  such  an  item,  you  can  go  to  a 
shell  dealer.  "I'm  getting  six  calls  a  day 
from  people  who  think  they  are  interest- 
ed in  buying  a  shell,"  grins  Albert  M. 
Zlotnick,  the  opinionated  54-year-old 
dealer  who  heads  the  Manhattan  finan- 
cial consulting  firm  of  Davie  Associates. 
"Three  out  of  four  of  them  think  that 
they  can  circumvent  legal  problems  in 
raising  capital,"  says  Zlotnick,  sitting  in 
his  Park  Avenue  conference  room,  the 
walls  lined  with  antique  slot  machines 
and  the  table  littered  with  requests  for 
shell  deals. 

A  Brooklyn  consultant  who  de- 
scribes himself  as  "the  Chevy 
dealer  of  shells  compared  with  Al 
[Zlotnick],  who  sells  Cadillacs," 
says  he  tries  to  avoid  selling  these 
skeleton  companies  to  crooks, 
"but  they  have  nerve  enough  to 
come  into  the  office."  He  says 
sometimes  their  names  have 
been  in  the  papers  the  day  before, 
because  they  just  came  out  of  jail. 
Now  in  his  50s,  he  well  remem- 
bers the  golden  age  of  stock  fraud 
in  the  1950s  when  the  notorious 
Alexander  Guterma  and  Lowell 
M.  Birrell  were  using  shells  and 
unregistered  shares  to  fleece  in- 
vestors and  loot  companies. 
Though  the  rinky-dink  games 
that  their  spiritual  descendants 
are  playing  today  may  be  less 
grandly  scaled,  they  still  manage 
to  fleece  a  fair  number  of  sheep 
despite  SEC  efforts  to  eliminate 
dubious  uses  of  shells. 

Among  the  offers  that  came  in 
response  to  a  blind  ad  Forbes 
placed  recently  was  one  for  a  Ne- 
vada corporation  based  in  New 
Jersey  that  had  a  "mere"  6.2  million 
shares  in  public  hands  among  38  million 
outstanding  and  a  total  authorization  of 
100  million.  A  legitimate  businessman 
could,  under  SEC  regulations,  periodical- 
ly put  relatively  small  amounts  of  the 
millions  of  unregistered  shares  on  the 
market  after  he  has  held  them  two  years. 
But  a  con  man  would  try  to  obscure  the 
distinction  between  registered  and  unre- 
gistered  shares   and   would  probably 
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throw  as  much  stock  as  he  could  into  the 
market  once  he  wrapped  the  shell  in  the 
trappings  of  some  appealing  contempo- 
rary business  like  gold  mining,  informa- 
tion processing  or  energy. 

Between  late  1971  and  early  1972  a 
promoter  named  Russell  H.  Twiford  Jr. 
bought  a  Utah  corporation  for  $6,000 
from  a  dealer  who  had  upped  the  shell's  2 
million  shares  of  authorized  stock  to  30 
million.  Twiford's  company,  Polaris 
Mining  Co.,  began  to  make  a  little  news 
in  Salt  Lake  City  and  Denver  (popular 
places  for  modern  scams)  about  mineral 
deposits,  ore  stockpiles  and  semipre- 
cious stones.  Local  brokers  must  have 
believed  the  stories  because  they  helped 
him  unload  millions  of  unregistered  Po- 
laris shares  at  rising  prices.  Twiford  used 
some  of  the  money  to  simulate  mining 


ance  sheet  showing  $15  million,  purport- 
edly the  result  of  the  acquisition  of  an 
Italian  cotton  mill.  As  the  price  of  Tellco 
shares  began  moving  up,  the  SEC  charges 
Forsyth  marketed  unregistered  convert- 
ible notes.  With  the  share  price  climbing 
from  less  than  $1  to  $8,  the  note  holders 
happily  held  on,  not  realizing  that  For- 
syth was  apparently  using  their  capital  to 
manipulate  the  market  in  Tellco's  stock. 
When  the  pyramid  collapsed  in  Septem- 
ber 1977,  at  least  45  note  holders  were 
out  at  least  $366,000.  The  SEC  hopes  to 
enjoin  Forsyth  from  further  activities. 
But  Forsyth  has  denied  the  SEC's 
charges. 

Capture  and  punishment  seem  only 
minor  deterrents  to  the  artists  who  fash- 
ion such  deals.  They  keep  coming  back. 
One  of  the  architects  of  Capitol  Holding 


Zlotnick  of  Davie  Associates 

The  phone  keeps  ringing,  but  most  people  have  the  wrong  idea. 


operations  in  Arizona  and  stimulate 
higher  stock  prices.  Last  May  he  drew  a 
six-month  jail  term  and  a  four-and-a- 
half-year  suspended  sentence  in  the  fed- 
eral district  court  in  Colorado. 

Last  spring  the  SEC  charged  Houston 
Complex  Inc.  and  Network  One  Inc., 
both  of  them  inactive,  publicly  traded 
shells  with  selling  over  $1  million  in 
unregistered  shares  supported  by  false  re- 
ports about  deals  to  build  an  Atlantic 
City  hotel-casino  and  to  sell  videotape 
systems.  Their  reports  were  "verified" 
by  a  group  of  Salt  Lake  City  auditors. 

After  enjoining  him  in  1969  from  fur- 
ther activities  with  a  shell  called  Du- 
mont  Corp.,  the  SEC  recently  filed  a 
complaint  against  Norman  Forsyth,  who, 
as  president  of  a  Salt  Lake  City  shell 
called  Empire  Exploration  Co.,  merged  it 
with  Tellco  Information  Services  and 
went  to  work  again.  With  only  $90,000 
in  assets  in  1977,  Tellco  soon  had  a  bal- 


Corp.  and  Pan  American  Resources,  Inc. 
(both  celebrated  scams  of  the  1960s)  who 
made  several  phony  acquisitions  and  re- 
peatedly sold  unregistered  stock,  is  back 
in  business  after  a  1973  conviction  on 
seven  counts  of  fraud  and  manipulation. 
Last  December  this  operator — who  in- 
sists on  anonymity  as  the  price  for  his 
cooperation — was  out  trying  to  find  in- 
vestors for  a  company,  among  other 
things,  with  a  plausible  method  of  ex- 
tracting oil  from  shale  using  lasers  and 
mirrors.  Even  on  a  pilot  basis,  similar 
schemes  have  consumed  enormous 
amounts  of  capital  for  Occidental  Petro- 
leum and  other  major  energy  companies. 
So  it's  hard  to  imagine  that  this  present 
company — born  from  a  shell — will  be 
able  to  do  much  if  anything  with  the 
$500,000  this  presumably  reformed 
hustler  is  currently  trying  to  raise.  Never- 
theless, he  assures  prospective  buyers  of 
his  private  placement  of  subordinated 


convertible  debentures  packaged  wii 
"freely  tradable  stock  at  20  cents 
share"  that  the  shares  "will  be  trading; 
a  fair  market  price  of  $5  per  share  < 
more  within  four  or  five  months"  aij 
that  the  firm  will  earn  $45  million  prets 
by  1984.  So  far,  nobody  has  found  aij 
reason  to  halt  his  activities. 

That  may  be  because  he  has  apparent 
not  yet  made  a  public  move  that  wou 
bring  him  into  the  SEC's  purview.  Pn 
vate  placements  are  a  useful  part  of  mol 
shell  scams,  because  they  keep  the  SEj 
away  during  the  crucial  initial  phasj 
Once  public  trading  in  a  stock  begin 
SEC  rule  15c2-ll  makes  it  difficult  for 
legitimate  broker  to  be  suckered  into  tJH 
stock-hype  phase.  That's  because  tr] 
rule  prohibits  a  broker-dealer  from  mal 
ing  a  market  or  quoting  a  price  on  a 
over-the-counter  stock  if  he  doesn't  ha\i 
accurate  data  on  the  company.  Unscn 
pulous  brokers  try  to  evade  this  rule  bj 
not  putting  the  price  in  the  Nation; 
Quotation  Bureau's  pink  sheets  at  all  an 
simply  selling  the  stock  by  word  c 
mouth.  But  an  investor  who  buys  share 
that  aren't  even  listed  in  the  pink  sheel 
probably  deserves  whatever  happens  t 
his  money. 

Though  the  dubious  reputation 
shells  is  clearly  well  earned,  they  do  pr<i 
vide  legitimate  business  uses.  Receij 
mounting  interest  in  small  public  corn 
panies  has  sent  volume  on  the  Ame 
soaring  inordinately.  Last  year  the  nun) 
ber  of  new  companies  going  publj 
zoomed  from  1978's  61  to  159.  But  it's 
picky  market  and  many  small  company 
lately  have  had  to  withdraw  offering 
because  they  couldn't  be  sold.  That 
what  makes  the  shell  method  of  goiri 
public  so  attractive  now.  An  issue  tha 
won't  sell  after  the  company  has  sper 
maybe  $75,000  or  more  for  the  filing  an 
printing  costs  of  an  SEC  registration  (ncj 
to  mention  legal,  accounting  and  undej 
writing  costs  that  might  bring  the  tab  u| 
to  $200,000)  is  probably  a  lot  more  experj 
sive  than  paying  $20,000  to  $50,000  or  si 
for  a  clean  public  shell  and  then  merginj 
into  it.  At  least  that  way  you  know  you'| 
make  it  to  the  public  market. 

Tax-loss  carryforwards?  Much  overrai 
ed.  Even  if  your  shell  has  a  big  tax-losj 
carryforward,  the  IRS  usually  won't  la 
you  use  it  anyway.  As  for  the  estate  ta 
valuation,  the  IRS  won't  accept  the  oveij 
the-counter  market  price  of  a  recentl) 
merged  shell's  shares  until  a  substantial 
proportion  are  actually  in  disinterestej 
public  hands.  Typically,  however,  a  shel 
merger  leaves  no  more  than  49%  of  th| 
shares  in  strangers'  hands,  and  usually 
lot  less.  You  don't  want  to  give  awaj 
your  real  company  to  the  shell's  othej 
stockholders,  so  the  principal  normallj 
likes  to  get  about  80%. 

So,  anybody  can  play  the  shell  game  fcj 
a  con,  but  if  you  play  by  the  rules,  it's  jujj 
another  business  tool.  ■ 
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How  an  industrial  product 
from  Colt  Industries 
helps  give  this  earthmoving  giant 
its  small-car  mobility. 


II  66,000  pounds  in  its  bucket,  the  massive  Marathon 
LeTourneau  L-1200  Letro  Loader  can  move  with  an  agility  that  belies  its 
size.  Contributing  to  its  remarkable  maneuverability  are  high  torque  elec- 
tric motors  in  each  of  its  12-foot  diameter  wheels,  and  drive  components 
that  have  been  worked  to  critical  tolerances  on  machining  centers  from 
our  Pratt  &  Whitney  Machine  Tool  Division. 

An  innovative  full-line  manufacturer  of  computerized  numerically- 
controlled  metal-cutting,  turning  and  machining  equipment,  Pratt  & 
Whitney  is  another  of  the  well-known  names  in  the  Colt  Industries  family. 
And  another  reason  Colt  Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy.  For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  CC,  430  Park  Ave.,  New  York,  New  York  10022. 

Fairbanks  Morse  diesel  engines  'Fairbanks  scales  'Pratt  &  Whitney  and  Elox  production  equip- 
ment 'Quincy  compressors  'Central  Moloney  transformers  'Trent  welded  stainless  steel  pipe  and 
tubing  'Crucible  permanent  magnets  and  coil  springs  'Colt  firearms  DHolley  carburetors 
Chandler  Evans  fuel  controls  'Fairbanks  Morse  pumps  DCrucible  specialty  steels    Garlock  industrial 
seals  'Stemco  truck  products  'France  compressor  products  □  Menasco  shock  mitigation  systems. 


Colt  Industries 


The  newest  exchange  on  Wall  Street  offers 
marijuana  and  other  "soft"  drugs  to  the  clear 
heads  trading  securities  and  commodities. 

Pair  weather 
brings  market 
surge 


□D" 

[^5 

LIBERTY  ST 

"I  l; 

PINE  ST. 

1  1 

c 


q     CEDAR  ST. 


By  Dave  Lindorff 


They've  created  a  new  exchange  in 
the  Wall  Street  area  that's  reminiscent  of 
the  old  Curb  Exchange  (now  the  Amex) 
in  that  it  operates  out  on  the  street,  and 
of  the  commodities  exchanges  in  that  it 
trades  in  agricultural  products.  Not  pork 
bellies  or  No.  2  hard  winter  wheat  but 
mostly  marijuana,  with  cocaine  and  "up- 
pers" available  on  special  order. 

Located  on  a  paved-over  vacant  lot  be- 
tween Wall  and  Pine  streets  in  the  heart 
of  the  financial  district,  the  main  floor  of 
the  drug  exchange  can  look  as  busy  as  the 
nearby  Big  Board,  especially  in  clement 
weather.  The  traders,  mostly  young 
blacks  from  Harlem  or  Brooklyn,  post 

Dave  Lindorff  is  a  freelance  writer  living  in  New 
York  who  was  a  1979  Walter  Bagehot  fellow  at 
Columbia  I  niversity 


themselves  at  regular  locations  around 
the  edge  of  the  lot  owned  by  American 
International  Group,  Inc.,  the  insurance 
outfit,  to  sell  their  stock  in  small  lots, 
usually  by  the  joint. 

Says  New  York  City  Police  Lieutenant 
James  Connolly,  head  of  narcotics  oper- 
ations for  lower  Manhattan:  "There  are 
thousands  of  drug  users  working  in  the 
area,  and  with  the  demand  there,  there 
will  always  be  people  willing  to  sell." 

Police  busts  are  a  problem,  of  course, 
but  small  quantity  sales  carry  small  pen- 
alties these  days,  so  dealers  adapt  to  this 
form  of  "regulation"  by  keeping  their 
trading  units  small.  "We  never  carry 
more  than  about  half  an  ounce  at  a 
time,"  says  a  young  dealer  who  calls 
himself  "Mr.  G."  "We  stash  the  rest  all 
over  the  place  and  go  get  more  when  we 
sell  out.  Then  if  we're  busted,  it's  usually 
only  a  $10  fine." 


How's  business?  "On  a  good  day,"  a< 
mits  one  trader,  "I  can  make  several  hur 
dred  dollars.  But  if  I'm  busted  durir) 
lunch  or  in  the  afternoon  when  most 
my  customers  are  around,  I  might  makj 
only  $15  for  the  day."  So  there's  yoij 
risk-reward  formulation. 

Lieutenant  Connolly  offers  this  anal^ 
sis  of  the  economics  of  the  marketplace 
A  pound  of  grass  sells  for  $500,  and  dea 
ers  roll  about  150  joints  from  an  ounq 
which  sell  for  $1  apiece,  producing 
profit  upwards  of  $2,000  a  pound.  "Theg 
guys  are  averaging  at  least  $100  a  day  i 
profits,"  he  says.  '"These  are  kids  whl 
probably  wouldn't  be  hired  by  anybody 
Where  else  can  you  get  such  good  houi| 
and  high  pay — and  with  no  taxes  to  pai 
on  what  you  make?  It's  the  best  busines 
you  could  be  in." 

What  about  the  customers?  Says  Cor) 
nolly,  "Middle-class  guys  from  New  Jei 
sey  and  Long  Island  who  aren't  going  t 
come  back  and  bother  them  if  they  fed 
cheated.  There's  no  need  for  the  dealer1 
to  carry  guns  or  knives,  and  business  i 
so  good  they  don't  have  to  fight  amon 
themselves  either."  A  specialist  on  th 
Big  Board  commented  recently  afte 
closing  a  deal,  "Sure  I  use  pot.  I'd  sa 
about  40%  of  the  people  in  all  thes 
buildings  use  it." 

But  the  specialist  asserts  that  no  on 
really  cares.  "Look,  I  trade  40,000  share) 
a  day  and  smoking  doesn't  affect  me 
Everybody  should  know  their  limit 
that's  all."  He  smoked  down  his  join 
and  strolled  back  to  the  exchange  floor  ti 
finish  out  the  day. 

The  Stock  Exchange  is  revising  it 
rules  on  drug  abuse,  but  a  spokesmai 
insisted  that  "there  is  no  problem  her 
with  drug  use."  The  Amex  is  also  draw 
ing  up  a  new  drug  code,  but  both  ex 
changes  already  have  rules  prohibitin; 
use.  At  the  Commodities  Exchange! 
however,  there  are  no  rules  specificall; 
prohibiting  dope,  just  a  general  rule  abou 
detrimental  conduct. 

There  are  even  reports  lately  of  indooi 
trading  on  the  floor  of  the  Comex  usin] 
commodities  terminology — cocaine  1 
beled  "white  sugar,"  a  reddish  grass 
called  "Russian  wheat"  and  a  Colombia! 
brand  of  "spot  coffee."  A  cotton  broke] 
reportedly  gave  his  clerks  ounces  of  grass 
as  a  Christmas  gift  last  year  instead  o: 
the  traditional  case  of  liquor.  And  a  vet 
eran  stockbroker  says  one  of  his  biggesj 
regular  expenses  is  cocaine  for  his  clerks 
A  year  ago,  several  traders  on  the  Chicaj 
go  Board  Options  Exchange  were  arrest 
ed  for  big-time  cocaine  dealing.  A  drujj 
enforcement  official  said  that  agentij 
made  ten  undercover  buys  on  the  flool 
itself. 

So  rhe  next  time  you  read  a  confused 
market  letter  and  you  wonder  what  the 
analyst  has  been  smoking,  stop  by  the 
new  curb  exchange,  and  maybe  you'lj 
find  out.  " 
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When  you  want  a  world  class  bank 
to  give  you  world  class  loans 


In  1979  Bank  of 
Montreal  was  ranked  by 
Euromoney  among  the 
top  five  world  banks  as  a  syndi- 
cated credit  lead  manager,  along 
with  such  banks  as  Citicorp,  Chase 
Manhattan  and  Bank  of  America, 

As  one  of  the  most  active 
banks  in  this  field,  we  were  in  the 
lead  or  joint-lead  position  on 
57  loans  amounting  to  more  than 
$14  billion  U.S. 

The  Institutional  Investor  stated 
in  December  1979  that  the  Bank 
of  Montreal  has  "emerged  as 
an  international  powerhouse,  as 
evidenced  by  its  standing  as  one  of 
the  top  managers  of  syndicated 
loans." 

This  Euromoney  ranking  is  yet 
another  indication  of  the  serious- 
ness of  our  attitude  toward  the 
international  capital  market. 

CANADA'S  WORLD  CLASS 
BANK 

The  Bank  of  Montreal  has  become 
a  growing  presence,  worldwide. 


OUR  SOLUTION: 


1.  Citicorp 

2.  bank  of  Tokyo 

3.  Chase  Manhattan 

4.  Bank  of  America 

5.  Bank  of  Montreal 

6.  Lloyds  Bank  International 

7.  Deutsche  Bank 

8.  Morgan  Guaranty 

9.  Manufacturers  Hanover 

10.  Chemical  Bank 

11.  Credit  Lyonnais 

12.  Bankers  Trust  Company 

13.  Westdeutsche  Landesbank 

14.  National  Westminster  Bank 

15.  Wells  Fargp 

16  The  Industrial  B^nk  of  Japan 

17.  Orion  Bank 

18.  Grindlays 

19.  Midland  Ba|k  ^' 

20.  The  li^Telnwrfedit  Bank  ofjapan 
Generajj^  a 

"BaiFclaysyBank  ^ 

23.  Dresdner  Bank 

24.  Royal  Bank  of  Canada 

25-  Societe  Generale  de  Banque  Group 


Si  >urce:  Syndicated  Loan  Rankings  published  in  February  19K0 
Euromoney  m.iiuyine.  Rankings  reached  by  giving  sole 
lead  managers  the  full  amount  of  the  loan,  joint  lead  managers 
equal  amounts  Figures  compiled  by  Euromoney 
Syndication  Service. 


Some  recent  examples: 

•  We  are  now  a  major  commercial 
banker  in  West  Germany, 
Canada's  fourth  largest  trading 
partner  and  the  second  strongest 
industrial  economy  of  the 
Western  world. 

•  In  the  U.S.  the  Bank's  position  as 


a  North  American  multi-national 
institution  enables  us  to  be  a 
"domestic"  bank  for  corporations 
on  both  sides  of  the  border. 
•  Worldwide,  last  year  we  helped 
finance  such  projects  as  a 
Mexican  copper  mine,  a  Spanish 
utility  and  both  a  steelworks  and 
chemical  company  in  Denmark. 

THE  FIRST 
f      CANADIAN  BANK 

Bank  of  Montreal  was,  indeed,  the 
first  bank  established  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S.  and 
England,  in  1818. 

But  to  us,  "first"  is  more  than  a 
date.  It's  an  attitude. 


A  folding 
"suitcase"  desk, 
used  by  travelling 
bankers  in  the  1840's. 


We  intend  to  live  up  to  the  "first' 
in  The  First  Canadian  Bank, 
worldwide. 


It  pays  to  invite 
a  Greyhound  to  your  boardroom 


The  next  time  your  Board  agenda 
addresses  the  Data  Processing 
Budget,  we  have  a  suggestion  .  Arrange 
to  present  the  Board  with  a  com- 
puter lease  proposal  from  Greyhound 
as  a  more  attractive  alternative 
to  acquiring  equipment  from  the 
manufacturer 

Since  1962,  thousands  of  com- 
panies all  over  the  world  have  leased 
from  Greyhound.  With  good  reason. 
As  a  pioneer  in  this  business,  we 
helped  chart  the  ways  leasing  can 
work  to  your  company's  advantage 


With  Greyhound,  you  have  the 
assurance  that  this  Fortune  500  com- 
pany is  backing  your  lease.  Our 
experience  enables  us  to  provide  pro- 
fessional guidance  in  every  aspect 
of  computer  financing  and  computer 
care,  including  engineers  who 
provide  installation  and 
maintenance  service 

Our  goal  is  to 
provide  your 
company  with  the 
best  value  for  its 
computer  dollars. 


Greyhound 
Computer  Corporation 


If  you're  considering  acquiring  oi 
changing  computer  equipment,  ge 
the  facts  on  Greyhound.  We'll  show 
you  all  the  ways  a  Greyhound  choicei 
can  be  the  best  one.  Write  us  andj 
we'll  send  you  more  infori 
mation  Or  call  us  toll 
free  today 
800-528-6113 


Greyhound  Tower 
Phoenix,  Az.  85077 


Ol 
I 
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i  1902  the  great  Du  Pont  gunpowder  and  explosives  combine  was 
sundering,  so  bereft  of  leadership  that  the  family  seriously  consid- 
ed  selling  out  at  a  fraction  of  the  company's  true  worth.  Enter  three 
msins,  descendants  of  the  founder,  who  within  three  years  promoted 
emselves  into  control  of  $60  million  in  assets  for  a  cash  outlay  of 
st  $8,500.  It  may  well  have  been  . . . 


The  shrewdest 
leveraged  buyout  in  history 


always  surprising  how  little  is  new  under  the  financial 
i.  One  of  the  corporate  world's  favorite  games  these  past 

years  is  the  leveraged  buyout — a  strategy  by  which,  for  a 
all  down  payment,  a  management  group  buys  a  company 

1  pays  the  greater  part  of  the  price  out  of  earnings.  New? 

2  strategy  was  used  by  members  of  the  du 
it  family  78  years  ago  at  a  perilous  moment 

the  company  that  had  borne  their 
ne  for  a  century.  Far  from  being  a 
soned  maneuver  by  the  three  du 
it  cousins,  their  "buyout"  was  a  bold 
>rovisation  they  hit  upon  because, 
all  their  personal  wealth,  they  lacked 

capital  to  construct  a  more  conven- 
xA  deal.  Had  they  not  brought  it  off, 
re  almost  certainly  would  not  have 
.mi  an  E.I.  du  Pont  de  Nemours  &  Co. 
lay  This  account  by  Leonard  Mosley, 

distinguished  British  journalist  and 
hor,  is  taken  from  his  book,  Blood 
ations:  Tlie  Rise  &  Fall  of  the  du 
its  of  Delaware,  soon  to  be  pub- 
ied  bv  Atheneum. 


Jan.  27,  1902,  Louisa  d'Andelot  du 
it  wrote  to  her  brother  Pierre  S.  du 
it  that  she  had  been  to  visit  Cousin 
;ene,  who  was  in  bed  with  a  heavy 
d.  Du  Pont's  senior  partner  looked  so 
1  and  feverish  she  thought  he  would 

survive  the  night.  He  did  that,  but  he 
d  the  following  day,  Jan.  28,  age  62. 
'he  death  of  Eugene  du  Pont,  a  grand- 

of  Eleuthere  Ire'ne'e  du  Pont,  founder 
the  great  gunpowder  and  explosives 
nbine  that  bore  his  name,  created  a 
sis  in  the  affairs  of  the  company.  Eu- 
ie  had  served  Du  Pont*  for  42  years, 
I  his  hand,  although  shaky,  had  been 

only  one  on  the  tiller  since  the  death 
General  Henry  (Boss  Henry)  du  Pont 

years  before.  Who  would  take  his 
ce  as  president? 

hortly  after  Eugene's  burial  at  Sand 

:e  1961,  when  company  lawyers  faced  up  to  over  a 
ury  of  confusion,  the  company  has  been  I)u  Pont 
er  case  "D"),  the  family,  du  I'ont  ( loiver  case  "d"). 


teuton* 


By  Leonard  Mosley 


Hole  Woods,  the  family  burial  ground  for 
nearly  a  century,  the  five  surviving  part- 
ners were  due  to  hold  a  meeting  to  dis- 
cuss the  nomination  of  a  new  president, 
and  the  future  of  the  company.  But  Al- 
fred I.,  Eugene's  cousin,  did  not  bother  to 
attend.  His  deafness  had  grown  so  seri- 
ous that  he  could  not  always  hear  what 
was  being  said;  and  in  any  case,  he  was 
alienated  from  his  fellow  partners,  who 
strongly  disapproved  of  his  notorious  af- 
fair with  Alicia  Bradford,  an  attractive 
cousin,  and  his  treatment  of  his  wife.  He 
knew  they  would  outvote  him  on  the 
presidency  question  and  were  not  likely 
to  listen  to  his  advice.  He  had  a  fatalistic 


feeling  that  whether  he  was  there  or  not,  they  would  choose 
the  wrong  man. 

By  length  of  service,  the  logical  successor  to  Eugene  was  his 
brother  Francis  Gurney  du  Pont,  and  though  no  one  admired 
his  capabilities  or  believed  he  had  the  qualifications  for  the  job, 
the  other  four  partners  were  resigned  to  the 
prospect  of  voting  him  in.  But  Frank  surprised 
them  by  saying,  the  moment  the  partner- 
ship meeting  was  convened,  that  he 
"emphatically  refused"  to  accept  the 
presidency.  His  family  knew  what  his 
partners  did  not:  that  he  was  a  sick  man. 

The  next  logical  contender  was  Colo- 
nel Henry  Algernon  du  Pont,  son  of  Boss 
Henry,  but  he  too  demurred.  He  was 
now,  at  63,  doggedly  trying  to  win  him- 
self a  seat  in  the  Senate  or  the  Congress, 
and  though  he  was  having  a  frustrating 
time,  he  was  not  ready  to  give  in  yet. 
Moreover,  as  P.S.  du  Pont  wrote  later,  he 
"was  inclined  to  unload  business  cares 
and  was  quite  unwilling  to  take  on  new 
responsibilities."  And  he  had  had  no 
practical  experience.  His  refusal  of  the 
presidency  was  received  with  relief. 

But  who  else  was  there?  The  other  two 
partners  were  Charles  du  Pont  and  the 
third  brother  of  Eugene  and  Frank,  Alexis 
I.  du  Pont.  Charles  was  already  a  dying 
man  and  did  not  live  out  the  year.  Alexis, 
who  had  confined  his  career  at  Du  Pont 
to  representative  and  advisory  duties, 
knew  nothing  about  powdermaking,  and 
he  too  was  in  poor  health.  (He  died  with- 
in a  month  of  his  brother  Frank,  in  1904.) 

That  left  the  fifth  partner,  Alfred  I.  du 
Pont,  as  the  only  contender,  and  since  he 
had  not  bothered  to  attend  the  meeting, 
they  could  discuss  his  qualifications  (and 
his  character)  freely.  Alfred  I.,  a  great- 
grandson  of  the  founder,  Eleuthere 
Ire'ne'e,  had  already  proved  he  knew  more 
about  powdermaking  than  the  rest  of 
them  put  together,  but  in  the  eyes  of  his 
fellow  partners  that  did  not  outweigh  the 
disadvantages  of  his  character.  Frank 
Gurney  du  Pont,  as  a  report  later  put  it, 
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The  du  Pouts  of  Delaware 


The  line  from  the  founder,  Pierre  Samuel,  to  the  three  cousins  who  saved  the  company  a  century  later. 


m  =  married 
d  =divorced 


Victor  Marie  du  Pont  (p ) 

m.  Gabrielle  Josephine  de  la  Fite  de  Pelleport 


Admiral  Samuel  Francis 
m  Sophie  M  du  Pont 
Amelia  E.  


m  William  H  Clifford 
Julia  S.  m.  Irving  Shubrick 
Charles  I.  (p.  Dem  )  m  Dorcas 
Montgomery  Van  Dvke,  daughter  of  U  S 
Senator  Nicholas  Van  Dyke 

2  m  Anne  Ridgely,  daughter  of  State 
Senator  Henry  M  Ridgely 


Henry  F.  m.  Ruth  Wales 

Gabrielle  Josephine 
m  William  Breck,  brother  of  Charles 


-Pierre  Samuel  du  Pont  de  Nemours  • 
m.  Marie  Louise  Le  Dee  de  Renecourt 


Henry  Algernon  (p. -U.S.  Senate) 
m,  Mary  Pauline  Foster 
Evelina 
Ellen  Eugenia 
Louisa  Gerhard 
Sara 
Victorine  E. 
Sophine  M. 
Mary  Constance 
William  (c  )  (Delaware  Trust) 
m.  Mary  Lammot  du  Pont  (d.) 

2m.  Annie  Zinn 


William  Jr.  m.  Jean  Austin 
2m.  Margaret  Osborne 


Amelia  Elizabeth  m  Eugene  du  Pont 
•  Charles  I  du  Pont  Jr 

m  Mary  Sophie  du  Pont 
-Victor  (p.) 

m  Alice  Hounsfield 

Amelia  Josephine 

Nicholas  Van  Dyke 

Mary  Van  Dyke 

Henry  Ridgely 


1 


Rene'e  de  Pelleport 
m.  Leroy  Harvey 

Ethel  m  Hamilton  M  Barksdale  (c.) 
Victor 

May  Lammot  m.  William  (d.) 

2m.  Willard  Saulsbury  (p.) 
Alice  m.  T  Coleman  du  Pont 
Charles  I  du  Pont 


Sophie 

Greta 

S.F 

Charles  I  HI 


Frances  m  Bishop  Leighton  Coleman 

 Eugene  (c) 

 Alexis  I.  m.  Margaretta  du  Pont 

Gilprln  (1843-68) 
2m.  Elizabeth  Bradford,  half  sister 
of  Judge  EG  Bradford 
Eleuthera  m.  Judge  E.G.  Bradford 
Francis  Gurney  m  Elise  Simmon 


J 


Archibald 
E.  Paul 
m.  Mary  C.  Lewis 
2m  Jean  Kane  Foulke 

Ernest 
m.  Anne  Thompson 
Alexis  Felix  m.  Mary  Chichester 
2m.  Ann  Marvel 
R.  Jacques  T. 
Francis  I.  m  Marianna  Rhett 
Irene  Sophie  m.  Ire'ne'e  du  Pont 


Alicia  Heyward  Bradford 
m.  George  A.  Maddox 
2m  A I  du  Pont 
Edward  Bradford  (p.) 
Eleuthera  du  Pont  Bradford 
m  H.B  du  Pont 
Joanna  Bradford  m  Henry  T  Bush 


Elizabeth  Bradford  du  Pont 
m  Thomas  F  Bayard  Jr.  (p.) 

Philip  F 
m  Elizabeth  Horner 
Eugene  E. 
Irene  m.  Edward  Dunmick 
Joanna  m  Edward  Dunmick 
(3  yrs  after  Irene's  death) 


Julia  Sophie  m  Andrews 
Amy  Eugenia 
Eugene  Jr.  m  Ethel  Pyle 
Mary  Van  Dyke 
Alexis  I. 

Anne  R  m  William  C  Peyton 


ittvnv  executive 


Eleuthere  Ire'ne'e  du  Pont  (c,  p.) 
m  Sophie  Madeleine  Dalmas 

I 

Victorine  Elizabeth  m  Ferdinand 
Bauduy,  son  of  Pierre  Bauduy 
Evelina 

m  Jacques  Antoine  Bldermann  (c) 
Alfred  Victor  (c.)  ■ 
m.  Margaretta  La  Motte 
Sophie  Marie  m  Adm  Samuel  F 
( "Father  of  Annapolis ') 
Eleuthera  m.  Thomas  McKie  Smith 
Henry  (c.)  m.  Louisa  Gerhard 
 Alexis  I.  (c  )  m  Joanna  Smith 


Eleuthere  Ire'ne'e  II  • 
m.  Charlotte  Henderson 
Lammot  du  Pont, 
m  Mary  Belin 
Alfred  Victor  (First  National  Bank 
of  Louisville,  Ky.) 
Antoine  Bidermann  du  Pont— -i 
m  Ellen  Coleman 
Mary  Sophie  m  Charles  I.  Jr. 


T.  Coleman  (c,  p.)  m.  Alice  du  Pont 
Zara 

Pauline  m  Henry  F  Baldwin 
Dora  m.  Henry  Rodney  Phillips 
Antoine  B.  Jr.  m  Mary  Ethel  Clark 
Evan  Morgan 
m.  Helen  Augusta  Quinn 
Margaret 

m.  Michael  Coleman  (no  relation) 


Mary 

m.  William  Winder  Laird 
Louisa  de  Andelot 
m.  Charles  Copeland 
Pierre  S.  m.  Alice  Belin 
Henry  Belin 
m  Eleuthera  du  Pont  Bradford 
William  K.  m.  Ethel  Hallock 
Ire'ne'e  (p.,  c )  m  Irene  S. 
Lammot  (p.,  c.)  m  Natalie  Wilson 
2  m  Bertha  Taylor 
3m.  Caroline  Hynson 
4m.  Margaret  Flett 
Margaretta  L. 
m.-R.R.M  Carpenter,  brother  of 
Walter  S  Carpenter,  Jr 
Isabella  m  Hugh  Rodney  Sharp 


Marguerite  m  Cazenove  G  Lee 
Alfred  I.  m.  Bessie  Gardner  (d.) 

2m.  Alicia  Bradford 
3m.  Jessie  Ball 
Maurice  m  Margery  May  Fitzgerald 
Louis  (suicide  over  Bessie's  marriage 
to  Alfred) 
Anna  m  Absalom  Waller 
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ad  formed  an  exceedingly  low  esti- 
ite  of  Alfred  Ire'ne'e's  good  judgment 
d  business  ability,  which  he  did  not 
sitate  to  express."  The  Colonel  then 
•ared  his  throat  and  declared  that  al- 
jugh  he  was  "disposed  to  be  more  le- 
:nt,"  he  did  not  think  Alfred  I.  would 
ipire  confidence  among  other  mem- 
rs  of  the  family,  let  alone  in  the  busi- 
ss  community  beyond, 
rhe  others  looked  to  Alexis,  the  third 
nor  partner.  Alexis  would  rather  not 
ve  expressed  an  opinion  but  was  well 
are  of  what  his  domineering  wife, 
zabeth,  would  say  if  he  did  not  block 
fred  I.'s  progress.  Elizabeth  Bradford  du 
nt,  a  half  sister  of  Judge  E.G.  Bradford, 
)illar  of  unbending  rectitude  in  Wil- 
ngton  society,  fully  shared  the  judge's 
gust  over  Alfred  I.'s  scandalous  behav- 

with  his  outcast  daughter,  Alicia. 
;xis  therefore  made  his  opposition 
id  and  clear.  In  the  circumstances, 
arles  du  Pont,  Alfred  I.'s  only  friend  at 
:  meeting,  wisely  kept  his  mouth  shut. 
Jut  with  the  last  remaining  candidate 
minated,  what  were  they  to  do?  Wea- 
f,  after  hours  of  fruitless  discussion, 
:  four  partners  reached  what  seemed 
them  the  only  possible  solution.  They 
uld  sell  the  Du  Pont  company.  They 
uld  offer  it  lock,  stock  and  powder  keg 
their  biggest  and  most  respected  rival, 
•  Laflin  &  Rand  Powder  Co.  For  de- 
les the  two  companies  had  dominated 
:  explosives  business  through  the  Pow- 
'  Trust,  in  the  formation  of  which  the 

Ponts,  especially  Boss  Henry,  had 
yed  a  major  role.  Laflin  &  Rand's 
sident,  J.  Amory  Haskell,  was  an  old 

Pont  hand  who  had  until  recently 
;n  head  of  the  Repauno  Mineral  Co., 
ich  Lammot  du  Pont  had  started,  and 
:y  all  admired  his  ability.  He  would 
tainly  do  no  harm  to  Du  Pont's  repu- 
ion  or  assets. 

rhen  began  discussion  about  who 
mid  run  the  company  temporarily 
lie  the  sale  was  being  arranged.  They 
:ntually  agreed  on  the  choice  of  a  rela- 
e  by  marriage,  Hamilton  M.  Barksdale 
5  wife  was  Charles  du  Pont's  sister). 

knew  the  powder  business  and  had 
:e  headed  the  Repauno  Mineral  Co. 
t  when  Barksdale  was  approached,  he 
dined.  He  thought  someone  with  the 

Pont  name  should  see  the  company 
ough  to  its  sale.  But  by  now  Alfred  I. 
1  dragged  himself  away  from  his  pre- 
:upation  with  Alicia  and  his  hearing 
ubles  and  had  discovered  what  had 
:n  going  on  in  his  absence. 
}n  Friday,  Feb.  14,  1902,  a  meeting  of 
!  stockholders  of  the  company  was 
led  (as  a  subsequent  company  report 
:  it)  "for  the  purpose  of  taking  action 
the  proposed  disposal  of  their  proper- 
At  this  meeting  a  resolution  was  of- 
sd  authorizing  a  sale  to  the  Laflin  & 
nd  Powder  Co.  and  appointing  H.M. 
ksdale  as  agent  to  negotiate." 


Alfred  I.  made  sure  he  did  not  miss 
that  meeting.  He  came  straight  from  the 
yards,  still  dressed  in  his  coveralls,  hands 
and  face  streaked  with  gunpowder.  He 
took  no  part  in  the  general  discussion 
until  the  formal  resolution  was  proposed. 
Then  he  rose  and  put  forward  an  amend- 
ment   specifying    that    the  company 
should  be  sold  to  the  highest  bidder. 
When  this  was  carried,  and  the  meeting 
seemed  to  be  over,  Alfred  I.  spoke  again. 
"I  will  buy  the  business,"  he  said. 
The  other  partners  looked  at  him  in 
astonishment.  The  first  to  speak  was 
Frank  Gurney  du  Pont.  It  was,  he  said 
crisply,  simply  not  possible. 
"Why  not?"  Alfred  I.  asked. 
Despite  his  outward  calmness,  he  was 
considerably  worked  up  by  the  cool  way 
in  which  the  other  men  around  the  table 
were  proposing  to  sell  out — just  like 
that — a  company  that  the  du  Ponts  had 
spent  a  century  to  build  up  to  its  present 
eminence,  spilling  blood  and  sweat  in 
the  process.  As  he  explained  to  his  cous- 
ins later,  it  was  an  intolerable  situation: 
I  pointed  out  (to  Frank]  that  the 
business  was  mine  by  all  rights  of 
heritage,  it  was  my  birthright.  I  told 
him  I  would  pay  as  much  as  any- 
body else,  and  furthermore,  I  pro- 
posed to  have  it.  I  told  him  I  would 
require  a  week  to  perfect  the  neces- 
sary arrangements  looking  toward 
the  purchase  of  the  business,  and 
asked  for  that  much  time. 
The  partners  were  struck  dumb  by  this 
outburst,  and  no  one  spoke  as  Alfred  I. 
shoved  back  his  chair  and  prepared  to 
leave.  Then  Colonel  Henry  rose. 

"Gentlemen,"  he  said,  "I  think  I  un- 
derstand Alfred's  sentiment  in  desiring 
to  purchase  the  business,  and  I  wish  to 
say  that  it  has  my  hearty  approval,  and  I 
shall  insist  he  be  given  the  first  opportu- 
nity to  acquire  the  property." 

With  that  voice  in  support  of  Alfred  I., 
even  Frank  Gurney  du  Pont  could  not 
object.  It  was  agreed  that  the  junior  part- 
ner be  given  a  chance  to  produce. 

Meanwhile  the  Colonel  had  followed 
Alfred  I.  out  of  the  room  and,  grabbing 
him  by  the  shoulder,  said  (and  the  stilted 
words  are  his  version),  "I  assume,  of 
course,  although  you  said  nothing  about 
it,  that  Thomas  Coleman  and  Pierre  are, 
or  will  be,  associated  with  you  in  the 
proposed  purchase?" 

Alfred  I.'s  reply,  as  the  Colonel  later 
remembered  it,  was  "Yes,  although  as  a 
matter  of  fact  I  have  not  heard  from 
Pierre  as  yet." 

The  Colonel  nodded.  "With  the  under- 
standing that  Coleman  and  Pierre  are 
associated  with  you  in  the  proposition,  I 
assent  to  it  most  cordially  and  will  do 
everything  in  my  power  to  bring  it 
about." 

Pausing  only  to  express  his  thanks, 
Alfred  I.  rushed  out  and  leaped  into  his 
automobile.  In  a  noxious  cloud  of  blue 


smoke  and  backfires  he  sped  downtown 
to  Delaware  Avenue,  where  Coleman 
and  Elsie  du  Pont  lived.  He  came  right 
out  with  the  proposition.  Would  Cole- 
man now  join  him  and  help  buy  out  the 
other  partners? 

It  so  happened  that  Coleman  du  Pont 
was  going  through  a  sticky  financial  peri- 
od in  the  early  part  of  1902.  He  was 
rumored  to  have  recently  lost  something 


Despite  his  outward  calmness, 
he  [Alfred  I.  du  Pont]  was  con- 
siderably worked  up  by  the 
cool  way  the  other  men  around 
the  table  were  proposing  to  sell 
out— just  like  that — a  company 
that  the  du  Ponts  had  spent  a 
century  to  build  up. 


like  half  a  million  dollars  on  the  stock 
market,  and  he  might  very  well  have 
been  about  to  lose  more.  But  when 
strapped  for  money,  Coleman  usually 
was  at  his  strongest  and  put  his  boldest 
front  toward  the  world.  He  wore  a  self- 
confident  mask  for  Alfred  I.  now.  He  too 
believed  that  his  cousin,  though  a  first- 
class  powderman,  was  a  bad  organizer 
and  an  unstable  character.  It  would  never 
do  to  have  him  as  president  of  Du  Pont. 

So  Coleman  made  two  conditions  for 
his  own  participation.  First,  he  must  be 
given  an  absolutely  free  hand  in  organiz- 
ing and  managing  the  new  company,  and 
that  meant  he  must  be  given  the  largest 
block  of  stock  in  the  company.  Second, 
their  cousin  PS.  du  Pont  must  join  them 
in  the  new  venture,  since  PS.  had  long 
since  proved — as  guardian  of  his  brothers 
and  sisters  and  as  director  of  the  Johnson 
Co.,  a  conglomerate  of  steel  and  streetcar 
companies  that  others  in  the  du  Pont 
family  had  acquired — that  he  knew  his 
way  around  the  business  world  and  was, 
in  fact,  as  good  a  manager  as  Coleman 
himself. 

Alfred  I.  did  not  hesitate.  He  put  out 
his  hand,  and  they  shook  on  it. 

It  was  then  that  Coleman  du  Pont 
went  to  the  telephone  instrument  in  the 
hall  and  put  through  a  long-distance  call 
to  PS.  in  Lorain,  Ohio,  where  the  John- 
son Co.  was  headquartered.  When  the 
connection  was  made,  he  told  PS.  he  had 
agreed  with  Alfred  I.  "to  accept  the  re- 
sponsibility of  the  presidency  of  the  reor- 
ganization of  E.I.  du  Pont  de  Nemours  & 
Co.,"  on  the  condition  that  PS.  agreed  to 
oversee  the  financial  part  of  the  business. 
Would  he  do  it? 
PS.  du  Pont  wrote  later: 

This  was  the  most  important 
and  far-reaching  decision  of  my 
life.  No  position,  no  salary  or  inter- 
est in  the  business  was  offered  but 
the  three-minute  allowance  of  a 
telephone  conversation  was  quite 
long  enough  to  receive  the  account 
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of  the  proposition  placed  before 
me,  to  make  up  my  mind  and  give 
my  reply  in  one  word:  Yes. 
He  knew  his  two  cousins  were  equally 
enthusiastic  about  the  adventure  now 
facing  them: 

My  commitment  to  join  the  en- 
terprise, though  made  over  the 
telephone  only,  bound  me,  by  ties 
much  stronger  than  a  written  con- 
tract, to  stand  by  the  old  company 
through  thick  and  thin.  Coleman 
had  the  same  determination  and, 
though  only  recently  a  citizen  of 
Delaware  and  without  close  family 
ties,  felt  a  commitment  stronger 
than  one  to  be  broken  by  any  unex- 
pected development. 
P.S.  was  convinced  that  Alfred  I.  "was 
equally  enthusiastic,"  but,  he  added  with 
a  hint  of  the  superiority  that  eventually 
goaded  a  cousinly  quarrel,  "as  the  ques- 
tion of  administrative  and  financial  lead- 
ership was  paramount,  perhaps  [Alfred 
I.'s]  responsibility  seemed  the  least  im- 
portant of  the  three." 

Now  all  the  three  cousins  had  to  do 
was  find  the  money  to  make  good  Alfred 
I.'s  offer.  The  old  regime  had  put  a  price 
of  $12  million  on  the  Du  Pont  assets,  and 
the  cousins  had  a  week  to  find  that  sum. 
In  available  cash  and  credits  they  had 
less  than  $1  million  among  them. 

It  was,  of  course,  the  bargain  of  the 
century. 

The  three  cousins  may  not  have  had 
the  $12  million  in  ready  cash,  but  there 
was  no  doubt,  as  they  quickly  discov- 
ered, that  the  Du  Pont  assets  were  worth 
at  least  double  and  possibly  triple  that 
amount.  While  P.S.  was  arranging  for  a 
successor  in  Lorain  (he  put  his  brothers 
William  and  Ire'ne'e  in  charge  for  the  time 
being)  and  getting  ready  to  come  East, 
Alfred  I.  sneaked  into  the  main  office  at 
the  powder  yards  and  started  hauling  out 
the  ledgers  in  which  Du  Pont's  holdings 
were  listed.  As  a  junior  partner,  he  had 
never  been  allowed  to  peruse  them,  and 
from  their  condition,  coated  with  dust, 
pages  stuck  together  and  yellow  with 
powder,  it  appeared  that  none  of  the  se- 
nior partners  had  examined  them  for 
some  years  either.  He  was  astounded  at 
what  he  found. 

Not  only  did  Du  Pont  own  the 
Brandywine  yards  (in  Delaware)  and  Car- 
ney's Point,  but  the  company  also  had 
thriving  mills  in  Pennsylvania,  Iowa  and 
Tennessee.  It  still  had  the  majority  block 
of  shares  that  Lammot  du  Pont  had 
bought  in  the  California  Powder  Co.  It 
was  the  sole  owner  of  the  Hazard  Powder 
Co.  And  it  had  considerable  holdings  in 
several  other  dynamite  companies  and 
explosives  concerns.  Alfred  I.,  who  had 
been  drawing  10%  of  the  profits  over  the 
past  few  years,  knew  that  the  enterprise 
as  a  whole  had  never  failed  to  do  well,  in 
spite  of  old-fashioned  management  and 


the  failure  of  certain  elements  in  the 
structure.  He  now  realized  he  and  his 
cousins  had  the  chance  to  buy  up  a  gold 
mine,.  He  computed  the  assets  conserva- 
tively at  $24  million,  and  they  were  al- 
most certainly  worth  much  more.  The  old 
partners  simply  had  no  idea  of  what  rich 
resources  they  possessed,  and  of  what 
fabulous  potentialities  they  were  divest- 
ing themselves.  But  how  to  pay  for  it? 

The  cousins  huddled  in  discussion. 
Where  were  they  going  to  find  the  mon- 
ey? Then  Coleman  du  Pont  said: 

"We  will  not  need  money."  And  then, 
as  they  looked  at  him  in  astonishment, 
he  said:  "Leave  it  to  me." 

Thomas  Coleman  du  Pont  was  a  born 
promoter,  a  born  seducer.  Tall,  with  a  du 
Pont  nose  of  impressive  proportions,  a 
friendly  smile,  and  an  air  of  enormous 
self-confidence,  he  had  charm  that,  as 
one  less  successful  du  Pont  ruefully  said, 
"could  charm  birds  off  trees,  blood  out  of 
stone,  gold  bars  out  of  bank  vaults,  and 
girls  out  of  their  dresses."  He  exuded 
capability  and  trustworthiness. 

He  went  before  a  meeting  of  the  old 


He  [Coleman  du  Pont]  had  a 
much  better  idea.  Instead  of 
$12  million  in  cash,  he  would, 
give  them  a  25%  interest  in 
the  new  company  the  three 
cousins  would  form,  and  pay 
them  4%  interest  on  $12  mil- 
lion over  the  next  30  years. 


partners,  and  those  tired  and  defeated 
men  were  like  putty  in  his  hands.  He  had 
to  tell  them,  Coleman  said,  that  he  and 
his  two  cousins  did  not  have  the  $12 
million  they  were  asking  for  the  assets  of 
Du  Pont.  But  did  they  really  want  $12 
million  in  cash,  anyway?  Think  of  what 
an  embarrassment  it  would  be  to  them. 
Think  of  all  the  trouble  they  would  have 
reinvesting  it  in  something  safe. 

He  had  a  much  better  idea.  Instead  of 
$12  million  in  cash,  he  would  give  them 
a  25%  interest  in  the  new  company  that 
the  three  cousins  would  be  forming,  and 
would  pay  them  4%  interest  on  $12  mil- 
lion over  the  next  30  years — minus,  of 
course,  any  interest  they  received  from 
the  profits  of  the  new  company. 

Alfred  I.  du  Pont  was  astonished  as  he 
listened  to  Coleman  talking.  He  was  well 
aware  that  if  he  had  made  the  proposi- 
tion, the  other  partners  would  angrily 
have  told  him  he  was  trying  to  acquire 
the  company  for  nothing — which  was 
true — and  would  undoubtedly  have 
turned  him  down.  But  with  a  surprising- 
ly scant  expression  of  doubt,  the  proposi- 
tion advanced  by  Coleman  was  accepted. 
The  whole  transaction,  P.S.  wrote  later, 
"was  one  of  mutual  faith  and  intent  to 
win  success  in  the  future." 

But  it  was  much  more  than  that.  It  was 


high-powered  salesmanship  on  the  ps 
of  Coleman  du  Pont,  and  no  one  el 
could  have  got  away  with  it.  The  thr| 
young  men  had  taken  over  the  bigge) 
powdermakers  in  the  U.S.,  and  probab 
in  the  world.  And  except  for  $2,100 
incorporation  payments,  it  had  not  ca 
them  a  cent. 

P.S.  wrote  to  his  brother  Ire'ne'e  to  tJ 
him  what  had  been  happening,  for  un 
now  he  had  kept  even  members  of  h 
family  ignorant  of  these  maneuvers: 
This  [the  purchase]  will  doubt- 
less come  as  a  great  surprise  to  you. 
Nevertheless  it  seems  to  be  a  "go." 
I  think  there  is  going  to  be  some 
tall  hustling  to  get  everything  reor-  j 
ganized.  We  have  not  the  slightest 
idea  of  what  we  are  buying,  but  in 
that  we  are  probably  not  at  a  disad- 
vantage  as  I  think  the  [members  of 
the]  old  Company  have  a  very  slim 
idea  of  the  [value  of  the]  property 
they  possess. 

The  meeting  at  which  Alfred  I.  h; 
made  his  intervention  took  place  on  Fe 
14,  1902.  Exactly  15  days  later  P.S.  c 
Pont  went  down  to  the  Brandywine  wi 
the  idea  of  easing  himself  into  the  worl 
ings  of  the  company  while  the  Old  Guai 
was  still  in  situ.  But  he  had  a  shock  wai 
ing  for  him.  As  he  wrote  later: 

Francis  G.  du  Pont  .  .  .  came  to 
the  room  set  aside  for  me  and] 
handed  me  a  number  of  papers — J 
morning  mail  and  other  matters 
requiring  immediate  attention.  He 
shook  hands  and  with  hearty  good 
wishes  departed,  leaving  the  entire 
management  of  the  company  to 
the  prospective  owners. 
The  cousins  were  on  their  own. 

They  had  certainly  taken  possession 
a  viable  enterprise.  Upon  examining  tl 
books  further,  they  found  they  had  ! 
million  in  cash  in  the  banks;  $3  millic 
in  standard  securities  listed  on  the  Ne 
York  Stock  Exchange;  patents,  goodwi 
and  other  assets  worth  several  millio) 
plants  conservatively  valued  at  $10  mi 
lion;  and  interests  in  other  companies. 

They  formally  bought  the  assets  of  tl 
old  company  for  $2,100,  or  $700  eac| 
and  formed  a  new  company  called  E.I.  d 
Pont  de  Nemours  and  Co.  (1902),  whicl 
they  declared,  had  a  value  of  $24  millioi 
of  which  $12  million  would  be  issued  i 
4%  notes  and  120,000  shares  with  a  va 
ue  of  $100  each  ($12  million  in  all),  i 
the  notes  plus  33,600  shares  of  stoc 
(worth  $3.4  million)  went  to  the  old  par 
ners  and  stockholders  and  to  the  estat 
of  the  late  Eugene  du  Pont.  The  rest  ( 
the  shares  (86,400,  worth  $8.6  millioi 
the  three  cousins  split  among  then 
selves  as  "promoters'  profits." 

As  the  man  who  had  pulled  off  the  de; 
and  who  would  henceforth  head  the  ne] 
company,  Coleman  reaped  43,200  sha'e 
and  was  named  president.  P.S.  got  21,60 
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You're  probably  going 
to  pay  too  much  in 
personal  income  taxes 
this  year. 


You  are,  if  you're  the  kind  of  totally 
ivolved  executive  we  think  you  are. 

With  everything  else  on  your  mind,  there's 
i  good  chance  you  may  fail  to  take  some 
)erfectly  appropriate  steps  to  minimize 
rour  taxes. 

Which  makes  it  all  the  more  important 
nat  you  get  the  advice  and  counsel  of  the 
)rofessionals  at  Deloitte  Haskins  &  Sells. 

To  start  with,  we'll  systematically  review 
rour  current  financial  picture  and  your 
eturns  for  previous  years.  (Who  knows? 
Ve  may  very  well  find  refunds  you've 
)verlooked.] 
Then  we'll  go  further,  and  help  you  devise 
nancial  strategies  to  meet  your  long-term 
)usiness  and  family  needs. 

Your  needs  for  trust  arrange- 
ments, perhaps.  Or  the 
sale  of  a  family 
business. 


Or  exercising  some  stock  options. 
And  so  on. 

At  Deloitte  Haskins  &  Sells  we  think 
income  tax  and  estate  planning  is  a  very 
personal  matter. 

When  we  say  we  don't  stop  at  the  bottom 
line  in  serving  clients,  we  include  thousands 
of  businessmen  and  professionals  among 
them. 

They're  individuals  who  look  to  us  for 
planning  for  the  years  to  come— just  as 
much  as  for  our  help  in  filing  this  year's 
return. 

Of  course,  not  everybody  requires  our 
kind  of  help.  But  if  you  do,  perhaps  we 
should  talk. 

The  sooner,  the  better. 

Call  our  local  office. 
Or  write:  1114  Avenue  Ooiflittll 
of  the  Americas,  Ul  101 UG 

New  York,  New 
York  10036. 


Haskins  Sells 

Beyond  the  bottom  line" 


for 


J040 


vs. 


•nt 


income 


New  diet  for  insurance 

executives! 

Eating  crow  is  not  our  favorite  gastronomic  experience. 

But  weVe  recently  discovered  that  hearing  you  out,  even  on 
very  unpleasant  matters,  can  be  healthy  for  both  of  us. 

Last  year,  for  example,  iEtna  sat  down  with  the  National 
People's  Action  coalition  to  digest  complaints  about  the  way  property 


insurance  is  sold — and  not  sold — in  inner-city  neighborhoods. 

That  dialogue  produced  results  you  should  appreciate!  Just  as 
other  consumer  contacts  have  encouraged  changes  like  our  Privacy 
Protection  hotline.  And  the  new,  lower-cost  /Economaster  life 
insurance.2 

Our  91,000  discussions  last  year  with  often  less-than-chummy 
consumers  indicate,  however,  that  there  are  still  answers  we  haven't 
found. 

A  lot  of  you  aren't  happy  about  who  pays  what  for  auto  insur- 
ance. So  we're  taking  another  look  at  how  rates  are  figured  by  age, 
sex,  and  marital  status.3 

And  absolutely  none  of  you  out  there  is  happy  about  steadily- 
rising  health  care  costs.  Which  is  why  we're  taking  a  hard  look  at  the 
entire  health  care  system,  including  health  policies  themselves.4 

The  point  is  simple:  //  we're  going  to  offer  the  kind  of  insurance 
you  need  and  want  today  we  have  to  listen— and  not  just  to  what 
we  like  to  hear.5 

Mna  may  not  agree  with  your  every  gripe.  If  not,  we'll  tell 
you  so.  But  we  promise  you'll  get  action,  not  words,  when  we  do. 

£tna 

wants  insurance  to  be  affordable 


1  Talks  with  the  NPA— a  con- 
iumer  coalition  of  over  100  inner- 
:ity  neighborhood  groups  —  led  to 
\  three-fold  test  program  now 
jnderway  in  sections  of  Chicago, 
Cleveland,  New  York,  and  Phila- 
ielphia.  We're  encouraging  agents 
hereto  help  us  write  more  home- 
>wner's  insurance.  In  two  of  these 
:ities,  we're  offering  a  new  "Home 
lvalue  Policy"  that  makes  inner- 
:ity  insurance  affordable.  And 
we've  put  up  a  $225,000  grant 
o  help  reclaim  rundown  areas, 
Dacked  by  a  commitment  of  up  to 
515  million  in  higher-risk  urban 
development  loans. 


2  The  hotline  is  just  the  most 
recent  expression  of  our  long- 
standing concern.  If  you  want  to 
know  what  information  we  have 
about  you  on  file,  just  ask.  If  you 
tell  us  something's  wrong,  we'll 
reinvestigate  and  respond.  As  to 
/Economaster,  it  not  only  offers 
lower  premiums  to  start  with,  it 
can  lower  them  even  further 
when  interest  rates  go  up  — a 
hedge  against  inflation. 

3  Our  studies  so  far  show  that 
about  half  of  you  think  the  tradi- 
tional rating  criteria  are  unfair. 
When  told  that  new  criteria  could 
mean  more  money  out  of  your 


pocket,  however,  only  about  a 
third  still  thought  change  was  a 
good  idea.  In  the  real  world,  deci- 
sions often  involve  some  tradeoff 
between  costs  and  benefits.  What 
we  have  here  are  two  problems 
to  solve  at  once. 

4  ^tna  recognizes  we've 
helped  fuel  rising  costs  by  selling 
■health  insurance  that  doesn't  al- 
ways give  the  consumer  a  reason 
to  be  concerned  about  them.  De- 
ductibles and  co-insurance  while 
effective  aren't  always  popular. 
Unfortunately  we  too  often  give 
the  customer  what  he  wants  with- 
out looking  at  the  tradeoffs.  We 


also  haven't  done  enough  to  edu- 
cate people  to  take  better  care  of 
themselves  or  know  when  they're 
sick.  Prevention  is  still  cheaper 
than  treatment. 

5  It's  now  company  policy  to 
invite  representatives  from  groups 
like  the  National  Consumers' 
League  up  to  Hartford.  And 
/Etna  now  has  21  of  its  own  con- 
sumer representatives  who  re- 
spond to  your  questions,  sugges- 
tions, and  complaints  — somewhat 
unusual  for  an  industry  that's 
spent  the  last  hundred  years 
mostly  listening  to  itself. 


Etna  Life  &  Casualty, 
51  Farmington  Avenue, 
-lartford.CT  06156 


LIFE  &  CASUALTY 


Executives/Professionals 

BORROW  up  >o 


$ 


25,000 


by  Mail 


If  you  need  money  .  .  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  ...  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800  525  1344  or  mail  coupon. 


W.  L.  Martin 

Dept.  1080 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver,  CO  80239 


V*  Write  to:  ^ 

W.  L  Martin 

mr  Dept.  1080  «|| 

■f       14201  E.  4th  Ave.,  P.O.  Box  39F  W 

■ Denver,  CO  80239  m 
Sendcompiete  information  and  a  loan  application 
M     Name   .   H 


Address- 
City_ 


State- 


Zip 


affiliate  at  The  St  Paul  Companies,  Inc 


818 


BPOGK 


PROFESSIONAL 
PETROLEUM 

EXPLORATION 


NEW  ORLE 


IS,  LA 

MAIN  OFFICE 
231  CARONDELET  ST./5TH  FLOOR 
NEW  ORLEANS.  LOUISIANA  70130 


SOMA  CITY,  OK 


shares  and  was  named  treasurer.  Alfred  I. 
received  21,600  plus  3,000  shares  (this 
last  being  his  allotment  of  the  purchase 
price  as  an  old  partner),  making  24,600 
shares  in  all.  He  also  received  $1.2  mil- 
lion in  4%  notes  as  his  share,  of  the 
purchase  price.  He  was  named  vice  presi- 
dent and  general  manager. 

For  Alfred.  I.  the  position  was  the  ful- 
fillment of  a  dream.  All  his  life,  ever 
since  he  had  wandered  around  the 
Brandywine  yards  as  a  boy,  he  had  hoped 
one  day  to  be  master  of  them.  He  loved 
the  smell  of  powder.  He  enjoyed  the 
comradeship  he  had  with  the  men  and 
the  risks  they  shared  in  the  mixing  sheds 
and  the  rolling  mills,  where  a  sudden 
spark  could  blow  them  all  to  blazes. 

He  was  very  well  aware  that  the 
Brandywine  mills  were  by  now  old-fash- 
ioned, their  machinery  obsolete,  their 
quarters  cramped  and  unnecessarily  haz- 
ardous, the  whole  operation  far  too  close 
to  the  living  quarters  where  whole  colo- 
nies of  men,  women  and  children — du 
Ponts  among  them — were  at  risk.  But  he 
would  not  have  it  otherwise.  He  was  a 
sentimental  character  who  had  a  quite 
romantic  idea  of  the  working  classes,  at 
least  so  far  as  the  Brandywine  labor  force 
was  concerned,  and  it  never  occurred  to 
him  that  they  might  not  love  the  muck 
and  sweat  of  the  yards  as  much  as  he  did. 
Had  they  not  broken  their  backs  togeth- 
er to  save  the  nation  during  the  Spanish- 
American  War?  He  boasted  that  he  con- 
sidered the  powdermen  part  of  his  "fam- 
ily." Had  anyone  asked  him  why,  then, 
he  did  not  treat  them  as  such,  with  the 
kinds  of  real  rewards  that  "families"  get 
for  "belonging,"  like  bonuses  and  profit- 
sharing,  he  would  probably  have  replied 
that  his  powdermen  were  not  interested 
in  money,  so  long  as  they  got  enough  to 
live  on.  All  they  expected  was  praise 
from  their  boss  and  recognition  of  their 
best  endeavors.  They  were  in  the  yards, 
he  would  have  added,  not  to  grub  for  an 
extra  nickel;  rather,  they  were  there  be- 
cause they  had  pride  in  their  skills,  a  zest 
for  challenging  danger  and  a  respect  for 
the  Du  Pont  tradition.  He  loved  his  pow- 
dermen as  brothers,  and  he  was  certain 
they  loved  him  back.  As  for  the 
Brandywine  yards,  he  could  not  imagine 
life  without  them,  without  his  faithful 
labor  force  working  there  beside  him. 

His  stupefaction  was  great,  therefore, 
when  Coleman  du  Pont,  having  made  his 
first  inspection  tour  of  the  mills,  turned 
to  Alfred  I.  and  said:  "This  place  is  out  of 
date.  Why  don't  we  close  it  down  and 
raze  the  whole  thing?" 

Aghast  at  the  temerity  of  this  outsider, 
Alfred  I.  did  not  stop  to  argue  but  raced 
for  the  Brandywine  offices,  where  he 
confronted  PS.  with  Coleman's  outra- 
geous suggestion.  He  must  be  mad.  Al- 
fred I.  had  been  a  fool  ever  to  allow  him 
to  become  president.  If  that  was  how 
Coleman's  mind  was  working,  the  new 


partnership  would  fail  from  the  start. 

PS.  was  too  keen  an  expert  on  a 
factors  not  to  know  that  Coleman  v 
probably  quite  right.  The  yards  were  q 
of  date.  But  this  was  not  the  time 
begin  a  quarrel.  He  went  down  to  t 
yards  to  buttonhole  Coleman  and  tj 
him  to  go  slowly.  So  instead  of  closj 
the  Brandywine,  they  agreed  upon 
modernization  plan.  New  machint 
was  installed.  New  sheds  were  built.  T 
water  mills  were  heightened  to  bring 
more  power.  Roads  were  regraded  a 
straightened.  An  internal  telephone  s 
tern  was  installed.  Meters  were  fitted 
all  the  workers'  houses — and  those  of  I 
du  Ponts,  too — to  encourage  people 
turn  off  the  lights  when  not  in  use,  th 
reducing  the  cost  of  electricity.  But 
the  same  time,  all  the  powderme: 
houses  were  fitted  at  last  with  baths  a 
toilets. 

As  general  manager,  Alfred  I.  now  h 
control  of  all  the  du  Pont  houses  on  ij 
estate  that  were  still  owned  by  the  co 
pany,  and  as  it  was  with  his  great-grar 
father,  his  grandfather  and  his  uncle 
fore  him,  it  was  now  in  his  power 
decide  who  among  the  du  Ponts  sho 


His  [Alfred  I.  du  PonVs]  stup 
faction  was  great  when  Col 
man  du  Pont,  having  made  h 
first  inspection  tour  of  tl 
mills,  turned  to  Alfred  I.  an 
said,  '*This  place  is  out  of  dat 
Why  dont  we  close  it  down  a 
raze  the  whole  thing?" 


live  where.  Some  of  the  family  had,  it 
true,  been  allowed  over  the  years  to  b 
their  houses.  He  himself,  for  instam 
had  been  able  to  purchase  Swamp  H 
and  some  adjoining  property,  59  acres 
it,  for  a  consideration  of  "$5  and  more 
But  some  of  the  best  and  biggf 
houses  remained  in  the  compan 
hands.  Among  them  was  the  most  pa 
tial  house  on  the  estate,  Louviers,  whi 
had  once  been  the  home  of  Admiral  Sai 
uel  Francis  and  Sophie  du  Pont.  But  : 
the  past  few  years  the  sitting  tenant  hi 
been  Belin  du  Pont,  PS.'  brother.  Alfn 
I.  was  anxious  to  get  him  out.  He  wantl 
Louviers  for  a  more  active  Du  Pont  a 
ployee,  one  George  Maddox,  who  w 
just  about  to  marry— though  not  new 
sarily  live  with — Alfred's  mistress,  Alic 
Bradford. 

The  three  cousins  differed  greatly  0 
only  in  temperament,  morals  and  em 
tional  makeup  but  also  in  their  ami 
tions  for  the  Du  Pont  company.  Alfred 
du  Pont  would  not  have  minded  worki 
with  black  powder  on  the  Brandywt 
for  the  rest  of  his  life,  so  long  as  t 
operation  turned  over  a  decent  profit  u 
left  him  time  for  his  experiments,  1 
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FIVE  BUSINESS  ANALYSTS 
MUDZE  OUR  BUSINESS. 

66 Barnett,  in  our  opinion,  is  still  the  premier 
Florida  bank  holding  company." 


Alex.  Brown  &  Sons 
January  1979 


Barnettis  the  best  positioned  Florida  bank  holding 
company  and  has  the  best  geographical  diversification 


in  tho  Qtnto  nv 

U  l  U  IC  OlLlLC>...  January  1979 


...Barnett  has  the  most  geographically  diverse 
and  extensive  network  of  the  Florida  bank  holding 
companies!' 


Shearson-Loeb  Rhoades 
March  1979 


The  appeal  of  this  company  extends  beyond  its 
structure  to  its  excellent  management  and  location  in 
one  ofthepremiergrowthstatesinthe  nation"  i 


BacheHalsey  Stuart  Shields 
Incorporated-May  1979 


"The  Company  has  the  most  thorough  market 
penetration  o  fany  Florida  bank  holding  company  with 
statewide  offices  servicing  markets  accounting  for  88% 
of  the  states  populations^ 


The  Robinson-Humphrev  Company  Inc. 
June  1979 


IF  YOU'RE  INTERESTED  IK  KNOWING  MORE  ABOUT  BARNETT  BANKS  OF  FLORIDA.  FOR  EITHER  YOUR  COMPANY  m 
OR  YOURSELF.  JUST  CONTACT  CHARLES  E,  RICE.  PRESIDENT,  BARNETT  BANKS  OF  FLORIDA,  INC  J00  LAURA  STREET, 
JACKSONVILLE,  FLORIDA  32202.  AND  FIND  OUT  WHY  WE'RE  THE  MOST  TALKED  ABOUTBANKS  IN  FLORIDA.  lii 

All  Barnett  Banks  are  members  of  FDIC 


music,  his  automobiles,  his  hunting  trips 
and  his  love  affair.  Coleman  du  Pont  was 
interested  in  the  Du  Pont  company  sole- 
ly as  his  means  of  making  a  fortune  large 
enough  to  take  him  away  from  the 
Brandywine  and  provide  him  with  a 
power  base  in  New  York.  Du  Pont  might 
have  made  soap,  or  sausages,  as  far  as  he 
was  concerned;  all  he  knew  about  explo- 
sives was  that  they  aggravated  the  condi- 
tion of  his  chronically  sore  throat. 

On  the  other  hand,  P.S.  du  Pont  was 
enlivened,  as  much  as  a  man  of  his  na- 
ture could  ever  be,  by  the  thought  that 
Cousin  Eugene's  death  had  delivered  the 
family  business  into  his  hands,  and  that 
he  was  responsible  for  its  destiny.  His 
pioneering  forebears  had  created  and 
fashioned  the  family  business  and  turned 
it  into  a  recognized  name  wherever  shots 
were  fired  in  sport  or  in  anger.  He  could 
feel  them  tugging  at  him  now  as  he  wres- 
tled with  the  ledgers  in  the  office,  whis- 
pering to  him:  We  have  made  our  family 
known  and  we  have  made  it  rich.  It  is 
now  up  to  you  to  make  it  great. 

How  could  that  be  achieved  in  any 
other  way  than  by  making  Du  Pont  the 
biggest  explosive  company  not  just  in 
the  U.S.  but  in  the  world?  It  must  be  a 
company,  moreover,  that  monopolized 
the  explosives  business  so  extensively 
that  in  the  future  no  one  would  be  able  to 
make  wars  or  blow  up  mountains  with- 
out coming  to  Du  Pont — and  paying  Du 


Pont  prices.  Once  upon  a  time,  thanks  to 
the  manipulations  of  old  Boss  Henry  and 
PS.'  father,  Lammot  du  Pont,  the  com- 
pany, through  Lammot's  membership  in 
the  Powder  Trust,  had  been  able  to  settle 
the  policies  of  its  rivals  and  split  up  the 
markets  among  the  members  of  the 
Trust.  But  lately,  owing  to  the  laxness  of 
the  partners  of  the  old  regime,  Du  Pont's 
influence  had  waned,  and  the  company 


P.S.  du  Pont  could  feel  his  pio- 
neering forebears  tugging  at 
him  as  he  wrestled  with  the 
ledgers  in  the  office,  whisper- 
ing to  him:  We  have  made  our 
family  known  and  we  have 
made  it  rich.  It  is  now  up  to 
you  to  make  it  great. 


often  had  to  be  content  with  less  than  its 
fair  share  of  the  sales  and  the  profits.  P.S. 
hardly  found  this  state  of  affairs  satisfac- 
tory. As  he  told  his  cousins,  what  they 
should  aim  for  now  was  not  their  fair 
share  of  the  market  but  the  lion's  share — 
a  monopoly  of  the  orders  at  the  prices  Du 
Pont  set. 

Going  through  the  company's  books, 
P.S.  noticed  that  Du  Pont  had  some  very 
valuable  investments  in  the  shares  of 
rival  powder  companies,  but  in  only  one, 
the  Hazard  Powder  Co.,  which  Boss 
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Henry  had  bought  up  secretly  durir 
reign,  did  they  have  a  controlling 
est.  In  the  eyes  of  the  general  publiq 
of  most  financial  experts  too,  the 
main  and  competing  explosives  co 
nies  in  the  U.S.  in  1902  were  Du 
Hazard  and  Laflin  &  Rand.  No  onei 
ized  that  Hazard  was  secretly  unde 
Pont  control.  And  it  was  this  that 
P.S.'  imagination  and  his  ambitions 
Pont  already  had  a  minority  invest^ 
in  Laflin  &  Rand.  What  if  he  could 
that  into  a  majority  investmen 
even  take  over  the  whole  firm?  The: 
big  three  would  all  be  under  Du  P 
control,  and  a  monopoly  of  the  a 
sives  industry  in  America  would  I 
the  hands  of  the  three  cousins. 

The  prospect  was  so  tantalizing 
P.S.  took  time  off  to  go  to  Scraj 
Penna.,  to  talk  it  over  with  his  u 
Henry  Belin.  Uncle  Harry  was  his  n) 
er's  brother  and  the  father  of  Alic 
Pont,  who  had  pined  over  P.S.  for  y 
and  she  was  sorely  disappointed  \ 
she  discovered  that  it  was  the  pi 
sional  advice  of  her  father  that  her  y 
cousin  was  seeking  and  not  her 
pany.  Uncle  Harry  (like  his  father  b 
him)  had  become  an  expert  accoui 
and  was  a  sought-after  adviser  of  b 
and  business  enterprises,  includinj 
Pont  and  Laflin  &  Rand.  He  had 
through  the  ledgers  of  both  comp 
and  was  quite  familiar  with  their 


Energy  -  Water  -  Food  -  Chemicals  - 


Fuel  for  transportation 


Air  conditioning  for  comfort  and  high  productil 


nts.  He  also  knew  that  the  three  princi- 

1  directors  of  Laflin  &  Rand,  like  the 
d  Guard  at  Du  Pont,  were  "of  fairly 
vanced  age,  knew  the  problems  before 
e  explosives  industry  and  possibly 
:re  disturbed  by  the  changes  in  the  Du 
nt  management." 

As  P.S.  du  Pont  described  it  later,  the 
flin  &  Rand  directors  were  "conserva- 
re  and  willing  to  drift,"  whereas  they 
dized  that  Coleman  du  Pont  had  a 
mutation  for  being  "progressive  and  ag- 
:ssive,"  and  they  feared  a  knockdown 
ir  with  him.  If  the  cousins  could  come 
with  a  good  offer,  they  would  be  sore- 
tempted  to  sell. 

It  was  at  this  point  that  Coleman  du 
nt  was  once  more  wheeled  in  for  a 
ncentrated  exercise  of  his  charm  and 
esmanship.  By  the  time  he  arrived  for 

2  main  discussion,  the  directors  of  Laf- 
l  &  Rand  had  decided  that  what  they 
mted  for  their  stockholders  was  $700  a 
are.  This  made  P.S.  and  Alfred  I. 
nge.  But  Coleman  was  not  fazed  at  all. 
s,  he  said,  they  would  pay  $700  a  share 
ovided  an  examination  of  Laflin  & 
nd's  books  proved  them  satisfactory), 
fred  I.  protested  that  they  could  not 
□rd  such  an  amount,  which  came  to 
less  than  $6  million.  How  could  a  new 
mpany,  needing  all  the  money  it  could 
'  its  hands  on  for  raw  materials  and 
velopment,  dig  up  such  a  sum? 
Coleman  chuckled.  "Don't  worry,"  he 


said.  "We  are  not  going  to  pay  them  a 
nickel." 

Once  more  he  persuaded  these  tough, 
if  tired,  businessmen  that  the  last  thing 
they  wanted  was  hard  cash.  He  would 
pay  them  in  bonds  instead.  For  each 
$700  share  he  would  give  the  Laflin  & 
Rand  shareholders  $400  in  5%  bonds  of 
Delaware  Security  Co.  and  $300  in  5% 
bonds  of  Delaware  Investment  Co.  Dela- 
ware Security  Co.  and  Delaware  Invest- 
ment Co.  were  two  holding  companies 
that  he  had  set  up  overnight,  backed  by 
collateral  in  Du  Pont.  To  make  his  propo- 
sition seem  even  more  tempting,  he  of- 
fered the  Laflin  &  Rand  shareholders  a 
bonus  of  20%  of  the  par  value  of  their 
bonds  in  the  stock  of  the  two  companies. 

The  stockholders,  P.S.  later  reported, 
"accepted  this  proposition  as  being  too 
good  to  turn  down." 

As  soon  as  they  did  so,  Coleman  sped 
back  to  P.S.  and  told  him  to  get  around  to 
Laflin  &  Rand  fast  and  verify  the  book 
value  of  the  company  while  there  was 
still  time  to  back  down.  Of  that  visit, 
P.S.  wrote: 

The  very  private  ledger  of  the 
company  was  produced  for  my  in- 
spection. After  a  couple  of  hours  I 
retired  with  a  promise  to  return 
but  instead  I  went  immediately  to 
Wilmington. 

For  he  could  hardly  believe  his  eyes. 
Even  more  consistently  than  Du  Pont, 


Laflin  &  Rand  had  undervalued  its  hold- 
ings and  investments.  Shares  that  Du 
Pont  also  possessed,  and  that  the  Old 
Guard  had  valued  at  $140,  were  in  the 
Laflin  &  Rand  books  at  $31,  whereas 
they  were  worth  at  least  $200  on  the 
market.  Other  stocks  were  estimated  ac- 
cording to  their  1887  values  instead  of 
the  much  higher  ones  of  1902.  Altogeth- 
er, the  book  value  of  the  company  was 
millions  of  dollars  more  than  the  direc- 
tors seemed  to  believe. 

P.S.  went  straight  to  Coleman  and 
urged  him  to  clinch  the  deal  at  once: 
[I]  advised  Coleman  to  close  the 
transaction  at  once,  lest  our  in- 
spection might  lead  the  owners  to 
resurvey  their  property  and  retire 
from  their  commitment.  This  ad- 
vice was  accepted  and  the  purchase 
made  as  of  July  1,  1902,  though  all 
details  of  the  transfer  were  not  fin- 
ished until  October  of  that  year. 
The  three  cousins  and  their  new  Du 
Pont  company  were  now  masters  of  the 
U.S.  gunpowder  industry,  the  black  blast- 
ing powder  industry  and  the  dynamite 
industry  east  of  the  Mississippi  Valley. 
They  were  once  more  kings  of  the  castle 
so  far  as  the  Powder  Trust  was  con- 
cerned, for  they  owned  9  of  the  1 7  com- 
panies outright  and  had  large  holdings  in 
all  but  3  of  the  8  remaining  companies. 
Altogether,  they  now  had  54  corpora- 
tions under  their  control,  and  56%  of  the 


Comfort  -  and  Marley 


Marley  doesn't  produce  or  manufac- 
ture any  ot  these  vital  products  and 

services  but  Marley  is  involved. 

In  the  intricate  operations  that  result 
in  electricity,  drinking  water,  gasoline, 
chemicals  of  all  kinds  and  the  very 
food  on  your  table. 
Eight  operating  subsidiaries  provide 
cooling  towers,  ground  water  supply, 
surface  condensers,  pumps,  high 
pressure/temperature  shell  and  tube 
heat  exchangers,  deaerators,  potable 
water  treatment  equipment,  feedwater 
heaters  —  for  electric  generation,  in- 
dustry, air  conditioning  agriculture 
and  municipal  use. 
All  designed,  built  and  serviced  with 
the  customer  in  mind. 
For  our  corporate  brochure  and  more 
information  write  to 
Corporate  Communications, 

The  Marley  Company 
5800  Foxridge  Drive/P.O.  Box  2912 
Mission  Kansas  66201  (Kansas  City,  Mo.) 


MARLEY 


culture 


People  Meeting  The  Challenge 


C-380 


NOTTYPICAL  TROPICAL  ISLANDS 


Pleasantly  tropical. 
But  hardly  typical. 

Still  a  British  Crown 
Colony.  And  the  closest  to 
the  United  States.  In 
proximity  and  attitude. 

For  those  who  wish 
to  relax  in  an  uncrowded, 
unspoiled  environment. 

Superb  beaches. 
An  incredible  underwater 
wonderland  for  snorkelers 
and  scuba  divers.  Big  game 


fishing.  Tennis.  Exceptional 
duty-free  shopping. 

Condominiums,  some 
with  maid  or  cook,  if 
desired.  Beachfront  hotels. 
Luxurious  clubs  and  villas. 

An  hour's  flight  from 
Miami.  Less  than  3  hours 
from  Houston,  Texas  on 
Cayman  Airways. 

Good  travel  agents 
know  about  the  Caymans. 
Or  call  305-444-6551. 


I 

Cayman  >T  Islands 
Department  of  Tourism 

250  Catalonia  Ave.  Coral  Gables,  Fl  33134 


After  50  Years  Of 
Chemical  Research, 
Du  Pont  Still 
AppreciatesThe 
Elements  Of  Virginia. 

In  1929,  Du  Pont  entered  the  state 
of  Virginia  with  the  goal  of  producing 
products  and  generating  a  profit.  And 
now,  50  years  later.  Du  Pont  continues 
to  thrive  and  expand  here  hecause  of 
the  special  elements  that  make  up  the 
husiness  climate  of  Virginia. 

Elements  like  a  state  budget  that's 
balanced.  A  fair  and  reasonable  rate 
of  taxation.  A  strongly  enforced  right 
to  work  law  and  a  large  labor  force. 

So  if  you're  looking  for  the  best  loca- 
tion for  your  company,  take  a  look  at 
Du  Pont's  history  of  success  in  Virginia. 
You'll  find  that  Virginia's  formula  for 
business  is  something  any  company 
would  appreciate.  Just  contact  the 
Division  of  Industrial  Development, 
Richmond. Virginia  23219. 


Virginia 


national  production.  Coleman  ha 
brought  off  this  financial  coup  at  a  cost  < 
a  cash  outlay  of  $8,500,  divided  amor 
the  three  of  them. 

Coleman  and  P.S.  began  to  mold  th 
unwieldy  group  of  companies  into  a  soli 
corporation.  But  this  necessitated  buyir 
out  minority  stockholders  before  the 
companies  could  be  extinguished  or  ii 
corporated,  and  in  May  1903  Colema 


Altogether,  the  du  Ponts  not 
controlled  54  corporations 
and  56%  of  the  national  pou 
der  production.  Coleman  d 
Pont  had  brought  off  this  f\ 
nancial  coup  at  a  cost  of 
cash  outlay  of  $8,500,  divia 
ed  among  the  three  of  them. 
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set  up  the  E.I.  du  Pont  de  Nemours  Pov 
der  Co.  with  an  authorized  capital  of  $5 
million,  of  which  $30  million  was  issue 
in  common  and  preferred  stocks.  Twi 
thirds  of  this  stock  (and  the  controllir 
interest)  was  handed  over  to  E.I.  du  Poi 
de  Nemours  and  Co.  (1902),  which  ti 
three  cousins  had  formed  after  buyir 
out  the  Old  Guard.  The  other  third  w, 
to  be  used,  instead  of  cash,  to  buy  out  tl 
minority  holdings  in  the  companies  th( 
now  owned. 

John  Raskob,  who  had  been  brougl 
into  the  company  by  P.S.,  was  no 
working  with  Coleman  du  Pont,  a 
these  two  shrewd  operators  knew  th 
before  the  new  corporation,  the  Du  Poi 
de  Nemours  Powder  Co.,  could  begin  o 
erations,  it  must  take  out  licenses  to  ( 
business  in  various  states  of  the  unio 
Fees  for  licenses  were  calculated  on  tl 
amount  of  the  capitalization  of  the  con 
pany,  and  the  powder  company's  capita 
ization  had  been  set  at  a  high  figui 
because  the  partners  needed  purchasit 
power.  So  yet  another  company  wi 
formed,  the  E.I.  du  Pont  Co.,  capitalize 
at  only  $10,000.  All  plants  owned  by  4 
corporation  were  transferred  to  t 
company.  Then  the  state  licenses  w 
applied  for  through  the  new  compan 
and  granted  at  knockdown  rates. 

The  operation  was  a  brilliant  succe! 
The  minority  stockholders  were  boug 
out,  and  several  other  companies  boug 
in,  including  the  main  California  oper 
tors.  As  Marquis  James,  author  of  a  bio 
raphy  of  Alfred  I.,  has  written: 

The  success  of  the  mopping-up 
process  reduced  the  authority  of 
the  Gunpowder  Trade  Association 
[the  Powder  Trust]  to  that  of  a  high 
school  debating  society.  Authority 
rested  with  Du  Pont.  The  Associ- 
ation was  worse  than  a  hollow 
shell.  It  was  a  source  of  potential 
embarrassment,  some  of  its  re- 
strictive provisions  being  clearly  in 
contravention    of    the  Sherman 
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Every  few  minutes,  hundreds  of  people 
fly  into  Kennedy  with  us. 


On  the  average,  some  400 
planes  land  every  day  at 
New  York's  John  F.  Kennedy 
International  Airport 

During  the  busiest  hours, 
they  come  in  every  two 
minutes. 

How  do  the  JFK  air  traffic 
controllers  keep  the  landings 
as  regular  as  clockwork? 

With  ground-to-air  radio 
equipment,  developed  and 
built  by  the  people  of  ITT. 

We're  the  world's  largest 


supplier  of  these  specialized 
communication  systems  - 
with  50,000  in  use  at  U.S. 
airports. 

These  two-way  systems 
are  used  by  every  major  U.S. 
airport.  Not  only  New  York's 
Kennedy,  but  New  York's 
LaGuardia. 

And  Chicago's  O'Hare, 
Atlanta's  International,  Los 
Angeles'  International, 
Dallas-Fort  Worth's  Inter- 
national, to  name  only  the 


busiest. 

We've  delivered  these  sys- 
tems to  some  350  airports  in 
38  other  countries,  too. 

Matter  of  fact,  if  you've 
flown  anywhere  in  the  world, 
your  flight  was  very  likely 
helped  home  by  ITT  com- 
munication and  navigation 
equipment. 

And  somewhere,  some- 
body else  is  being  brought 
home  with  it  at  this  very 
moment. 


The  best  ideas  are  the  I" ITI 1 1 1 
ideas  that  help  peopfe.  JL  JL  JL 


©1979  International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y  10022 


"It  is  not  in  my  nature  to  give  interviews" 

The  only  private  interview  that  Leonid  Brezhnev  ever  gave  to 
American  journalists,  he  gave  to  TIME  Magazine.  "Given 
the  importance  of  the  relations  between  our  two  countries," 
he  said,  "and  the  solid  reputation  of  your  magazine,  I 
decided  to  take  advantage  of  your  request  to  answer  TIME'S 
questions. " 

An  apt  demonstration  of  one  of  TIME'S  most  extraor- 
dinary attributes:  the  ability,  through  such  exclusive  inter- 
views as  those  with  Soviet  Party  Chief  Brezhnev  and  China's 
Vice  Premier  Deng,  to  present  aspects  of  the  news  not  avail- 
able anywhere  else. 

And  it  demonstrates,  also,  TIME'S  authority  and  leader- 
ship—as newspapers  around  the  world  quoted  excerpts  of  the 
conversation;  as  statesmen  and  readers  scanned  the  columns 
of  TIME  for  new  insights  into  the  Soviet  leader.  Above  all,  it 
demonstrates  TIME'S  unmatched  editorial  quality. 

Another  reason  why  TIME  has  earned  more  loyal  readers, 
by  far,  around  the  world  than  any  other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979.  All  Rights  Reserved 


mti-Trust  Law.  In  1904  Du  Pont 
ulled  out  of  the  Association,  abro- 
ating  the  agreements  on  prices 
nd  trade  territories  under  its  ae- 
is.  In  one  instance  Du  Pont  paid 
100,000  and  in  another  $140,000 
3  get  rid  of  such  agreements.  The 
association  collapsed, 
u  Pont  now  really  controlled  the  mar- 
and  the  three  cousins  set  to  work 


aid  they  now  go  all  out  far  a 
bal  market  and  drive  out 
British  and  Germans?  Cole- 
n  du  Pont  was  all  for  it.  But 
.  du  Pont  .  .  .  advised  his 
isin  to  curb  his  appetite  un- 
Du  Pont  had  digested  what 
ad  already  swallowed. 


ing  out  every  vulnerable  competitor. 
905  they  had  such  a  stranglehold  on 
industry  that  they  manufactured 
%  of  all  soda  blasting  powder  sold  in 
U.S.,  80%  of  all  saltpeter  blasting 
der,  72.5%  of  all  dynamite  and  75% 
1  black  sporting  powder.  They  also 
uced  100%  of  the  smokeless  powder 
ufactured  by  private  firms  for  mili- 
use.  (The  U.S.  government  had  an 
ance  factory  making  a  small  amount 
nokeless  powder.) 

iving  broken   the   Powder  Trust, 


Coleman  now  began  to  wonder  whether 
he  could  challenge  and  beat  the  interna- 
tional powder  manufacturers  too.  For 
many  years  Du  Pont  had  paid  dues  to  an 
international  association  that  controlled 
those  of  the  U.S.  It  not  only  divided  the 
globe  among  its  members  but  exchanged 
patents  and  information.  The  Du  Pont 
interests  had  exclusive  rights  to  these 
patents  (as  well  as  markets)  in  the  U.S., 
Mexico  and  Central  America,  while  Brit- 
ish and  German  interests  controlled  the 
markets  in  the  rest  of  the  world,  with  the 
exception  of  South  America,  which  was, 
as  PS.  described  it,  a  "happy  hunting 
ground  for  all  parties." 

All  secret  processes  were  includ- 
ed with  the  patents  [he  wrote  lat- 
er). An  annual  payment  by  Du  Pont 
to  the  Europeans  was  provided. 
Undoubtedly,  both  sides  benefited 
by  the  acquisition  of  the  patents 
and  secret  processes  and,  equally 
undoubtedly,  the  loss  of  the  use  of 
these  assets  deterred  Du  Pont  from 
branching  out  into  foreign  busi- 
ness, which  it  had  no  intention  of 
doing  at  any  rate  as  it  was  fully 
occupied  at  home.  The  Europeans 
were  quite  willing  to  surrender 
their  rights  for  the  U.S.  though  it 
seemed  evident  they  would  have 
frustrated  a  Du  Pont  invasion  into 
any  valuable  part  of  their  territory. 
Should  they  now  go  all  out  for  a  global 


market  and  drive  out  the  British  and 
Germans  as  they  had  their  home  rivals? 
Coleman  was  all  for  it.  But  P.S.,  on  the 
urging  of  John  Raskob,  was  more  pru- 
dent. He  advised  his  cousin  to  curb  his 
appetite  until  Du  Pont  had  digested  what 
it  had  already  swallowed. 

So,  instead,  Coleman  concentrated  on 
the  final  stroke  of  his  domestic  cam- 
paign. He  disbanded  the  $10,000  make- 
shift company,  which  had  served  its  pur- 
pose now  that  state  licenses  had  been 
secured,  and  transferred  all  its  invaluable 
assets  to  Du  Pont  de  Nemours  Powder 
Co.,  which  received  as  well  the  assets  of 
all  the  companies  that  their  other  pur- 
chases had  brought  in.  When  the  cousins 
had  first  taken  over  Du  Pont,  the  com- 
pany controlled  36%  of  the  nation's  pow- 
der markets.  By  1905  Du  Pont  did  75% 
of  the  business.  That  was  an  impressive 
enough  figure.  But  some  of  the  statistics 
that  the  financial  experts  now  began  to 
unearth  were  even  more  astonishing. 

The  cousins  had  taken  over  Du  Pont 
and  Hazard,  and  then  bought  out  Laflin 
&  Rand,  for  a  cash  outlay  of  $8,500.  That 
was  in  1902.  By  1905  the  value  of  Du 
Pont's  combined  assets  was  $59,955,000. 
Commenting  on  that  figure,  PS.  noted: 
Of  course,  since  we  were  du 
Ponts  we  were  always  more  likely 
to  under-  rather  than  overvalue  our 
assets,  so  that  sum  must  be  consid- 
ered a  conservative  estimate.  ■ 


That's  a  Butler  building?1 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  any  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64 14 1 . 


Faces 

Behind  The  Figures 


Edited  by  Robert  J.  Flaherty 

Taking  the  breaks 

It  isn't  often  that  a  man  who  barely  three 
years  ago,  at  age  50,  was  planning  early 
retirement  finds  himself  running  a  $7 
billion  company.  But  there  it  is:  Come 
June  1,  Donald  H.  Trautlein  is  slated  to 
replace  retiring  Lewis  W.  Foy  as  chair- 
man and  CEO  of  Bethlehem  Steel,  num- 
ber two  U.S.  steelmaker,  after  U.S.  Steel. 

Trautlein  has  built  a  career  around 
such  unexpected  events.  Born  in  Sandus- 
ky, Ohio  and  a  graduate  in  business  ad- 
ministration from  that  state's  Miami 
University,  he  set  out  thinking  he  would 
get  some  work  credentials  via  a  year  in 
the  General  Electric  training  program 
followed  by  a  short  stint  at  Price,  Water- 
house.  Then,  he  reckoned,  he  would 
move  on  to  an  operating  job.  But  a  chal- 
lenging assignment  in  PW's  London  of- 
fice, followed  by  the  early  grant  of  a 
partnership,  kept  him  in  accounting  for  a 
quarter  of  a  century.  In  1977  he  found 
himself  planning  to  take  early  retirement 
when  he  reached  55  and  kind  of  take  it 
easy.  Write  a  novel  about  merger  deals, 
based  on  his  25  years  as  an  auditor,  may- 
be do  a  little  teaching. 

Instead,  Foy,  who  knew  Trautlein  as 
Bessie's  auditor,  lured  him  over  in  Janu- 
ary 1977  to  implement  cost  control  im- 
provements Trautlein  had  suggested. 
Within  eight  months  Trautlein  helped 
engineer  a  painful  $750  million  writeoff 
of  obsolete  or  excess  facilities  mainly  in 
Lackawanna,  N.Y.  and  Johnstown, 
Penna.  As  a  consequence  Bessie  is  im- 
mensely more  efficient  and  has  added  at 
least  $1.15  per  share  to  its  potential  earn- 
ing power  and,  says  Trautlein,  could  earn 
over  $9  a  share  next  time  steel  has  a  good 
year  (it  earned  $6.31  last  year). 

When  Foy  had  to  pick  a  successor  last 
month,  Trautlein  again  profited  from  the 
happy  accident  of  not  being  a  Bethlehem 
veteran:  He  had  broad  outside  experi- 
ence, whereas  his  main  competitors 
were  specialists  in  a  single  area,  such  as 
sales  or  production  and  were  company 
men.  "Foy  wanted  perspective,"  says 
Trautlein,  whose  background  includes 
money-raising  and  setting  up  mergers. 
The  necessary  production  savvy  will 
come  from  Bethlehem's  number  two 
man  and  chief  operating  officer,  newly 
named  President  Walter  F.  Williams. 

One  harbinger  of  things  to  come:  From 
now  on,  Trautlein  stressed  to  Forbes, 
Bessie  will  report  operations  broken  into 
two  segments,  steel  and  nonsteel.  Clear- 


Trautlein  of  Bethlehem  Steel 

"A  chance  to  get  in  and  play  the  game." 

ly,  Bethlehem  is  not  likely  to  remain 
much  longer  the  least  diversified  steel 
company,  and  Trautlein  may  be  able  to 
try  out  in  real  life  the  acquisition  deals  he 
had  planned  to  write  about  in  his  novel. 

Trautlein,  a  stocky,  affable  man  who 
laughs  and  smiles  a  lot,  is  looking  for- 
ward to  the  change  in  his  lifestyle.  "As 
an  auditor,  I've  been  an  umpire,"  he  says. 
"Now  I  have  a  chance  to  get  in  and  play 
the  game." 


Making  hay 

Oil  seems  to  be  the  magic  touch  tl 
days.  When  Atlantic  Richfield 
bought  London's  prestigious  but  mol 
losing  Sunday  newspaper  the  Observe] 
1977,  a  lot  of  people  just  smiled 
thought:  Arco's  making  so  much  moi 
it  can  indulge  Chairman  Bob  Andersi 
whims.  Some  whim.  Look  at  the  Obq 
er  now. 

"We  were  hoping  to  get  circulat 
from  650,000  to  740,000  by  early  19*| 
recalls  the  Observer's  joint  Managing 
rector  Brian  Nicholson,  49,  the  pub 
schooled,  energetically  articulate  fori 
advertising  director  personally  hired 
Arco's  Anderson  to  turn  the  pa 
around.  The  Observer's  circulation  is  rj 
over  1  million.  Last  year  it  earned  aroi 
$4  million  on  revenues  of  nearly  $ 
million. 

Luck  was  the  initial  factor.  On  N 
30,  1978  the  daily  and  Sunday  77 
management  began  a  bitter,  one-)| 
lockout.  With  the  Times  down,  the 
server  and  Sunday  Telegraph  simply 
panded  to  fill  the  gap — circulation  uj 
1.4  million  and  1.2  million  for  the  7 
graph  and  Observer,  respectively. 

But  note  this:  Although  the  Sum 
Times  has  been  back  on  the  streets  for  f 
months,  the  Observer  has  held  on  to  m 
of  its  newly  won  readers.  According 
Nicholson's  latest  figures,  his  paper  n 
sells  1.01  million  copies  while  the  Sun 
Times  sells  1.45  million  and  the  Sun 
Telegraph  is  down  to  1  million. 

Why  hasn't  the  Sunday  Times  tal 
back  from  the  Observer  what  it  gave 
Forbes  asked  Nicholson.  His  reply 

"We  didn't  waste  time  while  the  Tit 
was  out.  We  spent  £1  million  promot 
ourselves  despite  the  fact  we  could 
fully  meet  demand.  We  introducec 


Nicholson  of  the  Observer 

With  the  Times  out,  a  chance  to  shine. 
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What  is 


We're  putting 
scanning  savings 
in  the  hands  of 
supermarket  owners. 

Your  hometown  super- 
market, if  it  uses 

scanning  to  "read" 

prices  automatically, 

may  very  well  be  one 

of  our  customers. 

NCR  is  a  leader 
in  supermarket  scanning 
systems,  with  the  largest 
customer  base  of  supermarket 
terminals  ready 
for  scanning.  Proof  that 
the  tood  industry  recognizes  the 
price/ performance  benefits 
of  NCR  systems. 

Number  one  in  food  store 

systems-Even  if  your  groceries  / 
are  not  yet  scanned  at  the  checkout 
they  probably  are  rung  up  on  an  ' 
NCR  electronic  cash  register 
With  168,000  installed  in  108' 
countries,  the  odds  are  in 
our  favor. 

Retailers  depend  on  NCR  systems- 
Why  are  we  up  to  number  one  in 
supermarket  terminal  systems? 
Executives  of  companies 
asA&P,  Lucky  Stores 
ix  and  Winn-Dixie 
elped  put  us  there, 
ey  depend  on 


NCR  systems  for  up 
reports , 


j-the-: 
ecise 


?ment 
sand 


imprcvec 


productivity. 
Providing  business  squip- 

helping  supermarkets  fight  rising 
:  costs  is  nothing  new  for  NCR 
We  ve  been  doing  it  since  the  very 
beginning  of 
self-service  shopping  In 
tact,  we've  been  in  business 
for  95  years. 
16,000  people  in  support-Super- 
■    market  owners  look  for  this  kind 
of  experience  when  they  choose 
*  an  EDP  system.  And  they  look 
for  support.  NCR  supplies  it 

with  16,000  highly  trained  field 
engineers  around  the  world. 

This  global  support  network 
is  especially  important  to 
companies  with  plans 
for  expansion. 
Retailing  is  just  one  of  the 
iields  where  NCR  is  the  leader 
We  re  also  up  to  management's 
fin,     TSt  demandin9  requirements  in 
cJ  p  2? al-  commercial,  industrial,  health 
care,  education  and  government  markets. 
Now  you  know  why  NCR  is  a  world 
leader  in  retail  systems 


■  . 


_______ 


Williams  has  strengthened 
its  energy  businesses  . . . 
and  it's  paying  off. 

The  Williams  Companies  has  invested  $470  million  since  early  1974  to  expand  its 
participation  in  three  energy-related  businesses. 

Williams  Exploration  Company,  with  an  investment  of  $325  million  since  its  founding 
in  1974,  has  been  built  from  scratch  into  a  sizable  and  successful  oil  and  gas  exploration, 
production  and  transportation  organization.  Currently,  this  subsidiary's  average  daily 
production  rates  are  exceeding  40  million  cubic  feet  of  gas  and  3,500  barrels  of  liguid 
hydrocarbons,  and  it  is  actively  exploring  its  substantial  portfolio  of  undeveloped  oil  and 
gas  leases. 

Williams  Pipe  Line  Company,  which  owns  and  operates  the  nation's  largest 
independently  owned  products  pipeline  system,  is  a  major  transporter  of  energy  products 
throughout  its  12-state  midwestern  market.  Since  early  1974,  we've  invested  $90  million  to 
expand  and  improve  the  operations  of  Williams  Pipe  Line's  8,500-mile  system. 

Peabody  Coal  Company  is  the  nation's  largest  coal  producer.  We  acguired  27.5 
percent  of  Peabody  for  $55  million  in  mid- 1977.  Peabody's  proven  coal  reserves  exceed  9 
billion  tons.  Our  share  of  those  reserves  eguates  to  about  90  tons  of  coal  reserves  for  each 
share  of  Williams'  common  stock. 

Williams  is  more  than  an  energy  company;  it  is  also  a  leader  in  two  other  basic  and 
essential  industries  —  fertilizer  and  metals.  We've  also  strengthened  these  businesses  and 
achieved  a  more  favorable  corporate  balance.  We  planned  it  that  way,  and  our  strategy  is 
paying  off  in  the  form  of  improved  returns. 

The  annual  dividend  rate  for  Williams  stock  (WMB-NYSE)  was  recently  increased  to 
$1.10  per  share.  To  learn  more  about  our  growing  company;  our  balanced  diversity  in 
fertilizers,  energy  and  metals;  and  our  strong  earnings  picture  for  the  '80s,  write  Lawrence 
R.  Francisco,  manager-investor  relations,  The  Williams  Companies,  One  Williams  Center, 
Tulsa,  OK  74172. 

Williams  is  worth  watching  in  the  '80s. 


THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

Agrico  Chemical  Company  ■  Edgcomb  Metals  Company  UuH  m  m nJm^j* 
Williams  :  ny  ■  Williams  v  f  IliLiIni  r  I V 
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siness  section.  We  brought  in  a  living/ 
tmen's  section  geared  to  hard  news. 
;  introduced  regionalized  advertising 
:tions  for  our  magazine;  we  are  still 
2  only  ones  to  have  done  that.  ...  I 
it  happen  to  feel  that  you  actually  do 
ve  to  make  hay  while  the  sun  shines." 
Buoyed  with  cash,  confidence  and  mo- 
:ntum,  Nicholson  says  he  is  now  look- 
;  to  acquire  other  publications  and 
3adcast  properties.  Meanwhile,  the 
:ee  quality  Sunday  newspapers'  total 
e  is  today  "abnormally  high"  at  3.5 
lhon,  as  against  2.9  million  on  the  eve 
the  Times  strike;  Nicholson  predicts 
it  total  sales  will  drop  to  3.2  million  in 
;  months  ahead,  as  the  papers  begin 
sing  prices.  But  since  newspapers  tra- 
ionally  lose  money  on  distribution, 
:  combination  of  higher  prices  and 
ver  quantity  could  further  enhance  the 
ttom  line.  You  can  attribute  some  of 
s  success  to  good  luck,  but  good  luck 
't  worth  much  unless  you  capitalize 
it.  And  that  the  Observer  most  certain- 
did. — Laurence  Miriard 


Was  the  price  right? 

do  rich  a  price."  That  seems  to  have 
:n  the  stock  market's  reaction  to  Sig- 
[  Cos.'  $400  million-plus  offer  (depend- 
;  on  the  price  of  Signal  stock)  to  buy 
ipex  Corp.,  the  Redwood  City,  Calif.- 


based  maker  of  broadcasting,  video  and 
audio  equipment,  data  and  memory 
products  and  magnetic  tape.  The  market 
greeted  the  news  by  dropping  Signal 
stock  3V2  points,  to  41.  Forrest  N.  Shum- 
way,  chairman  of  the  $4  billion  conglom- 
erate, says  he  thinks  the  market  is  all 
wet.  "Five  years  from  now,"  he  told 
Forbes,  "Ampex  will  be  so  goddamn 
strong  everyone  will  wonder  how  we 
stole  it." 

Shumway,  whose  conglomerate  al- 
ready contains  such  jewels  as  Mack 
Trucks,  UOP  and  Garrett  Corp.,  has 
been  eyeing  Ampex  for  two  years  and 
actually  bought  1%  of  its  stock  in  1978. 
At  the  time,  however,  Ampex  Chairman 
Richard  J.  Elkus  said,  "No."  What  made 
Elkus  change  his  mind?  "He  felt  he 
would  like  to  put  Ampex  to  bed  with 
someone  who  could  take  care  of  it,"  says 
Shumway,  who  adds  that  Elkus  recently 
turned  69.  "We  have  a  common  director, 
Arch  Munson  Jr.,  who  assured  Elkus  that 
Signal  would  be  a  great  place  for  Ampex 
because  of  our  philosophy  of  letting  our 
companies  run  their  own  show — and  be- 
cause of  our  philosophy  of  moving  extra 
resources  from  slower-growing  business- 
es into  high-technology  companies  like 
Ampex." 

Shumway  returns,  somewhat  scornful- 
ly, to  the  stock  market's  negative  reac- 
tion to  the  Ampex  deal.  "I  remember 
having  three  stockholders  an  hour  telling 
me  how  stupid  we  were  to  buy  Mack 
Trucks.  Business  'Week  went  so  far  as  to 
call  my  UOP  deal  the  blunder  of  the 
year  .  .  .  two  years  later  UOP  was  rolling 
in  dough.  ..." 

Shumway,  52,  who  has  transformed 
his  late  uncle's  smallish  oil  company  into 
one  of  the  best  conglomerates  in  the 


country,  isn't  much  roiled  by  the  criti- 
cism. "There  will  always  be  second- 
guessers,"  he  said,  and  turned  his  atten- 
tion to  his  plans  to  move  corporate  head- 
quarters from  Beverly  Hills  to  San  Diego. 
"The  traffic  here  is  atrocious,"  he  ex- 
plained. "The  lifestyle  is  not  good  for  our 
young  people.  We'll  be  able  to  attract 
better  people  by  moving  to  San  Diego." 
William  E.  Walkup,  his  61-year-old  chair- 
man, won't  move,  so  Shumway  decided 
to  move  himself  up  to  chairman  and 
made  49-year-old  Daniel  W.  Derbes 
president.  By  the  time  Derbes  gets  to  be 
CEO,  Shumway  claims,  his  Ampex  deal 
will  look  brilliant. 


mway  of  Signal  Cos. 

II  Street  doesn't  agree  with  his  price   as  usual. 


Berrebi  of  Fairfield-Noble 

"To  break  even  would,  he  a  victory." 

Been  down  so  long  .  .  . 

Most  of  the  time,  a  promotion  to  the  top 
spot  is  cause  for  celebration — or  at  least  a 
nice  warm  feeling  inside.  But  it's  a  bad 
case  of  heartburn  for  Joseph  Berrebi,  50, 
the  chain-smoking,  newly  elected  (Feb. 
6)  president  of  Fairfield-Noble  Corp.,  a 
New  York  City  women's  apparel  manu- 
facturer whose  principal  distinction  is  its 
survival — just  barely — in  the  face  of  five 
unbroken  years  of  red  ink.  Fairfield's 
book  value  was  $19.9  million,  $8.54  a 
share,  in  1974;  now  it  is  just  $3.5  mil- 
lion, $1.63  a  share. 

Its  problems  stem  from  the  collapse  of 
the  market  for  knitted  fabrics  right  on 
the  heels  of  a  boom  that  prompted  its 
now-departed  former  management  to 
spend  lavishly  on  high-speed  knitting 
machinery.  Suddenly  double-knits  went 
out  of  favor,  and  from  a  breathtaking 
earnings  high  of  $4.26  million  on  $53.3 
million  in  sales  in  1973,  Fairfield  plunged 
into  seemingly  permanent  red  ink  in 
1975.  Projected  1980  revenues  are  down 
to  $15  million.  Who  would  want  the  job 
of  running  a  company  like  this? 
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Be  a  miracle  worker. 


Miracles  don't  just  happen.  Your  gift  to  Easter  Seals  will  help. 


Faces 

Behind  The  Figures 


rhe  man  who  is  taking  this  seemingly 
jeless  job  is  an  Egyptian  Jew,  who  fled 

homeland  in  1960  after  the  Nasser 
'ernment  seized  his  family's  textile 
1  apparel  manufacturing  business.  In 
4,  after  14  years  at  Russ  Togs,  Berrebi 
s  brought  into  Fairfield  in  order  to  run 

manufacturing  and  oversee  the  dis- 
ss disposition  of  the  company's  knit- 
§  plants. 

terrebi  has  taken  Fairfield  out  of  tex- 
s  and  concentrated  on  clothing  manu- 
ture — principally  in  the  South;  labor  is 
cheaper  there  than  in  New  York  City, 
ere  a  substantial  part  of  its  operations 
re  located  in  the  past.  At  the  moment, 
;  pinning  his  hopes  on  the  industry's 
ially  favorable  response  to  his  fall  line 
nedium-priced  women's  apparel  and 
Fairfield's  tax-loss  carryforward  of  $10 
lion.  However,  the  company  was  still 
he  red  in  the  first  half  of  fiscal  1980  and 
rebi's  stock  options  are  still  under 
:er.  Smiling  uneasily  and  lighting  an- 
er  cigarette,  Berrebi  says:  "To  break 
n  this  year  would  be  a  victory  for 
." — Stanley  Ginsberg 

Dear  SEC:  Drop  dead 

ntion  nonauditing  consulting  services 
Arthur  Andersen's  newly  elected 
3,  47-year-old  Duane  R.  Kullberg,  and 
.  get  a  response  with  the  speed  of  a 
;ulator:  "We  will  continue  <r>  incorpo- 
:  them  in  our  overall  operations,"  says 
lberg,  who  replaced  Harvey  Kapnick 
he  wake  of  Kapnick's  unexpected  res- 
ition  in  October. 

fnder  SEC  pressure  (Forbes,  Dec.  10, 
9),  Kapnick  had  proposed  splitting  off 
lersen's  consulting  arm  from  the  au- 
and  tax  functions.  The  proposal  in- 
red  the  wrath  of  most  of  Andersen's 
)0  expansion-minded  partners,  and 
to  Kapnick's  sudden  departure  to  be- 
le  deputy  chairman  of  the  First  Chi- 
o  Corp.,  parent  company  of  the  First 
ional  Bank  of  Chicago, 
he  problem,  however,  won't  go  away 
t  easily.  The  Securities  &  Exchange 
nmission  continues  to  question 
ither  an  accounting  firm  that  takes 
nonaccounting  work  from  a  client 
/  lose  some  of  its  independence  and 
;ctivity;  a  displeased  client  might  not 
it  the  embarrassment  of  firing  an 
itor,  but  who  could  fault  such  a  client 
:utting  the  auditor  out  of  the  consult- 
business? 

We've  been  successful  in  this  area, 
we're  not  interested  in  the  alterna- 


Kullberg  of  Arthur  Andersen 

His  platform:  Keep  the  consulting. 

tive — not  growing,"  Kullberg  responds  in 
a  deep  baritone  voice. 

Andersen's  nonauditing  services — nar- 
rowly focused  on  electronic  data  process- 
ing as  opposed  to  executive  search,  pen- 
sion benefits,  actuarial  work — contribute 
some  23%  of  its  $645  million  in  world- 
wide billings.  This  compares  with  as  lit- 
tle as  5%  for  Price  Waterhouse  and  17% 
for  Touche  Ross,  among  other  Big  Eight 
Accounting  firms. 

During  his  four-year  term,  Kullberg 
also  plans  to  push  overseas  growth  and  to 
"renew  emphasis"  on  Andersen's  small- 
business  practice.  Big  Eight  firms  are  ag- 
gressively opening  suburban  offices  to 
attract  smaller  companies.  Andersen 
opened  an  office  in  the  Chicago  suburb  of 
Rolling  Meadows  six  months  ago  and  is 
considering  other  suburban  locations. 

Bred  and  educated  in  Minnesota,  Kull- 


berg joined  Andersen's  Minneapolis  of- 
fice in  1954,  where  he  became  managing 
partner  in  1970.  He  moved  to  Chicago 
headquarters  in  1974  as  coordinator  of 
the  firm's  auditing  practices  and  was  ap- 
pointed vice  chairman  in  mid-1978.  Kull- 
berg's  restrained,  polite  style  is  a  con- 
trast to  Kapnick's  hard-driving,  drill-ser- 
geant approach  that  alienated  many  of 
the  partners,  say  those  who  know  both. 
Says  Kullberg:  "I  want  to  provide  an  at- 
mosphere where  others  will  succeed.  But 
it's  not  as  passive  as  it  sounds." 

How  is  morale  in  the  Andersen  ranks 
after  all  the  fuss? 

"You'll  have  to  pose  that  question  to 
the  other  partners,"  laughs  Kullberg. 
"Obviously,  mine  is  high."  — Bob  Tamarkin 

Changing  cockpits 

Falcon  Jet  Corp.,  the  assembler-marketer 
of  executive  jet  aircraft  jointly  owned  by 
Pan  Am  and  Avions  Marcel  Dassault, 
maker  of  the  French  Mirage  fighter,  is  in 
a  profit  tailspin,  not  because  it  is  doing 
badly  but  because  it  is  doing  so  well.  In 
spite  of  a  booming  executive  jet  aircraft 
market,  Falcon  lost  an  undisclosed 
amount  on  1979  sales  of  $113  million 
because  of  sloppy  controls  and  inad- 
equate planning.  It  won  a  big  order  for  41 
planes  from  the  U.S.  Coast  Guard.  But 
the  order  could  mean  more  problems: 
Parts  must  be  shipped  from  France  and 
planes  assembled  at  Falcon's  newly 
beefed-up  plant  in  Little  Rock,  Ark.  The 
order  should  boost  1980  sales  to  at  least 
$160  million.  But  given  the  recent  past, 
can  Falcon  deliver  on  time? 

In  a  bind,  Falcon  Jet  called  in  Arthur 
Young  &  Co.'s  head-hunting  division.  It 
produced  Corwin  H.  (Corky)  Meyer,  59. 


Meyer  of  Falcon  Jet 

There  were  just  two  conditions. 
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Sinee  quitting  Grumman  Corp.  in  1978 
in  a  feud  with  some  of  the  direetors, 
Meyer  had  been  biding  his  time  run- 
ning— and  ultimately  helping  to  sell  off — 
smallish  Enstrom  Helicopter  for  its  own- 
er, flamboyant  celebrity  lawyer  F.  Lee 
Bailey.  Meyer  was  just  what  Falcon  Jet 
needed — an  experienced  businessman 
deeply  steeped  in  aviation.  When  he  was 
only  17,  in  the  depths  of  the  Great  De- 
pression, Meyer  blew  his  savings  of  three 
years — $150— on  flying  lessons.  In  1942, 
as  a  22-year-old  Grumman  Aircraft  test 
pilot,  he  proved  the  reliability  of  such 
renowned  U.S.  fighter  planes  as  the  F6F 
Hellcat,  the  F8F  Bearcat  and  the  F9F  Pan- 
ther. By  the  time  he  left  Grumman,  Mey- 
er had  held  key  positions  in  aircraft  man- 
ufacture, flight  testing,  quality  control 
and  business  development. 

For  his  last  four  years  at  Grumman, 
Meyer  was  president  and  CEO  of  Grum- 
man American  Aviation — now  part  of 
Tesoro  Petroleum — which  manufactures 
the  Gulfstream  HI,  Falcon's  main  com- 
petitor in  the  $8  million  to  $  1 0  million  per 
plane  range.  During  that  time  sales  rose 
from  $83  million  to  $170  million. 

Still  an  active  pilot,  Corky  Meyer  set 
two  conditions  before  joining  Falcon: 
First,  they  had  to  let  him  fly  his  own 
plane,-  second,  they  couldn't  throw  him 
out  at  age  65.  "Hell,"  he  smiles,  "I  got  a 
35-year  pin  from  Grumman,  and  when  I 
signed  on  here,  I  told  them  they'd  better 
start  designing  the  one  they're  gonna 
give  me."— Stanley  Ginsberg 

It  was  a  long  wait 

If  you  don't  get  a  fast  track  early  and  stay 
on  it,  you're  doomed  to  corporate  medi- 
ocrity. That's  what  most  executives  be- 
lieve, but  Glenn  P.  Bakken  is  living  proof 
that  it  isn't  necessarily  so.  Bakken  was 
promoted  to  the  presidency  of  Kennecott 
Copper  Corp.'s  Cleveland-headquartered 
fabricating  subsidiary  23  years  ago.  It 
was  a  nice  plum  for  a  37-year-old,  but 
Bakken  was  destined  to  be  stuck  in  that 
job  for  22  years.  As  1979  began,  the  Uni- 
versity of  Minnesota  engineering  gradu- 
ate seemed,  at  60,  to  be  marking  time 
until  retirement. 

But  last  year  Kennecott  shuffled  its  top 
management  (Forbes,  Apr.  30,  1979).  The 
new  chairman,  ex-Exxon  senior  vice 
president  Thomas  Barrow,  liked  Bak- 
k<  n's  style  and  gave  him  a  chance  to  show 
what  he  could  do.  In  early  1979  Barrow 
brought  him  to  the  New  York  office  as 
corporate  secretary,  then  sent  him  to  Salt 


Bakken  of  Kennecott  Copper 
Stop  and  go,  go,  go. 


Lake  City  to  make  an  operating  company 
out  of  the  mining  division.  Last  month 
Bakken,  61,  back  East  at  Kennecott's  new 
headquarters  in  Stamford,  Conn.,  was 
named  president  and  chief  operating  offi- 
cer of  the  $2.4  billion  mining  company. 
Notice  to  all  those  aging  but  talented  and 
overlooked  executives  in  American  in- 
dustry: Never  say  die.— Tlx»nasjaffe 

Miracle  man? 

It's  been  a  bad  time  for  airlines  in  gener- 
al, but  El  Al,  Israel's  national  airline,  has 
unique  problems.  Because  many  oil-pro- 
ducing countries  refuse  to  sell  to  Israel 


directly,  it  must  pay  the  world's  top  prii 
for  fuel:  $1.12  a  gallon,  vs.  an  average 
85  cents  for  American  carriers.  And  1 
may  spend  more  for  security  guards  an 
undercover  agents  than  it  does  for  fug 
Finally,  El  Al's  labor  is  famous  for  i| 
fractiousness. 

Abraham  Shavit,  53,  a  native-born 
raeli,  former  underground  fighter  a 
lieutenant  colonel  in  the  air  force,  toe 
over  in  November  the  $l-a-year  chai 
manship  of  El  Al,  which  lost  $45  millic 
last  year  on  revenues  of  $320  million  an 
was  expected  to  lose  $70  million  th| 
year.  Cost-cutting  was  his  first  priorit 
"There  was  no  way  El  Al  could  contini, 
with  the  existing  labor  contracts,"  \ 
says.  "So  I  told  the  workers,  either  m 
change  by  the  31st  of  December  or  mi 
close  on  the  1st  of  January."  The  union 
went  for  it.  During  a  period  when  tl 
Israeli  pound  declined  86%  against  tr 
dollar,  the  pilots  accepted  pay  cuts 
40%,  and  the  ground  crews  followed  sui 
Next,  the  unions  consented  to  a  layoff 
1,500  people — 25%  of  the  airline's  pe 
sonnel — and  a  five-year  moratorium  a 
strikes.  Shavit's  management  team  ha 
changed  systems,  routings  and  hour 
cutting  down  on  wasteful  deadhe; 
flights  to  ferry  crews  all  over  the  worl 
Now  95%  of  El  Al  flights  from  Isra 
depart  on  time  and  85%  of  arrivi 
flights  are  on  schedule. 

To  upgrade  fuel  economy,  cut  mamti 
nance  and  raise  capacity,  new  planes  a: 
on  order  or  being  leased.  El  Al  hopes  th, 
the  increased  capacity  and  new  rout< 
will  boost  the  market  share  of  flights 
Israel  from  the  current  48%  to  back  ovt 
the  50%  mark. 

With  the  progress  the  airline  h 
shown  already,  Shavit  now  hopes  to  hav 
El  Al  at  a  breakeven  point  this  year.  If  h 
succeeds,  it  will  rank  as  one  of  the  fastei 
corporate  turnarounds  on  record.  Yoi 
might  even  call  it  a  miracle.— Steven  Flax 
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When 
D&B  reporters 
gather 
information/ 

business. 


"Are  you  listed  with  D&B?" 

With  9  out  of  every  10  busi- 
ness transactions  done  on  credit, 
that's  often  the  first  question 
sellers  ask  buyers.  Because  Dun 
&  Bradstreet  is  the  world's  lead- 
ing source  of  information  on 
which  credit  decisions  are  based. 

What  makes  the  information 
so  complete  and  reliable  is  that  it 
is  gathered  largely  through  per- 
sonal interviews  with  company 
management  by  D&B  reporters 
and  is  then  verified  with  outside 
business  sources.  D&B  draws  a 
clear  distinction  between  what's 
business  and  what's  personal. 

Facts  in  a  D&B  Business 
Report  focus  strictly  on  the  com- 


mercial establishment.  D&B  does 
not  collect  information  on  the 
personal  bill-paying  record,  habits 
or  lifestyles  of  owners  or  man- 
agers of  the  subject  company. 
Information  regarding  individ- 
uals is  limited  to  that  necessary 
in  evaluating  the  firm. 

Contact  by  a  D&B  reporter 
tells  you  that  a  D&B  Business 
Report  is  being  prepared  on  your 
company  usually  at  the  request 
of  a  D&B  subscriber.  Your  co- 
operation could  well  lead  to  a 
rewarding  connection. 

Your  D&B  Business  Report  is 
available  only  to  D&B  subscribers. 
And  to  you,  for  the  asking, 
so  you  can  verify  the  contents. 


Good  credit  information  is 
essential  to  the  world  of 
commerce.  Nobody  serves  this 
function  like  Dun  &  Bradstreet, 
with  reports  on  more  than 
4,000,000  U.S.  companies  in 
our  computerized  files  and  with 
over  1,600  reporters  constantly 
gathering  new  and  updated 
information. 

Imagine  doing  business 
without  effective  credit  checks, 
and  we  think  you  will  agree: 
Dun  &  Bradstreet  is  indeed 
the  essential  business. 

Dun  &  Bradstreet 

nil  a  company  of 

MMMM  The  Dun  &  Bradstreet  Corporation 


InCorp. 
We've  turned  four  quarters 
into  $25,000,000. 


1979 -a  record  year  for  Industrial  National  Corporation. 
Earnings  grew  to  $25  million -a  new  high. 
The  quarterly  dividend  was  increased  by  11%  to  an  annual 
rate  of  $1.60  per  share.  And  we've  never  missed  a  dividend 
since  we  paid  our  first  one  188  years  ago. 
For  4  years  now,  InCorp  has  reported  higher  earnings  each 
quarter  - 16  consecutive  quarter-to-quarter  income  gains. 
And  return  on  equity  exceeded  16%. 
Assets  at  year-end  exceeded  $3  billion -another  record. 
That  consistent  growth -in  the  face  of  unusual  economic 
conditions -is  a  product  of  business  and  geographic 
diversity. 

-  We're  engaged  in  commercial  banking,  factoring, 
leasing,  consumer  finance  and  mortgage  banking, 
among  other  businesses. 

-  InCorp  is  a  full-scale  national  financial  services 
company  with  214  offices  in  24  states. 

And  opportunities  for  continuing  growth 
are  excellent. 


For  our  annual  report  write: 
Georgina  Macdonald 
Director,  Corporate 
Communications 

InCorp 
55  Kennedy  Plaza 

Providence, 
Rhode  Island  02903 
or  call: 
(401)278-5879 

NYSE-INB 
Stock  page  listing  -  Indl  Nad 
Dividends  paid  every  year  since  1792. 


%  INCORP 

Diversified 
financial  services 
growing  together. 


EPS  increased 
25%  in  1979. 


Ahother  dividend 
increase. 


Assets  surpassed 
$3  billion. 


Return  on  equity 
exceeded  16%. 


Industrial  National  Bank,  Providence,  RI  ■  Inleasing  Corp.,  Providence,  RI  •  Ambassador  Factors  Corp.,  New  York,  NY  •  Mortgage  Assoc.,  Inc.,  Milwaukee,  VC1 
•  Kensington  Mortgage  &  Finance  Corp    Milwaukee,  WI  •  Southern  Discount  Co. ,  Atlanta,  GA  •  Informauon  Sciences,  Inc. ,  Providence,  RI  •  International 
Appraisal  Co. ,  Paramus,  NJ  •  Industrial  International  Bank,  New  York,  NY  •  Industrial  Capital  Corp.,  Providence,  RI  -  Industrial  Nauonal  Mortgage  Co., 

Providence,  RI  •  C-O-M  Service  Bureau,  Inc. ,  Boston,  MA 


The  Economy 


Forbes 


MONEYS  INVESTMENTS 


It's  going  to  be 
painful  either  way 


duldn't  happen  here.  In  Argentina, 
in  Britain  even,  but  not  in  the  good 
J.S.A.  But  it  did.  The  prime  rate  hit 
%,  which  meant  a  lot  of  people  were 
ng  20%  for  money.  Bell  Telephone 
-term  bonds  were  yielding  14%,  and 
could  get  14%  on  U.S.  Treasury 
e-month  bills. 

you  think  all  this  doesn't  matter 
h  in  inflationary  times,  ponder  the 
wing:  At  101/2%,  a  30-year,  $100,000 
ie  mortgage  would  cost  $915  per 
ith.  But  at  14%,  the  same  mortgage 
lenly  costs  $1,185  a  month.  Same 
ie  price,  same  size  mortgage,  but  the 

has  risen  almost  30%!  And  that's 
ming  you  can  get  that  much  mort- 

money  even  at  14%.  Can  anyone 
3t  that  housing  starts — and  housing 
;s — have  had  it  for  a  while? 
i,  there's  a  double  squeeze  on.  The 
-term  money  you  can  get,  you  may 
be  able  to  afford.  Can  the  boom  go  on 
h  longer  under  these  conditions? 
s  called  a  credit  crunch.  It's  here  and 
he  indications  are  that  the  Fed  boys 
eally  determined  this  time.  Look  at 
:hart  on  this  page  and  you'll  see  why. 
iy  times  in  recent  years  the  Fed  start- 
)  hold  back  the  money  supply  in  the 
of  inflationary  developments  only  to 
its  nerve  and  ease  up. 
•metimes  the  initial  leap  in  the  mon- 
upply  would  be  technical,  such  as 
n  Social  Security  checks  are  mailed 

a  weekend  and  remain  in  the  bank- 
system  longer  than  usual,  creating  a 
: — that  is,  in  effect,  money.  The  Fed 
permitted  money  to  grow  rapidly  so 
jricans  could  pay  for  higher-priced 
arted  oil  without  reducing  signif- 
tly  their  available  funds  for  domestic 
:hases.  Result:  inflation,  a  weak  dol- 


lar, and  the  spiral  kept  getting  worse. 

But  the  Fed  is  no  longer  obsessed  with 
interest  rates.  It  will  drain  bank  reserves 
when  some  temporary  phenomenon  cre- 
ates them  unexpectedly.  It  will  not  add 
to  reserves  to  pay  for  additional  oil  im- 
port costs.  In  other  words,  the  Fed  no 
longer  will  monetize  excessive  fiscal 
policy  consequences  nor  will  it  monetize 
oil  price  increases. 

Federal  Reserve  Board  Chairman  Paul 
A.  Volcker  described  the  change:  "In  the 
past,  at  critical  junctures  for  economic 
stabilization  policy,  we  have  usually 
been  more  preoccupied  with  the  possibil- 
ity of  near-term  weakness  in  economic 


activity  than  with  the  implications  of 
our  actions  for  future  inflation."  Not  so 
any  longer.  Volcker:  "I  see  no  alternative 
to  a  progressive  slowing  of  growth  of  the 
monetary  aggregates  to  lay  the  base  for 
restored  stability  and  growth." 

It  is  unlikely  consumers  will  come  to 
the  economy's  rescue  again  in  1980. 
They  could  spend  more  than  they  earned 
in  1978  and  1979  because  banks  were 
glad  to  provide  plastic  money.  Now,  with 
the  prime  at  1 6 Vi  % ,  the  banks  wish 
they'd  never  heard  of  consumer  loans. 

Make  no  mistake.  A  lot  of  people  are 
going  to  suffer.  Teddy  will  scream,  as  will 
the  liberals  and  the  unions,  but  unless 
the  Fed  loses  its  nerve,  the  economy's 
course  is  set.  Even  if  Congress  spends 
like  a  drunken  sailor  and  OPEC  contin- 
ues its  felonious  pricing,  you  won't  have 
inflation  if  the  bales  of  new  money  aren't 
there  to  validate  it  all.  Increased  spend- 
ing in  one  direction  only  leads  to  reduced 
spending  elsewhere.  Net  result:  little  or 
no  inflation.  That's  the  monetarist  the- 
sis and  Volcker  seems  determined  to  give 
it  a  real  try.  If  he  succeeds  we're  in  for  a 
rather  rough  recession.  If  he  fails?  Been 
to  Buenos  Aires  lately?  ■ 


The  downturn  gets  closer 


The  cost  of  living  doesn't  show  it  yet,  but  the  Fed  has  slowed  the  growth 
of  the  money  supply,  with  further  restraint  promised.  It  should  be 
enough  to  slow  economic  activity  and  cut  the  inflation  rate. 


Percent  change  (seasonally  adjusted  annual  rate) 


Ml-B  Money  Supply 

(Monetary  policy) 


FOMC  target  range 


i  |  n  i  ill  i  iv  I  i  in  i  in  i  iv  i  i  i  n  i  m  i  iv  i  i  i  n  i  m  i  iv  i  i  in  |  m  \  iv 

1976  1977  1978  1979  1980 


Sources:  Dept  of  Labor;  Federal  Reserve  Board 
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Capital  Markets 


When  Art  Buchwald  agrees  with  Henry 
Kaufman,  you  just  know  the  bond  market 
has  to  be  in  serious  trouble.  . 

BARGAINS? 
MAYBE 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


Art  Buchwald,  the 
columnist -humor- 
ist, got  a  big  laugh 
recently  when  he 
told  commercial 
bankers  that  "it  is 
now  cheaper  to  bor- 
row from  my  local 
loan  shark  than 
from  my  commer- 
cial bank."  He  re- 
ceived an  even  louder  response  when 
he  asked  the  bankers,  "What  do  you 
do  with  bonds  that  show  a  loss?"  and 
the  answer  was,  "You  don't." 

The  whole  thing  isn't  so  funny 
though  for  bondholders,  especially 
municipal  bondholders.  The  way 
things  are  going,  I  am  convinced  mu- 
nicipal bond  prices  have  a  long  way 
further  to  go  down.  Here's  why: 

Banks  are  the  leading  buyers  of  tax- 
free  bonds  and  notes.  However,  they 
buy  and  hold  these  securities  only 
when  they  are  making  good  profits 
that  they  want  to  shelter  from  federal 
taxes.  That  is  not  likely  to  be  the  case 
this  year.  Bank  profits  will  be  badly 
squeezed  between  low  fixed  yields  on 
older  investments  and  the  soaring 
cost  of  getting  and  attracting  money 
through  money  market  certificates. 
With  fewer  profits  to  shelter,  the 
bankers  aren't  going  to  need  addition- 
al shelter.  They  won't  be  buying  mu- 
nicipal bonds. 

But  they  will  be  selling  them  in  or- 
der to  raise  money  for  making  neces- 
sary loans.  In  the  absence  of  buying 
interest,  they  will  be  forced  to  make 
substantial  concessions  in  price  to 
draw  bidders. 

My  advice  is:  If  you  are  going  to 
need  liquidity,  take  your  losses  now 
rather  than  wait  until  the  losses  get 
much  worse. 

Even  by  ordinary  arithmetic,  mu- 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


nicipal  bond  prices  and  yields  are  out 
of  line  with  rates  of  return  on  taxable 
issues.  As  this  is  written,  a  five-year, 
high-grade  tax-exempt  bond  sells  to 
yield  about  8%.  For  a  corporation  in  a 
46%  tax  bracket  that  comes  out  to  the 
equivalent  of  about  14.75%  before 
taxes.  The  same  day  that  municipal 
bonds  are  priced  to  yield  a  taxable 
equivalent  14.75%,  the  new  five-year 
Treasury  note  was  trading  to  yield 
14.4%.  A  differential  of  only  35  basis 
points  is  much  too  narrow.  It  should 
be  closer  to  100  basis  points.  Since  the 
Treasury  yield  is  not  likely  to  come 
down  soon,  tax  exempts  will  have  to 
fall  in  price  until  the  yield  is  up  to 
about  8.5% — assuming  no  further  de- 
cline of  the  Treasury  market,  and  that 
is  a  big  assumption. 

In  the  long-term  tax-free  bond  mar- 
ket, many  of  the  prime  issues  are 
priced  to  yield  9%.  Even  with  the  tax- 
exempt  feature,  this  yield  isn't  com- 
petitive with  the  13.5%  on  compara- 
ble Treasuries  or  15%  on  high-grade 
electric  utilities. 

The  bond  market  generally  is  a 
shambles.  The  popular  Southwestern 
Bell  Telephone  9s/ss  of  2019,  which 
were  sold  initially  at  99 Vi  on  Mar.  20, 
1979 — just  about  a  year  ago — were 
trading  at  71 'A  in  late  February.  Simi- 
larly, the  Treasury  9'/8S  of  May  15, 
2009,  sold  last  May  at  a  price  close  to 
par,  are  now  trading  at  70. 

In  view  of  the  ghastly  declines  late- 
ly— 30  full  points  in  the  past  year,  7 
full  points  in  a  single  day,  Friday,  Feb. 
22 — investors  are  literally  afraid  to 
touch  long-term  bonds.  One  man  I 
know  has  adopted  a  new  vocabulary — 
long-term  is  a  bond  that  matures  in  a 
year,  intermediate  is  six  months  and 
short-term  means  half  a  day. 

An  exaggeration?  Not  nearly  as 
much  of  one  as  you  might  think.  Few 
corporate  bonds  are  coming  to  market 
with  a  30-year  maturity.  Most  are  in 
the  seven-year  range  or  thereabouts. 
Even  at  that  maturity,  and  even  sport- 
ing an  Aa  rating,  seven-year  corpor- 


ates  are  priced  to  yield  15%. 

It  takes  a  brave  man  to  try  to  sell  a 
new  bond  issue  in  this  market  and  so 
Lehman  Brothers,  Kuhn  Loeb,  Inc.  de- 
serves some  kind  of  medal.  The  big 
firm  has  structured  a  $150  million 
State  of  Nebraska  Mortgage  Finance 
Fund  offering  to  appeal  to  those  who 
want  only  short  investments  and  to 
the  few  who  wish  to  go  long  to  take 
advantage  of  current  historically  high 
yields.  As  this  is  written,  the  under- 
writing agreement  had  not  yet  been 
signed  and  terms  were  still  in  a  pre- 
liminary stage,  but  you  can  see  what 
it  takes  to  sell  anything  in  this  market. 
The  $150  million  revenue  bond  issue, 
backed  by  home  mortgages,  consists 
of:  $19.5  million  due  in  2012;  small 
annual  maturities  from  1981  to  2000; 
$8.4  million  in  2011;  $75.8  million, 
which  also  comes  due  in  201 1. 

The  bond  maturing  in  2012  carries 
a — tax-free — return  in  preliminary 
discussions  of  9V2%.  These  bonds  are 
designated  for  the  debt  service  reserve 
fund.  It  is  expected  that  they  will  re- 
main outstanding  until  2012.  With  a 
tax-free  yield  of  almost  10%  for  32 
years,  these  Aa-rated  bonds  are  attrac- 
tive to  those  who  think  this  is  a  good 
time  for  bargain-hunting. 

The  shorter  maturities  have  been 
set  up  so  that  the  average  life  should 
be  well  under  the  widely  accepted  12- 
year  average  life  for  30-year  mort- 
gages. The  underwriters  are  counting 
on  massive  repayments  prior  to  matu- 
rity, which,  they  say,  is  typical  of  the 
Nebraska  area.  On  a  paydown  sched- 
ule assumed  to  be  400%  faster  than 
the  usual  FHA-VA  mortgage  pool,  the 
average  life  could  be  only  four  years — 
or  less. 

The  way  this  works  is  that  the  bond 
buyer  gets  both  principal  and  interest 
back  as  the  underlying  mortgages  get 
amortized;  if  the  mortgagee  prepays, 
the  bondholder  gets  prepaid,  too.  It 
would  also  be  possible  to  make  what 
amounts  to  a  full  32-year  investment 
by  purchase  of  the  9V2S  of  2012. 

In  effect,  the  buyer  can  go  either 
long  or  short  at  very  attractive  rates  in 
either  case  with  the  same  bond  issue. 
There's  a  potential  snag,  of  course.  If 
mortgage  money  remains  as  hard  to 
get  as  it  is  today,  even  Nebraskans 
may  not  be  paying  mortgages  in  ad- 
vance; in  that  case,  the  four-year  aver- 
age payoff  might  stretch  closer  to  the 
12  years  that  prevail  nationally. 

Good  luck,  Lehman,  Kuhn  Loeb.  As 
for  me,  I  would  rather  wait  for  the 
smoke  to  clear  somewhat  before  I 
jump  in.  ■ 
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Another  Record  \fcar 
forTransamerica 


In  1979  Transamerica's  operating 
earnings  totaled  S238.8  million,  a  15  percent 
gain  over  1978,  on  revenues  of  $4  billion. 
Operating  earnings  per  share  in  1979  were 
S3. 64,  compared  to  S3. 13  in  1978.  Return 


on  average  equity  for  1979  was  19.2  percent, 
our  best  ever. 

Record  performances  were  contrib- 
uted by  our  insurance,  finance,  transportation 
and  manufacturing  activities. 


Transamerica 


Mail  to: 
Transamerica  Corporation 
Corporate  Relations  Department  Name_ 
P.O.  Box  764K 

San  Francisco.  CA  94120  Address 


Please  send  me  a  copy  of  Transamerica's  1979  Annual  Report. 


City/State/Zip 


Stock  Comment 
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When  the  bootblack  once  again  becomes  a 
market  authority,  it's  time  to  watch  out. 

THE  MARKET 
OVERHEATS 


By  Heinz  H.  Biel 


Since  the  beginning 
of  the  year,  trading 
on  the  NYSE  has  av- 
eraged better  than 
50  million  shares  a 
day.  Such  sustained, 
heavy  volume  is 
without  precedent 
in  the  history  of  our 
stock  market.  What 
is  more  significant 
are  the  trading  data  for  the  American 
Stock  Exchange  and  especially  the 
over-the-counter  market,  where  turn- 
over already  had  reached  the  billion- 
share  mark  by  mid-February. 

While  the  heavy  activity  on  the 
NYSE  probably  should  be  attributed  to 
buying  by  investors,  who  have  be- 
come increasingly  fearful  of  inflation 
and  who  are  utterly  fed  up  with  bonds, 
these  people  are  usually  not  very  ac- 
tive in  ASE  and  over-the-counter  se- 
curities. There  are  many  meritorious 
stocks  in  these  markets  too.  Basically, 
however,  they  are  not  the  fields  for 
major  investors  but  rather  the  play- 
ground for  the  more  speculatively  in- 
clined stock  trader. 

I  have  no  objection  to  speculation. 
It  gives  life  and  liquidity  to  all  mar- 
kets. However,  I  do  feel  that  there  is 
reason  for  concern  when  speculation 
deteriorates  into  outright  gambling. 
This  becomes  increasingly  pro- 
nounced as  bull  markets  grow  older. 

When  a  ponderous  stock  like  Stan- 
dard Oi!  of  Indiana  moves  up  over  40 
points  in  a  matter  of  a  few  weeks, 
adding  some  $5  billion  to  its  market 
value,  just  because  it  drilled  a  seem- 
ingly significant  natural  gas  well  in 
Wyoming,  people  are  apt  to  think  that 
this  is  pretty  wild  stuff.  Actually, 
however,  this  is  tame  when  compared 
with  the  action  of  stocks  in  the  more 
speculative  markets,  particularly  of 

Heinz  H  Biel  is  a  vice  president  of  the  WSE 
Jinn  ofjqnney  Montgomery  Scott. 


companies  engaged  in  oil  and  gas  ex- 
ploration or  in  gold  and  silver  mining. 

Some  of  these  stocks  didn't  just 
double  or  triple  in  price.  They  multi- 
plied manifold.  There  is  always  a  per- 
fectly plausible  rationale  behind  such 
moves,  and  people  are  anxious  to  be- 
lieve these  siren  songs  because  they 
want  to  get  rich  quick.  It's  a  familiar 
story,  as  old  as  the  hills.  You  may 
recall  that  the  success  of  Four  Seasons 
Nursing  Centers  and  National  Student 
Marketing,  two  favorite  and  almost 
respectable  issues  of  the  late  Sixties, 
also  was  a  sure  thing — or  so  we  were 
told  at  the  time. 

If  people  want  to  gamble  in  stocks 
rather  than  bet  on  horses  or  play 
craps,  that  is  their  privilege.  But  when 
they  begin  to  believe  that  they  or 
their  brokers  are  geniuses  because 
they  have  been  picking  such  great 
winners,  and  when  the  bootblack 
once  again  becomes  a  stock  market 
authority,  then  it's  time  to  watch  out. 

There  are  more  symptoms.  The 
new-issue  market  is  getting  hot.  Word 
gets  around  (I  don't  know  how)  that 
the  new  XYZ  stock  should  be  bought, 
but  that  it  is  hard  to  get  any.  No  one 
has  seen  the  prospectus,  which  if  read 
and  understood  might  have  a  sobering 
effect.  It  goes  without  saying  that 
most  of  these  new-stock  issues  go  out 
of  the  window  these  days  and,  if  suffi- 
ciently touted  (by  word  of  mouth 
only,  of  course),  move  up  to  fat  premi- 
ums. Dejd  vu\ 

With  interest  rates  as  high  as  they 
are,  brokers  have  to  charge  over  16% 
on  their  customers'  debit  balances. 
This  has  not  cooled  off  the  ardor  of 
the  trader/speculator,  whose  margin 
debt  is  as  high  as  ever.  After  all,  if  you 
expect  to  double  your  money,  you 
couldn't  care  less  how  much  interest 
you  have  to  pay.  Even  an  increase  in 
margin  requirements  might  not  slow 
things  down.  At  least  not  right  away. 
Speculators  would  merely  view  it  as 
one  more  signal  that  the  boom  is  on. 

Finally,  as  the  entire  market  atmo- 


sphere heats  up,  good  and  solid  invest- 
ment stocks  are  treated  with  disdain. 
Even  stocks  with  excellent  records  of 
steady  earnings  and  dividend  growth 
are  shunned.  They  are  too  slow,  too 
pedestrian,  to  be  the  proper  vehicle 
for  a  bull  market.  While  the  specula- 
tive shenanigans  are  going  on,  no  one 
gives  a  hoot  that  a  pretty  good  stock 
like,  for  instance,  Travelers  Corp.  (36), 
the  insurance  giant,  sells  at  a  4.0  mul- 
tiple and  yields  6.9%. 

I  can  understand  the  unpopularity 
of  the  utilities.  In  an  era  of  inflation,  a 
regulated  industry  is  working  under 
an  inevitable  handicap.  Add  to  that 
the  problems  of  nuclear  power  plants, 
clean  environment,  soaring  construc- 
tion costs,  growing  difficulty  of  rais- 
ing needed  capital,  and  even  the  high 
yields  now  available  on  utility  stocks 
will  lose  their  luster. 

I  can  also  understand  investors'  re- 
luctance to  buy  GM  (49)  and  Ford  (31), 
but  a  year  from  now,  when  today's 
purchases  have  become  long-term 
holdings,  prospects  for  the  two  major 
automakers  may  be  a  lot  brighter  than 
they  are  today.  What  baffles  me,  how- 
ever, is  that  Chrysler,  whose  chance  of 
survival  is  slim  without  the  use  of 
artificial  respiration,  should  be  selling 
at  9.  I  think  the  bond  market,  where 
8%  Chrysler  bonds  are  selling  in  the 
40s,  is  a  better  judge  of  values. 

Another  group  that  has  failed  to 
participate  in  the  strong  market  of 
recent  months  is  the  retail  field — 
mail-order  houses,  department  stores, 
supermarkets.  I  don't  like  the  busi- 
ness, which  is  highly  competitive,  la- 
bor-intensive and  plagued  by  pilfer- 
age, but  the  shares  of  the  leading  com- 
panies are  certainly  getting  cheap. 

The  same  can  be  said  about  food 
stocks,  except  the  handful  of  compa- 
nies that  will  benefit  from  Coca- 
Cola's  recent  decision  to  use  HFCS 
(high  fructose  corn  sweeteners)  for 
half  of  the  sweetening  needed  to 
make  Coca-Cola.  But  many  others  are 
scraping  bottom — General  Foods  (27), 
Kellogg  (18),  Borden  (23),  Campbell 
Soup  (28),  Pillsbury  (32),  Procter  &  Gam- 
ble (72),  to  mention  just  a  few  of  the 
majors.  Of  course,  you  can't  compare 
them  with  stocks  of  companies  that 
hope  to  find  and  sell  oil  at  OPEC 
prices,  or  which  mine  gold  and  silver. 
Yet  the  food  industry  is  certainly  not 
devoid  of  growth,  and  its  stability  is 
as  good  as  its  profitability.  It  may  be 
an  unexciting  group,  but  investors 
who  buy  these  shares  at  present  prices 
will  eat  well  and  sleep  well  in  the 
years  ahead.  ■ 
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ranks  the  top 
500  companies  in 
Sales,  Profits,  Assets, 
Stock  Market  Value  and 
Number  of  Employees 


Plan  now  to  advertise  in  this  fact-filled  reference  on  America's 
.   top  companies.  For  more  information,  consult  your  local  FORBES 
Representative  or  contact:  Stephen  G.  Nicoll,  Director  of  Advertising, 
Forbes  Magazine,  60  Fifth  Avenue,  New  York,  NY  1 001 1 .  (21 2)  620-2200 


THE  NATION'S 
LARGEST  COMPANIES 
RANKED  FOUR  WAYS 


143rd  :M 
CONSECUTIVE  1 
QUARTERLY 
CASH  DIVIDEND 
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The  Board  of  Directors  of 
ENSERCH  Corporation  on 
January  31,  1980,  declared 
a  regular  quarterly  dividend 
of  39  cents  per  share  of 
common  stock,  payable 
March  3,  1980,  to  share- 
holders of  record  February 
15,  1980. 

For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Fi- 
nance, Dept.  C,  301  South 
Harwood,  Dallas,  Texas 
75201. 


CORPORATION 


Gold 

2  Peso  shown 
arger  Than  Actual  Size 


We'd  like  to  send 
you  a  FREE 
gold  coin  worth 
approx.  $40.«^«n 
—for  trying  an 
introductory 
subscription  to  our 
Rare  Coin  And  Stamp  Advisory. 

The  gold  Mexican  2  Peso  is  by  no  means  a  rare  com  but  it 
does  contain  approx.  $40  worth  of  gold  And,  it  gives  you  a 
chance  to  see  for  yourself  just  how  beautiful  gold  coins  can  be 

We  are  making  this  rather  unusual  offer— to  send  you  a 
gold  coin  worth  approx  $40  free,  to  introduce  you  to  our 
Rare  Coin  And  Stamp  Advisory.  Now  in  its  12th  year,  the  Ad- 
visory is  read  by  over  30,000  value  oriented  collectors 

The  Advisory  reports  trends  and  uncovers  special  limited 
situations  It  also  offers  you  a  chance  to  buy  rare  coins  and 
stamps  on  exceptionally  favorable  terms. 

The  Advisory  is  published  by  First  Comvestors,  one  of  the 
largest  publicly  owned  rare  com  and  stamp  firms  in  America 
Over  the  years,  First  Comvestors  has  built  its  reputation  on 
competitive  prices,  quality  coins  and  conservative  grading 
practices. 

A  subscription  to  our  Rare  Coin  And  Stamp  Advisory  sells 
for  $50  a  year  You  can  have  a  1-year  subscription  and  a 
gold  Mexican  2  Peso,  together  they're  worth  $90 

With  this  special  introductory  offer,  they're  both 
only  $50. 

LIMIT  —  1  GOLD  2  PESO  PER  COLLECTOR 
■  SPECIAL  OFFER  ------- 

FIRST  COINVESTORS,  INC.  0309 

200  I.U.  Willets  Rd.  •  Albertson,  N.Y.  11507 

Yes,  I'll  try  a  subscript  ion  io  your  Rare  Coin  And  Stamp  Ad- 
visory for  just  $50  Send  me  my  FREE  gold  2  peso  worth 
approx  $40, too1 

I  have  enclosed  my  CHECK  for  $50. 

Pima  Charge  $50  to  my:  □  Master  Charge  □  VISA  □  Am.  Exp. 

Card#  Exp.  Date  

Signature  

Print  Name  

Address  

City  _ 


State 


Zip. 


home  Tele.  # 


faraa  code) 


AKaw  4  5  weeks  for  delivery  No  Orders  Hted  Without  Tel.  #'s 

We  reserve  the  right  to  withdraw  this  otter  without  notice. 


Today's  investors,  are  monomaniacs;  they 
play  only  one  game  at  a  time,  and  that 
game  they  inevitably  play  to  excess. 

DON'T  SIT  ON  IT9 
IT  ROTATES 


By  S rally  Blot  nick 


Nothing  more  con- 
structive could  hap- 
pen to  the  stock 
market  at  this  point 
than  for  the  oil  and 
gas  stocks — until 
now,  my  favorite 
group — to  plummet 
in  price.  In  the  like- 
ly event  that  that 
strikes  you  as  a  neg- 
ative rather  than  positive  develop- 
ment, consider  for  a  moment  the  way 
most  investors  select  stocks. 

By  and  large,  they  play  the  favor- 
ites. Whatever  is  "in"  is  attractive,  no 
matter  how  dear.  Whatever  is  "out" 
they  overlook,  no  matter  how  cheap. 
If  the  action  is  in  Amex  oils,  that's 
where  they  want  to  be.  We  hear  so 
often  about  "the  rotation  of  market 
leadership" — in  which  first  one  group, 
then  another,  is  in  the  spotlight — it  is 
important  to  realize  that  the  process 
rarely  occurs  smoothly. 

In  recent  years,  especially  the  last 
two,  once  investors  seize  upon  the 
stocks  of  a  particular  industry,  they 
cling  to  them  tenaciously.  High  rates 
of  inflation  have  made  investors  des- 
perate. Instead  of  calmly  distributing 
their  investment  monies  across  a 
number  of  industries,  hoping  for  the 
stocks  of  at  least  one  to  subsequently 
skyrocket,  they  have  severely  limited 
their  selection.  In  essence,  for  the  last 
27  months  they've  been  playing  one 
stock  at  a  time. 

By  the  way,  that  does  not  mean  that 
everyone,  professional  and  amateur 
alike,  thus  pounces  upon  the  same 
few  issues-  Rather,  each  investor 
parks  his  hopes  and  anxieties  in  one 
stock.  ("Place  your  bets,  please,  ladies 
and  gentlemen.")  Just  as  at  the  track 
or  casino:  There  is  a  stack  of  chips  on 

Dr  Srully  Blotnick  is  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 


a  plurality  of  ponies  or  numbers,  but 
each  player  is  praying  for  just  one. 

What  are  investors  hoping  for  from 
each  such  stock?  Miracles,  of  course. 
If  you  have  only  one  chance  not  only 
to  keep  pace  with  inflation,  but  to 
beat  it,  it  would  be  absurd  to  seek  a 
small  rate  of  return.  The  greater  your 
fear,  the  narrower  your  focus,  the 
more  you  expect. 

To  the  extent  that  your  dream 
comes  true,  your  situation  may  get 
worse,  not  better — because  fewer 
than  3  investors  out  of  100  will  then 
say,  "This  group  has  gone  far  enough 
Let's  take  some  profits  and  play  an 
other."  No  matter  how  large  the  gain, 
they're  not  ready  to  cash  in  their 
chips.  Paradoxically,  the  better  the 
group  has  done,  the  more  they  expect 
from  it.  When  the  stock  hits  the 
clouds  they  expect  the  stratosphere, 
then  the  moon.  Remember,  they 
didn't  get  interested  in  the  stock  until 
it  started  taking  off.  Now  that  it  has 
made  a  substantial  move,  most  of] 
which  was  over  before  they  got  there, 
they  are  mesmerized. 

What  will  make  them  go  on  to  a 
different  group?  Only  one  thing.  Their 
star  performer  has  to  start  to  sputter 
before  they  are  drawn  to  another  can 
didate.  In  short,  rotation  of  market 
leadership  does  not  occur  voluntarily 
but  instead  requires  that  investors  be 
given  a  vigorous  shove.  Their  expecta- 
tions— bloated   to   begin  with  and 
grown  more  so  by  the  stock's  subse 
quent  success — first  have  to  be  disap 
pointed.  Otherwise  they  remain  hyp 
notized,  waiting  tensely  for  still  more 
spectacular  gains  from  their  best  per 
former.   Only  when  their  favorite 
group  begins  to  sink  are  they  seriously 
ready  to  look  elsewhere. 

What  does  that  have  to  do  with  the 
oil  and  gas  stocks?  In  the  past,  the 
investment  miracles  being  awaited 
from  the  favored  group  were  based  on 
anticipated  earnings.  Not  this  time 
thanks  to  the  oil  and  gas  companies' 
unique  strength  in  two  usually  dis 
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tinct  areas:  assets  and  earnings. 

Ever  since  1959,  when  I  first  began 
preliminary  studies  on  a  variety  of 
small  groups  of  investors,  it  has  fasci- 
nated me  that  the  majority  fell  into 
two  categories  based  on  their  interest 
in  either  assets  or  earnings,  but  not 
both.  Generally  speaking,  younger  in- 
vestors favor  earnings,  while  older  in- 
vestors look  with  greater  favor  on  as- 
sets. Investors  in  the  middle  range — 
ages  36  to  55 — are  confused,  since 
they  like  both,  and  hence  resolve  the 
confusion  by  going  along  with  what- 
ever the  popular  view  happens  to  be 
during  that  period. 

Sometimes  (for  example,  in  1968)  it 
is  a  "youth-oriented"  market,  and 
companies  with  no  assets  but  with 
the  prospect  of  great  earnings  are  in 
vogue.  At  other  times  it  is  an  "el- 
ders' "  market  (for  example,  in  1963), 
and  companies  rich  in  assets  but  with 
modest  earnings  are  in  favor. 

The  current  spasm  of  exorbitant  in- 
vestor enthusiasm  for  oil  stocks  is 
founded  on  a  similar  confusion.  When 
I  ask  investors,  "What  will  happen  if 
the  rate-of-earnings  growth  seen  in 
recent  quarters  slows  significantly?" 
they  reply,  "Who  cares?  Look  at  those 
assets  [i.e.,  principally  reserves  of  oil 
and  gas]."  And  when  I  ask  about  com- 
panies whose  assets  are  rather  mod- 
est, given  the  stock's  elevated  price, 
they  again  say,  "So  what?  They're  ex- 
ploring hard  and  they'll  earn  a  fortune 
in  the  future."  Pump  it  (equals  earn- 
ings), leave  it  in  the  ground  (equals 
assets),  it  doesn't  matter.  Any  way 
investors  look  at  it,  they  feel  they 
simply  cannot  lose. 

So  the  oil  stocks  have  become  what 
would  be  a  marketing  man's  dream  in 
any  other  business.  They  appeal  to  all 
ages,  sexes  and  classes.  A  universally 
popular  product.  And  this  has  allowed 
investor  expectations  finally  to  soar 
this  week  to  an  unsustainable  level. 
Some  investors  argue  that  the  oils 
aren't  too  high  because  their  P/Es  are 
still  relatively  low.  That's  absurd, 
since  the  oils  have  not  traditionally 
been  accorded  high  ones. 

Too  many  of  the  people  now  play- 
ing the  oil  stocks  are  kicking  them- 
selves for  not  having  become  million- 
aires during  the  gambling,  gold,  silver 
and  real  estate  boom.  As  far  as  these 
investors  are  concerned,  this  is  their 
last  chance.  Thanks  to  their  confused 
assets-and-earnings  view  of  oil  com- 
panies, they  think  they're  acting  ra- 
tionally and  reasonably  at  last.  Don't 
you  believe  it.  My  advice:  Everybody 
out  of  the  pool.  ■ 


Value  Line  looks  at . . . 

STOCKS  PRICED  BELOW 
NET  WORKING  CAPITAL 

And  at  discounts  up  to  82%  off  tangible  book  value 

These  are  very  special  situations— something  like  cash  at  a  discount. 
The  per-share  liquidating  values  of  these  stocks  are  greater  than 
their  recent  market  prices. 

A  company's  net  working  capital  is  the  current  assets  (cash  and 
equivalents)  that  would  remain  if  ALL  liabilities  and  preferred  stock 
were  to  be  retired. 

Of  1700  stocks  under  review  by  The  Value  Line  Investment  Survey, 
we  now  pinpoint  28  stocks — including  some  big  names — currently 
selling  below  net  working  capital  per  share  (Value  Line  Feb.  1).  .  . 
and  as  much  as  82%  below  tangible  book  value  per  share. 

SPECIAL  STOCK  SELECTORS 

The  list  of  stocks  in  the  above  category  will  come  to  you 
automatically  under  the  offer  below.  .  .  along  with  several  other 
Special  Stock  Selectors  now  updated  every  week  in  the  expanded 
Value  Line  Survey,  including: 

HIGHEST  YIELDS— The  yields  recently  ranged  from  10.9%  to 
13.5%. 

HIGHEST  APPRECIATION  POTENTIAL— -The  potentials 
recently  ranged  from  240%  to  600%  (Value  Line  Feb.  1). 
MOST  TIMELY  STOCKS— The  100  stocks  currently  ranked  1 
(Highest)  and  the  300  ranked  2  (Above  Average)  by  Value  Line  for 
Probable  Price  Performance  in  the  Next  12  Months— relative  to  all 
1700  stocks  under  regular  review. 

CONSERVATIVE  STOCKS— The  stocks  ranked  1  (Highest)  and 
2  (Above  Average)  for  Safety— relative  to  all  1700  stocks. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  introductory  10-week  trial 
subscription  to  the  Value  Line  Investment  Survey  for  only  $33 — 
about  half  the  regular  price — providing  you  or  any  member  of  your 
family  has  not  had  a  subscription  in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you  will  receive  the  2000-page  In- 
vestors Reference  Service  (covering  more  than  1700  stocks)  which 
will  be  updated  every  week— and  the  96-page  booklet,  "Evaluating 
Common  Stocks."  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  that  you  can  quickly  turn  to  a 
continually  updated  report  on  almost  any  leading  stock. 

Send  your  check  or  money  order  along  with  your  name,  address 
and  zip  code  together  with  this  ad  to: 


SIGNATURE 


NAME  (please  print) 


THE  VALUE  LINE  INVESTMENT  SURVEY  \< 

ARNOLD  BERNHARD  4  CO., INC.,  71 1  THIRD  AVE  ,  NEW  YORK, N.Y.I  0017 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  two  bonuses  list- 
ed above  Check  for  $33  is  enclosed.  (Trial 
subscriptions  must  be  accompanied  by  pay- 
ment.) 

SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size 
CREDIT  CARD'CALCULA-  llOTlM^i 
TOR  (with  full  memory) 
given  to  you  when  you  order 
The  Value  Line  Investment 
Survey  for  one  year— and 

send  payment  now.  CITY  STATE  ZIP 

□  1  year  for  $330.  My  payment  is  enclosed— 
send  me  the  CALCULATOR  as  my  extra 
special  bonus.  (There  are  no  restrictions  with 
this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for  $330. 
(Does  not  include  the  calculator.) 


316L17 


ADDRESS 


APT.  NO. 


GUARANTEE:  If  dissatisfied  for  any  reason.  I 
may  return  material  within  30  days  for  full  re- 
fund of  the  fee  I  have  paid.  Subscription  tax- 
deductible  and  nonassignable.  Foreign  rates 
on  request.  (NY  residents  add  sales  tax.) 
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Today  your  heart  will 
pump  4,300  gallons  of 
blood  through  6QOOO 

miles  of  blood  vessels. 

What  are  you  doing 
to  help? 

One  way  to  help  your  heart  is  to  help 
the  people  who  fight  the  diseases  that 
can  stop  it. 

That's  us.  The  American  Heart  Assoc- 
iation. 

We're  doing  everything  in  our  power 
to  fight  the  leading  cause  of  death  in  this 
country:  heart  disease  and  stroke.  With 
scientific  research,  professional  and 
public  education,  community  health 
programs,  and  many  more. 

Help  your  heart  Help  us  fight  heart 
diseases. 

Your  money  is  our  ammunition. 

Please  give  generously  to  the 
American  Heart  Association.  ($) 
WE'RE  FIGHTING  FOR  YOUR  LIFE. 


UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  44  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  April  1,  1980  to 
shareholders  of  record  at  the 
close  of  business  February  29, 
1980. 

R.  E.  FONVIILE 

Secretary 

Dallas,  Texas 
February  15,  1980 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


OWN  YOUR  OWN 

MONEY  BUSINESS 

"BECOME  A  FINANCIER" 

UTILIZE  OVER  2,000  SOURCES  OF  CAPITAL 
Ideal  for  executive  type  person.  Operate  from 
your  own  dignified  professional  office.  Clients 
come  to  you  for  Business  Capital  Assistance. 
Must  be  sincere  with  a  well-rounded  business 
background.  Instant  Hi  income  potential  foi  right 
person. 

$18,000  CASH  REQ. 

Call  Mr.  Van  (213)  463-4841 

or  write:  Computer  Capital  Corp. 
Dept.  5.  6922  Hollywood  Blvd. 
Los  Angeles.  CA  90028 


By  Ann  C.  Brown 


Stock  Ifends 


No  opinion-taker  has  ever  knocked  on  my 
door  to  record  my  views.  Therefore,  I  have 
decided  to  ask  myself  a  few  questions. 

YOO  HOO, 
DR.  BLOTNICK 


capital  appreciation  plus  dividend  in- 
come. (The  top  ten  performers  aver- 
aged over  6  times  the  inflation  rate.) 
What's  more  important,  almost  all  of 
the  stocks  I  recommended  were  big 
capitalization,  Big  Board  issues.  The 
really  spectacular  gains  last  year  were 
made  by  hot  little  numbers  on  the 
American  Exchange  and  over-the- 
counter,  where  the  purchase  of  a  few 
hundred  shares  could  pop  the  prices 
10%  or  more  in  a  single  day. 

What  stocks  do  you  currently  like? 

High  on  my  list  are  low-multiple 
companies  that  are  selling  under  book 
value  and  way  under  replacement-as- 
set value.  Their  time  is  coming  as 
investors  continue  to  flee  from  cash 
and  into  the  ownership  of  plants  and 
equipment  that  have  demonstrated 
earnings  power.  American  Hoist  &  Der- 
rick (21)  is  selling  at  about  two- thirds 
of  book  value  and  is  expected  to  earn 
around  $4  per  share  this  year.  Great 
Lakes  International  (23)  is  also  selling 
below  book  and  could  earn  as  much  as 
$5.50  per  share  this  year  now  that  it 
has  moved  its  machinery  from  the 
Middle  East  to  friendlier  waters.  Be- 
cause of  the  threat  of  wage-and-price 
controls,  I  would  currently  avoid  com- 
panies that  fit  this  description  but 
which  also  have  high  government 
profiles — like  the  steel  companies,  the 
chemical  companies,  the  rubber  com- 
panies, etc. 

Since  the  wage-and-price  scenario 
may  move  from  a  possibility  to  aj 
probability,  I  like  companies  whose 
earnings  held  up  remarkably  well  dur- 
ing the  last  futile  exercise  in  controls. 
In  general,  service  companies  did 
well.  Today,  Capital  Cities  Communica- 
tions (47),  McDonald's  Corp.  (43)  and 
UN  Broadcasting  (43)  all  appear  reason- 
ably priced  on  earnings  expectations. 
High-technology  companies  also  did 
well  but  most  of  them  appear  fairly 
valued  after  their  recent  runups,  with 
the  possible  exception  of  IBM  (67).  As 
one  of  my  wittier  friends  put  it:  "Iff 
IBM  gets  much  cheaper,  it'll  look  like 


As  you  no  doubt 
know,  one  of  my 
columnist  col- 
leagues in  Forbes, 
Dr.  Srully  Blotnick, 
conducts  an  ongoing 
survey  of  what  a 
goodly  cross  section 
of  Americans  have 
on  their  collective 
minds  when  it 
comes  to  things  economic.  Somehow 
I  fail  to  fall  into  his  sample — or  any- 
one else's  for  that  matter.  For  years  I 
have  been  waiting  for  an  opinion-tak- 
er to  knock  on  my  door  and  record  my 
views.  The  only  inquiry  I  ever  got  was 
from  the  Census  Bureau,  which  want- 
ed to  know  how  many  bathrooms  I 
had.  Therefore,  I  have  decided  to  ask 
myself  a  few  questions  related  to  the 
stock  market  and  its  future. 

Do  you  think  there  will  be  wage-and- 
price  controls? 

I  hope  not.  We've  been  that  route 
before  and  all  it  did  was  to  cause 
shortages  and  bottlenecks  and  exacer- 
bate inflation  once  the  controls  were 
removed  and  everyone  began  playing 
catch-up  ball.  However,  I  read  some- 
body's survey  the  other  day  that  stat- 
ed that  65%  of  the  public  was  in  favor 
of  controls.  Mr.  Carter,  who  has  here- 
tofore taken  a  strong  stance  against 
them,  might  find  it  "in  the  national 
interest  [not  to  mention  his  own)  in 
these  critical  times"  to  reimpose 
them  on  a  "temporary"  basis. 

Do  you  think  stocks  are  a  good  infla- 
tion hedge? 

You  bet  your  booties,  I  do — assum- 
ing you  exercise  a  little  judgment  in 
selection  and  timing.  The  average 
gain  of  all  65  stocks  I  recommended  in 
my  column  in  1979  was  twice  the  in- 
flation rate  on  a  total  return  basis — 

Ann  C.  Brown  is  executive  vice  president  of  the 
New  York  investment  firm  of  Melhado,  Flynn  & 
Associates. 
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a  takeover  candidate."  After  a  disap- 
pointing 1979,  due  to  a  change  in  the 
lease/sales  ratio,  earnings  look  like 
they're  getting  back  on  track,  with 
$5.75  to  $6.75  per  share  estimated  for 
1980  and  $6.75  to  $7.50  in  1981. 

Special  situations  are  always 
around,  and  Trinity  Industries  (27), 
which  has  a  substantial  rail-car  back- 
log, could  earn  $3  per  share  in  the 
fiscal  year  ending  this  Mar.  31,  and 
perhaps  as  much  as  $5  next  year.  Wol- 
verine World  Wide  (13),  maker  of  Hush 
Puppies  shoes,  should  benefit  from 
the  lower  cost  of  pigskin  vis-a-vis 
cowhide.  Estimates  are  for  $2-plus  per 
share  in  the  year  just  ending,  and 
around  $2.50  for  fiscal  1981. 

Do  you  think  there  will  be  a  recession 
in  1980? 

Since  I  correctly  predicted  that 
there  wouldn't  be  one  in  1979,  I  have 
a  one-year  reputation  for  Tightness 
riding  on  this  answer.  My  guess  is 
that  there  won't  be  a  recession  this 
year  either.  Full-blown  recessions  are 
harder  to  come  by  these  days  than 
they  used  to  be.  First  of  all,  the  coun- 
try has  been  moving  away  from  indus- 
try to  service,  and  service  workers 
have  a  remarkably  tenacious  way  of 
keeping  their  jobs.  Second,  the  demo- 
graphics show  we  are  in  the  baby- 
boomers'  peak  acquisition  years  and 
that  should  help  keep  the  wheels  of 
:ommerce  turning.  Third,  the  wide- 
spread use  of  computers  has  proven 
lighly  successful  in  monitoring  in- 
ventory buildups  so  that  production 
:utbacks  can  be  made  on  a  more  grad- 
ual basis,  not  all  at  once,  as  in  the  bad 
aid  days.  Fourth,  this  is  an  election 
^ear,  and  Congress  and  the  Adminis- 
iration,  which  have  kept  relatively 
:ight  reins  on  government  spending 
jver  the  recent  past,  are  loosening  up 
:he  purse  strings.  With  the  public 
>trongly  behind  an  increase  in  defense 
spending,  higher  budget  deficits  will 
)e  easier  to  explain,  even  if  much  of 
:he  money  is  spent  on  patently  politi- 
:al  pork-barrel  projects. 

To  be  sure,  the  automobile  and 
lousing  industries  are  taking  it  in  the 
:hops,  but  these  are  exceptional  situa- 
ions  brought  about  by  a  variety  of 
actors.  In  the  case  of  Detroit,  the  big 
problem  is  product.  Too  many  low- 
nileage  big  cars  when  customers 
vant  high-mileage  small  cars.  (Wit- 
less the  strength  in  foreign-car  sales.) 
\.s  for  housing,  the  problem  is  basical- 
y  interest-rate  related. 

Do  you  think  that  interest  rates  are 
•oing  to  come  down? 

Yoo  hoo,  Ben  Weber  man.  ■ 


TAX-FREE 


LOOK  TO  THE  STARS  FOR 


All  of  the  income  earned  by  /f^p- 
Fidelity  High  Yield  Municipals  jf$^ 
is  currently  exempt  from  fed-  w 
eral  income  taxes* 

The  Fund  seeks  higher  tax-free 
income  than  any  other  fully  managed 
municipal  bond  fund.  Our  broadly 
diversified  portfolio  consists  pri- 
marily of  high-yielding  A  and  BAA 
rated  bonds.  There  is  no  sales  charge. 
There  is  a  free  reinvestment  option. 

Call  today  and  find  out  more 
about  The  Fund  that  rates  five  stars. 

CALL  FREE 
(800)  225-8190 

In  Mass.  call  collect  (617)  523-1919 

*A  portion  may  be  subject  to  state  or  local  taxes. 


HIGH  100%  TAX-FREE  YIELD. 


FIDELITY 
HIGH  YIELD 
MUNICIPALS 

RO.  Box  832.  Dept.  JB03  1780 

82  Devonshire  St.,  Boston,  Mass  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  

Address  

City  State  Zip  


■   Fidelity  Group 


J|^^^     Over  $6  billion  of  assets  under  management. 


One  Grand  opportunity. 


No  sales 
charge 


High  yield  with  just 
$1000  or  more.  (Call 
for  current  yield. 

No  redemption 
penalties 

Phone  purchases 
and  withdrawals 
possible 

Daily 
liquidity 


Free 
checkwriting. 

Low-cost 
management. 

Good  stability 
•   through  quality 
bonds. 


*Call  free  1-800-638-5660. 

If  busy,  or  in  Maryland,  call 
301-547-2136  collect. 


Rowe  Price  A6 
New  Income  Rind,  Inc. 

100  East  Pratt  Street,  Baltimore,  Md.  21202 

Name  

Address   

 Zip  

For  more  complete  information,  including  the  management  fee  and 
other  charnes  and  expenses,  obtain  a  prospectus.  Read  it  carefully 
before  you  jnvestor  send  money. 
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iVRj[Nr.T  ©t  Irs  Vbo  1  MhN  la 

If  South  Africa  falls,  the  West  will  have  to 
submit  to  extortion  over  vital  minerals  or 
go  to  war  against  superior  Soviet  forces. 

WORSE  THAN 
OPEC? 


By  John  Train 


In  his  fortresslike 
office  in  Lusaka, 
Zambia,  Dr.  Vassily 
Solodovnikov,  Sovi- 
et ambassador  to 
that  unhappy  coun- 
try, contemplates 
the  prospect  to  the 
south  and  finds  it 
good.  Dr.  Solodovni- 
kov, also  of  the 
KGB,  is  masterminding  the  Soviet 
campaign  in  southern  Africa,  and  so 
far  he  is  succeeding  splendidly. 

Angola  (which  may  turn  out  to  be 
America's  Munich)  has  fallen  into  his 
hands,  although  it  is  still  twitching, 
along  with  Mozambique,  which 
blocks  Rhodesia's  access  to  the  sea. 
The  SWAPO  guerrilla  gang  hopes  to 
get  South-West  Africa/Namibia  under 
control.  Like  a  chessplayer  exchang- 
ing a  knight  for  a  castle,  the  Soviets 
have  traded  up  from  Somalia  to  Ethio- 
pia. Rhodesia  looks  promising  for 
Moscow.  Communist  terrorists 
(quaintly  called  "freedom  fighters" — -a 
Newspeak  term  supposedly  coined  by 
Stalin  himself)  are  being  trained  in 
Cuba  and  Russia.  And  a  real  freedom 
fighter,  Angola's  Savimbi,  gets  no 
hearing  at  all  when  he  comes  to 
America. 

Just  as  the  Emperor  Napoleon  re- 
duced European  countries  to  vassals  of 
his  empire  under  the  banner  of  liherte, 
so  too  the  Russian  Empire  is  extend- 
ing its  grip  over  Africa  under  the  ban- 
ner of  "liberation,"  like  a  soldier  "lib- 
erating" bottles  of  cognac. 

But  what  is  the  point  of  all  this? 
Does  Dr.  Solodovnikov  generously 
want  to  take  over  all  the  aid  programs 
of  the  previous  colonists? 

No,  the  prize  Dr.  Solodovnikov  is 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


reaching  for  is  far,  far  more  valuable 
than  that.  If  he  can  grab  Africa,  he 
could  achieve  a  stranglehold  on  the 
whole  industrial  world.  Here  is  his 
plan,  which,  incidentally,  is  frankly 
discussed  by  Soviet  strategists: 

•  Take  over  the  countries  surround- 
ing South  Africa. 

•  Sponsor  guerrilla  incursions  into 
South  Africa  itself. 

•  Provoke  a  civil  war  in  South  Afri- 
ca, and  pour  in  military  support  to  the 
U.S.S.R. -backed  faction. 

Since  South  Africa  and  Russia  to- 
gether— by  a  geological  freak — control 
virtually  all  the  reserves  of  several 
minerals  that  are  indispensable  in 
modern  industry,  the  Soviet  Union 
then  will  be  able  to  hold  the  Western 
World  to  ransom  to  an  extent  never 
dreamed  of  by  OPEC.  If  South  Africa 
falls,  the  West  will  have  to  submit  to 
extortion  over  these  minerals  or  go  to 
war — against  superior  Soviet  forces. 

Chrome  is  indispensable  in  making 
stainless  steel,  for  which  there  is  no 
substitute  in  many  industrial  applica- 
tions. It  has,  interestingly,  been  estab- 
lished beyond  any  doubt  that  the  U.S., 
obeying  the  U.N.  sanctions  against 
Rhodesia,  has  bought  Rhodesian 
chrome  through  Russia. 

Vanadium  is  a  key  alloy  in  special 
steels. 

Manganese  is  used  for  battery  elec- 
trolytes and  for  hardening  steel. 

Platinum,  which,  as  a  catalyst,  vast- 
ly facilitates  some  chemical  reactions 
without  being  itself  consumed,  is  at 
the  moment  chiefly  used  for  catalytic 
converters  in  automobiles.  The  metal 


is  also  indispensable  in  crystal  growth 
and  glass  manufacture,  since  platinum 
is  the  only  material  that  can  contain 
certain  chemicals  without  contami 
nating  them  or  succumbing  to  oxida 
tion  in  the  open  air. 

Some  of  these  metals  are  inter- 
changeable, but  losing  southern  Africa 
would  expose  us  to  the  loss  of  all  of 
them,  which  would  mean  that  Pitts 
burgh  could  be  closed  down  after  the 
months  or  few  years  that  our  stock- 
pile lasted.  It  would  take  us  years  to 
open  new  mines,  at  immense  cost. 

The  opportunities  for  blackmail  in 
this  situation  are  outstanding.  Al- 
ready the  threat  of  Russian  military 
and  economic  power  prevented  our 
former  loyal  ally,  Turkey,  from  mak 
ing  any  protest  when  Russian  planes 
flew  over  its  territory  to  support  their 
putsch  in  Ethiopia.  Will  not  the 
French  hesitate  to  intervene  once 
again  against  Russian-sponsored  take 
overs  in  Africa,  or  the  Scandinavian 
and  Benelux  countries  to  assume  their 
share  of  the  NATO  job,  if  the  price 
could  be  a  Russian-induced  denial  of 
strategic  minerals? 

Alas,  the  irrational  fury  of  some 
groups  in  the  U.S.  who  do  not  want  to 
give  South  Africa  the  time  it  needs  to 
solve  its  racial  problems.  They  are 
playing  Dr.  Solodovnikov's  game.  In 
an  upheaval  in  South  Africa  stimulat 
ed  by  Western  political  and  economic 
pressures  or  Third  World-sponsored 
sanctions,  the  power  that  finally  came 
to  the  top  most  likely  would  be  with 
terrorists  controlled  by  Russia. 

Dr.  Solodovnikov  waits  patiently. 
He  can  afford  to.  Things  are  going  his 
way.  To  be  sure,  people  in  Africa 
switch  sides  when  circumstances 
change.  As  Dr.  Solodovnikov  himself 
told  a  friend  of  mine,  the  only  truly 
reliable  communists  in  Africa  are  the 
white  ones — such  as  in  Angola  and 
South  Africa — of  which  there  aren't 
very  many.  On  the  other  hand,  no- 
body enlists  under  the  banner  of  the 
weak.  The  weak  get  sympathy,  but 
not  respect.  Sympathy  won't  get  U.S. 
industry  the  platinum,  chrome  or  va- 
nadium it  so  badly  needs.  ■ 


World  mineral  reserves 

Mineral 

U.S.S.R. 

South  Africa 

Combined 

Chrome 

13% 

86% 

99% 

Vanadium 

33 

64 

97 

Manganese 

45 

48 

93 

Platinum 

1 

83 

84* 

*98%  if  Rhodesia  is  inc 

luded. 
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Gasohol  advocates  believe  it  solves  two 
Problems  at  once:  It  reduces  surplus  corn 
supplies  and  foreign  oil  dependence. 

FEED  GRAINS 
AS  FUEL 


By  Stanley  W.  Angrist 

Since  the  President 
announced  the  grain 
embargo  of  the  Sovi- 
et Union,  there  has 
been  a  lot  of  talk 
about  to  what  use 
the  embargoed  corn 
could  be  put.  The 
Administration  says 
that  it  would  like  to 
use  some  of  the  corn 
to  produce  gasohol — a  mixture  of  90% 
gasoline  and  10%  ethanol,  an  alcohol 
distilled  from  corn. 

The  advocates  of  a  national  gasohol 
program  believe  that  it  helps  to  solve 
two  problems  at  once:  It  reduces  our 
supplies  of  surplus  corn  and  our  de- 
pendence on  foreign  oil.  A  recent  re- 
port by  the  Leslie  Analytical  Organi- 
zation for  Thomson  McKinnon  pre- 
sents an  interesting  analysis  of 
widespread  gasohol  production. 

Present  U.S.  ethanol  production  is 
estimated  at  about  200,000  gallons  per 
day,  which  implies  a  gasohol  produc- 
tion of  730  million  gallons  per  year. 
The  current  yield  factor  of  2.7  gallons 
af  ethanol  per  bushel  of  corn  trans- 
lates back  into  27  million  bushels  of 
:orn  per  year — about  xh  of  1  %  of  cur- 
rent U.S.  corn  production. 

Annual  U.S.  gasoline  consumption 
rias  been  running  around  110  billion 
gallons.  However,  since  the  dramatic 
price  increases  of  last  year,  consump- 
tion is  down  about  5% .  If  one  assumes 
that  our  entire  gasoline  production 
were  converted  to  gasohol  this  would 
require  1 1  billion  gallons  of  ethanol 
annually  and  could  consume  4  billion 
rxishels  of  corn.  That  is  slightly  more 
:han  half  of  this  year's  record  corn 
production  of  7.8  billion  bushels.  Not 
even  the  most  enthusiastic  gasohol 
promoter  envisions  annual  produc- 

tanley  W  Angrist  is  a  professor  at  Carnegie- 
Aellon  University,  and  the  author  of  Sensible 
peculating  in  Commodities. 


tion  of  110  billion  gallons. 

An  optimistic  forecast  for  eight 
years  hence  projects  a  production  of 
20  billion  gallons,  which  would  re- 
quire 2  billion  gallons  of  ethanol  and 
about  740  million  bushels  of  corn 
(slightly  less  than  10%  of  this  year's 
corn  crop).  Twenty  billion  gallons  of 
gasohol  would  supply  the  gasoline 
needs  of  Iowa,  Illinois,  Missouri,  Ne- 
braska and  Minnesota,  where  over 
half  the  total  U.S.  corn  crop  is  grown. 

There  are  two  main  methods  of  ex- 
tracting ethanol  from  corn.  The  fer- 
mentation method  is  the  simplest, 
least  expensive  and  most  easily  adapt- 
ed to  on-farm  production.  A  typical 
on-farm  still  could  produce  about  160 
gallons  of  ethanol  per  day.  Besides 
ethanol,  the  major  by-product  from 
the  fermentation  process  is  direct  dis- 
tiller grains  (DDG),  which  can  be  fed 
to  livestock.  Livestock  feeding  stud- 
ies show  that  DDG,  or  DDG  com- 
bined with  urea,  make  excellent  feed 
grains.  Depending  on  the  assump- 
tions one  makes  in  the  analysis,  a  net 
return  of  over  $1  per  bushel  can  be 
achieved  by  a  farmer,  after  all  costs, 
when  one  includes  the  return  from 
the  ethanol  and  the  DDG. 

The  other  method  of  ethanol  pro- 
duction is  the  wet  milling  process, 
which  is  more  complex  and  requires  a 
large  industrial-type  plant.  An  aver- 
age-size plant  produces  about  20  mil- 
lion gallons  of  ethanol  per  year  and 
would  consume  7.4  million  bushels  of 
corn.  The  wet  milling  process  extracts 
starch  from  corn,  which  is  then  dis- 
tilled into  ethanol.  In  addition  to  pro- 
ducing 2.7  gallons  of  ethanol  per  bush- 
el, wet  milling  also  yields  9.9  pounds 
of  gluten  feed,  3.6  pounds  of  cornmeal 
and  1.6  pounds  of  corn  oil.  Both  gluten 
feed  and  cornmeal  are  suitable  for 
livestock  feeding.  Again  depending  on 
one's  assumptions,  wet  milling  can 
yield  a  net  return  of  somewhere  be- 
tween 50  cents  and  $1  per  bushel 
above  costs. 

The  opponents  of  gasohol  produc- 


tion believe  that  such  a  program  cre- 
ates more  problems  than  it  solves. 
They  have  raised  the  following 
points:  1)  Large-scale  gasohol  produc- 
tion could  disrupt  the  soybean  meal 
industry;  2)  the  ability  to  divert  feed 
grains  to  energy  will  be  weather  de- 
pendent and,  therefore,  assigning 
large  amounts  of  grain  to  gasohol  pro- 
duction cannot  be  done  with  certain- 
ty; 3)  ethanol  production  would  de- 
crease corn  for  export  on  which  a 
large  portion  of  the  world  depends. 

These  objections  can  be  answered 
in  the  following  way:  U.S.  grain  pro- 
duction is  not  running  near  capacity. 
Even  with  4  million  acres  out  of  pro- 
duction due  to  the  1979  set-aside  pro- 
gram, the  U.S.  still  harvested  a  record 
corn  crop,  which  will  result  in  the 
highest  carry-over  since  1964.  If  most 
of  these  acres  were  brought  into  pro- 
duction, about  half  of  the  required  2 
billion  gallons  of  ethanol  could  be  pro- 
duced from  corn  raised  on  this  land. 
Furthermore,  as  ethanol  production 
becomes  widespread  and  profitable, 
presumably  some  soybean  acres 
would  be  shifted  to  corn  production. 

Moreover,  the  world  has  an  insatia- 
ble appetite  for  protein,  but  it  pro- 
duces an  abundance  of  starch  and  fats. 
Fermentation  and  wet  milling  convert 
the  starch  content  of  corn  to  ethanol 
and  leave  a  residue  of  protein  meal. 
This  way  the  protein  content  of  corn 
is  raised  from  a  10%  to  a  30%  concen- 
tration. The  world  is  not  denied  pro- 
tein and  shipping  costs  are  reduced. 

Gasohol  consumption  in  the  U.S.  is 
in  its  infancy.  By  the  mid-  to  late 
1980s  gasohol  production  could  reach 
10  billion  to  20  billion  gallons.  That 
would  displace  1%  to  2%  of  our  cur- 
rent gasoline  consumption  and  could 
consume  5%  to  10%  of  our  current 
corn  crop.  At  current  prices  such  a 
trade-off  seems  like  a  good  bet,  and 
we  should  commence  on  a  gasohol 
program  immediately. 


An  interesting  spread 

Belly  and  hog  prices  are  doing  funny 
things.  Only  once  (1971)  in  the  last 
ten  years  have  belly  prices  sold  within 
100  points  of  hog  prices.  In  recent 
weeks  the  price  of  July  bellies  have 
approached  the  price  of  July  hogs.  A 
reasonable  spread  then  would  be  to 
buy  July  bellies  and  sell  July  hogs  at 
100  points  premium  the  bellies  or 
less.  Margin  should  be  only  what  is 
required  for  bellies — about  $1,200.  I 
would  risk  no  more  than  100  points 
($360)  from  my  entry  position.  ■ 
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\fenture  Capital 


MONEY  &  INVESTMENTS 


"I  am  not  a  stock  player;  I  am  a  people 
player, "  says  venture  capitalist  Fred  Adler. 

WHY  SECURITY 
ANALYSTS  GO 
WRONG 


By  Thomas  P.  Murphy 

Venture  capital 
has  its  successes, 
but  few,  if  any, 
match  Fred  Adler, 
54,  the  lawyer- 
turned- doc  tor-for- 
troubled-companies 
and  then  venture 
capitalist.  Starting 
in  1968  Adler  has 
since  parlayed  his 
$100,000  grubstake  into  $20  million. 
That's  the  public  record;  it's  probably 
more.  He  is  a  man  who  has  learned  to 
live  with  the  future,  so  I  asked  him 
what  his  vision  of  the  investment  fu- 
ture is  now. 

Murphy:  How  can  investors  cope 
with  inflation? 

Adler:  Politically  you  may  think  I 
am  to  the  right  of  Genghis  Khan,  but 
17  years  ago  I  reasoned  that  this  is  a 
country  ruled  by  the  majority,  and 
people  with  money  are  the  minority. 
It  followed,  I  concluded,  that  public 
policy  would  have  an  inflationary 
bias,  and  the  erosion  of  the  dollar 
would  be  more  or  less  permanent.  It 
seemed  to  me  that  owning  pieces  of 
companies  was  better  than  having 
money  in  the  bank.  I  think,  now,  the 
stock  market  is  beginning  to  under- 
stand this. 

Murphy:  You  have  no  cash? 

Adler:  I  never  have  much  cash  and 
what  I  have  is  in  Swiss  francs.  This  is 
a  simple  transaction,  you  can  buy 
them  through  any  big  bank. 

Murphy:  Next  to  inflation,  I  suspect 
that  energy  is  the  major  worry.  What 
is  your  view? 

Adler:  Most  people  live  in  the  eco- 
nomic past.  If  you  don't  believe  that, 
just  look  at  the  people  who  are  still 
buying  8-cylinder  cars  and  building 
factories  without  insulation.  We  all 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist.  Stamford,  Conn. 


have  this  desire  to  live  in  the  past,  but 
it  is  stupid.  It  seems  to  me  that  what 
we  have  learned  about  energy  is  that 
it  is  very  hard  to  create.  Everything 
we  try  turns  out  to  be  complicated 
and  expensive.  Look  at  all  those  plans 
to  turn  garbage  into  fuel.  How  many 
of  them  worked? 

I  feel  the  best  short-run  response 
to  the  energy  shortage  is  not  creat- 
ing new  energy  but  conserving  what 
we  already  have.  I  have  done  some 
start-up  oil  deals,  and  we  would  cer- 
tainly consider  a  promising  solar 
proposal  at  Adler  &  Co.  [his  New 
York  venture  capital  firm),  but  I  am 
personally  more  interested  in  conser- 
vation ideas. 

Murphy:  For  example. 

Adler:  New  materials  to  cut  the 
weight  of  automobiles. 

Murphy:  What  other  major  trends 
will  affect  investing? 

Adler:  We  are  learning  that  this  is  a 
world  of  diminishing  resources,  all  re- 
sources, not  just  oil,  and  I  believe 
Americans  will  abandon  their 
planned-obsolescence,  throw-away 
mentality.  The  future  is  for  quality 
products.  The  country  is  going  on  a 
quality  kick.  We  see  it  already.  Ameri- 
cans are  buying  expensive  Japanese 
television  sets  and  German  toasters 
because  they  think  these  products 
will  last  longer. 

Murphy:  Where  is  the  investment 
opportunity? 

Adler:  Companies  that  make  qual- 
ity-control instruments;  they  are 
starting  to  boom. 

Murphy:  What  is  the  most  impor- 
tant thing  you  look  for  in  a  venture 
investment? 

Adler:  Management.  To  pick  a  win- 
ning company  you  must  pick  a  win- 
ning team.  Data  General  started  with 
three  executives  from  Digital  Equip- 
ment Corp.  and  a  fourth  from  Fair- 
child.  They  were  all  good  men  with 
good  track  records,  although  not  one 
had  ever  held  a  top  management  job. 
The  five  of  us  put  in  $50,000  altogeth- 


er and  I  raised  an  additional  $750,000 
to  start  the  company. 

Murphy:  How  did  the  founders  do? 

Adler:  Ed  deCastro,  the  president, 
has  about  $19  million  worth  of  stock 
at  market  value,  and  he  has  sold  some 
along  the  way. 

Murphy:  Not  everybody  can  be  a 
venture  capitalist.  What  about  the 
public  investors,  what  should  they  do? 

Adler:  I  am  not  a  stock  player,  I  am 
a  people  player.  That  is  where  I  think 
traditional  security  analysts  are 
wrong.  They  only  analyze  results  from 
the  past.  My  personal  feeling  is  that 
the  best  investments  are  not  the  big 
companies  but  rather  the  smaller  ones 
with  good  management  that  are  es- 
tablished on  their  growth  curves.  Ad- 
vanced Micro  Devices  [NYSE]  is  an 
example.  It  is  a  better  investment  to- 
day at  $45  than  it  was  when  it  went 
public  last  year  at  $14  a  share. 

Murphy:  You  have  invested  in  a 
number  of  medical  companies.  But 
isn't  genetic  engineering,  gene  splic- 
ing, pretty  far  out? 

Adler:  We've  invested  in  15  or  so 
medical  companies.  These  are  high- 
risk,  high-reward  investments.  They 
are  not  one-  or  two-year  games.  It  will 
take  five  or  ten  years,  but  the  payout 
could  be  enormous.  Venture  capital- 
ists belong  in  them. 

Murphy:  How  can  you  possibly  un- 
derstand all  of  these  investments? 

Adler:  I  read  a  lot.  I  can  take  a  book 
home  and  spend  the  whole  night  read- 
ing. Understand,  though,  I  don't  try  to 
compete  with  the  technologist  in 
knowledge.  I  can't.  I  want  to  under- 
stand where  a  field  is  going,  I  want  an 
overview,  so  I  can  make  a  judgment  as 
to  whether  or  not  a  proposal  really 
makes  sense. 

Murphy:  You  read  all  night? 

Adler:  I  used  to  need  only  two  and  a 
half  hours'  sleep  a  night,  but  I  am 
slowing  down.  I  now  need  four. 

Murphy:    You're   slowing  down? 

Adler:  Everybody  makes  transi- 
tions with  age.  I  don't  do  pushups  and 
deep-knee  bends  anymore,  but  I  do  do 
situps,  and  I  broke  my  record  this 
morning — 300  of  them.  When  I  start- 
ed in  venture  capital  I  used  to  love  the 
idea  of  running  a  company.  Now  I 
would  rather  be  the  guy  who  is  praised 
for  picking  a  good  manager. 

Murphy:  You  have  flourished  in  an 
investment  climate  that  most  people 
have  found  difficult.  Why? 

Adler:  I  think  people  tend  to  forget 
something:  The  opposite  side  of  trou- 
ble is  usually  opportunity.  And,  may- 
be I  am  lucky.  ■ 
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Announcing  a  new  edition  of 

FORBES 
STOCK  MARKET  COURSE 

Everything  you  need  to  know  about  investing, 
in  one  authoritative  manual. 


There  is  a  well  known  stock  market 
theory  called  "the  greater  fool  theory." 
It  says  if  an  investor  pays  too  high  a 
price  for  a  stock,  a  greater  fool  will 
always  come  along  and  give  the  first 
buyer  a  profit  by  paying  even  more. 
Needless  to  say,  it  does  not  always 
work.  Yet  some  people  are  prepared  to 
take  their  chances  with  this  theory- 
Still  more  follow  it  unconsciously. 
This  announcement  about  the  new 
Bdition  of  Forbes  Stock  Market  Course 
snot  for  either  group.  However,  if 
fou  put  as  much  care  in  investing  in 
stocks  as  you  would  in  investing  in  a 
house,  or  another  substantial 
purchase,  this  is  a  message  for  you. 
Forbes  Stock  Market  Course  could 
minimize  the  risk  of  losing  money  and  maximize  poten- 
tial gains  so  that  both  time  and  the  modest  investment 
would  be  repaid  over  and  over  again. 

9.  Are  you  missing  opportunities?  Why  hold  on  to  your 
stocks  while  the  market  goes  up  and  down,  when  you 
:an  learn  to  sell  near  the  peak  and  buy  in  again  near  the 
DOttom.  Learn  to  take  advantage  of  the  swings  and 
larvest  your  capital  gains. 

0.  Why  pay  more  for  a  stock  than  you  need  to?  Learn  how 
:o  give  your  broker  specific  orders  to  buy  at  the  price  you 
•vant. 

B.  Are  "options"  too  difficult?  With  a  potential  for  huge 
*ains  and  a  limit  on  losses,  options  should  be  a  possible 
:hoice  in  your  investment  strategy.  Learn  what  they  can 
io  for  you. 

These  are  but  three  of  the  topics  covered  in  Forbes 
Stock  Market  Course.  The  course  was  planned  by 
Forbes  to  fill  a  gap  revealed  by  readers'  letters  to 
Forbes  editors.  While  magazine  articles  dealt  with 
particular  companies  and  various  aspects  of  invest- 
ing, Forbes  readers  complained  of  a  lack  of  a  source  of 
basic  knowledge  and  a  comprehensive  survey. 

The  Forbes  Stock  Market  Course  is  just  this  inves- 
tor's "Bible."  It  is  based  on  the  experience  of  Wall 
Street  professionals.  Its  ideas  are  solid  and  sound. 
Many  investment  books  are  based  on  the  crackpot 
theories  of  their  authors.  This  Course  is  a  distillation 
from  the  successes  and  mistakes  of  experts.  It  comes 
with  the  stamp  of  approval  of  Forbes  editors  and  is 
recommended  by  many  brokers  to  their  customers  as 
the  one  reliable  guide  to  investing. 

15  sections  of  basic  investing  material. 

From  first  to  last,  Forbes  Stock  Market  Course  puts  the 
emphasis  on  tactics  and  knowledge  you  can  use,  not 
"blue-sky"  theory.  Everything  you  need  to  know  is 
explained  in  clear  everyday  language.  Organized  into  15 
sections,  it  moves  step  by  step  from  a  basic  explanation 
of  hew  the  market  works  to  more  sophisticated  areas 
familiar  to  professionals,  but  usually  beyond  the  ken  of 
the  average  investor.  A  tab  index  is  provided  to  make  the 


course  convenient  for  easy  and  repeated 
reference. The  332  pages  are  easily  removable 
section  by  section  from  the  ring  binders. 

Examine  the  Course  for  10  days. 
Free. 

Originally  conceived  as  a 
multi-volume  correspondence  course, 
Forbes  Stock  Market  Course  has 
been  refined  into  a  single  manual.  You  are 
invited  to  examine  the  newly  updated 
edition  to  satisfy  yourself  that  it  can  assist 
you  in  your  investment  decisions. 

To  receive  the  Course  for  a  10-day 
inspection  period,  fill  out  and  mail  the 
coupon.  When  you  receive  the 
course,  see  for  yourself  how  it  can  help 
you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a 
standby  reference.  Only  then  need  you  send  a  check 
for  $47.50  plus  postage  and  handling.  If,  for  any 
reason,  you  are  not  satisfied,  return  it  and  owe  noth- 
ing. The  risk  is  ours  and  we  know  from  the  few 
manuals  returned  how  satisfied  most  buyers  are.  Before 
you  invest  another  dollar,  mail  the  coupon  right  away. 


Sturdy  ring  binder  and  tab  index 
Actual  size:  HV2"  x  10%" 
332  pages 

41  graphic  charts,  graphs 
and  tabulations 

Self  evaluating"Financial  Inventory  and 
Stock  Analysis  Guide" 
Fully  indexed 

Investors  kit  of  supplementary 
materials:  charting  materials, 
list  of  long-term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business 
and  Securities  Trends,  glossary  of 
investment  terms  etc. 

Fill  out — Clip — Mail  Today 

FORBES  INC. 

60  Fifth  Avenue,  New  York,  NY  1001 1 

Please  send  me  the  15-lesson  Forbes  Stock  Market  Course 
for  10  days  free  examination.  After  10  days,  I  will  remit 
$47.50  plus  postage  and  handling,  or  return  the  course  and 
owe  nothing. 

Name  


Address. 


.State_ 


_Zip_ 


City  

I   iCheck  here  if  you  enclosed  $47.50  to  save  postage 

and  handling  costs.  Same  10-day  refund  guarantee. 
(N.Y.C.  order  add  8%-and  other  N.Y.S.  4%  to  8%  as 
required  by  law)  2004 


Market  Trends 


MONEY  8t  INVESTMENTS 


If  you  want  to  cheat  on  your  tax  return, 
physical  assets  are  a  better  bet  than  stocks. 

AN  INFLATION 
HEDGE? 


By  Richard  B.  Hoey 


More  and  more  in- 
vestors are  coming 
to  believe  that 
stocks  will  be  a  good 
inflation  hedge  in 
the  next  decade.  I 
think  that's  true, 
but  investors  should 
understand  a  few  of 
the  pitfalls. 

First  of  all,  re- 
member that  stocks  tend  to  be  a  poor 
hedge  against  inflation  (or  anything 
else,  for  that  matter)  during  a  full-scale 
credit  crunch.  Stocks  may  do  well 
while  the  inflationary  disease  is  rag- 
ing, but  decline  when  the  Federal  Re- 
serve imposes  the  credit-crunch  cure. 

It's  important  to  understand  why 
stocks  were  a  poor  hedge  against  ris- 
ing inflation  from  1968  to  1974,  but 
should  be  a  good  hedge  in  the  next 
decade.  Inflation  affects  stock  prices 
in  three  ways:  1)  through  earnings  and 
dividends,  2)  through  price/earnings 
multiples  and  3)  through  liquidation 
or  takeover  value. 

Over  time,  the  rate  of  profit  growth 
will  tend  to  accelerate  during  periods 
of  persistent  inflation.  It's  true  that 
some  of  these  profits  merely  reflect 
the  booking  of  inventory  profits. 
These  profits  are  not  free  to  be  distrib- 
uted to  stockholders  as  dividends, 
since  companies  need  to  keep  enough 
inventory  to  continue  their  business. 
If  you  believe  these  are  "phantom" 
profits,  I'd  like  to  talk  to  you  about 
buying  your  house  at  the  price  you 
paid  for  it  in,  say,  1950. 

Dividends  also  tend  to  grow  more 
rapidly  during  periods  of  persistent  in- 
flation. But  beware  of  companies  vul- 
nerable to  cost  inflation.  Companies 
whose  costs  inflate  faster  than  their 
sales  aren't  going  to  be  able  to  offer 

Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Bache  Halsey 
Stuart  Shields. 


much  in  the  way  of  dividend  growth. 

And  it's  hard  to  commit  tax  fraud  in 
the  stock  market.  If  you  realize  profits 
on  the  sale  of  gold  coins,  fine  art  col- 
lectibles or  diamonds,  you're  legally 
obligated  to  report  this  as  income,  but 
because  of  inflation  and  resentment 
against  taxation,  the  social  acceptabil- 
ity of  tax  fraud  has  been  growing  in 
some  circles.  But  it's  more  dangerous 
to  try  it  on  your  stock  profits  because 
there  is  a  trail  of  paper  records  that 
the  tax  authorities  could  use  as  evi- 
dence against  you.  So  if  you  want  to 
take  your  chances  and  cheat  on  your 
tax  return,  physical  assets  are  a  better 
bet  than  stocks.  But  you  can  still  end 
up  in  jail. 

Another  pitfall  is  to  ignore  the  cycle 
in  commodity  prices.  Many  commod- 
ities have  price  fluctuations  that  are 
much  more  extreme  than  the  gradual 
upward  creep  in  their  cost  of  produc- 
tion. In  general,  stocks  of  companies 
that  produce  commodities  should  be 
bought  when  these  companies  are  re- 
porting deficits,  and  sold  when  profits 
are  exploding. 

Persistent,  steady  inflation  has  lit- 
tle effect  on  price/earnings  multiples, 
but  when  there  is  a  major  upward 
shift  in  the  imbedded  long-term  rate 
of  inflation,  the  yields  on  bonds  and 
money-market  assets  surge.  As  illus- 
trated by  the  bear  market  that  ended 
in  1974,  this  tends  to  drive  down 
price/earnings  multiples.  Even  though 
the  underlying  rate  of  inflation  has 
already  risen  from  5.5%  to  about  9% 
in  this  cycle,  multiples  have  not  been 
driven  down  because  they  were  al- 
ready so  severely  depressed  by  the 
1974  market  collapse. 

A  steady,  sustained  inflation  is  usu- 
ally more  favorable  for  stock  prices 
than  is  an  upward  shift  in  the  average 
rate  of  inflation,  which  often  de- 
presses multiples.  Recent  experience 
of  rising  stock  prices  and  accelerating 
inflation  appears  to  fly  in  the  face  of 
this  maxim. 

One  reason  for  the  recent  experi- 


ence is  that  the  method  of  valuing 
stocks  has  been  shifting.  Several  de 
cades  ago,  a  major  revolution  in  the 
stock  market  occurred  when  the 
method  of  valuing  stock  shifted  from 
book  value  to  the  earnings-growth  ap-i 
proach,  which  has  since  been  refined 
into  the  mathematical  dividend-dis- 
count model. 

But  in  the  last  several  years,  a  new 
method  of  valuation  has  become  more 
dominant.  We  call  this  the  real-net 
worth  approach.  It  merely  updates  the 
old  book-value  approach  to  the  infla- 
tionary world  we  live  in  today. 

Stocks  with  reserves  of  oil  and  gas 
in  the  ground  have  surged  in  the  last 
year,  irrespective  of  reported  earnings 
or  dividend  declarations.  Analysts  at- 
tempt to  place  a  value  on  a  company's! 
assets  and  then  deduct  its  liabilities. 
The  result  is  an  estimate  of  the  com- 
pany's real  net  worth  per  share.  This 
approach  is  an  old  tradition  in  the  oil 
and  mining  industries,  but  is  begin- 
ning to  be  applied  to  other  companies. 
If  their  stocks  sell  at  a  discount  from 
their  real  net  worth,  they  may  draw  a 
tender  offer  from  some  cash-rich 
company  seeking  to  expand. 

Investors  should  pursue  a  dual  track 
in  valuing  stock,  using  both  the  earn- 
ings-growth and  the  real-net-worth 
method.  We  tend  to  favor  stocks  that 
appear  attractive  on  both  counts. 

An  example  of  this  dual  value  is 
Adolph  Coors  Co.  (14).  Coors  is  a  solid 
beer  company  whose  earnings  were 
$1.49  in  1978  and  could  hit  $2.40  in 
1980.  It's  selling  at  a  modest  6  times 
estimated  earnings.  But  there's  an  en- 
ergy kicker.  Coors  has  a  major  posi- 
tion in  leased  acreage  in  Colorado. 
Some  of  this  acreage  is  already  pro- 
ducing natural  gas.  Although  the  cur- 
rent value  of  the  company's  proven 
reserves  is  probably  about  $3  to  $4  per 
share,  successful  drilling  on  the  un- 
tested acreage  could  add  substantially 
to  the  value  of  the  company.  We  be- 
lieve the  stock  offers  a  sound  value  on 
beer  earnings  alone,  with  a  chance 
that  a  successful  exploration  program 
coufd  generate  a  major  increase  in  the 
company's  real  net  worth. 

A  similar  company  is  Ethyl  Corp. 
(29).  The  company's  earnings  and 
stock  price  have  been  depressed  by 
the  phase-down  of  leaded  gasoline, 
but  its  other  businesses  have  been  do- 
ing well.  While  coal,  oil  and  gas  make 
a  minimal  contribution  to  earnings  at 
present,  the  company's  reserves  may 
be  worth  as  much  as  half  of  the  cur- 
rent stock  price,  It's  a  good  buy  for 
patient  investors.  ■ 
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Thoughts 

on  the  Business  of  Life 


Common  sense  and  good 
nature  will  do  a  lot 
to  make  the  pilgrimage 
of  life  not  too  difficult. 
W.  Somerset  Maugham 


The  best  way  to  cheer 
yourself  is  to  try  to 
cheer  somebody  else  up. 
Mark  Twain 


It  is  a  happy  talent 
to  know  how  to  play. 
Ralph  Waldo  Emerson 


If  good  people  would  but  make 
their  goodness  agreeable,  and 
smile  instead  of  frowning  in 
their  virtue,  how  many  would 
they  win  to  the  good  cause. 
James  Usher 


Sorrow  is  good  for 
nothing  but  sin. 
Thomas  Fuller 


There  is  nothing  which  has 
yet  been  contrived  by  man  by 
which  so  much  happiness  is 
produced  as  by  a  good  tavern. 
Samuel  Johnson 


If  misery  loves  company, 
misery  has  company  enough. 
Henry  David  Thoreau 


If  you  meet  the  world  with 
a  smile,  the  world  will 
always  smile  back. 
Stephen  A.  Doliglas 


Honest  good  humor  is  the  oil 
and  wine  of  a  merry  meeting. 
Washington  Irving 


The  robins  still  love  the  elms  of 
New  England  villages  at  sundown 
There  is  enough  of  the  thrush  in 
them  to  make  song  inevitable  at 
the  end  of  day,  and  enough  of  the 
tramp  to  make  them  hang  around 
the  dwellings  of  men. 
E.B.  White 
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"A  happy  man  or  woman, "  said 
Robert  Louis  Stevenson,  "is  a 
better  thing  to  find  than  a 
five-pound  note.  He  or  she  is 
a  radiating  focus  of  good  will 
and  their  entrance  into  a  room 
is  as  though  another  candle 
had  been  lighted. "  Learn  to 
be  cheerful  and  you  will  come 
near  being  happy.  Life's  race 
can  best  be  run  with  a  light 
heart  and  a  buoyant  countenance. 
Cheerfulness  will  open  a 
door  when  other  keys  fail. 
B.C.  Forbes 


Be  a  lamp  in  the  chamber  if  you 
cannot  be  a  light  in  the  sky. 
George  Eliot 


Never  save  a  smile  for  the 
right  moment.  Spend  your 
smiles  lavishly.  The  moment 
is  always  right  for  a  smile. 
Frank  Tyger 


Not  having  enough  sunshine 
is  what  ails  the  world. 
Lydia  M.  Child 


There  is  no  duty  we  so  much 
underrate  as  the  duty  of 
being  happy.  By  being  happy 
we  sow  anonymous  benefits 
upon  the  world,  which  remain 
unknown  even  to  ourselves, 
or  when  they  are  disclosed 
surprise  nobody  so  much 
as  the  benefactor. 
Robert  Louis  Stevenson 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


Most  of  us  believe  in 
trying  to  make  other  people 
happy  only  if  they  can  be 
happy  in  ways  which  we  approve) 
Robert  S.  Lynd 


Visits  always  give  pleasure — if 
not  the  coming,  then  the  going. 
Portuguese  Proverb 


Many  people  are  extremely 
happy,  but  are  absolutely 
worthless  to  society. 
Charles  Gow 


Cheerfulness  keeps  up  a 
kind  of  daylight  in  the  mind, 
filling  it  with  a  steady 
and  perpetual  serenity. 
Joseph  Addison 


A  Text . . . 

For  he  that  will  love 
life,  and  see  good  days, 
let  him  refrain  his 
tongue  from  evil,  and 
his  lips  that  they 
speak  no  guile:  Let 
him  eschew  evil,  and 
do  good;  let  him  seek 
peace,  and  ensue  it. 
I  Peter  3:10,  11 


Sent  in  by  Bruce  Dopps,  Wichita,  Ka: 
What's  your  favorite  text?  The  Forbes  Sera; 
book  of  Thoughts  on  the  Business  of  Life 
presented  to  senders  of  texts  used. 


Instead  of  loving  your 
•enemies,  treat  your 
friends  a  little  better. 
Ed  Howe 


The  secret  of  happiness  is  this: 
Let  your  interests  be  as  wide 
as  possible,  and  let  your 
reactions  to  the  things  and 
persons  that  interest  you  be 
as  far  as  possible  friendly 
rather  than  hostile. 
Bertrand  Russell 

FORBES,  MARCH  17, 


Some  people  think  plasties  only  spoil 
the  environment  We  think  misconceptions 
like  this  spoil  a  whole  lot  more. 


People  who  condemn 
plastics  usually  condemn 
them  because  they're 
not  easily  biodegradable. 
Ironically,  it's  precisely  this 
characteristic  which  makes 
plastics  indispensable  in  many 
applications.  Like  this  condo- 
minium near  Aspen. 

Its  roof  is  coated  with  a  Kynar 
500®  polyvinylidene  fluoride  based 
finish.  Kynar®  is  a  high  perfor- 
mance plastic  resin  which  we 
manufacture. 

At  7.000  feet  above  sea  level, 
the  ultraviolet  rays  of  the  sun  are 
so  intense  that  they  may  bleach 
out  and  crack  ordinary  paint  in  a 
matter  of  months. 

In  this  harsh  environment, 
metals  may  oxidize  and  begin  to 
deteriorate. 

The  Kynar  500  based  finish. 


however,  will  keep  this  building 
looking  like  new  long  after  it  isn't. 

Sure,  there  are  cases  where 
plastic  is  simply  a  cheap  sub- 
stitute. But  there  are  many  cases 
where  there  is  simply  no  substitute 
for  plastic. 

Unfortunately,  most  of  the 
misconceptions  people  have  about 
plastics  are  as  hard  to  destroy 
as  many  plastics.  And  that's  true 
of  a  lot  of  other  misconceptions,  too. 

Many  people  think  businesses 
make  exorbitant  profits.  Yet. 
according  to  independent  surveys, 
actual  profits  are  but  a  fraction 
of  what  these  people  believe  them 
to  be. 

A  lot  of  people  think  busi- 
nesses would  function  better  with 
more  regulation.  Yet.  the  most 
heavily  regulated  industries  are 
often  fraught  with  problems  that 

£2  Penmalt 

CORPORATION 


inconvenience  and  cost  con- 
sumers most. 

The  point  is  simply  this.  We 
all  have  our  own  cherished  mis- 
conceptions. About  business, 
labor,  ethics,  government,  even 
plastics. 

If  we  don't  take  the  time  to 
openly  and  candidly  reexamine 
them,  we  could  end  up  basing 
decisions  upon  them.  And  that 
could  be  dangerous. 

Because  there's  a  lot  more  at 
stake  than  just  a  condominium 
in  Aspen. 

For  more  information  about 
Pennwalt.  send  for  our  "Products 
and  Markets''  brochure.  Write  to: 
Pennwalt  Corporation.  P.O.  Box 
210  Three  Parkway.  Philadelphia 
PA  19102. 


HEALTH  CARE  ENVIRONMENTAL      AGRICULTURE         PLASTICS  CHEMICAL 

CLEANUP  AND  FOOD  PROC  ( SSJM , 

PROCESSING 


For  130  years,  we've  been  making  things  people  need  — including  profits. 


Are  you  managing  your  company 

portfolio? 
Or  is  it  managing  you? 


ChemSphere Portfolio 
Management  System  is  the 
proven  answer. 


You  can  analyze  portfolio  information 
in  the  time  you  now  spend  just  collecting  it. 

ChemSphere  Portfolio  Management  System  takes 
the  information  you  need  and  uses  a  sophisticated 
software  package  to  literally  put  it  all  at  your  fingertips  — 
quickly  and  confidentially,  24  hours  a  day. 

Our  system  takes  much  less  time  to  provide  the  in- 
formation required  for  investment  decisions.  And  gives 
you  much  more  time  to  actually  make  them. 

All  the  information  you  need, 
with  all  the  accuracy  you  require. 

ChemSphere  Portfolio  Management  System  has  the 
flexibility  to  give  you  whatever  information  you  want  — 
positions,  diversity,  activity  by  dealer  or  instrument,  per- 
formance over  time  or  compared  to  indices  —  in  the  for- 
mat you  want.  All  this  information  is  free  of  human  error, 


and  the  system  automatically  creates  a  complete,  acc 
audit  trail  with  each  transaction  you  make. 

Helping  to  manage  corporate  portfolios 
that  range  from  $30  million  to  over  a  billior 

ChemSphere  Portfolio  Management  System  ha 
proven  itself  to  the  portfolio  managers  of  19  major  cc 
rations.  And,  if  your  company's  portfolio  is  worth  $M 
million  or  more,  it  can  prove  its  worth  to  you. 

Let  the  leader  in  worldwide  cash  manageme ' 
make  you  a  leader  in  portfolio  managemen 
ChemSphere  is  Chemical  Bank's  unique  combi 
tion  of  services,  systems,  and  people  that  has  made  u 
leader  in  worldwide  cash  management.  Write  W.  D. 
Jr. ,  Vice  President,  Chemical  Bank,  20  Pine  St. ,  N." 
N.Y.  10005.  Or  call  (212)  770-3600.  Or  mention 
ChemSphere  to  your  Chemical  account  officer. 
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Leader  in  worldwide  cash  management. 
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For  the  active,  dynamic  life-styles  of    measures  in  Cadillac  history.  Plus 


today,  there's  Cadillac  1980.  In  our  the  enduring  value  of  Cadillac 

78-year  history,  there's  never  been  a  craftsmanship.  And  Cadillac's  resale 

Cadillac  more  right  for  its  time.  With  value . .  .traditionally  highest  of  all 

almost  every  electronic  convenience  domestic  luxury  cars.  See  your 


as  standard.  With  its  advanced  styling    Cadillac  dealer  for  "12  reasons  to  own 


TODAY'S  BUSINESS 
CANNOT  AFFORD 

THE  LUXURYpF 

YESTERDAY'S 
MAILROOM. 


Sometimes  a  company  is 
so  busy  being  successful,  no 
one  has  time  to  notice  that 
the  mailroom  isn't  keeping  up  with  the  rest  of 
the  operation.  Which  can  lead  to  frustration  and 
logjams,  inefficiency  and  useless  expense. 

An  up-to-date  Pitney  Bowes  mailroom  elimi- 
nates the  problem.  This  mailroom,  for  instance, 
completely  equipped  by  Pitney  Bowes  even  to 
the  functional,  modern  furniture,  gives  you  total 
control  at  the  touch  of  a  button — the  ultimate  in 
speed,  efficiency  and  accuracy  for  all  your  letters 
and  parcels. 

The  heart  of  the  system  is  our  new,  100  per- 
cent accurate  0-70  lb.  electronic  scale.  With  the 
automatic  setting  system,  it  sets  your  postage 
meter  to  the  exact  amount — no  errors.  For  ex- 
ample, our  5600  mailing  machine  shown  here  is 


for  mail  and  our  5460  mailing  machine  is  for 
parcels.  The  system  also  includes  a  docu- 
ment printer  that  automatically  records  all 
shipping  charges  on  your  own  shipping 
forms,  and  a  complete  modular  mailroom 
furniture  arrangement. 
So  if  you're  running  a  modern  company,  call 
Pitney  Bowes.  We  have  systems  to  meet  any 
mailing  need,  large  or  small — systems  that  make 
your  mailroom  as  efficient  as  the  rest  of  your 
operation. 

For  more  information,  mail  this  coupon  or  call 
toll  free  (except  Alaska  and  Hawaii) 
800-621-5199  (in  Illinois,  800-972-5855). 


=U!U= 


=p  Pitney  Bowes 


Pitney  Bowes 

1781  Pacific  Street,  Stamford,  CT  06904 
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Company/Title 
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. Phone . 
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Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Postage  Meters, 
Mailing  Machines,  Copiers,  Dictating.  Labeling  and  Price  Marking  Systems. 
I  I 
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Success  comes  in  many  shapes. 

To  us,  at  Beech  Aircraft,  it  comes 
in  the  shapes  of  the  many  companies 
we  build  airplanes  for. 

But  our  success  is  more  than  just 
building  and  selling  airplanes.  Right 
from  the  start,  we've  been  selling  an 
idea:  the  idea  that  a  Beechcraft  com 
pany  airplane  can  help  solve  commu 
nications  problems.  Problems  that 
can  only  be  solved  by  direct  person 
al  contact. 

This  idea  has  steadily 
gained  acceptance  over  the 


years  among  executives  in  operations 
of  all  sizes. 

In  fact,  the  Fortune  1000  compan- 
ies own  and  operate  more  Beechcrafts 
than  any  other  brand  of  airplane.  And 
we've  also  put  Beechcrafts  to  work 
for  retailers,  farmers,  professionals, 
and  salesmen. 

And  for  all  these  companies,  a 
Beechcraft  airplane  is  not  only  a  sym- 
bol of  success,  but  a  means  of  achiev- 
■mm  »      ing  that  success. 

If  your  company  logo  isn't  here, 
there  are  three  possible  explanations: 


•  It  may  be  appearing  in  one  of  the 
other  advertisements  in  this  series. 

•  You  may  be  one  of  the  thousands  of 
Beechcraft  owners  we  haven't  been 
able  to  contact  yet. 

•  Perhaps  you  still  haven't  discovered 
all  the  advantages  of  a  Beechcraft 
business  airplane. 

Whatever  your  situation  may  be, 
we  can  certainly  help.  Write  to:  Beech 
Aircraft  Corporation,  Dept.  K12  , 
Wichita,  Kansas  67201. 

A  symbol  of  their  success. 


Beech  Aircraft  Corporation 
Wichita,  Kansas  67201 


Number  1  of  a  series. 


THE  SHIP  THAT 
BROUGHT  AMERICA 
ITS  TASTE  FOR 

SCOTCH. 

December  5,  193  3  was  a  noteworthy  day  for 

Scotch  drinkers.  For  it  was  the  first  tiMe  in  13  years 
that  drinking  it  was  legal  Prohibition  was  repealed. 

Perhaps  even  more  noteworthy:  it  was  the  day 
Cutty  SaRk  landed  in  America.  A  Scots  Whisky  already 
legendary  in  other  civilised  parts  of  the  world. 

Scotch  had  been  imported  into  this  country  before, 

but  had  also  been  largely  ignored.  Cutty  Sark,  however, 
with  its  particular  smoothness,  soon  captured  a  large 

and  loyal  following  of  Arviericans  with  good  taste. 

Today,  whereveR  you  go  in  America,  you  will  find 

the  bottle  with  the  famous  ship  "Cutty  Sark"  on  the 
label.  And  the  distinctive  Scots  Whisky  inside. 

Who  would  have  thought  back  in  1933  that  some- 
day people  would  be  able  to  cross  the  United  States 

without  changing  ships? 

CUTTY  SARK.  CUTTY.  THE  CUTTY  SARK  LABEL  AND  THE  CLIPPER  SHIP  DEVICE  ARE  REGISTERED  TRADEMARKS  OF  BERRY  BROS-  &  RUDD  LTD  LONDON. 
ENGLAND  Sfi  PROOF   BLENDED  SCOTCH  WHISKY   DISTILLED  AND  BOTTLED  IN   SCOTLAND-    IMPORTED  BY  THE  BUCKINGHAM   CORPORATION.    NEW  YORK.  N  Y- 
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Alarms  and  diversions 


In  Central  America  last  month  reporting 
the  cover  story  for  this  issue  (see  p.  41), 
Washington  Bureau  Chief  Jerry  Flint  in- 
terrupted a  stay  in  Nicaragua  to  dash 
over  to  El  Salvador  because  trouble 
seemed  about  to  explode  there.  The 
American  embassy  in  San  Salvador  was 
buttoned  down  with  keep-the-mob-out 
steel  doors  in  the  halls,  and  Marines  in 
camouflage  suits  carrying  automatic 
weapons  on  guard  inside,  too.  But  the  big 
rally  that  day  fizzled,  and  the  explosions 
behind  the  hotel  were  made  by  govern- 
ment troops  themselves  keeping  in  prac- 
tice. Still,  Flint  was  not  exactly  at  ease 
when  he  awakened  near  dawn  of  the 
following  morning  to  cries  off  in  the  dis- 
tance. He  recalls:  "I  said  to  myself,  'This 


came  about  when  Editor  fim  Michael) 
spotted  Nicaragua's  vote  on  the  U.N.  res 
olution  condemning  Soviet  interventioi 
in  Afghanistan.  Most  Third  World  na 
tions  condemned  the  aggression.  Nicaiaj 
gua  abstained.  Michaels  asked  Flint  u 
find  out  what  was  happemng  in  Nicarai 
gua,  and  Flint  suggested  broadening  tin 
story  to  look  at  some  other  Central 
American  trouble  spots  as  well. 

What  is  amazing,  says  Flint,  is  that  tht 
U.S.  government  insists  on  "reforms"  ij 
these  countries  that  would  be  impossibli 
here  at  home  and  aren't  likely  to  work 
In  El  Salvador,  for  example,  as  paymen 
for  its  support,  the  U.S.  demands  nation 
alization  of  the  banks  and  expropriation 
without  real  compensation,  of  large  es 


Forbes  Jeny  Flint  interviewing  Sandinista  Commander'  Jaime  VC'beelock  in  Managua 


is  it,  the  revolution  is  starting/  and  I 
tried  to  figure  how  to  get  a  taxi  to  the 
action.  I  was  out  on  the  porch  in  the 
dark,  listening  to  that  distant  howling, 
when  slowly,  very  slowly,  I  realized  it 
wasn't  the  sons  of  Lenin  going  after  the 
local  Winter  Palace,  but  about  500  roost- 
ers crowing  up  in  the  hills." 

The  revolution  didn't  start  that  week, 
but  El  Salvador  and  all  of  Central  Amer- 
ica are  hot  and  getting  hotter.  The  prob- 
lem is  that,  as  usual,  it's  on  the  back 
burner  in  Washington,  just  as  the  Latin 
lands  always  have  been.  "At  the  lower 
levels  our  diplomatic  and  intelligence 
people  see  potential  catastrophe.  At  the 
higher  levels  there  is  a  lot  of  'who-cares?' 
shoulder  shrugging,"  says  Fhnt.  "I  recall 
one  intelligence  specialist  on  Central 
America  saying  sadly  that  there's  not 
much  demand  for  'useless  information 
from  noninteresting  countries'  until 
something  goes  wrong." 

The   Central  American  assignment 


tates.  "These  actions  are  likely  to  drive 
out  the  middle  class,  the  entrepreneurs 
needed  to  create  jobs,  and  they  don'l 
placate  the  Marxists,"  says  Flint 
"Worse,  taking  highly  productive  planta- 
tion land  growing  export  crops  such  as 
cotton  or  sugar  and  turning  it  into  tiny 
com-and-bean  plots  isn't  going  to  work. 
But  that  is  what  we  insist  upon." 

Helping  Central  Americans  solve  theii 
problems  and  keeping  them  out  of  the 
Soviet  camp  won't  be  easy,  but  the  first 
step  is  to  realize  what's  happening  in  the 
area  and  how  important  it  may  be. 
That's  what  Forbes  tried  to  do  with  its 
cover  story. 

"About  the  only  positive  thing  is  that 
the  troubles  in  Central  America  are 
keeping  high  that  flow  of  money  and 
bright  people  in  Florida,"  says  Flint.  "It's 
where  they  run  when  they  become 
frightened." 

Some  silver  lining  for  them. 
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Last  year,  U.S.  companies 
bet  $332  million  on  people  like  these. 


That's  how  much  U.S.  investment  went  into 
expansion  and  new  facilities  in  Northern  Ireland. 
Today,  more  than  30  American  manufacturers 
serve  customers  in  the  EEC  and  around  the  world 
from  plants  located  here.  Warnaco,  DuPont, 
Hughes  Tool,  and  Ford— the  list  is  growing  fast. 

The  decision  to  start  here  can  be  backed  by  a 
package  of  economic  incentives  judged 
the  best  overall  in  the  EEC,  including 
provisions  for  joint  ventures  or  buy- 
back  equity.  The  decision  to  expand  will 
follow  success  generated  by  a  skilled 
and  loyal  work  force— Northern  Ireland's 
greatest  natural  resource.  Supporting 
the  people  are  excellent  transportation, 


communications,  and  R&D  facilities  that  further 
tilt  the  odds  in  your  favor. 

If  you're  looking  for  a  winning  location,  talk  to 
Reg  Browne  or  Marcus  Robinson  at  the  Northern 
Ireland  Industrial  Development  Office.  They  can 
quickly  put  together  a  package  of  incentives  to 
start  you  fast.  Call  (212)  593-2258.  Or  write: 

NIIDO,  British  Consulate- 
General,  150  E.  58th  St., 
New  York,  N.Y.  10022. 

Evelyn  Graham  works."  She's 
helping  make  Warner's  invest- 
ment in  Northern  Ireland 
pay  off. 


Northern 
Ireland 

works. 


Bell  Helping  You  Manage  Your  Business  Better 


7  WWS  LONG  DISTANCE 
CAN  KEEP  YOUR  HEAD 
ABOVE  WATER. 


Getting  that  sinking  feeling  try- 
ing to  cope  with  today's  rising 
business  costs?  Well,  our  Bell  Sys- 
tem experts  want  to  help  by  showing 
you  the  many  ways  your  phone  can 
save  you  money  expand  your  busi- 
ness, and  improve  your  cash  flow. 

Read  all  about  them  to  discover 
how  Long  Distance  can  improve 
your  bottom  line. 

#1  A  winning  number  is  800. 

Your  toll-free  800  Service 
number  encourages  people  to  react 
instantly  to  direct  response  advertis- 
ing. And  sales  catalogs.  This  means 
you  can  immediately  measure  how 
effective  your  ad  is. 

In  selling  business-to-business, 
the  800  Service  number  encourages 
customers  to  call  you  when  they  need 
to  replenish  inventory.  Result:  easier 
ordering,  faster  order  processing. 
This  gives  you  a  competitive  edge. 

And  if  your  customer  has  a  com- 
plaint, you  discuss  it,  take  care  of  it  at 
once.  It  also  gives  consumers  imme- 
diate answers— about  product  specs, 
retail  outlets,  service  locations. 

As  for  cost  of  service,  you  can 
get  low  rates  on  time  units  as  little  as 
10  hours  per  month,  with  even  lower 
rates  on  time  exceeding  ten  hours. 
It's  a  good  investment  and  gives  you 
a  lot  of  prestige. 

#2  What  WATS  is  right  for  you? 

You  don't  have  to  be  a  biggie  to 
have  a  WATS  line.  You  can  have  an 
unlimited  number  of  calls  on  out- 
ward WATS  for  as  little  as  ten  hours 
a  month.  Or  as  much  as  240  hours 
each  month  FOR  A  SINGLE 
CHARGE.  And  you  don't  have  to 
buy  the  whole  country,  just  the 
zones  you  call  across  to  do  business. 
With  the  right  WATS,  you'll  be  able 
to  improve  customer  service,  avoid 
the  high  costs  of  inventory  outages, 
speed  up  cash  flow  and  lower  your 
operating  expense. 


#3  How  a  phone  number  can  be 
your  "office"  in  another  city. 

Bell  can  show  you  how  to  do 
business  in  a  distant  city  without  the 
expense  of  a  local  office.  With  the 
help  of  RCF—  Remote  Call  Forward- 
ing—  you  won't  need  an  office, 
equipment,  or  additional  help. 

Bell  assigns  your  firm  a  local 
number  in  the  city  of  your  choice. 
Calls  are  automatically  redirected  to 
you.  No  waiting.  No  operator  assis- 
tance. You  will  be  surprised  to  dis- 
cover that  the  cost  for  this  service  is 
remarkably  low. 

This  means  your  customer  is 
only  a  local  call  away.  With  RCF,  you 
can  open  new  markets,  test  them 
out,  accept  out-of-town  orders,  and 
improve  customer  service. 

#4  Selling  on  the  phone  instead 
of  on  the  road. 

Gasoline  prices  and  other  travel 
expenses  are  on  the  rise.  So  sending 
salespersons  out  to  get  small  orders 
from  small  accounts  is  a  waste  of 


(2)  Bell  System 


time  and  money.  Our  Bell  experts 
can  help  you  keep  those  customers 
by  teaching  you  special  techniques. 

You  11  learn  how  to  call  periodi- 
cally when  inventory  is  down  and 
the  customer  is  ready  to  buy.  You'll 
contact  smaller  accounts  more 
frequently,  and  at  a  lower  cost,  than 
is  possible  with  on-premise  visits. 

#5  Improving  credit  management. 

Successful  credit  management 
is  the  key  to  cash  flow.  Our  Bell 
experts  have  programs  that  expand 
your  market,  develop  customers, 
build  profits,  and  give  you  a  better 
handle  on  fiscal  control.  You  11  be 
involved  with  an  overall  strategy 
that  will  enable  you  to  check  the  cus- 
tomer s  ability  to  pay  on  time,  calcu- 
late marginal  risk,  and  collect 
overdue  accounts. 

#6  Turning  an  inquiry  into  a  sale. 

Turning  an  inquiring  prospect 
into  an  active  customer  takes  skill 
that  your  people  might  not  have. 

Our  Bell  experts  can  show  you 
how  to  screen  and  qualify  an 
inquirer  s  interest,  and  then  take 
immediate  and  competent  action.  In 
no  time  you'll  learn  how  to  capitalize 
on  a  prospect's  interest  and  need 
immediately —  when  he  or  she  is 
most  receptive  to  your  offer.  Effec- 
tively used,  our  techniques  will  help 
improve  your  sales  AND  profits. 

#7  Phoning  for  new  business. 

Today  you  can  actually  tele- 
phone for  new  business— and  get  it, 
provided  you  use  the  right  tech- 
niques. Our  Bell  experts  can  teach 
you  how  to  shop  for  new  customers 
by  building  primary  and  secondary 
lists.  How  to  screen  a  prospect's 
interest  before  sending  out  material. 
And  how  to  follow  up  a  prospect 
after  a  mailing.  As  a  result,  you'll  in- 
crease your  market  coverage  or  ex- 
tend the  territory  you  now  cover  at 
a  fraction  of  your  present  sales  costs. 


CALL  800-821-2121 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121. 


A  BELL  BUSINESS  EXPERT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  one  or 
more  of  these  Bell  System  programs 
can  be  a  practical,  profitable  plus 
for  your  business.  To  help  you,  we'll 
need  information.  So  we  11  ask  ques- 
tions, like  the  ones  listed  below.  No 
surprises,  nothing  you  won't  have 
the  answer  to.  You'll  find  the  discus- 
sion thoroughly  enlightening  and 
enjoyable. 

Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 

business  have? 
Q.  How  many  sales  people  do  you 

have? 

Q.  What  is  your  primary  method  of 
customer  contact? 


'Hey!  I  want  to  keep 
my  head  above  water. 
Tell  me  how  Long  Distance 
can  help  me  manage 
my  business  better." 


Q.  What  type  of  advertising/promo- 
tion do  you  use? 


Q.  Do  you  use  services  other  than 
your  local  lines,  such  as  WATS? 

Q.  How  do  you  test  or  expand  mar- 
ket areas? 

Q.  On  the  average,  how  many  ac- 
counts fall  past  due  each  month? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  share? 


OR  WRITE. 

Fill  in  below  or  attach  vour  business  card  and  mail. 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  64141 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Remote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 

□  #7  Opening  New  Accounts 


Name. 
Title_ 


Company- 
Address  


City_ 


Area  Code_ 


_State_ 


_Zip_ 


.Business  Phone_ 


800-821-2121 

To  call  toll  free,  dial  800-821-2121,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121. 


Bell  System 


Trends 


Edited  By  John  A.  Conway 


The  auto  lenders 

While  automobile  sales  have  continued 
to  sputter,  at  least  part  of  the  auto  indus- 
try is  doing  more  business  than  ever — 
Detroit's  in-house  finance  companies. 
Commercial  banks  make  the  bulk  of  car 
loans  but  with  money  in  a  vise  because 
of  ever-climbing  interest  rates,  the  bank- 
ers are  backing  off.  The  manufacturers' 
finance  companies,  because  they  have  to 
support  the  car  dealers,  have  been  follow- 
ing a  countercyclical  pattern.  In  Septem- 
ber 1979,  for  instance,  total  new  auto 
credit,  as  measured  by  the  Federal  Re- 
serve, reached  $8.4  billion.  The  banks 
had  $4.5  billion  of  that  amount;  the  auto- 
finance  companies,  $2.2  billion.  In  Janu- 
ary 1980  (the  latest  month  for  which  the 
Fed  has  numbers)  total  new  car  loans 
added  up  to  close  to  $7.8  billion,  a  drop  of 
$600  million.  The  banks'  share,  howev- 
er, fell  almost  $500  million,  to  $4  billion, 
while  the  manufacturer-owned  lenders 
increased  their  share  of  the  month's 
loans  to  a  total  of  $2.4  billion. 

The  different  drummer 

The  growing  clamor  for  mandatory  wage 
and  price  controls  falls  on  deaf  ears  at  the 
National  Association  of  Manufacturers, 
whose  opposition  to  the  idea  is  even 
stronger  than  that  voiced  by  President 
Jimmy  Carter.  George  Hagedorn,  the 
NAM's  chief  economist,  would  scrap 
even  the  voluntary  curbs  that  the  Carter 
Administration  is  using  in  its  struggle 
with  inflation.  The  voluntary  controls 
should  be  withdrawn  no  later  than  the 
end  of  the  year,  Hagedom  says,  else  they 
could  cause  serious  shortages  of  essential 
products.  The  time  to  lift  controls,  the 
NAM  man  thinks,  is  when  inflation  is 
worst,  because  holding  prices  down  at 
such  a  time  discourages  production.  As 
for  instituting  mandatory  controls,  Ha- 
gedom adds,  the  NAM  remains  "totally 
opposed." 

After  tax  cuts,  what? 

Californians,  who  blithely  killed  off  $7 
billion  in  property  taxes  two  years  ago, 
are  just  becoming  aware  of  what  the  cut 
could  mean  in  services — iust  as  they  pon- 
der a  second  move  that  could  chop  their 
income  taxes  by  $5  billion,  25%  of  their 
state's  revenues.  The  first  big  tax  cut's 
effects  have  been  cushioned  by  Governor 
Jerry  Brown's  decision  to  use  his  state's 
surplus  cash  in  extra  aid  to  local  commu- 
nities, with  the  result  that  the  Golden 
State's  citizens  have  suffered  little  more 
than  weedier  parks,  shorter  library  hours 
and  dirty  windows  on  public  buildings. 
Brown's  surplus,  however,  is  expected  to 


run  dry  this  year,  even  before  the  new 
Proposition  9,  cutting  income  taxes,  is 
voted  on. 

A  recent  canvass  showed  that  60%  of 
Californians  had  never  heard  of  Proposi- 
tion 9,  backed  by  Howard  Jarvis,  a  princi- 
pal architect  of  Proposition  13,  the  big 
property  tax  cut  of  1978.  A  majority  of 
those  who  did  know  of  "Jarvis  II,"  how- 
ever, approved  of  it  and  the  current  con- 
sensus is  that  the  proposal,  to  be  voted 
on  in  June,  will  be  enacted.  One  group 
already  bracing  for  the  worst  of  the  reper- 
cussions is  the  state's  public  colleges, 
which  are  considering  such  alternative 
sources  of  funding  as  raising  tuition,  cut- 
ting enrollments,  firing  professors  and 
closing  campuses.  Elementary  and  high 
school  officials  talked  the  same  way 
when  Jarvis'  original  Proposition  13  was 
under  discussion,  but  the  effects  of  their 
dire  fears  have  been  largely  dissipated  by 
Governor  Brown's  infusions  from  the 
state's  cash-heavy  coffers,  now  rapidly 
approaching  the  poverty  level. 


J  1 


Howard  Jarvis 

When  tax  cuts  start  to  bite. 


Above  the  battle 

The  competition  for  the  potentially  huge 
video-disc-player  market,  which  is  ex- 
pected to  match  color  television  in  prof- 
itability in  the  home  entertainment  area, 
finds  the  biggest  electronics  manufactur- 
er of  all,  General  Electric,  remaining  de- 
liberately above  the  battle.  Though  it 
pioneered  in  developing  TV  (it  had  sets 
as  far  back  as  the  late  1930s),  GE  plans  to 
wait  until  one  of  the  current  disc-players 
begins  to  look  like  a  winner  and  then 
manufacture  that  one.  RCA,  Matsushita 
and  a  combination  of  North  American 
Philips  and  MCA  are  all  pushing  separate 
disc-playing  systems,  none  of  which  is 
compatible  with  the  others.  GE  says  it 
will  make  and  announce  its  decision 
sometime  this  year.  And  why  is  GE  leav- 


ing the  pioneering  to  others  this  time 
Because,  according  to  Vice  Chairma 
John  F.  Welch  Jr.,  who  oversees  consurrj 
er  products  for  the  company,  it  make 
more  sense  to  let  others  spend  thei 
money  on  research  and  then  make  a  dea 
with  the  winner  (or  winners),  particulaj 
ly,  he  adds,  in  light  of  the  fact  that  "evi 
eryone  wants  our  distribution  systen 
anyway." 

CBS,  which  fought  RCA  to  the  wire  oi 
color  TV  design  only  to  lose  out,  is  fol 
lowing  GE's  tack  and  has  been  license! 
to  manufacture  RCA's  disc-player.  No 
has  General  Electric  done  too  badly  iu 
TV  manufacturing  even  though  RCA'i 
color  system  won  out  a  generation  agoj 
Today,  RCA  and  Zenith  are  the  leader^ 
in  set  manufacturing  while  GE  is  run 
ning  a  comfortable  third. 

Flights  into  Egypt 

Airline  traffic  between  Israel  and  EgyptJ 
one  result  of  the  Camp  David  accords,  sd 
far  looks  like  a  one-way  street.  Israelis 
have  been  lining  up  by  the  hundreds  at  Bern 
Gurion  airport  for  El  Al's  twice-a-ween 
$170  round-trip  to  Cairo,  according  toll 
Abraham  Shavit,  the  Israeli  airline's  newl 
chairman.  But  so  far  only  a  relative  handful! 
of  Egyptians  have  shown  any  interest  inj 
their  Nefertiti  line's  45-minute  flights  to 
Tel  Aviv.  Egyptian  tourists,  Shavit  thinks, 
are  probably  biding  their  time  to  see 
whether  the  Cairo  government  is  really 
encouraging  them  to  visit  their  longtime 
enemy  on  the  other  side  of  the  Sinai 
desert. 

Political  economics 

The  inflation  fire-fighters  are  in  full  cry 
but,  except  for  the  Federal  Reserve,  no 
one  seems  to  be  manning  a  hose.  And| 
the  Fed,  which  is  using  tight  money  to 
pinch  off  demand  for  houses,  auto- 
mobiles and  business  loans,  is  drawing 
mainly  abuse.  ("Rather  than  asking  for 
equal  sacrifice  from  all  citizens,"  charges 
Jack  Carlson,  chief  economist  for  the 
National  Association  of  Realtors,  "the 
federal  government  is  leaning  heavily  on 
the  housing  industry.")  Election-year 
politics  seems  to  be  the  overriding  force. 
President  Carter  could  have  reduced  fed- 
eral spending  by  $2.3  billion  by  killing 
the  states'  take  from  revenue  sharing — 
but  he  needed  the  support  of  the  states' 
governors  for  reelection.  Congress  has 
recently  voted  to  increase  GI  benefits 
$700  million  beyond  what  the  White 
House  requested.  The  President  wants  to 
increase  arms  spending.  Not  only  is  Con- 
gress going  along — it  wants  to  top  him. 
It's  hard  to  find  a  politician  with  any 
stomach  for  reducing  Social  Security 
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PONTIAC  TAKES  ON 
THE  IMPORTS 


BONNEVILLE  vs.  AUDI  5000 


To  some  people,  Germany's  Audi  5000 
is  a  good  example  of  a  fuel-efficient 
five-passenger  car. 

Now  look  at  how  Pontiac's  six- 
passenger  Bonneville  beats  it.  With 
room  to  spare. 

BONNEVILLE  OFFERS  BETTER 
MILEAGE. 

According  to  the  fuel  economy  sticker 
the  government  requires  on  every 
new  car  sold  in  America,  this 
luxurious  Bonneville  rates  18  EPA 
EST.  MPG,  while  Audi  5000  rates 
17  EPA  EST.  MPG.  Remember:  Com- 
pare the  "estimated  mpg"  to  the 
"estimated  mpg"  of  other  cars.  You 
may  get  different  mileage  depending 
on  how  fast  you  drive,  weather  con- 
ditions and  trip  length.  Audi 
mileage  estimates  the  same  in  Calif., 
while  Bonneville's  are  even  higher 
Pontiacs  are  equipped  with  GM-built 
engines  produced  by  various  divi- 
sions. See  your  dealer  for  details. 


"IS  IT  POSSIBLE 
THAT  PONTIAC  IS  THE  REAL 
EFFICIENCY  EXPERT?" 


BONNEVILLE  HAS  LOWER 
ANNUAL  FUEL  COSTS. 

According  to  that  same  government 
sticker,  Bonneville  saves  you  an 
estimated  $53  in  gas  per  year  over 
Audi  5000.  The  EPA  bases  annual 


fuel  costs  on  each  car's  "estimated 
mpg"  for  15,000  miies  at  90?  per 
gallon.  However,  the  annual  fuel 
costs  quoted  here  are  based  on  a 
more  realistic  fuel  price  of  $1.10 
per  gallon. 

BONNEVILLE  IS  PRICED 
$3701  LESS. 

According  to  the  government 
required  price  sticker,  Bonneville  is 
priced  at  $6974,  while  Audi  5000 
is  priced  at  $10,675.  This  base  car 
comparison  of  manufacturer  sug- 
gested retail  prices  includes  automatic 
transmission. Taxes,  license,  destina- 
tion charges  and  available  equipment 
additional.  Destination  charges  vary 
by  location  and  affect  comparison. 
Level  of  standard  equipment  varies. 

Add  up  what  you  save  on  esti- 
mated fuel  costs  and 
base  price,  and  Bonne- 
ville wins  by  $3754 
See  your  dealer. 


AND  WINS  BY  $3754! 


AkinToffier 

Author  of  Future  Shock 

[THE 

THIRD 

WAVE 

NOW,  FROM  THE  AUTHOR  OF  FUTURE  SHOCK 
— A  BLAZING  NEW  BOOK  ON 
THE  PROMISE  OF  TOMORROW 


As  business  battles  a  runaway 
economy,  exciting  new  possibilities 
open  up.  Toffler  describes  the  fast- 
changing  business  environment, 
the  "de-massified  market,"  and  the 
corporation  of  the  future.  Jobs... 
media... lifestyles... family  forms... 


flex-time. .  .worker  motivation. .  .the 
"electronic  cottage"... and  the  poli- 
tics of  the  future.  In  striking,  realis- 
tic detail,  Toffler  tells  how  business 
fits  into  the  extraordinary  new  civi- 
lization racing  toward  us.  $14.95 
A  Literary  Guild  Main  Selection. 


William  Morrow  EJa 

105  Madison  Ave  ,  NY.  NY  10016  mill 


3fiohey-<Jreeman 


Once  you  put  on  a  Hickey-Freeman  suit, 
you  won't  be  satisfied  with  anything  less. 

Certainly,  a  Hickey-Freeman  suit  costs  more  than  most 
others.  But  once  you  try  one  on,  you'll  know  why.  The 
comfort,  fit  and  appearance  of  a  Hickey-Freeman  suit  tell 
you  that  it  could  only  have  been  hand-crafted  by 
master  tailors  with  a  level  of  quality  virtually 

unknown  today. 

L  You'll  notice  the  natural  roll  of  the  lapels,  for 

instance.  Working  a  controlled  amount  of 
fullness  between  the  1 200  silk  stitches,  the 
tailor  creates  the  graceful  roll  in  the  lapels 
that  turns  them  neatly,  permanently  back 
against  the  chest.  Costly?  Yes,  but 
unsurpassed  in  quality  and  value. 

1980.  Hickey-Freeman  Co  .  Inc..  1155  Clinlon  Ave  .  N  .  Rochester.  NY  14621 
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benefits — senior  citizens  vote,  too. 

Congressmen  on  both  sides  of  the  aisl 
are  clamoring  for  tax  cuts  that  can  onh 
increase  the  budget  deficit,  and  the  cami 
paign  for  a  constitutional  amendmen 
that  would  mandate  a  balanced  federa 
budget  seems  to  be  stopped  dead  in  th« 
water.  Thirty  states  rushed  to  heed  the 
call  for  a  constitutional  convention  to 
vote  such  a  move  a  year  ago,  but  no  on« 
sees  any  sign  that  the  additional  foui 
states  needed  to  force  such  a  convention 
will  be  forthcoming. 


The  fine  Arabic  hand 

The  pen  nib  lives,  despite  the  universa 
presence  of  the  ball-point.  Parker  Pen's 
British  subsidiary  has  just  finished  ship 
ping  to  Saudi  Arabia  300,000  bottles 
holding  4,000  gallons  of  its  fountain-pen 
ink.  This  accounts  for  two-thirds  of  the 
total  that  Parker  sells  annually  in  the 
U.S.  And  why  do  the  Saudis  cling  to  the 
dippable  pen?  Because  the  elaborate  cur- 
licues and  subtle  shadings  of  Arabic  cal 
ligraphy  are  best  rendered  with  a  proper 
pen  point. 


The  voices  of  television 

Women's  voices  command  children's  at- 
tention on  television,  male  voices  turn 
them  off,  says  Daniel  Anderson,  a  Uni- 
versity of  Massachusetts  psychology  pro- 
fessor. Anderson's  research  team  found 
that  kids  often  listen  even  when  not 
watching  the  tube.  A  child's  or  a  wom- 
an's voice,  he  says,  signals  that  some- 
thing interesting  is  coming  on;  a  mascu- 
line baritone  heralds  Dullsville — news- 
casts, ads,  adult  shows.  Animals, 
Anderson  says,  also  turn  off  the  moppets. 
Father,  it  would  seem,  does  not  know 
best  after  all. 


The  jawbone  brigade 

When  in  doubt,  bring  up  more  troops. 
That  axiom  is  getting  more  attention  in 
the  offices  of  the  White  House  Council 
on  Wage  &  Price  Stability,  monitor  of 
the  President's  campaign  of  "voluntary" 
economic  controls.  The  council  at  pres- 
ent has  only  59  watchmen  to  ride  herd 
on  the  myriad  price  changes  that  take 
place  every  day  in  the  economy,  and  the 
staff  is  talking  about  150  to  200  addition- 
al hands  to  do  a  better  job.  That  would 
naturally  mean  a  substantial  increase  in 
the  council's  present  budget  of  less  than 
$10  million  a  year,  but  since  moral  sua- 
sion is  the  only  weapon  of  which  they 
can  avail  themselves,  the  council  mem- 
bers argue,  the  more  jawboners  available 
the  more  effective  their  work  may  be. 
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AEP  Reports 
Big  Oil  Saving 
By  Using  Coal 

By  Peter  Holmes 
of  the  Dispatch  Staff 

WASHINGTON  -  Nearly  950,000  barrels  of  oil  have 
been  saved  in  November  by  coal-fired  electricity 
generating  boilers  of  the  American  Electric  Power  Co. 
(AEP). 

Company  officials  in  New  York  reported  that  879,897 
megawatt  hours  of  electricity  were  sold  to  utilities  in 
Pennsylvania,  Maryland  and  Virginia  in  the  first  19  days 
of  the  month  through  the  power  transmission  grid. 

SIXTY-FOUR  PERCENT  of  the  power  sold  displaced 
electricity  which  would  have  been  generated  by  oil-fired 
turbines,  AEP  spokesmen  said. 

Sales  of  coal-generated  electricity  to  utilities 
generating  electricity  by  oil  or  natural  gas  is  called  coal- 
by-wire. 

Coal-by-wire  enables  utilities  to  use  otherwise  unused 
generating  capacity,  increasing  their  revenues  and 
decreasing  costs  to  their  Ohio  consumers. 

GOV.  JAMES  A.  RHODES  is  a  strong  proponent  of 
coal-bv-wire  and  other  measures  to  mere"""  ' '   ^  ^ 

Reprinted  from  the  Columbus,  Ohio  Dispatch 
Nov.  22, 1979 


Americ 


K«n o  ™lc™San  Electric, 
Kentucky  Power,  Kingsport  Power 

and  Wheeling  Electric. 


American  Electric  P< 


ower 


FollowThrough 


Fine  American 
Autographs 

The  Property  of  a 
New  York  Private  Collector 

including  Washington's  Farewell  to  the 
Continental  Army.  June  12,  1783:  "...  I  bid  a 
last  farewell  to  the  cares  of  Office  and  all  the 
employments  of  public  life. . ." 


to  be  sold  at  auction, 
Wednesday,  April  9  at  2  pm. 
Illustrated  catalogue  $6  by  mail, 
order  by  sale  no.  4356 
with  check  enclosed  to 
Sotheby  Parke  Bernet.  Dept.  RB 
Inquiries:  Stuart  Bennett 
(212)  472-3593 
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payabli  bj  all  Buj 


ii  charged  to  Sellers  is  M 
lol  sold  for  over  $500. 
jecl  to  a  premium  of  10'; 
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Sotheby 
Parke  Bernet 

Founded  1744   'Hie  world's  leading  firm 
di  art  auctioneers 
980  Madison  Avenue    New  York  10021 
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The  parolee's 
pigs  .  .  . 

Anthony  (Tino)  DeAngelis  joined  the 
business  immortals  in  the  1960s  when 
he  used  warehouse  receipts  and  invoices 
for  1.8  billion  pounds  of  nonexistent  sal- 
ad oil  to  clip  Wall  Street  and  an  astute 
financial  power  like  the  American  Ex- 
press Co.  for  hundreds  of  millions.  When 
he  went  down  he  was  the  biggest  vegeta- 
ble oil  dealer  in  the  U.S.  and  in  his  slide 
he  took  with  him  two  big  brokerage 
houses.  American  Express'  settlement, 
estimated  at  $7.45  a  share  after  taxes, 
was  expected  to  wipe  out  its  1965  prof- 


Old  hands,  new  tricks 

■■■■■■■■■■i  Tino  could  get  another  20  years  if  com 
victed  on  just  the  racketeering  charge  iri 
the  indictment,  and  the  man  who  onc« 
ran  an  operation  with  assets,  imaginary 
and  otherwise,  measured  in  nine  figures 
has  sought  a  public  defender  because  he 
can't  afford  a  lawyer. 


Angelo  DeAtTgelis 

From  imaginary  oil  to  real  pigs. 

its,  along  with  those  of  1964  and  much  of 
1963's,  Forbes  reported  (Dec.  1,  1965). 
Tino  served  7  years  of  a  20-year  sentence 
for  that  caper. 

Now  65,  DeAngelis  was  back  behind 
bars  last  month,  this  time  in  an  Indiana 
county  jail.  After  leaving  federal  prison, 
it  seems,  he  returned  to  his  first  love,  the 
pork  business.  His  salad  oil  had  been 
imaginary;  his  pigs  were  real.  The  prob- 
lem was  the  way  he  paid — or  didn't 
pay — for  them.  An  Indianapolis  federal 
grand  jury  has  just  indicted  Tino  and  his 
sister,  and  also  the  executive  vice  presi- 
dent and  two  former  officials  of  the  Mer- 
chants National  Bank  &  Trust  Co.,  one 
of  the  three  top  financial  institutions  in 
the  Indiana  capital.  Tino's  sister's  ex- 
husband  (a  confrere  in  the  salad  oil  scam) 
was  hit  with  a  separate  complaint.  The 
bank  noted  the  drafts  it  issued  to  the 
stockyard  "order  buyers"  who  supplied 
hogs  to  "Mr.  Pork"  had  been  repaid,  and 
it  vowed  to  defend  the  three  bankers. 


.  .  .  the  parolee's 
gasoline 

When  Forbes  last  talked  to  Harold  Gold- 
stein (Aug.  15,  1973),  he  was  on  his  way 
to  jail  for  mail  fraud  involved  in  selling 
millions  in  illegal  naked  commodity  op-[ 
tions.  In  1977  he  was  back  in  the  slam- 
mer for  scheming  to  help  sell  unregis- 
tered security  options  in  gold. 

Today,  a  paroled  Harold  Goldstein  isd 
sitting  in  the  chairman's  office  of  Col 
Petro  Marketing  Group,  Inc.,  a  Los  Ange- 
les-based gasoline  wholesaler-retailer.  A 
private  policeman  in  the  lobby  and  pock- 
et-badge security  separate  him  from  the) 
FBI,  the  Department  of  Energy,  thd 
Commodity  Futures  Trading  Commisj 
sion  and  a  federal  grand  jury,  all  appar- 
ently looking  at  Goldstein's  gasoline 
business  for  the  kinds  of  fraud  he  has 
been  guilty  of  in  the  past. 

Sipping  ice  water  and  munching  a 
roast-beef-on-rye,  the  rotund,  owl-eyed 
Goldstein  says:  "You  have  to  remember, 
I'm  on  parole.  Ii  I  make  a  mistake  they'll 
send  me  right  back  to  Terminal  Island." 

The  authorities  have  pounced  on  Gold- 
stein and  Co  Petro  because  in  eight 
months  the  firm  has  sold  800  forward 
contracts  on  gasoline  worth  $9  million  to 
investors.  The  angle  is  obvious.  The  ma- 
jor oil  corporations  use  forward  contracts 
all  the  time  to  keep  their  refineries  and 
filling  stations  in  business.  Goldstein's 
alleged  goal  is  to  offer  the  same  opportu- 
nity to  the  public. 

The  scheme  bears  the  hallmark  of 
Goldstein's  well-known  ability  to  find 
loopholes  in  the  law.  He  alleges  gasoline 
contracts  don't  fall  under  existing  com- 
modity or  security  regulations  and  as 
such  are  unregulated.  But  he  admits  that 
unless  Co  Petro  is  actually  in  the  gasoline 
buying  and  selling  business,  writing 
these  contracts  would  be  in  violation  of 
futures  trading  regulations.  Worse,  inves- 
tors in  the  contracts,  most  of  which  have 
not  yet  come  due,  could  lose  all  unless  Co 
Petro  turns  out  to  be  more  than  just  a 
figment  of  Goldstein's  imagination. 

Is  Co  Petro  for  real?  Goldstein  and  his 
partner,  six-foot-three-inch  Michael  Kri- 
vacek,  a  magna  cum  laude  graduate  of 
Northwestem's  law  school  and  a  practic- 
ing attorney,  say  it  is.  Krivacek  rattles  off 
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IT  TAKES  MORE  THAN  A 
GREAT  LOCATION  TO 
MAKE  AGREAT  LOCATION 


Follow-Through 


itistics  which  include  assets  of  $15 
illion  (basically  3 1  car  washes  and  gas- 
ine  stations  in  four  states),  cash  flow  of 
□re  than  $100,000  per  day,  liquidity  of 
.9  million,  and  commitments  with 
ajor  independent  oil  companies  to  take 
livery  of  24  million  gallons  of  gasoline 
er  the  next  year.  There  are  invoices 
at  show  delivery  of  gasoline  from  ma- 
:  suppliers,  invoices  for  deliveries  to 
stomers  and  canceled  checks  to  show 
me  investors  have  already  made  33% 
99%  gains.  If  Co  Petro  is  a  phony,  this 
Harold  Goldstein's  chef  d'oeuvre,  me- 
:ulously  carried  out  down  to  chit  sheets 
•  driver  time  on  gas  deliveries. 
The  manager  of  the  Plaza  Car  Wash  in 
Drth  Hollywood  is  adamant  that  Co 
tro  not  only  is  for  real  but  in  fact  owns 
e  Plaza  Car  Wash  and  provides  it  with 


wold  Goldstein 


om  imaginary  gold  to  (perhaps)  gas. 

soline.  And  the  Fluor  Corp.  of  Irvine, 
ilif.,  for  one,  says  it  has  purchased  gas- 
ne  from  Co  Petro.  One  major  gas  sup- 
er specifically  mentioned  by  Co  Petro, 
wever,  contends  he  has  no  record  of 
ing  business  with  Co  Petro  (although 
grants  gas  could  be  finding  its  way  to 
n  indirectly). 

Attacks  on  the  authenticity  of  Co 
tro  don't  seem  to  bother  Goldstein, 
wever,  as  much  as  other  matters.  He 
mits  that  some  outside  firms  that  sell 
>  forward  contracts  may  not  have  al- 
lys  been  models  of  propriety.  Gold- 
:in  says  he  has  stopped  offering  con- 
icts  through  ten  of  these  offices  and 
11  in  the  future  use  only  two  tightly 
ntrolled  southern  California  sales  of- 
es  that  will  only  deal  with  investors 
10  intend  to  take  delivery  of  the  gaso- 
ie.  "I  told  investors  I  don't  intend  to 
back  to  jail,"  he  observes  sourly. 
Ve'ie  being  150%  careful." 


Excellent  market 
proximity  and  hundreds  of 
other  factors  add  up  to 
making  Arkansas  one  of 
America's  Top  Ten  Business 
Climates.  There  are  two 
specific  factors  that  make 
Arkansas  The  Great  Loca- 
tion: readily  available,  com- 
petitively priced  energy,  and 
a  very  productive  workforce. 

While  industries 
everywhere  are  in  dire  need 
of  more  and  different  sources 
of  energy,  Arkansas  manu- 
facturers have  consistent 
supplies  of  a  variety  of 
energy  types.  They  know  they 
have  The  Great  Location. 

With  declining  worker 


productivity  nationwide, 
manufacturers  in  Arkansas 
are  happily  realizing  an 
actual  increase.  Especially 
over  the  productivity  they 
measure  at  their  operations 
in  other  states. 

Even  if  you  have 
a  great  location,  physically, 
you  may  not  have  the  energy 
and  productivity  that  makes 
Arkansas  The  Great  Location. 
For  further  information, 
please  write  or  call  Arkansas 
Department  of  Economic 
Development— F,  One  State 
Capitol  Mall,  Little  Rock,  Ar- 
kansas 72201.  (501)  371-7675. 

ARKANSAS 


Your  building  is 
already  wired  for 
Robertshaw's 
unique  new 
fire  alarm  system. 
Bank  the  savings. 


For  the  first  time,  building  owners  can  have  a  central  alarm  system  with 
modules  that  simply  plug  into  almost  any  existing  AC  wiring.  Saves  labor 
and  materials  costs,  particularly  in  renovation  and  retrofit  jobs.  Patented 
and  UL  listed,  the  new  FMS 1 0OO/AC  can  also  be  fitted  to  control  start/ 
stop  for  heating,  ventilating  and  air  conditioning  equipment.  Or  initiate 
voice  communications  to  any  part  of  a  building. 

Highly  flexible,  this  unique  Robertshaw  system  can  cover  any  size 
building  and  also  work  through  dedicated  or  leased  lines.  Produces 
printed  record  of  alarms. Options  include  battery  power  backup,  remote 
annunciator  modules, and  more.  For 
details  on  life  safety  and  building 
operating  economy,  write  to  Robert- 
shaw Controls  Company,  Dept.  CSF, 
P.O.  Box  26544,  Richmond, Virginia 
23261.  Or  call  804/288-3081. 


The  Energy  Control  Company  . 
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Readers  Say 


The  oil  is  here 

Sir:  The  Kenneth  Arrow  interview  (Feb 
4)  stated,  "The  oil  isn't  there.  The  U.S. 
has  been  thoroughly  explored  for  a  long 
period  of  time.  ..."  The  vast  majority  of 
the  wells  drilled  in  the  U.S.  have  not 
penetrated  below  5,000  feet.  Geologists 
believe  there  is  much  oil  to  be  discovered 
at  greater  depths  or  in  remote  regions 
where  wells  have  not  been  drilled. 
—Henry  W.  See 
Vice  President,  Marketing 
and  Communications, 
Apache  Corp. 
Minneapolis,  Minn. 


Look  at  Brazil 

Sir:  We  surely  have  the  technology  to 
isolate  the  OPEC  gang.  Forbes  itself  said 
that  our  forests  alone  could  easily  supply 
us  through  all  eternity.  Why  not?  Brazil 
is  doing  it  with  only  5%  of  their  land 
area  in  sugar,  and  they  will  soon  be  able 
to  thumb  their  noses  at  OPEC.  Or  are 
they  that  much  smarter  than  we  are? 
— Rod  Morgan 
Plymouth,  Mich. 


Let's  push  synfuels 

Sir:  Now  that  our  foreign  policy  seems  to 
have  awakened  in  face  of  the  Afghani- 
stan invasion,  we  should  search  for  a 
stable,  domestic  source  of  energy.  The 
risk  our  present-day  managers  are  run- 
ning in  neglecting  the  domestically  re- 
newable synfuels  industry  seemingly 
begs  further  government  intervention 
along  the  alcohol-mandated,  Brazilian 
model.  The  advantages  of  advance  plan- 
ning are  obvious. 
— David  Jolm  Fitzpatrick 
Chicago,  III. 


Misdirected  spending 

Sir:  Re  your  editorial  on  the  underground 
economy  (Fact  and  Comment,  Mar.  3):  If 
our  public  officials  are  going  to  continue 
to  pander  to  various  pressure  groups  in 
an  effort  to  obtain  votes,  they  are  going 
to  continually  see  greater  tax  cheating, 
regardless  of  income  tax  rates. 
— R  E.  Carlson 
Grafton,  N.  Dak. 


How's  that  again? 

Sir:  I  hope  that  your  readers  realize  that 
we  poor  benighted  writers  submit  arti- 


cles, for  which  editors  then  supply  the 
titles.  The  main  point  of  my  article  in 
your  Mar.  17  issue  was  that  we  now  face 
a  rearmament  boom,  the  financing  of 
which  will  produce  a  further  acceleration 
of  inflation,  soaring  interest  rates  and  a 
financial  crisis  because  financial  institu- 
tions will  experience  an  intolerable  level 
of  disintermediation.  At  this  juncture  a 
serious  recession  is  not  only  unlikely,  it 
is  impossible. 
— Ashby  Bladen 

Senior  Vice  President,  Investments, 
Guardian  Life  Insurance  Co. 
New  York,  N.Y. 

Oops.  Our  headline  read:  "A  major  recession 
is  now  inevitable."  It  should  have  read  'A 
major  financial  crisis. . ."  There  is,  after  all, 
a  big  difference  between  pneumonia  and  a 
heart  attack  even  though  they  both  make  you 
very  sick — Ed. 


They  saw  the  trap 

Sir:  The  point  you  make  in  "Educating 
Educators  about  Business"  (Fact  and 
Comment,  Feb.  18)  is  surely  valid. 

In  the  case  of  BYU,  we  do  not  mind 
being  used  to  illustrate  that  particular 
point  since  we  have  never  promoted  fed- 
eral assistance  to  higher  education,  and 
have  severely  limited  the  amount  we  will 
accept  for  the  very  reasons  set  out  in 
your  editorial. 
— Dallin  H.  Oaks 
President, 

Brigham  Young  University 
Provo,  Utah 


Coming  to  grips 

Sir:  The  FASB  must  someday  come  to 
grips    with    market-value  accounting 
("The  real  REIT  world, "fan.  21).  It  seems 
strange  that  next-door  neighbors,  com- 
panies A  and  B,  have  buildings  that  cost 
$5  million,  depreciated  on  their  books  to 
$4  million  but  now  worth  $10  million, 
can  sell  to  each  other  and  each  book  a  $6 
million  profit.  If  they  remain  and  do  not 
sell,  next  year  the  book  values  will  again 
be  reduced. 
— Claude  M.  Ballard 
Vice  President,  Real  Estate  Investment, 
Prudential  Insurance  Co.  of  America 
Newark,  N.f. 


Takes  a  lot  of  wood 

Sir:  I  disagree  with  "Sane  Maine  Does  It 
Again"  (Fact  and  Comment,  Feb.  18). 
You  would  be  surprised  how  fast  a  cord 


of  wood  bums  when  it  is  20  below  zer| 
outside  and  you  are  trying  to  keep  th| 
water  pipes  from  freezing  inside. 

As  a  Maine  farm  boy  in  the  late  1920si 
chipped,  sawed,  split,  carried  anj 
stocked  to  keep  the  human  body  frort 
becoming  stiff.  Efficiencies  have  madi 
great  progress  in  over  50  years,  but  thi 
BTUs  required  have  not  changed. 
— L.L  Russell 
Virginia  Beach,  Va. 


No  big  deal 

Sir:  "Soldier's  pay"  (Trends,  Feb  18)  im 
plies  criticism  in  the  statement  thai 
commissaries  save  military  people  $84( 
million  per  year. 

There  are  2  million  people  (not  count| 
ing  their  families  and  the  retired  folks 
who  rate  use  of  the  commissaries.  Thai 
means  a  $240  saving  per  person  per  year! 
That's  35  bucks  a  month — hardly  enough 
to  knock  the  socks  off  A&P,  Safewayj 
Grand  Union,  Pantry  Pride,  Giant,  Pigglyf 
Wiggly,  Winn-Dixie  and  all  the  rest  of 
those  corner  groceries  which  serve  tha 
other  228  million  Americans. 
-D  E.  Schaet  (Col.,  USMC) 
Springfield,  Va. 


Cigar  smoking 

Sir:  I  have  noted  your  defense  of  thei 
rights  of  cigar  smokers.  A  cigar,  accord-; 
ing  to  HEW,  is  not  harmful  to  health,  so 
why  should  a  cigar  smoker  be  denied  the 
right  to  the  solace  of  his  cigar?  If  it  is  the 
fragrance  that  is  objectionable,  people 
have  reason  to  also  object  to  the  garlic 
breath,  perspiration  of  others,  etc. 

There  is  no  limit  to  the  current  wave 
of  "rights"  demanded  in  our  Me  society. 
—Milton  S.  Gladstone 
Neiv  York,  N.Y. 


What  we  are 

Sir:  Re  the  article  on  Cole  National  (Feb.\ 
4):  Topps  is  a  watchband  manufacturing 
company,  not  an  English  retailer.  It  has 
nothing  to  do  with  keys,  engraving,  etc.  ] 

— M.D.  Schwarz 
Chairman, 

Topps  of  England  Ltd. 
West  Sussex,  England 

The  former  president  of  Cole,  Joseph 
Cole — under  whom  the  Topps  acquisition 
was  made — had  told  us  Topps  was  in  keys 
and  engraving.  We're  sure  Mr.  Cole  will  be 
pleased  to  know  what  fie  bought — Ed. 
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rhe  Connection  by  Qwip. 
It's  the  executive  mailbox. 

Owip  Systems,  America's  leader  in  facsimile, 

has  dramatically  improved  business  communications  with  The  Connection. 
Automatically  and  unattended,  it  sends  or  receives  a  copy  of  almost 
anything  you  can  put  on  a  piece  of  paper  to  any  office  anywhere, 
in  just  two  minutes  over  the  phone  lines. .  .even  after  office  hours. 

The  Connection  is  designed  to  improve  executive  productivity 
by  getting  you  information  when  you  need  it,  in  your  office 
where  you  need  it.  And,  with  the  simple. addition  of  an  easy-to-use 
multiple-paper  cassette,  The  Connection  becomes  your 
executive  mailbox ..  .the  quick,  easy,  efficient  way 
to  make  electronic  written  connections.  . 

The  Connection  is  small  enough  to  fit  unobtrusively  into  any  work  area, 

versatile  enough  to  connect  with  most  other  2,  3,  4,  or  6  minute 

facsimile  machines  and  inexpensive  enough  for  any  office. 

Working  day  and  night,  The  Connection  will  save  you  time  and  money. 

It's  a  major  ally  in  the  fight  against  too  much  work  and  too  little  time. 

For  more  information  on  The  Connection,  or  our  other  facsimile  machines,: 

~all  our  foil  free  number  or  send  in  the  coupon. 


Start  saving 
money  ..stop  mixing 
in  our  business. 


We're  professionals  at  what  we  do,  and  if  you're 
mixing  in  our  business,  you  may  be  making 
an  expensive  mistake.  Because  our  business  is 
to  provide  specialized  cost-saving  services 
that  will  let  you  concentrate  on  what  you  do  best. 

We're  PHH  Group,  a  billion-dollar  corporation 
offering  services  that  are  far  outside  the  main- 
line expertise  of  most  companies.  We  manage 
employee  relocations — provide  car  and  truck 
fleet  management — monitor  diesel  fuel  and  re- 
lated truck  and  equipment  purchases — and 
provide  maintenance  control  for  centrally  gar- 
aged vehicles.  Valuable  in  good  times  and  bad, 
our  services  save  big  money  for  most  of 
America's  largest  corporations.  Here  are  some 
of  the  ways. 

PERSONNEL  RELOCATION  SERVICES 

Our  Homequity  company  is  the  nation's  leading 
authority  on  executive  relocation, helping  more 
than  300  corporate  clients  relocate  over  25,000 
of  their  employee  families  yearly  to  all  parts 
of  the  country.  Homequity  will  buy  your  trans- 
ferring employee's  home  at  its  full  market 
value,  find  a  new  home,  and  manage  the  move- 
ment of  his  household  goods.  These  and 
other  Homequity  services  translate  into  greater 
convenience  for  the  moving  family  and  an  im- 
proved bottom  line  for  companies  now  handling 
their  own  employee  transfers  and  relocations. 

FLEET  MANAGEMENT  SERVICES 

Peterson,  Howell  &  Heather  offers  corporate 
clients  a  wide  range  of  vehicle  management  and 
cost-control  programs.  We  will  manage  your 


vehicle  fleets  for  you,  supervise  their  mainten- 
ance, and  continually  audit  their  cost  efficiency 
to  save  you  every  possible  dollar  More  than 
180,000  vehicles — cars,  trucks,  and  specialty 
equipment — are  now  under  management, 
making  us  the  largest  company  of  our  kind  in 
the  world. 

FUEL  PURCHASE  PROGRAMS 

If  you  need  to  purchase  diesel  fuel  for  your  over- 
the-road  trucks,  our  National  Truckers  Service 
can  do  it.  NTS  will  ease  your  paperwork,  solve 
your  fuel  tax  problems,  and  relieve  your  opera- 
tional headaches  Disciplined  purchasing 
practices  and  detailed  documentation  are  parts 
of  a  program  that  gives  you  better  control 

MAINTENANCE  REPORTING  SYSTEMS 

Our  Mamstem  company  specializes  in  identify- 
ing and  controlling  the  maintenance  costs 
associated  with  centrally  garaged  vehicles  and 
equipment.  Working  with  Mainstem's  expe- 
rienced fleet  advisors  and  extensive  computer 
systems,  municipal,  corporate,  and  utility 
fleet  operators  now  monitor  and  schedule  the 
maintenance  and  replacement  of  more  than 
220,000  pieces  of  equipment. 

Instead  of  mixing  in  our  business,  call  us.  We'll 
show  you  how  you  can  concentrate  on  what  you 
do  best,  and  save  a  lot  of  money  by  letting 
us  do  for  you  what  we  do  best.  For  a  copy  of  our 
Company  book,  call  (301 )  667-4000.  Or  write 
PHH  Group,  Inc.,  Corporate  Communications 
Dept.  FB,  1 1 333  McCormick  Road,  Hunt  Valley, 
Maryland  21031. 


GROUP 

WE  HELP  COMPANIES  MIND 
THEIR  OWN  BUSINESS 


You  grow* 

Puerto  Rico  offers  you  the  manufacturing, 
transport,  communication  facilities  you  need  for  expansion: 

•  Fast  start-up— 56  buildings  totaling  1J63703  sq.  ft.  ready  for  immediate 
occupancy,  many  at  $1.50  per  foot. 

•  Fifth  largest  port  for  container  shipping  in  the  world  —  35%  tonnage  increase 
in  the  last  two  years. 

•  Second  largest  public  utility  in  U.S.  Energy  capacity  has  steadily  increased 
to  4-2  million  k\v  with  2.2  million  kw  capacity  in  reserve. 

•  Air  cargo  lift  totaled  186,180  tons  in  1978,  with  average  annual  growth  for  the 
last  four  years  of  19.4%.  Twenty-one  airlines  serve  world-wide  markets. 

Wgrow. 

Increased  industrial  output  means 
a  higher  standard  of  living  and  a  more  able  work  force: 

•  Nianutacturing  employment  rose  to  156,700  jobs  as  of  October  1979. 

•  Upward  mobility:  Now  over  13,000  island-trained  middle  managers  and  top 
professional  executives. 

•  Manufacturing  payroll  increments  have  contributed  $337,000,000  annually 
to  other  sectors  of  the  economy. 

•  Advanced  training  programs  have  created  a  highly  skilled  work  force  capable 
of  producing  complex  products  like  computers,  pacemakers  and  other 
cardiovascular  equipment. 


Puerto  RicoJJSA. 

The  ideal  second  home  tor  American  Business. 


A  partnership  that  works. 

For  more  information:  Write  us  on  your  company  letterhead,  Puerto  Rico  Economic  Development  Administration, 
Dept.  FB-7,  1290  Av  enue  of  the  Americas,  New  York,  New  York  10019.  Or  call  us,  toll  free  (800)  22  3-0699  ext.  228 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in  Chief 


NOW  ONLY  FORD  CAN  SAVE  THE  GOP 


)m  a  presidential  election  disaster  that  would  result  from  a 
:ket  headed  by  Ronald  Reagan. 

Three  months  ago,  from  the  myriad  field  of  would-be  Republi- 
n  nominees,  we  plumped  for  George  Bush  and  for  a  happy  while 
looked  as  if  he  could  win.  But  on  the  heels  of  his  better  than 
to-1  thumping  by  Reagan  in  New  Hampshire  came  Vermont 
d  then  the  Massachusetts  disappointment,  with  both  Reagan 
d  Anderson  equaling  his  share  of  the  vote.  Then  Florida. 
The  requisite  Bush  momentum  is  gone,  and  so  is  his  chance 
halt  the  Reagan  nomination. 

The  other  experienced,  appealing  moderate,  Howard  Baker, 
now  out,  and  Reagan's  2-to-l  victory  in  South  Carolina 
minated  John  Connally. 

John  Anderson?  Mr.  Anderson's  problem  is  that  he's  running 
the  wrong  party  primaries.  At  the  Democratic  convention 
'd  be  a  shoo-in,  if  Carter  hadn't  already  wrapped  up  commit- 
t  delegates  when  the  only  alternative  was  Teddy. 
But  it'll  take  a  lot  of  arduous,  intensive  and  swift  Doing  if 
r.  Ford's  to  be  the  GOP  nominee.  As  a  practical  matter  at 
is  crucial  juncture  in  the  tide  of  Republican  affairs,  only  Mr. 


Ford  can  conceivably  keep  the  convention  from  being  domi- 
nated by  the  hard-core  Loeb-ish  Right  Wing  who  gave  us  Barry 
Goldwater  in  1964. 

fust  think  for  a  minute  what  Ford  has  going  for  him  and  for 
this  country — 

He  had  the  rate  of  inflation  down  from  9.5%  when  he  took 
over  in  the  White  House  to  4.8%  when  he  left.  (The  rate — at 
the  moment — is  18%.)  The  prime  rate  was  6V2%  compared 
with  today's  17%%.  If  you  think  inflation  is  not  going  to  be 
the  major  issue  by  November,  you're  not  thinking. 

Ford  had  programs  and  appropriations  in  the  works  to  pro- 
vide America  with  some  of  the  military  muscle  that  might 
have  given  Russia  pause  before  their  Afghan  pounce.  Mr. 
Carter  sapped  essential  defense  hardware  in  favor  of  rhetoric. 

And  the  prospect  of  Henry  Kissinger  back  as  Secretary  of 
State  should  reassure  Americans  as  much  as  it  will  bring  joy 
and  relief  abroad  that  our  foreign  policy  will  again  have 
strength,  purpose  and  direction. 

By  this  November,  instead  of  Mr.  Carter  nosing  out  Mr.  Ford 
by  an  eyelash,  it  could  easily  be  vice  versa  by  an  avalanche. 


I  ASKED  THE  GERMAN  GOVERNMENT'S  HEAD  ECONOMIST 

iat  he  would  suggest  we  do  about  our  rate  of  inflation  if  he    burdens  on  capital  investment. 


ire  advising  President  Carter  rather  than  Chancellor  Helmut 
hmidt.  We  were  next  to  each  other  at  a  dinner  honoring  the 
lancellor,  and  Dr.  Horst  Schulmann  made  it  clear  that  his 
servations  were  absolutely  informal — in  no  way,  shape  or 
m  "official." 

Given  that  caveat,  he  expressed  shock  at  the  current  U.S. 
>%  rate  of  savings  and  attributed  much  of  that  problem — and 
e  related  bigger  one  of  our  18%  rate  of  inflation — to  our  tax 
licies,  which  are  so  high  on  income  and  put  such  heavy 


"In  Germany,  we  have  a  much  higher  tax  on  gasoline  and 
consumer  goods,"  said  he,  "but  we  don't  penalize  income  and 
the  result  is  to  encourage  savings  more  than  spending. 

"And  our  unions  and  our  companies  don't  regard  each  other 
as  opponents.  They  recognize  their  mutual  interest  in  Ger- 
many's economic  health.  Thirty  percent  of  our  GNP  is  export- 
ed, and  our  markets  are  equally  open  to  imports,  so  we  work 
together  to  maintain  high  productivity,  to  keep  our  economy 
thriving,  and  to  hold  down  inflation." 


IF  OTHERS  END-PLAY  OUR  RUSSIAN  WHEAT  EMBARGO 

upping  their  grain  exports  to  the  U.S.S.R.  while  it  continues  normal  markets  at  a  price  that  could  really  hurt  'em.  Argentina 

militarily  subjugate  Afghanistan,  we  don't  have  to  sit  by  and  other  South  American  grain  exporters,  please  note. 

Iplessly  wagging  an  admonishing  finger.  Moralizing  with  muscle  is  a  lot  more  persuasive  than  plead- 

We  can  dump  some  of  our  huge  wheat  surplus  into  their  ing  without  it. 
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QUEBEC'S  FANTASTIC 
ENERGY  UNDERTAKING 

Even  if  it's  in  Canada  and  not  here,  it's  exciting  to  see  a  mammoth  new 
energy  source  coming  on  stream  that  reduces  dependence  on  OPEC. 

Along  Quebec's  La  Grande  River  a  series  of  gargantuan  hydroelectric 
powerhouses  are  under  construction,  with  the  turbines  of  the  first — the 
world's  largest  underground  power  station — now  turning.  When  the  project 
is  completed  in  the  next  15  years,  Quebec  will  be  producing  some  50  million 
kilowatts  of  electricity — the  equivalent  of  250  million  barrels  of  oil  or  the 
output  of  55  Three-Mile-Island-size  nuclear  plants. 

This  fantastic  story  is  dramatically  pictured  in  the  December  1979  issue 
of  GEO.  It's  a  Bunyanesque  tale  of  doing  that  should  turn  off  the  we-can't-do- 
anything-about-energy  naysayers,  and  be  a  tum-on  for  those  who  know 
blamed  well  we  must,  can  and  will. 


ONE  OF  THE  WONDERS  OF  A  FREE  PRESS 


is  the  wondrous  way  we  of  the  press  can  create  news  and  make 
more  news  when  what  we've  created  turns  out  to  be  a  mirage 
of  our  own  making. 

For  instance — imagine  if  poor  Eric  Heiden  hadn't  won 
that  fifth  gold  medal.  All  the  press  stories  would  have  been 
about  his  failure  to  do  so,  about  the  disappointment  of  his 
"only"  garnering  four. 


In  political  primary  after  primary,  we  create  a  favorite  and 
he  wins,  so  be  it.  If  he  loses,  it  wasn't  we  who  were  wrong — : 
was  the  electorate  who  did  the  "unexpected." 

As  our  most  on-the-ball  political  commentator,  Richarl 
Reeves,  says,  "  'Unexpected'  is  one  of  the  words  reporters  us 
to  cover  their  mistakes.  Did  the  voters  do  something  the\ 
didn't  expect  to  do  on  Election  Day?  Of  course  not." 


MOVIE  REVIEWS 


American  Gigolo — Starts  out  documenting  the  life  and  re- 
wards (plush  apartment,  hi-fi,  duds  and  Mercedes  convertible) 
of  L.A.  gigoloing,  then  abruptly  turns  into  a  tale  of  murder  and 
frame-up  suspense.  It  finishes  with  a  lot  of  loose  ends,  but  true 
love  conquers  all.  As  Joy  Gould  Boyum  says  in  the  Wall  Street 
Journal,  "The  source  of  [gigolo  Richard  Gere's]  redemption  is 
played  by  Lauren  Hutton;  if  this  desirable  woman  must  hire  a 
paid  companion,  what  hope  is  there  for  the  rest  of  us?"  Ca- 
ligula— Sick,  sick,  sick.  If  they're  not  already,  those  who  go  will 
be.    Coup  de  Tete — An  unmitigated  delight.  A  deft,  far  fun- 


nier French  North  Dallas  Forty  soccer  story,  superbly  acted  b 
revenge-is-sweet  Patrick  Dewaere.  If  it  shows  anywhere  neal 
you,  don't  miss  it.  The  Electric  Horseman — Aside  from  th 
usual  Hollywood  cliche'  portraying  Big  Business  as  ogreish,  thii| 
time  exploiting  a  has-been  cowboy  and  a  hero  horse,  the  movii 
is  good  clean  happy-ending  fun.  Gizmo — You'd  think  a  comil 
pendium  of  the  nutty  things — particularly  human  attempts  u 
fly  like  birds — that  people  did  during  the  halcyon  newsree 
days  of  the  1920s-30s  would  be  surefire  entertainment.  Some 
how,  Gizmo  just  doesn't  come  off. 


BOOKS 

The  White  House  Years — by  Henry  Kissin- 
ger (Little,  Brown  &  Co.,  $19.95).  Indisput- 
ably the  most  important  work  by  a  prime 
participant  since  Churchill's  volumes.  Kis- 
singer's profound  grasp  of  the  uses  and  limi- 
tations of  power  and  of  those  in  power  is 
extraordinary.  He  is  as  brilliant,  as  full  of 
perceptive  power  as  he  admits. 


Excerpts:  We  were  taken  to  the  Great  Hall  of  the  People  to  see 
a  "revolutionary"  Peking  opera — an  art  form  of  truly  stupefy- 
ing boredom  in  which  villains  were  the  incarnation  of  evil 
and  wore  black,  good  guys  wore  red,  and  as  far  as  I  could 
make  out  the  girl  fell  in  love  with  a  tractor. .  .  .  Busi- 
nessmen are  especially  susceptible  to  the  bonhomie  with 
which  Soviet  officials  flatter  those  whom  they  wish  to 
influence — a  style  of  slightly  inebriated  good  fellowship  not 
totally  unknown  in  some  of  the  reunions  of  capitalist  trade 
associations.  .  .  .  The  head  of  our  security  detail  distin- 


guished himself  by  requesting  a  list  of  subversives  in  eacl 
locality  the  President  was  likely  to  visit.  This  raised  an 
interesting  problem,  because  in  China  conservative  Republi- 
cans would  undoubtedly  be  classed  as  subversives  and  if  w( 
asked  how  many  Communist  sympathizers  there  were  w& 
would  get  the  unsettling  answer  of  800  million. 


American  Showcase — (American  Showcase,  Inc.,  30  Rockefel- 
ler Plaza,  NYC;  $25).  An  annual  source  book  of  the  most 
colorful,  impactful  work  of  181  of  our  best  photographers, 
illustrators  and 
graphic  design- 
ers. Absorbing 
even  to  those  of 
us  not  in  the 
market  for  the 
talents  of  our 
most  talented. 


:: 
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FIRST  THE  BAD  NEWS— THEN  THE  GOOD  NEWS 

Just  in  case  it  has  escaped  your  notice  too,  we've  just  edge,  though,  there  is  a  silver  lining  to  what  had  been  our 

xperienced  the  quietest  Big  Crash  in  history.  You'd  better  darkest  cloud — the  dollar.  Read  Ben  Weberman's  analysis  of 

ot  miss  reading  "On  the  razor's  edge  of  a  financial  panic"  on  the  turned  worm  on  page  126. 

age  29.  In  whatever  sequence  you  choose,  don't  read  one  without 

Before  you  cut  any  of  your  vital  arteries  with  that  razor's  the  other. 


PLAYING  WITH  WORDS  IS  FUN 

It  was  such  an  ego  trip  to  have  Harper  &  Row  go  into  a    sive  description  as  "second  printing." 

cond  printing  on  The  Sayings  of  Chairman  Malcolm  (see  Here,  we  describe  this  press  run  as  "yet  another  printing!" 
125),  that  I  couldn't  settle  for  such  a  relatively  unimpres-    Not  an  outright  fib  but  somewhat  close,  wouldn't  you  say? 


IMMORTALITY 

is  a  momentary  thing. 


ONE'S  REAL  WORTH 

is  never  a  quantifiable  thing. 


WRONG  CURES  FOR  INFLATION 


By  M.S.  Forbes  Jr. 


It's  one  thing  when  Teddy  Kennedy 
espouses  wage  and  price  freezes,  but 
an  astonishing  twist  when  Business 
Week  urges  similar  action. 

Rising  wages  and  prices  no  more 
"cause"  inflation  than  sneezing 
causes  colds.  They  are  a  response,  a 
reaction  to  inflationary  pressures. 

Wage  hikes  since  the  early  1970s 
have  followed  inflation,  not  led  it. 
Last  year,  for  example,  wages  and  sal- 
aries rose  8.7%;  the  cost  of  living 
13%.  The  average  person  has  had 
little  in  the  way  of  real  income  growth 
in  the  past  decade. 

The  same  is  true  of  corporate  prof- 
its. Business  Week  itself  has  often 
pointed  out  that  inflation  ravages  real 
company  earnings  through  underde- 
preciation  and  through  taxation  of  in- 
ventory profits. 

By  treating  symptoms  rather  than 
underlying  causes,  it  is  no  wonder 
wage  and  price  controls  haven't  had 
much  success  in  the  past  4,000  years. 

Other  remedies 

Additional  anti-inflation  measures 
advocated  are  less  surprising  but  not 
necessarily  more  correct.  The  maga- 
zine calls  for  drastic  limitations  on 
money  supply  growth  (including  a 
windfall  tax  on  bank  profits),  "strin- 
gent" gasoline  rationing  (which  pro- 
ponents concede  will  require  30,000 
additional  bureaucrats  to  administer), 
higher  income  taxes  and  a  curtail- 
ment of  government  spending  and 
deficits. 

The  argument  that  inflation  is 
caused  by  too  much  money  chasing 
too  few  goods  has  the  allure  of  sim- 
plicity. The  real  world  isn't  so  simple. 

The  money  supply  of  Switzerland 
last  year  surged  30% ;  that  of  the  U.S. 


5%  to  10%  (depending  on  what  defi- 
nition of  money  you  use).  Result: 
Switzerland  had  an  inflation  rate  of 
1%,  the  U.S.  13%.  The  money  supply 
figures  of  Germany  and  Japan  are  of- 
ten worse  than  ours,  and  they  usually 
have  lower  rates  of  inflation. 

There's  no  question  that  we  must 
get  a  grip  on  the  federal  budget.  But 
government  spending  and  deficits  are 
not  necessarily  the  inflationary  vil- 
lains others  seem  to  think.  As  a  pro- 
portion of  GNP,  our  spending  is  about 
the  same  as  the  supposedly  tightfisted 
Swiss  and  some  25%  less  than  that  of 
Germany. 

Germany's  deficits  have  been  far 
higher  than  ours  for  several  years.  For 
instance,  in  1979  our  deficit  (federal, 
state  and  local)  was  almost  nonexist- 
ent. Germany's  total  government 
deficit  was,  proportionately,  the 
equivalent  of  $70  billion. 

Business  Week  opposes  individual 
income  tax  cuts  on  the  basis  that  this 
causes  too  much  "demand." 

Inflation,  however,  has  been  rais- 
ing taxes  far  faster  than  the  politicos 
have  been  reducing  them.  Since  the 
mid-1960s  the  median  family  income 
has  risen  from  $8,000  to  about 
$19,000,  thereby  keeping  up  with  in- 
flation on  a  pretax  basis.  But  after 
taxes,  that  family  has  10%  less  pur- 
chasing power  than  it  had  15  years 
ago.  Inflation  alone  will  raise  taxes  by 
$41  billion  in  1980.  In  other  words,  a 
$41  billion  "tax  cut"  would  merely 
keep  us  even. 

More  taxes,  more  controls,  more 
bureaucracy.  Are  these  the  cures  for 
what  ails  the  economy? 

What,  then,  should  we  do  about  in- 
flation? The  most  effective  antidote  is 
more  production,  and  the  easiest, 
most  important  steps  would  be  pas- 
sage of  the  Kemp-Roth  and  Jones- 


Conable  bills  (see  this  column,  Nov. 
12,  1919);  the  first  would  cut 
individual  income  tax  rates  and  the 
second  would  liberalize  depreciation 
schedules.  These  measures  would  re- 
kindle economic  activity  and  stimu- 
late capital  formation  not  by  putting 
more  money  into  people's  and  busi- 
nesses' pockets,  but  by  once  more 
providing  incentives  for  saving,  in- 
vesting and  producing. 

THE  KEY  REFORM 
IS  MISSING 

Turkey's  new  prime  minister,  Su- 
leyman  Demirel,  has  introduced  a 
drastic  economic  program  to  save  his 
country  from  catastrophic  financial 
collapse.  Everyone  hopes  that  Demir- 
el's  shock  treatment,  along  with  a 
massive  loan  from  Western  govern- 
ments, will  turn  the  situation  around. 

It  won't,  though,  unless  Turkey 
makes  major  reforms  in  its  tax  sys- 
tem, which,  thanks  to  inflation,  has 
become  one  of  the  most  onerous  in 
the  Western  world. 

Jude  Wanniski,  president  of  the 
highly  regarded  economic  and  politi- 
cal consulting  firm,  Polyconomics, 
has  pinpointed  a  major,  overlooked 
reason  why  Turkey's  economy  is  in 
such  dire  straits.  An  income  of  $1,600 
puts  you  in  the  55%  income  tax 
bracket;  at  $14,000,  you  encounter  a 
rate  of  68%.  As  Wanniski  explains, 
"The  tax  wedge  now  rivals  that  of 
Bangladesh,  and  it  is  little  wonder 
that  Turkey's  tax  base  is  dwindling  to 
the  vanishing  point.  The  income  tax 
produces  only  a  trickle  of  revenues  as 
the  economy  has  been  overtaken  by 
the  black  market." 

Unless  Turkey  comes  up  with  a  tax 
system  that  reestablishes  the  essen- 
tial link  between  effort  and  reward,  its 
economy  will  remain  troubled. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  mind — MSF 


Afghan  an 
Iran  Rehearsal? 

Every  argument  one  now  hears  being 
advanced  by  the  Soviets  to  justify  the 
invasion  of  Afghanistan  could  also  be 
applied  to  [a  potential]  Iranian  crisis.  The 
Soviets  repeatedly- — and,  quite  possibly, 
with  some  sincerity — deny  having  a 
grand  design  for  a  grab  at  the  oil  and 
warm  waters  of  the  gulf.  But  a  socialist 
Iran,  asking  for  help  from  Moscow  to- 
morrow, is  even  easier  to  imagine  today 
than  was  an  Islamic  Republic  of  Iran  two 
years  ago. 

— Time 

Not  for  Eating 

Marco  Polo  was  scarcely  15  years  of 
age  in  1271  v/hen  he  set  out  on  an  awe- 
some journey  to  the  lands  of  the  great 
emperor,  Kublai  Khan,  in  China.  On  the 
first  leg,  Marco  marveled  at  many  things 
.  .  .  and  particularly  a  curious  black  oil 
that  seeped  up  from  the  ground  near  the 
Caspian  Sea  and  was  "not  good  to  eat,"  he 
later  reported,  "but  is  good  for  burning." 
— The  Explorers,  by  Richard  Humble  and 
the  editors  of  Time-Life  Books 

No  Guts  for  Cure 

A  stiff  gasoline  tax  not  only  would  cut 
consumption  drastically,  signal  to  the 
world  a  new  determination  in  energy 
conservation  and  reduce  dependence  on 
Middle  East  oil,  it  would  provide  rev- 
enues to  cut  the  deficit,  strengthen  the 
dollar  and  rebate  the  cost  of  energy  in- 
creases to  the  poor.  But  no  one  in  au- 
thority has  the  courage  to  propose  any 
such  action,  or  the  muscle  to  push  it 
through.  Big  talk  about  budget-cutting  is 
no  substitute. 

— Tom  Wicker 

Employment  Shift 

As  the  price  of  oil  rises,  there  will  also 
be  a  steady  increase  in  economic  activi- 
ties related  to  conservation — the  insula- 
tion of  buildings,  for  example,  or  the 
manufacture  and  installation  of  solar  col- 
lectors. Given  the  labor-intensive  nature 
of  these  new  activities,  such  change  can 
lead  to  far  more  employment. 

— Running  on  Empty,  by  L.R.  Brown, 

Christopher  Flavin  and  Colin  Norman 

Montana  Servants,  1880 

Some  of  the  experiences  of  young 
women  who  have  been  brought  to  Mon- 


tana in  the  capacity  of  servants  have 
been  very  amusing.  The  lady  who 
brought  a  maid  from  Chicago  two  or 
three  years  ago  told  me  that  the  young 
woman  had  five  offers  of  marriage  while 
travelling  a  week  on  a  stagecoach  be- 
tween Corinne  and  Helena,  part  of  them 
from  passengers  and  part  from  stage- 
drivers. 

— quoted  from  The  Great  West, 
in  Antiques  magazine 

A  CEO's  Day 

Q:  What's  your  management  stylet 
What  do  you  dot  What  don't  you  dot 
What  do  you  like  to  dot  What  do  you 
avoid  doingt 

A:  Well,  you  know,  you  don't  really  do 
anything  different  than  anybody  else 
does.  Mechanically,  you  read  stuff,  you 
answer  the  phone,  you  talk  to  people. 
That's  about  all  you  can  do.  You  write 
some  letters. 

—William  S.  Sneath,  CEO, 
Union  Carbide,  in  Chemical  Week 

Wealth  from  the  Deep 

lust  when  prices  of  land-mined  miner- 
als are  beginning  to  soar,  this  sea-based 
operation  [self-propelled  bottom  equip- 
ment which  sucks  up  nodules],  at  the 
moment  still  free  of  concessions,  license 
fees  and  taxes,  is  expected  to  make  huge 
profits.  Compared  with  mining  on  land, 
where  $9  of  capital  may  produce  $1  a 
year,  $1  of  capital  will  return  at  least  $3 
from  ocean  mining.  John  Mero,  a  pioneer 
in  the  nodule  mining  industry — only  five 


years  ago  most  people  smiled  at  him  as 
foolish  dreamer«-predicts  with  the  ail 
thority  of  one  whose  dreams  have  com 
elegantly  true  that  massive  production  a 
minerals  at  one-fifth  or  one-tenth  of  lam 
prices  will  signal  the  end  of  mining  oi 
land  and  of  its  vested  interests.  Not  onlj 
the  ecological,  but  the  economic  and  put 
litical  implications  will  be  vast. 

— The  Drama  of  the  Oceans 
by  Elizabeth  Mann  Borges» 


It  is  not  Leonid  Brezhnev's 
fault  that  America  holds  itselj 
hostage  to  imported  oil.  The 
Kremlin  didnt  cause  double- 
digit  inflation,  or  the  erosion 
of  the  dollar. 

—New  York.  Times 


For  Our  Own  Good 

We  have  a  segment  of  society  that 
should  be  known  as  the  Reform  Estab 
lishment.  They  earn  their  living  and  get 
to  feel  important  by  finding  things! 
wrong  with  the  rest  of  us,  usually  things; 
that  we  shouldn't  be  allowed  to  do  be- 
cause we  aren't  smart  enough  to  takei 
care  of  ourselves. 

— Cycle  World\\ 

Sexless  Class 

Louisa's  invited  to  Charlie's  estate  andll 
discovers  a  marriage  on  the  brink  of  dis- 
integration. Finding  out  that  the  married: 
pair  are  already  having  trouble  in  bed, 
Louisa  is  philosophical:  "It's  a  miracle  to 
me  that  the  upper  classes  haven't  died| 
out  altogether." 

— John  O'Connor,  reviewing 
a  British  TV  series 


"How  the  hell  did  we  get  heret  Where  the  hell 
are  we  goingt  How  the  hell  should  I  knowt" 
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The  Royal  Carriage. 
A  Fathers  Day  gift  for  the  king  who  has  everything. 


This  Crown  Royal  pourer,  for  the  >jfjff1|lf  '  ,  "1^ 
1.75  litre  size  bottle,  is  a  most  *  \1  *  ' 

elegant  way  to  serve  the  worlds 

To  order  yours,  simply  send  $l4.95 
(plus  local  and  state  taxes  where  appli'  fm 
cable)  together  with  your  name  ^R, 
and  address  and  the  name  you  want  -   :  !§*-* 
imprinted  on  the  Royal  Carriage  '^gJ^^^-^iiLi 


(up  to  20  letters). 

When  your  Royal  Carriage  arrives, 
simply  add  a  king' si^e  bottle  of  Crown 
Royal  and  your  gift  is  complete. 

Mail  to:  Royal  Carriage,  Dept. 
RE1,  P.O.  Box  6000,  Ronks,  PA 
17572.  Allow  six  weeks  for  delivery. 
Offer  may  be  withdrawn  without 
notice. 


OFfER  GOOD  EXCEPT  WHERE  PROHIBITED  OR  RESTRICTED  BY  UW  SEAGRAM  DlSTItLtRS  CO.  N  K  v 
Please  note  pourer  only  Ills  175  litre  size  which  is  not  available  in  Alabama.  Florida,  Kentucky.  Montana1.  Utah  itarmont.  Vugintaau'ri  Canada 


Techniques  of  risk  management  once 
considered  suitable  only  for  corporate 
giants  are  now  being  successfully  used 
by  smaller  businesses  to  cope  with  expand- 
ing liabilities  and  higher  insurance  costs. 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


Few  companies  with  annual 
sales  of  less  than  $25  million  em- 
ploy a  risk  manager.  But  because  of 
continuing  inflation  and  its  effect 
on  insurance  costs,  many  such 
firms  are  gradually  adopting  risk 
management  techniques  to  attain 
more  cost-efficient  financial  and 
insurance  programs. 

Full-service  commercial  insur- 
ance companies  will  assist  in 
assessing  risk  management  alter- 
natives to  first-dollar  risk  transfer 
and  in  structuring  the  program 
which  best  fits  the  individual 
company's  needs. 

Some  of  the  techniques  coming 
into  more  widespread  use  include 
participating  group  coverage  in 


property  and  general  liability, 
self-insurance  (with  professionally 
supplied  services  such  as  claims 
handling  and  loss  control)  and 
association  captives. 

In  addition,  specialized  pack- 
age policies  have  been  developed  to 
deal  with  the  unique  needs  of  spe- 
cific types  of  business.  A  package 
policy  can  help  eliminate  wasteful 
overlapping  and  superfluous  cover- 
ages, as  well  as  unsuspected  —  and 
possibly  costly  —  coverage  gaps. 
Together  with  a  companion 
workers'  compensation  policy, 
they  can  meet  most  of  the  insur- 
ance needs  of  various  types  of  firms 
—  among  them  druggists,  jewelers, 
appliance  dealers,  contractors, 


broadcasters  and  financial  institu- 
tions. Package  policies  are  also 
available  for  such  nonprofit  organi- 
zations as  schools,  colleges  and 
churches. 

Risk  pooling 

While  package  policies  can  be 
bought  individually,  a  growing 
number  are  purchased  through 
safety  group  plans.  Typically,  the 
initiative  comes  from  an  insurance 
company  representative  who  pro- 
poses an  industry-tailored  policy 
for  the  members  of  a  trade  associa- 
tion. If  the  association  endorses  the 
policy,  it  generally  recommends  it 
to  its  members,  but  members  are 
free  to  join  or  not  as  they  see  fit. 
Each  member  accepted  for  insur- 
ance is  issued  an  individual  policy, 
usually  written  at  standard  rates. 

The  possibility  of  an  annual 
dividend  being  paid  to  the  policy- 
holders of  a  group  is  the  chief  at- 
traction of  safety  groups.  While 
dividends  are  never  guaranteed, 
they  are  declared  if  the  group's  loss 
experience  is  sufficiently  favorable. 
Dividends  have  ranged  from  Y7t  of 


or 
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rhe  premiums  paid  to  over  25%. 
Adherence  to  a  loss  reduction  pro- 
gram often  accounts  for  favorable 
loss  records  on  which  dividends 
can  be  based . 

For  example,  for  1978,  each 
member  of  the  Northern  Ohio  Re- 
tail Grocers  Association  safety 
group  received  a  dividend  equal  to 
16. 7%  of  the  premium  paid  for 
that  year.  In  1977  the  dividend  was 
5.7%  and  in  1976  it  was  6.3%. 

Self-insurance 

As  a  means  of  partial  sell- 
insurance,  higher  deductibles  are 
increasingly  employed  by  many 
smaller  companies.  Implicit  in  any 
high  deductible  program  is  a  need 
for  some  form  of  risk  management 
to  control  the  company's  greater 
dollar  exposures. 

As  an  instance,  a  California 
manufacturer  of  sporting  equip- 
ment retained  a  $25,000  per  oc- 
currence deductible  on  product  lia- 
bility, in  order  to  secure  insurance 
coverage  above  that  retention.  In 
this  case,  the  insurance  carrier  also 
provided  loss  control  consultation 
which  led  to  a  formal  program  and 


the  hiring  of  a  safety  engineer. 

Full  retention  of  a  given  risk  is 
also  coming  into  greater  use  as  a 
form  of  self-insurance.  The  risks 
chosen  are  generally  characterized 
by  occurrences  of  relatively  high 
frequency  but  low  severity. 

For  example,  an  Indiana  com- 
mercial laundry  has  a  fleet  of  fif- 
teen delivery  vans,  for  which  the 
risk  of  physical  loss  or  damage  is 
entirely  assumed  by  the  company. 
(Liability  insurance  for  the  fleet, 
however,  as  well  as  fire  insurance 
while  it  is  garaged,  is  covered  by 
commercial  policies.)  The  laundry 
enforces  a  loss  control  program  for 
the  fleet  which  includes  numerous 
preventive  measures  in  both  main- 
tenance and  operation,  thereby  im- 
proving its  loss  experience. 

Association  captives 

While  most  captive  insurance 
companies  are  wholly  owned 
subsidiaries  of  large  companies, 
more  and  more  small  businesses  are 
making  use  of  the  captive  concept 
through  association  captives.  An 
association  captive  is  usually 
formed  by  a  trade  association  for 


Suggestion  for  smaller  firms:  "Rent-a-captive" 

Lacking  an  association  captive,  a  company  may  find  it  worthwhile 
to  "rent"  the  use  of  a  separately  owned  insurance  organization 
particularly  for  coverages  otherwise  difficult  to  obtain. 

In  such  a  rental  arrangement,  the  insurance  company 
issues  a  policy  to  the  renter  and  the  renter's  account  is 
segregated  for  experience  purposes.  This  arrangement  is 
backed  by  some  form  of  security,  such  as  a  deposit  of  funds 
or  a  letter  of  credit.  The  ultimate  premium  may  then  reflect 
the  low  cost  of  a  "captive"  operation,  as  well  as  the  renter's 
individual  loss  experience. 


the  benefit  of  those  member  com- 
panies who  wish  to  join  it.  Over  50 
association  captives  are  now  in  op- 
eration, nearly  all  of  them  started 
within  the  last  four  years. 

The  formation  of  an  association 
captive  can  be  attended  with  nu- 
merous pitfalls  and  should  not  be 
undertaken  without  expert  legal, 
financial  and  insurance  advice.  If  a 
study  suggests  that  a  captive  is  ad- 
visable, insurance  brokers  and 
some  insurance  companies  —  in- 
cluding INA  — can  be  instrumental 
in  its  creation  and  management. 

Comprehensive  services 
for  business 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
small  businesses,  typifies  INA's 
comprehensive  approach  to  in- 
creasingly sophisticated  business 
insurance  and  risk  management 
problems. 

The  Insurance  Company  of 
North  Ametica  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance, financial,  and  health  care  in- 
terests. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management  and  finan- 
cial services,  INA  and  its  affiliated 
companies  offer  a  unique  combina- 
tion of  products  and  services  to 
business  and  industry  worldwide. 

For  an  informative  booklet  on 
risk  management  for  small  busi- 
nesses, write  INA,  1600  Arch 
Street,  Philadelphia,  PA  19101. 
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There's  never  been  a  low  tar'  with  richer  taste. 


Kings,  9  mg.  "tar",  0 .7  mg.  nicotine;  100's,  10  mg.  "tar", 
0 .8  mg.  nicotine  av.  per  cigarette,  FTC  Report  Jan.  '80. 
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his  money  crunch  has  cost  investors  more 
wn  any  stock  market  crash.  If  you  hadnt 
'alized  how  severe  it  is,  you  soon  will 


"On  the  razor's 

edge  of  a 
financial  panic" 


By  Howard  Rudnitsky 

^  RY    THIS    ON   YOUR  CALCULATOR: 

Last  October  International  Busi- 
b  ness  Machines  Corp.  sold  $1  bil- 
n  of  bonds  and  notes  at  just  a  shade 
der  par.  Except  for  the  U.S.  govern- 
ing IBM  had  to  be  the  best  credit  risk 
>und  and  the  yield  on  the  debentures 
s  a  nice  9Vs%.  How  could  you  lose? 
w?  By  mid-March  the  IBM  93/ss  were 
ling  for  around  75  cents  on  the  dollar, 
'estors  had  a  paper  loss  of  a  quarter  of 
:ir  money  in  under  six  months, 
rhe  stock  market  crashes  of  1962  and 
74  and  the  money  crunches  of  1966 
i  1970,  bad  as  they  were,  pale  when 
npared  with  the  collapse  in  fixed-in- 
ne  securities  like  corporate  and  gov- 
iment  bonds  and  mortgages  that  start- 
last  year.  If  all  bonds  and  mortgages 
Id  by  individuals  and  institutions  were 
irked  down  to  current  market  value, 
:  losses  would  amount  to  something 
e  $700  billion.  This,  remember,  isn't 
:culative  money.  It  represents  the  as- 
s  that  stand  behind  pensions  and  sav- 
;s  accounts  and  life  insurance  policies, 
rhis  was  probably  the  quietest  crash 
history.  Except  for  the  financial  cen- 
s,  it  went  almost  unnoticed.  TV  and 
wspapers  paid  it  scant  attention  ex- 
)t  to  report  that  interest  rates  were 
ng  up.  But  many  great  events  are  like 
it:  They  are  scarcely  noted  at  the  time, 
vluch  more  than  money  is  at  stake, 
e  very  foundations  of  our  society  have 
*n  shaken  by  inflation,  by  a  drying  up 
private  savings  and  by  a  revolt  against 
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the  high  taxes  on  investment  income. 
Says  Francis  E.  Ferguson,  the  smart,  out- 
spoken president  of  Northwestern  Mutu- 
al Life  Insurance  Co.:  "The  long-term 
bond  market  as  we  have  known  it  is 
dead."  Think  what  that  means: 

For  a  decade  or  more  now  borrowers 
have,  in  effect,  ripped  off  lenders  by  bor- 
rowing to  buy  assets — houses,  for  exam- 
ple— and  then  paying  them  back  in  de- 
preciated dollars.  Suddenly,  the  lenders 
are  in  revolt. 

At  the  very  least,  the  day  is  probably 
past  when  residential  real  estate  is  an 
investor's  best  friend.  In  the  past  decade 
and  a  half  the  home  owner  has  had  a 
double  benefit:  He  profited  from  the  in- 
flationary increase  in  home  values  and 
he  profited  again  by  paying  his  interest 
at  relatively  low  rates  and  his  mortgage 
in  depreciated  dollars.  Now  that  the  lend- 
ers are  wising  up,  one  of  two  things  will 


happen:  If  inflation  slows  down,  so  will 
the  increase  in  home  values;  if  inflation 
remains  high,  so  will  interest  rates. 

Why  were  the  lenders  so  dumb  in  the 
first  place?  Essentially  because  of  a  gigan- 
tic illusion.  A  citizen  would  make  a  de- 
posit in  a  passbook  account  at  a  regulated 
SV2%;  to  him  or  her  it  was  "money."  But 
it  wasn't  just  money;  it  was  an  indirect 
claim  against  somebody  else's  house. 
From  one  angle  it  looked  like  money; 
from  another  angle  it  was  a  half-acre  and 
2V2  baths.  The  odds  were  in  favor  of  the 
house  owner  but  the  depositor  didn't  . 
worry  too  much.  He  had  safe  money, 
didn't  he?  Nor  did  the  lending  institution 
much  care.  It  was  just  a  middleman. 

The  lenders'  faith  has  finally  eroded. 
Since  early  last  year  they  have  pulled 
some  $40  billion  out  of  savings  acounts 
in  U.S.  savings  and  loans,  mutual  savings 
and  commercial  banks.  Much  of  it  has 
come  back  as  high-cost  money  market 
certificates.  Another  $400  billion  or  so, 
however,  still  sits  in  savings  accounts 
yielding  less  than  6%.  The  withdrawals 
so  far,  then,  are  a  relative  trickle,  but 
could  swell  to  a  dam-busting  torrent. 
How  much  longer  will  depositors  be  sat- 
isfied with  6%  when  inflation  is  running 
at  more  nearly  treble  that  level? 

A  sobering  thought:  If  thrift  institu- 
tions valued  their  holdings  of  long-term 
mortgages  and  bonds  at  market  value,  a 
number  of  them  would  be  technically 
insolvent.  The  bankers  will  try  not  to  sell 
such  shrunken  assets,  but  as  H.  Erich 
Heinemann,  Morgan  Stanley  &  Co.'s 
highly  respected  money  market  expert, 
reminds  us:  "If  a  bank  gets  into  a  liquidi- 
ty problem,  then  it  begins  valuing  its 
assets  at  current  market." 

Commercial  banks  are  in  somewhat 
better  shape.  Their  loans  tend  to  be  for 
relatively  short  periods  and  thus  they 
don't  get  frozen  in  at  low  interest  rates 
when  rates  rise.  Many  loans  now  carry 
rates  that  float  upward  with  a  rising 
prime.  The  banks  can  meet  loan  demand 
by  selling  certificates  of  deposit  at  what- 
ever the  market  demands.  A  savings  and 
loan,  or  mutual,  in  contrast,  is  in  trouble 
when  it  must  pay  15%  on  six-month 
deposits  to  support  a  mortgage  portfolio 
whose  average  yield  is  only  8%  or  9%. 
Still,  banks  are  big  holders  of  govern- 
ment securities,  of  home  mortgages  and 
municipal  bonds  as  well.  On  these  they 
now  sit  with  huge  unrealized  losses. 

Life  insurance  companies,  too,  are  not 
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immune  to  the  problems.  Their  policy- 
holders  have  already  borrowed  $35  bil- 
lion against  the  eash  values  in  their  poli- 
cies, only  a  drop  in  the  bucket  compared 
with  the  $160  billion  they  have  the  right 
to  borrow.  So,  the  insurance  companies 
are  trying  to  keep  as  liquid  as  possible 
while  at  the  same  time  meeting  past  loan 
commitments.  Many  are  drawing  down 
bank  credit  lines,  and  few  have  even 
gone  into  the  commercial  paper  market. 
One  insurance  executive  quips:  "That's 
like  sobering  up  a  drunk  by  giving  him  a 
martini."  If  the  run  on  savings  institu- 


tions gathers  speed,  insurance  and  bank 
executives  admit  they  may  be  driven  to 
ask  Washington  to  bail  them  out. 

The  only  really  prosperous  institution 
in  the  savings  area  these  days  is  the 
money  market  mutual  funds,  which  have 
taken  in  $15  billion  dollars  already  this 
year.  They  far  outyield  savings  accounts 
and,  unlike  bank  certificates,  can  be 
turned  quickly  into  cash  without  sacri- 
fice of  yield. 

Frank  J.  Hoenemeyer,  Prudential  In- 
surance Co.  of  America's  able  executive 
vice  president,  is  not  given  to  extrava- 


gant statements.  However,  in  measured 
words  he  says:  "We  are  on  the  razor's 
edge  of  a  financial  panic.  A  couple  of  false 
moves  by  the  White  House  could  plunge 
us  right  over."  Hoenemeyer  isn't  predict- 
ing apocalypse,  but  he  makes  the  point 
and  most  of  the  nation's  financial  wise 
men  agree:  The  essential  faith  upon 
which  all  long-term  financing  rests — 
whether  of  houses  or  roads  or  factories  or 
government  deficits — has  worn  danger- 
ously thin.  The  dirty  game  of  swindling 
the  savers  is  finally  over.  ( For  some  good 
iicus  about  the  economy,  see  {>  1 2d  >  B 


"Hard-money"  conferences  are  booming 
these  days.  That  says  something  about  the  way 
things  are  going. 


Profits 
of  gloom 


By  Allan  Sloan 


If  you  are  looking  for  a  glimpse  of 
hope  amid  the  current  economic 
chaos,  try  this:  The  "hard-money" 
conference  business  is  booming.  So?  So, 
the  last  time  this  happened  was  in  1974- 
75,  just  before  the  stock  market  turned 
up  and  inflation  turned  down.  Therefore, 
if  you  take  the  contrarian  view,  you  can 
look  on  this  boom  as  a  sign  that  things 
are  about  to  turn  for  the  better. 

Selling  economic  salvation  has  always 
been  a  pretty  good  business,  but  it's  get- 
ting better  than  ever  these  days  as  the 
American  economy  gets  worse  and  no 
one  in  power  seems  to  know  what  to  do 
about  it.  Every  time  something  else  scary 
happens — and  the  past  few  months  have 
brought  us  $600  gold,  18%  inflation,  a 
bond  market  collapse  and  stratospheric 
interest  rates — business  booms  for  salva- 
tion sellers.  There's  a  market  for  pana- 
ceas during  troubled  times. 

An  example  of  how  economic  salva- 
tion has  become  a  growth  industry  came 
earlier  this  month  in  Los  Angeles,  where 
2,000  people  spent  about  $2  million  to 
attend  the  Second  Annual  Winter  Gold, 
Investment  and  Economic  Survival  Con- 
ference put  on  by  the  American  Econom- 
ic Council.  Despite  its  name,  the  AEC  is 
a  profitmaking  corporation  claiming  to 
use  the  conventions  to  make  money  and 
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advance  a  radical  political  and  economic 
philosophy  (see  box,  p.  51). 

Until  their  recent  boom,  the  confer- 
ences attracted  a  handful  of  goldbugs 
who  listened  to  rousing  but  rather  famil- 
iar speeches  by  fringe  figures  like  Jim 
Dines,  Harry  Schultz,  Howard  Ruff  and 
Harry  Browne  pushing  "hard  assets"  like 
gold,  silver  and  diamonds.  tThey  also 
pushed  their  own  hard-money  newslet- 
ters.) Today,  with  those  "kooky"  invest- 
ments flourishing  while  the  prudent 
man's  stocks  and  bonds  sink,  the  hard- 
money  boys  are  riding  high,  and  the  con- 
ferences are  knocking  down  millions  of 
dollars.  In  March  alone,  there  were  three 
big  hard-money  conferences:  Los  Ange- 


les, with  its  2,000  people;  Miami,  with 
800;  and  the  Ruff  Times  Third  Annual 
National  Convention  in  San  Diego,  with 
a  projected  4,000.  There  were  big  confer- 
ences last  September,  November  and 
February,  and  big  ones  are  scheduled  for 
South  Africa  in  April  and  Palm  Springs, 
Calif,  and  Montreal  in  May. 

Let's  look  at  the  numbers  for  the  Los 
Angeles  conference,  a  five-day  event  held 
at  the  expensive  Century  Plaza  Hotel. 
Counting  fees  ($350  a  head,  $595  a  cou- 
ple), sales  of  tape  cassettes  ($89  each)  and 
revenue  from  exhibit  booths,  the 
American  Economic  Council  grossed  at 
least  $625,000,  and  doubtless  cleared  at 
least  $125,000  pretax  and  possibly  much 
more.  Its  clientele  wasn't  little  old  re- 
tired ladies  worried  about  their  Social 
Security — they  couldn't  have  afforded  to 
come.  On  top  of  the  registration  fee, 
attendees  paid  their  own  hotel  expenses 
(a  typical  Century  Plaza  double:  $99  a 
night),  meals  and  transportation.  Any- 
one not  living  in  the  Los  Angeles  area 
was  shelling  out  big  bucks — $2,000  a 
couple  or  more,  but  most  attendees  de- 
ducted their  costs  from  their  income  tax 
[because  the  conference  offered  invest- 
ment advice  used  for  "production  of  in- 
come"). Unlike  most  conventions, 
which  give  attendees  a  chance  to  get  a 
tax  deduction  and  play  golf  while  only  a 
handful  of  the  devoted  go  to  conference 
sessions,  people  packed  the  hall  in  Los 
Angeles.  For  14  hours  a  day,  speakers 
paraded  on  and  off  the  dais.  You  never 
went  outside  or  saw  the  sun.  It  was  like 
sitting  in  on  a  combination  brainwash- 
ing and  religious  event.  After  hearing 
about  how  only  fools  don't  buy  gold,  sil- 
ver and  diamonds  and  watching  hun- 
dreds of  heads  nod  agreement,  a  person 
with  money  in  stocks  or  a  money  mar- 
ket fund  feels  like  an  oddball.  This  was  a 
quasi-religious  experience.  Inside  the  hall 
was  a  relative  handful  of  enlightened 
people,  getting  the  message  that  prom- 
ised salvation.  Outside  was  the  rest  of 
the  world,  doomed.  (Step  right  up,  ladies 
and  gentlemen.  Noah's  Ark  sails  soon. 
Buy  your  tickets  here.) 

When  Howard  Ruff,  the  hard-money 
business'  hottest  ticket,  spoke,  the  audi- 
ence was  hushed.  With  his  elocutionary 
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cks — like  raising  and  lowering  his  voice 
keep  the  audience's  interest — Ruff 
unded  like  a  preacher  in  a  revivalist 
urch,  predicting  the  apocalypse  but 
ilding  forth  the  promise  of  salvation, 
ter  a  speech  in  which  he  predicted 
noney  frozen  in  the  banks,"  and  that 
terest  rates  are  at  or  near 
eir  peaks,  Ruff  was  sur- 
unded  by  his  admirers, 
ley  gazed  at  him  raptly 
d  hung  on  his  every 
3rd. 

In  addition  to  Ruff,  at- 
ndees  got  37  speakers 
'  a  total  of  23  hours  dur- 
§  the  conference.  Except 
■  their  distrust  of  the 
vemment's  paper  mon- 
,  they  had  nothing  in 
mmon.  Speakers  ranged 
>m  Robert  Bleiberg,  Bar- 
n's scholarly  editor,  who 
Dorted  that  a  recession 
ay  be  at  hand,  to  Gary 
Drth,  editor  of  a  hard- 
aney  newsletter,  who 


of  workshops,  which  consisted  of  equal 
parts  advice  and  salesmanship.  Sessions 
ran  from  8:45  a.m.  to  10:30  p.m. 

There  were  a  few  tinges  of  lunacy.  A 
handful  of  political  speakers  contended 
that  members  of  the  Trilateral  Commis- 
sion— a  group  of  business  and  political 


Crowds  at  the 
The  advice 


American  Economic  Council's  hard-money  com 
varied,  hut  the  crowd  was  always  big. 


vised  people  to  "increase  your  cash 
thdrawals  [from  banks].  Use  night- 
ne  teller  machines.  Convert  the  cash 
to  goods,  especially  goods  that  don't 
ive  traces.  Move  some  abroad." 
Anyone  seeking  a  consensus  would 
ve  been  disappointed,  because  speak- 
5  couldn't  agree  on  whether  gold,  silver 
d  diamonds  should  be  bought  now, 
lether  real  estate  is  worth  having,  or 
lat  the  chances  are  for  establishing  a 
Id  standard  for  the  dollar.  Some  speak- 
5  even  talked  about  insurance  and  pen- 
)n  plans.  There  were  14!/2  hours'  worth 


leaders  from  the  U.S.,  Western  Europe 
and  Japan — were  engaged  in  a  conspiracy 
to  set  the  U.S.  on  Russia  by  having  the 
Chinese  attack  the  Russians  so  we  can 
attack  the  Russians  to  defend  the  Chi- 
nese. One  appalling  moment  was  the 
keynote  address  at  the  convention's  Sat- 
urday night  banquet,  where  Julian  Sny- 
der, a  newsletter  publisher,  explained 
that  OPEC  was  created  by  multinational 
banks  to  increase  inflation  and  thereby 
gather  more  assets.  Snyder  also  contend- 
ed that  the  embassy  seizure  in  Iran  was  a 
plot  by  Trilateralist  David  Rockefeller, 


who  feared  a  run  of  Iranian  assets  out  of 
Chase  Manhattan  Bank.  Rockefeller, 
Snyder  said,  got  Carter  to  admit  the  Shah 
so  Iranian  militants  would  seize  the  em- 
bassy. Carter  would  then  have  an  excuse 
to  freeze  Iranian  assets  and  bail  out 
Chase.  (Isn't  it  interesting  how  close  the 
right-wing  crazies  are  to 
the  left-wing  crazies? 
Both  groups  tend  to  pin  all 
the  troubles  of  the  world 
on  a  Rockefeller  conspir- 
acy. David  Rockefeller  has 
become  the  modern  sub- 
stitute for  the  Elders  of 
Zion.) 

There  was  also  a  touch 
of  craziness  at  the  confer- 
ence's exhibit  center.  The 
exhibitors,  who  paid  $550 
and  up  for  their  booth 
space,  are  part  of  the  trav- 
eling circus  that  goes  from 
one  hard-money  show  to 
another.  In  addition  to  the 
>entton  things  you'd  expect — the 
  New  York  Diamond  Ex- 
change, Deak-Perera,  commodities 
houses— there  were  booths  for  the  Liber- 
tarian Party,  people  selling  freeze-dried 
food  to  store  in  your  basement  against 
the  day  of  evil  (Ruff,  a  Mormon,  follows 
the  Mormon  injunction  to  keep  a  year's 
supply  of  food  at  hand  and  urges  doing  so 
as  both  an  investment  and  protection 
against  upcoming  disaster),  people  sell- 
ing guns  and  bronze  statues  as  invest- 
ment vehicles.  The  freeze-dried  food 
people  even  gave  out  samples.  They 
ranged  from  chocolate  ice  cream,  which 
tasted  terrible,  to  blueberries  and  pineap- 


Scare  'em  'n'  sell  'em 


"People  are  scared  to  hell,"  says  Jesse  Cornish,  vice  presi- 
dent of  Investment  Rarities  Inc.  and  an  old-time  goldbug. 
"People  who  come  to  hard-money  conferences  aren't  wor- 
ried about  making  money.  They're  wor- 
ried about  not  losing  it." 

Those  worries  are  making  money  for 
Ken  Gerbino,  owner  of  the  American 
Economic  Council  (AEC),  the  corpora- 
tion that  ran  the  big  March  convention 
in  Los  Angeles  and  is  planning  to  do  at 
least  four  of  them  a  year.  Gerbino,  34,  is 
a  transplanted  Brooklynite  who  set  up 
shop  as  an  investment  adviser  in  Beverly 
Hills,  and  runs  the  AEC  as  well. 

Gerbino  claims  most  of  the  AEC's 
money  supports  a  ten-person  staff  in 
Beverly  Hills  and  two  part-time  lobbyists 
promoting  hard-money  views  in  Wash- 
ington. He  pays  himself  $286  a  week  and 
took  a  $20,000  bonus.  Although  that's 
not  much,  considering  the  $1.5  million 
the  AEC  grossed  in  its  two  years,  there's 
nothing  to  stop  him  from  taking  more 
out  someday. 

The  AEC,  which  ran  its  Los  Angeles  Conference  promoter 


conference  like  clockwork,  did  its  first  major  event  a  year 
ago,  drawing  a  surprising  1,000  paying  customers  at  $235 
a  head.  The  March  conference  drew  2,000  paying  custom- 
ers at  an  average  $320  a  head,  Gerbino 
says,  and  he's  got  high  hopes  for  future 
conferences. 

The  Los  Angeles  conference  also  drew 
a  congressman,  Ron  Paul  (R-Tex.),  who 
has  introduced  a  bill  to  put  the  dollar 
back  on  a  gold  standard.  Paul  used  the 
occasion  to  make  a  rousing  speech  at- 
tacking the  current  debasement  of  the 
dollar  and  to  meet  with  potential  finan- 
cial supporters. 

Gerbino,  who  says  he  feels  a  handful  of 
people  high  in  government  circles  are 
purposely  trying  to  get  us  into  a  war  with 
Russia,  is  planning  to  take  the  AEC  na- 
tional soon.  "Within  six  months,"  he 
says,  "we'll  have  conferences  at  $5  a 
head  with  50,000,  60,000,  100,000  people 
each,  in  stadiums.  We  want  to  get  down 
to  the  masses  who  really  need  the  help." 
It  may  help  the  masses,  but  it  sure  won't 
hurt  Gerbino  any.— AS. 


Ken  Gerhi)it> 
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pie,  which  were  quite  good.  With  little 
provocation,  some  of  the  booth  dwellers 
would  explain  in  a  conspiratorial  voice 
that  if  you  did  what  they  suggested,  not 
only  would  you  become  rich,  but  you'd 
be  able  to  avoid  taxes  on  your  gains. 

Among  the  exhibitors  was,  of  all 
things,  the  trust  department  of  a 
bank.  The  bank,  First-Citizens 
Bank  &  Trust  of  Greenville, 
S.C.,  is  one  of  the  few  that  al- 
low customers  to  put  diamonds, 
precious  metals  and  gems  in 
self-directed  Keogh,  IRA  or  cor- 
porate profit-sharing  accounts. 
It's  a  nice  piece  of  business  for 
the  bank,  which  gets  annual 
fees  of  $150  and  up.  "We've 
been  offering  these  accounts  for 
a  year  and  a  half,"  says  Ronald 
Holland,  a  trust  department  vice 
president  manning  the  booth. 
"When  all  we  had  was  regular 
self-directed  accounts,  we  put 
on  one  a  month,"  he  said. 
"Now,  we  get  40  to  50  a 
month." 

Along  with  the  exhibitors 
who  appear  at  the  hard-money 
conferences,  there's  a  core  of 
lecturers  who  make  the  circuit,  speaking 
at  virtually  all  the  shows  in  exchange  for 
a  fee  (often  modest)  and  a  chance  to 
gamer  new  business.  A  typical  member 
is  Mark  Skousen,  who,  unlike  many  of 
the  hard-money  crowd,  is  approachable, 
calm  and  has  a  sense  of  humor  and  per- 
spective. Skousen  specializes  in  offshore 
banking  and  questions  of  banking  priva- 
cy, consults  for  newsletters  and  writes  an 
occasional  book.  He  said  he  got  $1,200 
plus  expenses  for  appearing  in  Los  Ange- 
les, and  also  sold  130  books  at  $10  each. 
"I'm  here  to  make  money,"  says  Skou- 
sen, who  said  he  left  a  job  as  an  econom- 
ic analyst  with  the  CIA  in  1973  to  join 
the  Inflation  Survival  Letter  (now  called 
Personal  Finance. ) 

Besides  conference  regulars — crazed 
goldbugs  and  retirees  eager  for  a  tax-de- 
ductible week  in  California — perhaps 
two-thirds  of  the  2,000  people  were  new 
to  the  hard-money  circuit.  They  were 
lured  because  the  hard-money  items 
have  done  very  well  for  their  owners,  and 
it's  hard  to  find  much  of  this  kind  of 
investment  advice  in  conventional  busi- 
ness publications. 

"I  decided  to  try  something  different; 
those  gold  boys  have  been  showing  us 
up,"  said  John  Pope,  a  financial  analyst 
from  Winnetka,  111.  "Our  prudent  invest- 
ments, the  bonds,  haven't  done  very 
well,"  said  Dr.  E.H.  Schultz  Jr.,  trustee 
for  a  profitsharing  trust  for  himself  and 
his  three  radiologist  partners  in  St.  Pe- 
tersburg, Fla.  "Our  gold  and  rare  coins 
have  done  very  well." 

Pope  and  Schultz  said  they  were  some- 
what confused  by  the  conflicting  advice 
given  by  the  speakers.  But  the  reason  for 


that  is  the  desire  of  the  conference  orga- 
nizers to  maximize  attendance.  The  way 
that's  done  is  to  get  prominent  speakers, 
hoping  that  their  personal  followings  will 
generate  enough  business  to  fill  the  hall. 
This  makes  for  a  hodgepodge  of  opin- 
ions, since  most  professional  gloom-and- 


Selling  stored  food,  a  big  item  in  the  hard-money  set 
An  investment  vehicle  you  can  eat  if  times  get  bad 

doomsters  strive  to  concoct  a  highly 
individual  point  of  view.  Many  people 
come  looking  for  certainty  in  an  uncer- 
tain world,  and  leave  convinced  there  are 
answers  but  not  at  all  sure  what  the 
answers  are. 

The  speakers'  fees  are  one  of  the  indus- 
try's secrets.  It  is  not  clear  whether  the 
speakers,  some  of  whom  have  fee  sched- 
ules of  $10,000  and  up,  actually  get  their 
public  rate.  Ruff,  for  instance,  says  he 
took  only  $1,500  from  the  American  Eco- 
nomic Council  because  he  supports  its 
work.  Maybe  so,  but  Ruff  also  can  throw 


in  a  strong  pitch  for  his  newsletter  beford 
an  audience  of  hot  prospects,  so  whjj 
shouldn't  he  shave  his  fee?  Celebrities 
like  William  Simon,  booked  for  Ruff's  Sar 
Diego  conference,  presumably  get  fivei 
figure  fees.  Paying  $10,000  for  a  45-min^ 
ute  speech  may  seem  like  a  lot,  but  it) 
doesn't  take  too  many  $350-a| 
head  customers  to  pay  for  it. 

The  success  of  these  confer- 
ences is  disturbing — not  because 
the  people  attending  them  are 
pushing  gold,  but  because  an  in- 
creasing number  of  people  obvii 
ously  feel  the  system  has  failed 
and  it's  time  to  look  elsewhere. 
"People  are  saying,  'Somebody 
tell  me  what  to  do,'  "  said  Ruff. 
"These  people  will  follow  any* 
body  who  tells  them."  Ruff, 
whose  newsletter,  books,  con- 
ventions and  TV  shows  have 
made  him  a  wealthy  man,  is 
bothered  by  what  his  popularity 
symbolizes.  "If  we  lived  in  a  sta- 
ble world  with  stable  leadership, 
I'd  be  canceled  for  lack  of  inter- 
est," he  said.  "I  feel  I'm  a  cre-< 
ation  of  the  times." 
To  get  back  to  the  contrarian 
view.  After  booming  in  1974,  the  hard- 
money  conference  business  collapsed  in 
1975.  After  arranging  to  rent  the  2,800- 
seat  Carnegie  Hall  in  New  York  and  run- 
ning a  series  of  expensive  advertisements 
that  year,  goldbug  lim  Dines  bugged  out 
when  he  sold  only  a  handful  of  tickets. 
"As  the  inflation  rate  went  down  in  1975 
we  had  lean  years,"  Mark  Skousen  re- 
called. "Then  when  things  got  bad  again, 
subscriptions  began  picking  up. "  Could  it 
be  that  the  inflation  rate  and  the  hard- 
money  conference  business  are  topping 
out  together  again?  ■ 


Zenith  Radio,  reeling  from  a  combination  of 
bad  luck  and  poor  management  decisions,  is 
trying  a  new  tack.  This  one  just  might  work. 

Zenith's  new  hope 


By  Bob  Tamarkin 


Zenith  Radio  Corp.,  once  one  of 
America's  premier  consumer  products 
companies,  has  fallen  on  hard  times.  Its 
shares,  which  sold  in  the  50s  during  the 
early  Seventies,  recently  languished  be- 
low 10.  Zenith  was  only  modestly  in  the 
black  last  year,  earning  less  than  2%  net 
on  sales  of  approximately  $1  billion;  this 
year  will  probably  be  worse.  The  divi- 
dend, which  was  $1 .40  for  years,  is  now  a 


token  60  cents  a  share.  Things  were  so 
bad  that,  last  October,  Zenith's  chair- 
man and  chief  executive  officer  resigned, 
and  ex-chairman  Joseph  Wright,  68, 
came  out  of  retirement  to  try  to  put  the 
company  back  on  its  feet. 

Gloom  and  doom?  Not  at  Zenith's 
Glenview,  111.  headquarters.  The  mood 
there  is  close  to  euphoria  these  days. 
"It's  like  it  was  in  the  golden  days  when 
we  were  first  getting  into  color  televi- 
sion," says  a  veteran  executive. 
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Zenith  is  making  a  major  move.  It  is 
;coming  a  small-computer  company. 
*Ve  haven't  stuck  our  toe  in  the  water. 
re've  jumped  in,"  says  Edward  J.  Rob- 
ts,  president  of  newly  formed  Zenith 
ata  Systems  Corp. 

Zenith  is  still  dependent  on  TV  sales, 
hich  account  for  80%  of  its  total  rev- 
lues,  but  its  return  on  sales  has  not 
ipped  5%  since  1973,  when  earnings 
;aked  at  $55  million.  The  Japanese  have 
ven  it  fits  and  so  has  a  revitalized  RCA. 
Isn't  it  late  in  the  game  for  computers? 
asn't  Zenith  a  poor  record  on  diversifi- 
ition,  witness  its  unsuccessful  forays 
to  watches,  hearing  aids  and  pay-TV? 
nd  didn't  management  blunder  badly 
ick  in  1972,  when  it  was  riding  high 
id  turned  down  a  chance  to  acquire 
merican  Broadcasting  at  a 
action  of  its  current  value? 
11  that  is  true,  but  Zenith 
is  a  good  deal  going  for  it 
is  time. 

Zenith  took  the  plunge 
to  computers  four  months 
;o  when  it  acquired  Heath 
□.,  the  nation's  leading 
aker  of  do-it-yourself  elec- 
□nics  kits,  from  Schlum- 
irger  Ltd.  for  $64.5  million, 
snith's  eye  wasn't  on  the 
)bby  business,  however, 
it  on  the  25%  of  Heath's 
ore  than  $80  million  in 
les  that  came  from  com- 
lter  products.  As  micro- 
imputer  prices  fell  until  it 
as  no  longer  cheaper  for  the 
)-it-yourselfers  to  make 
eir  own  computers,  Heath 
oked  to  the  small-computer 
arket  for  growth.  Market- 
g  plans  had  been  made  and 
/o  computer  models  were 

production  when  the  ac- 
lisition   took   place.  The 
atch   was   right:  Heath's 
tmputer  savvy  and  Zenith's 
anufacturing  capabilities. 
Roberts,  plucked  from  his  post  as  cor- 
date treasurer  to  head  Zenith  Data  Sys- 
ms,  had  just  the  right  background.  He 
is  both  electrical  engineering  and  ac- 
>unting  degrees  from  the  University  of 
oloradc  and  spent  1 1  years  in  EDP  ser- 
ces  at  Arthur  Andersen  &  Co.  prior  to 
ining  Zenith  in  1971  as  manager  of 
formation  services.  "I've  seen  the  oth- 

side  of  the  coin,"  he  says  of  his  ac- 
ainting  experiences.  "I  know  the  prob- 
ms  of  users." 

Heath  Co.,  as  a  separate  subsidiary, 
ill  continue  to  make  electronic  and 
imputer  kits  for  a  market  it  dominates 
ith  a  90%  share,  and  to  market  its 
chnical  self-education  courses.  Its  mi- 
oprocessing  course  is  acknowledged  as 
ie  best.  But  Heath  will  also  expand,  for 
:ample,  in  European  markets. 
The  new  Zenith  division   is  now 


churning  out  two  basic  computer  sys- 
tems. Its  Z89  system,  priced  at  $2,895,  is 
built  around  a  microprocessor  supplied 
by  Zilog,  Inc.  and  includes  the  computer, 
video  display,  a  small  floppy  disc  mem- 
ory drive  and  keyboard  all  in  one  cabinet. 
Its  larger  16-bit  computer  system,  the 
WH1 1 A  ($6,160),  is  based  on  the  popular 
LSI- 11  computer-board  from  Digital 
Equipment  Corp.  (DEC).  Life  Boat  Asso- 
ciates, a  New  York  City  firm,  provides 
an  operating  system  that  allows  a  wide 
variety  of  business  software  packages 
(general  ledger,  accounts  receivable  and 
payable,  inventory  control,  payroll,  etc.) 
to  be  used.  In  addition,  Basic,  COBOL, 
Fortran,  and  Pascal  languages  are  avail- 
able. Zenith  also  has  introduced  a  word- 
processing  package  which  operates  on 


President  Edward  J.  Roberts  of  Zenith  Data  Systems 
Aiming  to  score  big  at  the  low  end. 

the  Z89  computer. 

At  Heath's  Benton  Harbor,  Mich, 
plant,  the  boards  and  components  are 
made  and  then  shipped  100  miles  to  Ze- 
nith's Chicago  plant  for  final  assembly. 
The  line  is  being  sold  through  major 
computer  store  distributors,  Heath's 
own  70  retail  outlets  and  to  other  pur- 
chasers who  either  add  hardware  and/or 
software  and  resell  to  end-users.  Buying 
Heath,  rather  than  getting  into  the  mar- 
ket from  scratch,  saved  Zenith  at  least 
two  years,  Roberts  figures. 

Zenith  thus  has  a  running  start  in  a 
segment  of  the  computer  market  where 
sales  have  been  growing  up  to  50%  annu- 
ally. Systems  priced  from  $5,000  to 
$15,000  will  grow  from  $130  million  in 
1978  to  $1  billion  by  1983,  according  to 
Everett  T.  Meserve,  a  consultant  at  Ar- 
thur D.  Little,  Inc. 


Heath  had  hopes  of  selling  $50  million 
to  $100  million  worth  of  small  business 
computers  annually  by  1983.  Roberts  re- 
fuses to  make  any  projections  other  than 
to  deem  "reasonable"  a  40%  increase  in 
sales  in  the  second  year  of  operation. 

Don't  worry.  Zenith  has  no  illusions  of 
taking  on  IBM  or  even  major  minicom- 
puter companies  like  DEC  and  Data 
General.  It  is  going  after  a  potential  mass 
market,  which  is  still  in  its  early  stages. 
This  market  is  not  yet  spoken  .for  and 
Zenith,  with  its  top-notch  manufacturing 
and  distribution,  has  a  great  deal  going  for 
it  there.  Its  systems  sell  from  $3,000  and 
eventually  will  go  as  high  as  $10,000.  As 
Roberts  bluntly  puts  it,  "We're  going  after 
the  low  end  of  the  market." 
That  price  range  puts  it  in  direct  com- 
petition with  such  outfits  as 
Cromenco,  Apple,  North  Star 
and  Tandy,  which  intro- 
duced its  TRS  80  Model  E 
(from  $3,450  to  $9,000)  entry 
into  the  small-business  mar- 
ket last  June.  "Tandy  opened 
the  market,"  says  Roberts. 
"Everybody  found  out  just 
how  great  a  demand  there  is 
for  small-business  comput- 
ers." Apple,  which  scored  big 
with  its  Model  II  ($2,000) 
home  computer,  will  report- 
edly bring  out  a  specially  de- 
signed small  business  com- 
puter in  June. 

Until  now,  the  $15,000  to 
$80,000  computers  have  had 
most  of  the  business  comput- 
er market,  says  Data  Quest's 
Ron  Yanosky,  who  tracks 
the  small-computer  market. 
But  that  could  change  dra- 
matically. IBM  has  been 
pushing  its  new  5120  (from 
$13,000  to  $20,000),  blitzing 
metropolitan  markets  with 
radio  commercials.  And 
Tandy  recently  began  pro- 

  moting  its  line  with  full-page 

ads  in  the  Wall  Street  Journal. 

The  industry's  growth  could  be  stunt- 
ed by  a  lack  of  semiconductor  capacity 
and  a  shortage  of  trained  computer-ser- 
vice technicians.  But  Zenith  has  already 
taken  account  of  the  service  problem  in 
its  marketing;  it  offers  to  lend  another 
new  Zenith  computer  to  any  customer 
whose  machine  goes  out  of  service  be- 
cause it  needs  repair.  It  plans  eventually 
to  provide  on-site  repair  service. 

"We  know  how  to  manufacture  high 
quality  at  low  cost,"  says  Roberts.  "And 
we  know  how  to  hang  in  there." 

Can  Zenith  now  reverse  its  nearly  de- 
cade-long string  of  bad  luck?  That  re- 
mains to  be  seen.  This  much  is  certain: 
It  is  probably  Zenith's  last  chance  to 
remain  independent.  Unless  it  can  get 
growing  again  it  is  almost  certainly  going 
to  be  a  takeover  candidate.  ■ 
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INA's  Ralph  Saul  expected  a  few  problems 
when  he  sold  Blyth  Eastman  Dillon.  He  just 
didn't  know  how  bad  they  would  be.  In  retro- 
spect, maybe  he  should  have  said . . . 

No  thank  you, 
Paine  Webber 


By  Stanley  Ginsberg 


Although  he  won't  admit  it,  INA 
Corp.  Chairman  Ralph  S.  Saul 
may  very  well  be  having  second 
thoughts  about  his  recent  sale  of  INA's 
Blyth  Eastman  Dillon  &  Co.  to  Paine 
Webber.  In  the  deal,  INA  ended  up  with 
just  over  20%  of  Paine  Webber.  Far  from 
being  the  dream  merger  that  everyone 
was  hoping  for,  the  deal  so  far  has  caused 
the  disruption  of  a  strong  management 
team,  the  threatened  defection  of  a  num- 
ber of  members  of  a  seasoned  and  highly 
productive  retail  sales  force,  and  a  back- 
office  tangle  that  could  put  a  damper  on 
profits  for  quite  some  time.  Instead  of 
INA's  share  of  the  $12  million  to  $15 
million  in  projected  profits  that  Blyth 
would  have  contributed  to  his  bottom 
line  this  year,  Saul  may  have  to  settle  for 
a  handful  of  promises. 
Merger  is  the  name  of  the  game  on 


Wall  Street  these  days,  and  as  mergers  go 
this  one  looked  good.  Through  its  own 
acquisition  of  Mitchell,  Hutchins  in 
1977,  Paine  Webber  augmented  one  of 
the  industry's  strongest  retail  brokerage 
businesses  with  one  of  the  top-ranked 
research  organizations  on  Wall  Street.  "It 
seemed  clear  at  the  time,"  says  Saul, 
"that  Blyth  Eastman's  outstanding  rec- 
ord in  the  investment  banking  business 
would  make  a  good  fit."  Altogether,  the 
new  company  represents  combined  cap- 
ital of  $230  million — good  enough  to  put 
it  into  second  place  in  the  securities  in- 
dustry. In  theory,  it  should  have  been 
competitive  on  all  fronts. 

The  deal  also  made  sense  in  terms  of 
INA's  needs.  When  Saul  came  to  the 
company  in  1974,  it  already  owned  36% 
of  Blyth,  which  it  had  acquired  by  stages 
in  the  early  Seventies. 

But  not  even  Blyth's  pretax  earnings  of 
$20.5  million  on  $156.9  million  in  rev- 


Paine  Chairman  Davant,  Blyth  President  Shoemaker  and  Paine  President  Donald  Matron 
Tlie  morning  after.  Shoemaker  took  the  blow,  but  the  headaches  were  Paine  s. 


enues  in  1976,  a  good  year  for  mosl) 
firms,  could  wipe  out  the  capital  short- 
falls of  earlier  years.  INA  had  no  choice) 
but  to  pick  up  an  additional  24%  on 
Blyth's  stock,  bringing  its  total  holding)! 
to  60%.  What  little  hope  Saul  could  find! 
in  the  situation  vanished  the  following! 
year,  when  severe  losses  in  government! 
securities,  compounded  by  the  weakness! 
of  Blyth's  top-heavy  senior  management, 
melted  earnings  down  by  more  than 
60%,  to  $7.7  million  on  $  1 59.5  million  in 
revenues.  Things  grew  even  worse.  In 
1978,  on  revenues  of  $197.6  million,  con-j 
tinued  trading  losses  and  markdowns  in 
government  securities  plus  costs  of  ex- 
pansion produced  a  $9.3  million  loss. 
INA  dutifully  coughed  up  more  cash  and 
found  itself  stuck  with  another  7%  of 
Blyth  equity.  In  all,  INA  had  put  up  just 
over  $45  million  of  Blyth's  $105  million 
in  total  capital.  What  seemed  like  an| 
asset  in  1976  had  become  a  gaping  liabil- 
ity just  two  years  later. 

Clearly,  something  had  to  be  done.  In 
March  1978  Saul  brought  in  Alvin  P. 
Shoemaker  to  replace  James  E  Cleary. 
Saul  had  gotten  to  know  Shoemaker 
when  both  men  were  at  First  Boston 
Corp.  "He  reported  to  me  there,"  says 
Saul,  "and  I  developed  enormous  respect 
for  his  business  judgment  and  manage- 
ment ability."  Saul  repeatedly  made  as- 
surances that  he  did  not  intend  to  sell  the 
company. 

In  less  than  two  years,  a  turnaround 
looked  possible.  In  addition  to  cutting 
overhead  by  an  estimated  $4  million, 
Shoemaker  assembled  a  high-powered 
management  team  that  included  such 
heavy  hitters  as  lay  H.  Perry,  whose  er- 
ratic energy  could  not  eclipse  his  bril- 
liance as  a  block  trader;  William  M. 
Brachfeld,  formerly  a  senior  partner  at 
Salomon  Brothers  who  had  won  his 
spurs  in  the  problem-ridden  government 
securities  area;  and  Harold  Tanner,  al- 
ready at  Blyth,  to  run  corporate  finance 
and  the  operating  committee.  Former 
Treasury  Secretary  William  Simon  was 
also  brought  in  as  a  special  consultant  in 
the  corporate  finance  area.  While  1979 
was  going  to  be  far  from  a  banner  year, 
Shoemaker  was  confident  that  Blyth 
would  finish  at  least  marginally  in  the 
black,  and  so  it  appeared. 

Which  is  probably  why  Saul  decided  to 
sell  at  the  time.  "We'd  been  considering 
all  kinds  of  possiblities  for  a  long  time," 
says  Saul,  "but  none  of  them  seemed 
right  until  Paine  Webber  approached  us 
last  summer."  It  was  no  secret  that  Paine 
Chairman  James  W.  Davant,  whose 
friendship  with  Saul  goes  back  20  years, 
was  in  the  market  for  an  investment 
banking  operation — nor  that  Blyth  had 
been  high  on  his  hit  list  for  some  time. 
For  reasons  he  is  unwilling  to  discuss  but 
which  probably  had  to  do  with  price, 
Saul  consistently  held  off — until  it 
looked  as  if  Blyth  was  back  into  the 
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lack.  Finally,  last  Oct.  1  he  said  yes. 

For  its  67%  share  of  Blyth,  INA  agreed 
)  take  $45  million  in  debt  and  equity.  In 

photograph  published  the  next  day 
hoemaker,  told  of  the  deal  less  than  a 
eek  earlier,  looked  as  though  he'd  just 
>st  his  best  friend. 

Everyone  expected  back-office  prob- 
:ms  and  a  king-size  personnel  shuffle — 
lose  things  always  happen  after  a  merg- 
:.  But  with  the  serious  back-office  after- 
lath  of  the  Dean  Witter-Reynolds  Se- 
irities  and  Loeb  Rhoades-Hornblower 
feeks  deals  looming  so  large  in  recent 
lemory,  one  would  have  thought  that 
aine  would  approach  combining  oper- 
:ions  with  far  more  caution  than  it  ap- 
irently  did — the  more  so  since  Blyth 
as  one  of  the  few  large  operations  on 
he  Street  that  kept  its  records  on  Hon- 
>rwell,  rather  than  IBM,  equipment.  Ac- 
jrding  to  insiders,  Paine  Webber  sched- 
led  the  conversion  in  two  steps,  on  Dec. 
~)  and  fan.  4.  There  was  ample  time  to 
:complish  the  transition;  in  fact, 
lyth's  back  office  repeatedly  offered  to 
)me  up  with  the  software  assist  in  the 
lanning  and  management  of  the  transi- 
on.  "We  were  told,"  says  one  source 
om  the  Blyth  back  office,  "thanks,  but 
3  thanks.  They  could  handle  it  without 
ar  help." 

In  fact,  it  now  looks  as  if  they  could 
□t.  Paine 's  conversion  program  went  on 
:ream  before  it  had  been  fully  tested.  As 
result,  records  have  gotten  tangled  into 


a  knot  that  may  take  a  year  or  more  to 
unravel.  Security  descriptions  were  mis- 
matched, client  account  printouts  have 
gotten  jumbled,  and  some  stock  has  dis- 
appeared into  the  bowels  of  the  comput- 
ers. While  confirmations  of  transactions, 
five  to  six  weeks  behind  during  January, 
have  become  current,  the  large  number 
of  "fail-to-deliver"  securities  has  created 
complications. 

The  most  serious  is  the  reported  ero- 
sion of  Paine's  capital  position.  Given 
the  fact  that  Blyth's  highly  respected  in- 
stitutional research  organization  re- 
mained essentially  intact  following  the 
acquisition,  Paine's  public  withdrawal 
from  some  institutional  equity  and  fixed- 
income  business  on  Feb.  25  suggests  that 
Paine's  capital  is  seriously  strained  by 
the  problem  of  fails.  This  is  further  indi- 
cated by  Paine's  recent  arrangement  of 
$36  million  worth  of  credit  from  Citi- 
bank. At  current  interest  rates,  such  a 
move  implies  that  Paine  may  have  to  pay 
a  terrific  price  for  its  problems. 

So  now  Paine  Webber  has  had  to  call  in 
cleanup  crews  to  try  to  sort  out  the  mess. 
Since  mid-January  the  firm  has  had  to 
add  a  5  p.m. -to-midnight  shift  to  sift 
through  the  rubble  and  try  to  piece 
things  back  together.  The  total  cost  will 
probably  run  up  into  the  millions. 

In  one  respect,  at  least,  the  foul-up 
may  be  working  in  Paine  Webber's  fa- 
vor— in  a  negative  way.  Had  they  been 
able  to  get  their  accounts  out,  insiders 


concede  that  a  good  part  of  Blyth's 
crackerjack  sales  force  would  be  long 
gone  by  now,  and  that  is  something  that 
Davant  can  ill  afford.  With  over  850 
seasoned  representatives  and  per-capita 
productivity  far  in  excess  of  the  industry 
average,  Blyth's  retail  network  was  the 
second  good  reason  for  Paine  to  press 
the  acquisition:  The  combined  3,600- 
broker  operation  would  have  put  it  firm- 
ly into  third  place — well  behind  Merrill 
Lynch,  with  its  8,000  brokers,  but  ahead 
of  most  of  the  competition.  But  here, 
too,  Paine  has  managed  to  alienate  rath- 
er than  endear. 

Among  other  things,  Blyth  brokers  are 
angered  by  Paine's  apparent  lack  of  faith. 
Besides  reducing  certain  commissions, 
their  new  bosses  have  thrown  into  ques- 
tion the  future  of  several  successful  in- 
vestment vehicles,  and  deferred  payment 
of  a  promised  25%  bonus  until  next  Au- 
gust. "It  shows  you,"  one  broker  says 
bitterly,  "how  much  they  trust  us." 

The  circumstances  surrounding  the 
merger  are  riddled  with  politics;  such 
things  always  are.  On  the  other  hand, 
one  of  the  great  dangers  in  any  merger  is 
for  the  acquiring  company  to  assume — 
correctly  or  otherwise — that  being  on 
the  acquiring  end  of  the  transaction  nec- 
essarily confers  superior  wisdom.  Paine 
Webber  may  well  have  made  that  mis- 
take and,  in  making  it,  lessened  the 
chance  of  the  combination  working  out 
as  well  in  fact  as  it  did  on  paper.  ■ 


ifter  1974  there  was  a  split  market  in  growth  stocks.  Little  stocks 
esumed  their  winning  ways;  big  ones  stayed  prone.  Is  it  now . . . 


Time  to 
change  tactics? 


By  Richard  Phalon 

\SK  THE  MAN  IN  THE  STREET  where 
he  thinks  the  good  stock  buys  are 
and  there's  a  good  chance  he'll  say 
)mething  about  fast-growing  small 
Dmpanies.  But  scratch  a  growth-orient- 
i  mutual  fund  manager  who  specializes 
l  over-the-counter  stocks  these  days 
id  you  are  likely  to  hit  a  deep  vein  of 
union. 

Listen  to  this  random  sampling  of 
pinion: 

"There  are  pockets  of  speculation  that 
ave  pushed  the  bid  prices  of  some 


stocks  beyond  fundamentals,"  says  John 
T.  Johnson,  portfolio  manager  for  the 
$600  million  T.  Rowe  Price  New  Hori- 
zons Fund,  which  invests  entirely  in 
small  growth  stocks. 

"Some  of  these  big  speculative  plays, 
they  worry  me,"  says  Ralph  L.  Wanger, 
president  of  the  $80  million  Acorn  Fund 
located  in  Chicago. 

Over  the  last  five  years  funds  that  con- 
centrate on  over-the-counter  growth 
stocks  have  distilled  some  remarkable 
gains.  In  the  last  year  alone,  Acorn  stock- 
holders have  seen  the  total  return  rise  by 
more  than  50%.  Total  return  at  the  big- 


ger and  less  volatile  New  Horizons  is  up  a 
respectable  35%,  compared  with  only 
18.6%  for  the  market  as  a  whole  as  mea- 
sured by  the  Standard  &  Poor's  500  stock 
average. 

Why,  then,  the  rush  of  caution? 

Painfully  earned  experience,  for  one 
thing.  Basically,  the  old  money  hands  are 
saying  that  those  who  don't  leam  from 
history  may  be  doomed  to  repeat  it. 
Through  all  of  the  current  boom,  when 
hot  stocks  like  Color  Tile  and  LIN  Broad- 
casting were  doubling  in  price,  the  scars 
of  the  great  sell-off  of  1973-74  burned 
deep.  Buyers  for  the  highly  volatile 
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counter  stocks  all  but  disappeared  from 
view  then,  and  many  funds  were  so  hard 
hit  that  they  had  to  throw  stock  at  the 
market  to  raise  enough  cash  to  keep  up 
with  redemptions.  Even  so  consistent  a 
performer  as  New  Horizons,  which  only 
a  few  years  before  had  to  cut  off  subscrip- 
tions for  a  time  because  it  couldn't  han- 
dle all  the  new  money  pouring  in  from 
investors,  was  badly  mauled.  From  a 
peak  of  $14.59  in  1972,  reported  net  as- 
set value  plunged  to  $4.86  a  share  in 
1974.  Between  those  two  years,  in  a  pat- 
tern typical  of  the  industry,  something 
like  $300  million  worth  of  New  Horizons 
assets  literally  vanished  into  the  thin  air 
of  a  vaporized  market. 

The  return  for  these  small-growth 
stocks  began  in  1975,  and  a  remarkable 
return  it  has  been.  From  a  low  of  54.87  in 
the  fall  of  1974,  the  over-the-counter  in- 
dex skittered  to  an  alltime  high  of  165.25 
last  month.  Since  then  there  has  been 
some  slippage,  particularly  in  the  energy- 
related  and  high-technology  stocks  that 
have  been  leading  the  pack. 

The  slippage  raises  the  obvious  ques- 
tion: temporary  correction  or  a  reprise  of 
1973-74?  Almost  all  the  money  men  are 
thinking  recession  rather  than  Armaged- 
don. New  Horizons'  John  Johnson,  for 
example,  thinks  his  portfolio  companies 
will  probably  show  an  earnings  increase 
of  only  15%  this  year,  compared  with 
last  year's  20%.  Still,  the  market  hates  a 
slowdown  almost  as  much  as  it  hates  a 
decline. 

Too  much,  of  course,  can  be  made  of 
the  specter  of  1973-74,  but  fundmen  con- 
fess to  having  some  uneasy  moments — 
like  when  watching  the  rank  asset  plays 
in  some  oils  or  the  way  some  stocks  have 
been  reacting  to  rumor.  On  the  other 
hand,  contends  Johnson,  "price  earnings 
ratios  overall  are  not  at  the  same  lofty 
level"  as  seven  years  ago. 

That  is  demonstrably  so.  Back  in  1972, 
before  the  market  fall,  the  average  multi- 
ple on  New  Horizons'  portfolio  was  going 
at  a  premium  of  200%  over  the  price 
earnings  ratio  for  the  market  as  a  whole. 
At  the  moment  the  premium  is  about 
30% — a  figure  that  Johnson  regards  as 
good  value.  Still,  the  multiples  have  been 
creeping  up:  from  8.9  times  to  an  average 
of  10.7  times  at  the  close  of  last  year  in 
the  case  of  New  Horizons. 

There  is  an  inherent  danger  in  this 
market:  It  is  too  small  to  absorb  really 
huge  amounts  of  capital.  Put  all  the 
emerging  growth  companies  together  in 
a  single  package  and  the  package's  total 
market  value  probably  wouldn't  equal 
that  of  a  major  oil  company.  Thus,  while 
mutual  i  nds  and  other  institutions  can 
move  in  and  out  of  big  stocks  without 
much  ruffling  the  market,  any  sizable 
influx  of  money  into  the  emerging 
growth  stocks  can  quickly  drive  prices  to 
unrealistic  levels  (and  down  to  unrealis- 
tic depths  when  the  flow  is  reversed,  as  it 


was  in  1973-74).  It's  like  a  magnifying 
glass  starting  a  tire  by  concentrating  the 
sun's  rays  on  a  tiny  spot. 

To  compound  the  problem,  most  insti- 
tutions use  the  same  investment  crite- 
ria: All  the  computer  screens  focus  on 
companies  like  Forbes'  Up-And- 
Comers — comparatively  small,  with 
clean  balance  sheets,  aggressive  manage- 
ment, high  earnings  growth,  maybe  with 
a  special  marketing  niche.  All  the  funds 
want  to  own  the  same  stocks,  and  when 
new  money  is  pouring  into  them  they 
eagerly  chase  these  stocks,  leaving  a 
smaller  and  smaller  float  in  public  hands. 
"If  something  goes  wrong  or  people  get 
scared,"  says  New  Horizons'  Johnson, 
"the  door  closes  right  up." 

So,  while  the  people  in  this  business 
downplay  parallels  with  the  early  Seven- 
ties, they  are  taking  no  chances.  New 
Horizons  is  carrying  more  cash  (15% 
compared  with  10%  this  time  last  year) 


professional  contrarian.  Lowry  bucks  the 
trend  in  this  way:  He  has  a  list  of  what 
he  regards  as  superior  mutual  funds. 
When  clients  have  new  money  to  invest, 
he  steers  them  toward  whichever  funds 
on  his  list  happen  to  be  doing  relatively 
poorly  at  the  moment.  Assuming  regres- 
sion to  norms,  Lowry  counts  on  the  tem- 
porary laggards  to  put  on  a  burst  of  speed 
to  catch  up  while  the  temporary  stars  of 
the  group  drop  back. 

Last  year,  aggressive  growth  funds  like 
New  Horizons  were  at  the  top  of  Lowry's 
buy  list.  Right  now  though,  conventional 
growth  funds  like  Chemical  Fund,  Put- 
nam Investors,  the  David  L.  Babson  In- 
vestment Fund  and  T.  Rowe  Price 
Growth  are  getting  a  lot  more  of  Lowry's 
attention.  He  is  telling  his  clients  to  ear- 
mark only  one-third  of  their  new  money 
for  funds  that  invest  in  small  growth 
stocks.  The  balance  is  going  into  the 
older,  more  conventional  growth  funds, 


New  Horizons'  Johnson 

A  little  cash  never  hurts, 


and  taking  profits  on  energy  and  technol- 
ogy stocks  that  look  overvalued.  "It's 
become  increasingly  difficult  to  find  ex- 
ceptional values,"  says  Johnson.  "We've 
obviously  got  to  be  more  cautious." 

Ralph  Wanger  thinks  the  outlook  is  so 
obscured  by  runaway  inflation  and 
zooming  interest  rates  that  he's  got  the 
Acorn  Fund  about  30%  in  cash.  "The 
only  safety  is  in  speculation,"  says 
Wanger.  '  You  have  to  make  sure  you're 
liquid  enough  to  stay  in  the  game." 

There's  special  meaning  in  all  this  for 
contrarians.  William  Lowry  is  a  former 
economics  professor  who  has  guided  the 
investment  of  more  than  $12  billion 
worth  of  pension  fund  money  into  mutu- 
al funds  from  his  home  base  in  Shreve- 
port,  La.  (Forbes,  Oct.  29,  1979).  He  is  a 


primarily  because  their  portfolios  are 
chockablock  with  such  out-of-favor 
names  as  IBM,  Coca-Cola  and  Merck. 

Most  of  those  stocks  are  selling  at  low- 
er multiples  than  many  of  the  high-flying 
counter  stocks  in  what  is  a  kind  of  in- 
verted P  E  curve.  To  Lowry  that  skewed 
relationship  spells  less  downside  expo- 
sure and  more  upside  potential  for  the 
big  growth  stocks  than  for  the  little  ones. 

"If  you  take  the  Burroughs  group  grow- 
ing at  17%  and  Data  Products  growing  at 
20%,"  insists  Lowry,  "our  computer  is 
saying  right  now  that  we  should  give  up 
that  3%.  The  potential  reward  doesn't 
justify  the  additional  risk  involved." 

Deflowered  though  they  may  be,  the 
old  vestal  virgins  are  starting  to  look 
mighty  attractive  again  to  Lowry.  ■ 
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La  Difference. 


Ask  for  Air  France  Business  Class.  A  Class  Apart,  specify  Business 

Class  on  your  next  trip  to  Paris.  An  exclusive  class  apart  —  affording  you  the  special  attention  you  deserve. 

You'll  enjoy  the  convenience  of  advance  seat  selection,  and  separate  check-in  and  boarding. 

On  board  you'll  be  seated  in  a  separate  cabin  of  our  747,  where  your  neighbors  will  be  Business  Class 
passengers  like  yourself. 

When  you  dine,  you'll  enjoy  some  of  the  best  food  the  French  can  offer.  Cuisine  a  la  Business  Class 
includes  aperitifs,  champagne,  fine  wine  and  cognac.  A  typical  dinner  might  open  with  saiimonfume,  delicate 
morsels  of  smoked  salmon.  And  next,  salmis  de  cane  ton,  roast  duckling  in  a  delightful  sauce. 

Head  sets  for  music  and  movies,  as  well  as  slippers  and  eye  shades —all  included. 

Business  Class  is  available  from  New  York,  Chicago  and  Houston.  Call  your  Travel  Specialist  or  Air 
France  for  more  information.  And  the  next  time  business  takes  you  to  Paris,  make  sure  you  ask  for  Air  France 
Business  Class  — A  Class  Apart. 

AIR  FRANCE  MI 

The  best  of  France  to  all  the  world. 


BankersTrust  improve 
operations  and  beat 
tne  competition. 

"Our  marketing  strategy  keys  on 
better  operations.  And  so  does  our 
Digital  computer  strategy." 


Carmine  Vona 
Vice  President,  Computer  Systems  Department 


Funds  Transfer  is  a  "lead  product"  in 
today's  corporate  and  correspondent 
banking.  And  the  bank  that  develops  a 
marketing  edge  wins  an  increased  share 
of  business  from  key  accounts. 

Ask  Bankers  Trust. 

Using  Digital's  computers,  they  built 
a  distributed  network  that  reaches  right 
into  the  customer's  office  and  gives 
better  control  over  funds  transfer  activities 
than  ever  before.  Now  money  managers 
can  check  the  status  of  any  account  or 
trace  anv  funds  transfer  transaction  with- 
out  waiting  for  end-of-day  computer 
runs.  And  this  means  they  can  work  their 
money  harder  because  they  have  tighter 


control  over  balances  in  foreign  accounts, 
as  well  as  tighter  control  over  float. 

Speed,  reliability  accuracy  and 
immediate  inquiry  response  are  the 


Bankers  Trust  edge.  And  the  reason 
Bankers  Trust  can  offer  this  edge  is 
Digital.  A  growing  network  of  Digital 
PDP-11/70  computers  currently  handles 
over  12,000  transactions  a  day  totaling 
over  25  billion  dollars.  It's  a  mammoth 
responsibility. 

That's  why  Bankers  Trust  looked 
hard  at  price/performance,  reliability,  ser- 
vice and  programming  costs.  The  choice 
of  the  PDP-ll/70s  turned  out  to  be  ideal. 
The  first  eight  systems  went  on-line 
ahead  of  schedule  and  under  budget, 
while  system  up-time  has  held  at  over 
99.5%.  On  the  strength  of  this  success, 
new  Digital  systems  are  being  added, 


both  here  and  abroad,  as  the  bank  adds 
new  functions  to  the  network  and  con- 
tinues to  increase  its  share  of  the  funds 
transfer  market. 

If  you're  looking  for  a  computer 
strategy  to  match  your  business  strate- 
gies, talk  to  Digital.  Call  or  write  today. 

Digital  Equipment  Corporation,  129  Parker  Street,  Maynard, 
Massachusetts  01754.  Department  PK3-2/M18.  European 
headquarters:  12  av.  des  Morgines,  1213  Petit-Lancy/Geneva. 
In  Canada:  Digital  Equipment  of  Canada.  Ltd. 


USD 


THE 

1980  FIAT 

SPIDER 2000. 
A  RARE 

14TH  EDITION 

OFA 

CLASSIC. 


ORIGIN  OF  ACLASSIC  SPECIES: 
OUR  1933  BALILLA  SPIDER.  ITS  BODYWORK  SET  THE 
PATTERN  FOR  FIATSPORTS  CARS  TO  COME. 


The  sports  car  was  born  in 
Europe. 

And  Fiat  has  traditionally  made 
some  of  Europe's  most  beautiful 
sports  cars.  Like  our  classic 
Spider  designed  by  Pininfarina. 


introduced  in  1966  and  contin- 
ually refined  over  the  years,  the 
Spider  has  been  hailed  by  Road  a 
Track  as  "the  best  of  the  vi  ntage 
breed  of  roadsters." 

And  the  1980  Spider  2000  is 
even  better. 

SPIDER  2000.  REFINED  FROM 
ENGI N E TO  AERODYNAMICS. 

The  1980  Fiat  Spider  2000 
has  a  DOHC  2-litre  engine.  Op- 
tional leather  interiors,  color- 
coordinated  with  its  exteriors.  An 
optional  automatic  transmission. 
And  improved  aerodynamics  for 
optimal  fuel  efficiency.  So  unlike 
most  sports  cars  today,  it  gets  the 
kind  of  mileage  you  need  today. 

SPIDER  2000.  FRUGAL,  NOT 
FRIVOLOUS,  WITH  GAS. 

Consider  the  Spider  2000 's 

mileage.  Remember: 
£jL   /  compare  this  esti- 
mate to  the  esti  mated 
MPG  of  other  cars. 
You  may  get  different 
mileage  depending  on  speed, 
weather,  and  trip  length.  Actual 
highway  mileage  will  probably 
be  less  and  mileage  varies  in 
California. 

But  the  most  beautiful  thing 
about  the  Spider  2000  is  simply 
the  exhilarating  fun  of  driving  one. 

For  name  of  nearest  dealer  or 
overseas  delivery  information,  call 
(800)  447-4700 or  in  Illinois (800) 
322-4400.  Specifications  subject 
to  change  without  notice 


MOTORCARS 
IN  THE  GREAT  EUROPEAN 
TRADITION. 

©  Fiat  Motors  ot  North  America.  Inc  .  1980 


We  fiddle  with  Afghanistan  while  Central  America  burns.  Marxists  are 
building  their  state  in  Nicaragua,  fighting  in  El  Salvador  and  making 
plans  for  Guatemala.  Our  policy?  Keep  hoping  for  the  best. 


More  Cubas 
in  the  making 


By  Jerry  Flint 


Victory  day  for  the  Sandinista  revolutionaries  in  Managua,  July  19,  1979 
"Order  and  stability,  not  only  Jbr  Nicaragua  but  all  of  Central  America. 


NOW  THAT  THE  SHOOTING  has 
stopped,  the  reporters  and  cam- 
eramen have  swarmed  off  to  the 
newest  fire.  Quietly  now,  the  real  work 
of  the  Nicaraguan  revolution  goes  on. 
The  direction  it  takes  is  not  reassuring. 
Independent  unions  are  being  squeezed 
into  a  single  labor  confederation.  Busi- 
nessmen are  called  exploiters  of  the  peo- 
ple. Cubans  are  training  the  teachers, 
police  and  army.  The  People's  Literacy 
Brigade,  140,000  strong,  is  about  to 
march  into  the  countryside.  Those  East 
Germans,  so  noticeable  in  Managua, 
aren't  tourists. 

"Our  goals  are  to  bring  peace,  tranquil- 
ity, order  and  stability,  not  only  for  Nica- 
ragua but  all  of  Central  America,"  orates 
Jaime  Wheelock,  one  of  the  victorious 
Sandinista  commanders  and  a  member  of 
the  party's  ruling  directorate.  Who  could 
quarrel  with  that?  And  for  all  of  Central 
America  as  well !  But  would  it  be  the  peace 
and  stability  of  a  Marxist-Leninist  state? 
In  neighboring  El  Salvador  just  that  kind 
of  peace  and  stability  may  be  in  the  mak- 
ing. There  Marxist  crowds  parade  the 
streets  of  the  capital  waving  red  flags — 
hammer  and  machete  instead  of  hammer 
and  sickle — chanting,  "Forward,  forward, 
the  government  is  finished."  Guerrillas 
begin  to  launch  attacks  in  the  cities.  Next 
door  in  Guatemala,  well-armed  insur- 
gents move  among  the  Indian  population, 
assassinate  army  officers  and  kidnap  in 
an  effort  to  win  converts,  money  and 
publicity. 

In  Washington,  at  the  Organization  of 
American  States,  a  glum  official  says:  "El 
Salvador  is  where  Nicaragua  was  12 
months  ago,  and  Guatemala  is  where  El 
Salvador  was  12  months  ago."  He  might 
have  added  that  all  three  may  be  where 
Cuba  was  two  decades  ago — on  the  way 
toward  slipping  into  the  Soviet  orbit. 

Does  it  matter?  Did  it  matter  that 
Cuba  went  Marxist?  Cuba's  army  has 
helped  put  more  countries  under  Marxist 
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domination  than  Russia's  in  the  last  de- 
cade; the  three  troubled  mid-American 
states — Nicaragua,  El  Salvador  and  Gua- 
temala— have  half  again  the  population 
of  Cuba.  A  Red  Central  America  would 
put  enemies  next  to  Mexico's  southern 
oil  fields  (oil  has  been  discovered  in  Gua- 
temala, too)  and  close  to  Venezuela's  oil 
and  the  Panama  Canal.  Large  American 
military  forces  would  probably  have  to  be 
diverted  toward  the  area,  just  as  a  precau- 
tion. We  might,  one  day,  be  surprised  to 
find  Soviet  combat  troops  garrisoned  in 
Central  America,  just  as  we  found  them 
in  Cuba. 

Farfetched?  When  Castro's  tiny  band 
descended  from  the  Sierra  Maestre 
mountains  did  anyone  expect  to  see  their 
successors  one  day  marching  through 
Angola,  Yemen  and  Eritrea?  "This  is  our 
own  backyard,"  says  a  ranking  State  De- 
partment official,  "and  if  these  countries 
move  over  to  the  other  side,  how  will 
this  be  looked  upon?  Weakness." 

Communist  guerrillas,  to  be  sure,  are 
not  the  only  problem  in  Central  Amer- 
ica. There  is  poverty  and  illiteracy.  Gua- 
temala City,  with  streets  full  of  Toyotas 
and  Datsuns,  handsome  apartments, 
shops  and  hotels  and  a  growing  middle 
class,  stands  in  sharp  contrast  to  the 
countryside  where  poor  farmers  may  live 
in  dirt-floor  shacks  and  work  on  a  planta- 
tion for  $1.04  a  day.  Right-wing  terror  is 
every  bit  as  bad  as  the  Marxist  terror, 
maybe  worse.  In  Guatemala  20  union 
leaders  have  been  murdered  in  two  years 
and  two  well-known  left-wing  political 
leaders  were  assassinated  last  year.  In  El 
Salvador,  the  Catholic  Church  charges 
that  600  were  murdered  by  right-wing 
forces  in  just  two  months  this  year.  In 
this  war,  nobody  wears  a  halo.  There  are 
no  clear-cut  heroes  and  villains.  There 
are  only  interests — hungry  poor,  desper- 
ate for  food  and  opportunity;  young,  edu- 
cated Marxists  greedy  for  power;  a  rising 
middle  class  eager  to  hang  on  to  what 
they  have  and  to  get  on  with  the  job  of 
modernizing  countries  that,  politically 
and  economically,  are  more  19th  century 
than  20th. 

Worse,  a  demographic  time  bomb,  the 
population  explosion,  could  crimp  efforts 
by  the  right  or  the  left  to  improve  living 
standards.  The  average  age  in  these 
states  today  is  about  15  and  unemploy- 
ment is  high.  Nicaragua,  about  the  size  of 
Illinois,  had  1.8  million  citizens  in  1970 
and  will  have  3.5  million  in  1990.  El 
Salvador's  3.4  million  were  crowded  in 
the  nation's  8,300  square  miles — the  size 
of  Massachusetts — ten  years  ago;  in  an- 
other ten  years  the  population  will  be  5.9 
million.  Guatemala's  5.3  million  of  1970 
will  be  9.1  million  in  a  mountainous  na- 
tion the  size  of  Tennessee.  Teenagers 
and  youths  in  their  20s  in  these  lands 
itch  to  overturn  the  established  order,  as 
youth  traditionally  does.  The  educated 
among  them  become  guerrilla  leaders; 


the  rest  make  fertile  recruiting  ground 
for  followers.  Easily  accessible  to  such 
forces  today  are  automatic  weapons, 
from  Cuba  or  bought  with  the  proceeds 
of  kidnappings.  They  make  the  guerrilla 
a  match  for  police  and  soldiers.  Gone, 
probably  forever,  are  the  days  when  a 
battalion  of  disciplined,  well-armed  sol- 
diers could  dominate  a  whole  country. 
That  is  the  military  lesson  of  Nicaragua: 
The  disciplined,  well-armed  National 
Guard  met  its  match  in  well-armed,  dis- 
ciplined guerrillas. 

Are  we  doomed,  then,  to  have  Marxist 
states  and  potential  Soviet  bases  creep- 
ing up  the  spine  of  our  own  continent? 
We  are  heading  that  way  but  not  yet 
doomed.  In  three  of  the  key  mini-nations 
the  prospects  are  gloomy  but  not  yet 
hopeless. 

In  Nicaragua,  power  resides  in  the 
nine-member    Sandinista  directorate. 


More  lives  at  hazard 


Even  if  they  were  models  of  stability 
these  countries  would  be  hard-pressed 
to  feed  and  educate  their  citizens. 


Millions 


70  '75  '80  '85  '90 

Source:  Inter-American  Development  Bank 
and  World  Bank 


There  is  no  single  charismatic  personal- 
ity, such  as  Fidel  Castro,  and  among  the 
leaders  there  are  what  Nicaraguans  call 
"hawks  and  doves"  on  the  issue  of  mov- 
ing left  and  against  the  U.S.  Some  direc- 
torate members  try  to  avoid  antagoniz- 
ing the  U.S.  "Our  intention  is  to  act 
without  prejudice  [to  the  U.S.],"  says 
Wheelock,  who  also  is  minister  of  agri- 
culture. Analogies  with  Cuba  irk  Sandin- 
istas, who  dislike  being  called  Castro 
copycats.  Wheelock:  "The  first  step  to 
avoid  this  is  to  remember  that  our  coun- 
try is  called  Nicaragua.  Our  revolution 
came  about  in  1979  under  conditions 
that  are  completely  different  from  Cu- 
ba's." But  he  warns:  "Respect  our  right 
within  our  country  to  exercise  our  sover- 
eign rights  and  self-determination." 

What  does  that  mean,  "Respect  our 
right"?  Chiefly  that  the  U.S.  shouldn't 
try  to  block  experiments  in  socialism 
and  close  relations  with  Cuba,  or  any 
other  part  of  the  world,  including  the 
Soviet  bloc.  In  the  long  run  it  almost 
probably  means  a  Cubanization  of  the 


country,  but  in  the  short  run  it  implies  ai 
policy  of  avoiding  confrontation  with 
Uncle  Sam.  Nicaragua  needs  American 
help  and  knowhow  to  rebuild  its  war- 
and  earthquake-devastated  economy. 
This  devastation  is  real.  Unemployment 
may  be  running  at  30%  to  40%;  produc- 
tivity on  farms  and  in  the  factories  has 
collapsed  while  per-capita  income,  less 
than  $600,  is  half  the  prerevolution  fig- 
ure. The  foreign  debt  was  run  up  to  $1.6 
billion  by  the  old  Somoza  regime,  and 
the  amount  due  in  1980  alone  is  equal  to 
one  year's  gross  national  product. 

"Being  American  doesn't  hurt  when 
you're  doing  business,"  says  fack  Cov- 
ington, an  American,  president  of  E.J.  I 
Construction  S.A.,  based  in  Costa  Rica 
and  Dallas.  He  says  he  has  just  sold  2,000 
quick-erection  (steel  supports  and  poly- 
styrene sheeting)  houses  to  the  Nicara- 
guans. "Even  if  Nicaragua  goes  Marxist 
they'll  want  private  business.  They  need 
it,"  he  says.  Americans  talked  this  way 
about  Cuba,  too,  in  the  early  1960s.  Adds 
Covington:  "There  is  money  to  be  made 
here  and  in  Central  America,  but  plan  for 
the  short-term  profit — two  or  three 
years — not  the  long  term.  There  are  dan- 
gers, too.  Tomorrow  they  can  ask  you  to 
leave  the  country.  In  fact,  they  may  not 
even  ask  you;  you  might  want  to  get  out 
as  fast  as  you  can." 

A  businessman  in  Guatemala  with  a 
subsidiary  in  Nicaragua  tells  this  story — 
and  it  casts  doubt  on  the  chances  of 
Marxist  rulers  and  private  businessmen 
to  co-exist  over  the  longer  term.  "Our 
company  there  can't  pay  off  its  loan. 
Okay,  we  want  to  reschedule  it  to  keep 
the  books  clean.  Their  government  says 
they  are  all  for  it.  But  the  subsidiary  in 
Nicaragua  has  been  under  four  agencies 
in  eight  months  and  we  can't  find  any- 
one who  even  knows  enough  to  approve 
it,  which  probably  doesn't  make  any  dif- 
ference because  it  will  be  under  a  fifth 
agency  soon.  I  think  they  are  holding 
meetings  until  2  a.m.  every  morning  re- 
organizing the  government,  which  is 
easier  than  figuring  out  how  to  grow 
cotton." 

Like  all  revolutions,  the  Nicaraguan 
revolution  has  created  expectations  that 
cannot  be  quickly  satisfied.  Even  if  the 
cotton  farmers  can  get  some  fertilizer, 
they  can't  get  people  to  work  despite  the 
unemployment,  says  this  businessman. 
The  problem  is  that  extremists — whom 
the  Sandinistas  publicly  disavow — tell 
workers  the  land  will  soon  be  theirs.  So 
why  work  for  the  bosses? 

"There  is  a  lack  of  authority,  particu- 
larly outside  Managua  [the  capital],"  says 
Xavier  Chamorro,  editor  of  La  Prema,  the 
nation's  best-known  newspaper.  "Orders 
are  sent  and  not  much  happens,  but 
we're  getting  improvement."  Rumor  has 
it  that  Russia  and  the  Eastern  Bloc 
turned  down  requests  for  money,  making 
the  revolutionaries  more  likely  to  accept 
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A  guided  tour  of  turmoil 


The  Central  America  that  gave  rise  to  the  contemptuous 
phrase  "Banana  Republics"  is  gone.  In  its  place  are  seven 
nations,  some  more  blessed  than  others  with  natural  re- 
sources, some  more  cursed  than  others  with  internal  con- 


flicts, most  with  growing  middle  classes  struggling  against 
Marxists  on  the  left  and  fading  oligarchies  on  the  right.  How 
adroitly  the  U.S.  marks  and  acts  on  those  differences  must 
affect,  perhaps  decide,  their  fates.  Below,  a  quick  briefing. 


Guatemala: 

The  Government  and  the  military  are  determined  to 
crush  Marxist  insurgents  while  right-wing  death 
squads  murder  opponents  at  will,  making  Guatemala 
a  pariah  to  liberal  Americans.  Marxist  guerrillas, 
however,  are  expected  to  step  up  their  attacks. 

Population:  6.6  million      Foreign  trade: 

Area:  42,042  sq.  mi.         Exports:   $1.2  billion 

Gross  Domestic  Imports:  $1.3  billion 

Product  $6.6  billion      Per  capita  income:  $880 

Chief  Exports:  coffee,  cotton,  sugar,  bananas,  meat 


£1  Salvador: 

Terror  rules,  and  a  bloody  civil  war  is  possible.  The 
government  is  leftist  but  ineffective.  Marxists  and 
right-wingers  alike  want  it  overthrown,  while  the 
army  is  divided.  Social  reforms  may  head  off  chaos 
but  leftist  extremists  could  win  a  showdown. 

Population:  4.6  million      Foreign  trade: 

Area:  8,260  sq.  mi.  Exports:   $934  million 

Gross  Domestic  Imports:   $1.1  billion 

Product:  $2.9  billion      Per  capita  income:  $640 

Chief  Exports:  coffee,  cotton,  sugar 


Nicaragua: 

The  revolutionary  government  set  up  by  victorious 
Sandinista  guerrillas  last  summer  insists  it  wants 
friendly  relations  with  the  U.S.  But  the  Sandinista 
leaders  are  Marxists  and  they  appear  to  be  building  a 
Marxist  state,  squeezing  out  any  opposition. 

Population:  2.5  million      Foreign  trade: 

Area:  53,938  sq.  mi.         Exports:   $646  million 

Gross  Domestic  Imports:  $594  million 

Product:  $1.6  billion      Per  capita  income:  $585 

Chief  Exports:  cotton,  coffee,  chemical  products,  beef,  sugar 


Panama: 

The  government,  considered  leftist,  tilts  toward  the 
U.S.  and  slightly  to  the  right  after  its  Panama  Canal 
victory.  Cuban  influence  in  Nicaragua  is  disturbing 
because  Panama  actively  supported  the  Sandinista 
rebels  and  expected  more  say  there. 

Population:  1.9  million      Foreign  trade: 

Area:  2,909  sq.  mi.         Exports:   $292  million 

Gross  Domestic  Imports:  $189  million 

Product:  $2.5  billion      Per  capita  income:  ....  $1,360 

Chief  Exports:  bananas,  petro  products,  shrimp,  sugar,  coffee 


Belize: 

Formerly  known  as  British  Honduras,  this 
semi-autonomous  state  is  moving  toward  inde- 
pendence. That  could  mean  trouble  with  Guate- 
mala, which  not  only  claims  the  territory  but 
dislikes  Belize's  left-wing  government. 

Population:   156,000      Foreign  trade: 

Area:  8,867  sq.  mi.         Exports:   $73  million 

Gross  Domestic  Imports:  $86  million 

Product:  ...  $96  million      Per  capita  income:  $700 

Chief  Exports:  Sugar,  molasses,  clothing,  lumber,  citrus  fruits, 
fish 


Honduras: 

The  ruling  military  junta's  leader  admits  social  re- 
forms must  come  fast  to  avoid  uprisings.  Some  U.S. 
specialists  believe  Honduras,  not  Guatemala,  could 
be  the  next  battleground,  since  change  is  easier  to 
talk  about  than  accomplish. 

Population:  3.6  million      Foreign  trade: 

Area:  43,277  sq.  mi.         Exports:   $616  million 

Gross  Domestic  Imports:  $704  million 

Product:  $1.7  billion      Per  capita  income:  $480 

Chief  Exports:  bananas,  coffee,  lumber,  meat,  petro  products 


Costa  Rica: 

The  most  literate — 90%  — and  most  democratic  of  the 
Central  American  Republics  is  supposed  to  be  an  oasis 
of  stability.  But  the  government  complains  that  com- 
munists foment  labor  trouble,  and  Marxist  Nicaragua 
on  its  northern  border  creates  nervousness. 

Population:  2.2  million      Foreign  trade: 

Area:   19,650  sq.  mi  Exports:   $858  million 

Gross  Domestic  Imports:  $1.2  billion 

Product:  $3.3  billion      Per  capita  income:  ..  $1,590 

Chief  Exports:  coffee,  bananas,  meat,  sugar 


Source:  CIA  figures,  U  S  State  Dept.  figures.  Rand  McNally  Cosmopolitan  World  Atlas 
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The  story  of  three  revolutions 


John  Foster  Dulles    Jacobo  Arbenz 


Castro's  moment  of  victory,  1959 


Guatemala — 
an  early  defeat 

In  May  1954  the  Alfhem,  out  of  Po- 
land, crept  into  Puerto  Barrios  on 
Guatemala's  Caribbean  Coast  to  un- 
load. Its  cargo,  the  CIA  learned:  4  mil- 
lion pounds  of  communist  weaponry 
for  a  people's  militia. 

Those  were  the  days  of  Cold  War, 
Better  Dead  than  Red  and  a  U.S.  whose 
bite  was  worse  than  its  bark.  Within  a 
month  a  few  hundred  right-wing  rebels  backed  by  three  old 
P-51s  and  the  CIA  marched  on  Guatemala.  The  regular  army 
stood  idle.  President  Jacobo  Arbenz  and  his  comrades,  in- 
cluding young  Che'  Guevara,  vamoosed,  scotching  Central 
America's  first  communist-leaning  state.  "The  intrusion  of 
Soviet  despotism  was,  of  course,  a  direct  challenge  to  the 
Monroe  Doctrine,"  John  Foster  Dulles  said  later. 

The  Arbenz  regime  grew  from  a  1944  coup  by  young  army 
officers — including  Arbenz — and  students,  overthrowing 
Jorge  Ubico,  an  old-style  caudillo  who  had  iron-fisted  Guate- 

Cuba— 
the  prototype 

"Sentence  me,"  the  27-year-old  rebel 
told  his  judges.  "I  don't  mind.  History 
will  absolve  me."  The  rich  man's  son 
had  led  a  1953  attack  on  an  army  post. 
It  failed  utterly.  He  was  sentenced  to 
15  years,  released  in  2. 

Then  the  legend:  landing  from 
Mexico  on  the  yacht  Granma.  The 
terrible  struggle  up  the  Sierra  Maestra. 
Defeats.  Winning  the  hearts  and  minds  of  the  peasants.  The 
growing  brutality  of  dictator  Batista.  Then  victory  and  Fidel 
Castro,  bearded  and  in  fatigues,  symbols  he  never  aban- 
doned, riding  into  Havana  in  January  1959.  Cuba  libre. 

Fidel  was  welcomed  in  the  U.S.  that  spring,  but  his 
"reformer"  image  didn't  survive  the  trials,  expropriations  and 
the  drift — then  march — to  communism  that  followed. 

Today  Castro  is  one  of  America's  most  dangerous  en- 
emies. His  mercenaries  helped  establish  or  support  anti- 
U.S.  regimes  in  Angola,  Ethiopia  and  Yemen.  He  trained 

Nicaragua — 
talking  with  two  voices 

(They  had  no  Fidel,  but  they  had  a 
'hero — a  photo,  a  sketch  of  a  man  in  a 
cowboy  hat  who  looked  a  bit  like 
Gary  Cooper.  He  was  Augusto  San- 
dino,  who  fought  against  U.S.  Ma- 
rines occupying  Nicaragua  50  years 
ago  and  was  murdered  in  1934  by  the 
first  General  Somoza.  These  Sandin- 
ista  guerrillas  also  had  a  figure  to  at- 
tack— the  rapacious  Anastasio  Somoza,  heir  of  the  dynasty 
that  had  ruled  the  nation  since  the  1930s.  They  did  what 
Marxists  in  El  Salvador  and  Guatemala  haven't — pulled  the 
various  factions  together  into  a  unified  command — and 
what  Castro  did — welded  the  intellectuals  and  middle  class 
together  with  the  radicals. 

As  Latin  dictators  go,  the  Somozas  were  fairly  benevolent 
despots  until  about  1972,  but  then  began  to  loot  the  country. 
Repression  followed  protest.  The  Sandinistas  won  a  mas- 
sive propaganda  victory  when  they  seized  the  National 
Palace  in  1978,  taking  the  Congress  hostage,  and  Somoza 
suffered  a  massive  propaganda  defeat  with  the  murder  of 


Augusto  Sandino      President  Somoza 


mala  since  1931.  Honest  reform,  free 
speech,  labor  unions  and  social  securi- 
ty followed.  But  in  an  illiterate  nation 
with  next  to  no  middle  class,  commu- 
nists infiltrated  into  positions  of  pow- 
er. To  make  sure,  the  popular  anti- 
communist  candidate  for  president  in 
1950  was  assassinated,  leaving  fellow- 
traveler  Arbenz  a  shoo-in.  Commu- 
nists dominated  the  press  and  unions, 
the  lands  of  United  Fruit  Co.  and  other 
estates  were  expropriated,  and  Arbenz  cheered  North  Korea 
in  the  Korean  War.  But  when  that  weapons  ship  docked,  he 
had  gone  too  far.  He  died  in  exile  in  Mexico  in  1971. 

For  Che'  and  others  who  lost,  it  was  a  lesson  learned.  To 
keep  power  the  regular  army  must  be  destroyed  and  re- 
placed with  a  loyal  fighting  force,  a  lesson  taken  to  heart  in 
Cuba  20  years  ago  and  by  the  new  left-wing  rulers  in 
Nicaragua  today.  The  right  wing  understands  this,  too,  but 
this  time,  unlike  long-ago  Guatemala,  it  may  have,  not  the 
support  of  the  U.S.,  but  its  actual  opposition.— BethBmphy 

and  armed  guerrillas  that  won  in  Nica- 
ragua— though  they  received  help 
elsewhere,  too — and  are  fighting  in  El 
Salvador  and  Guatemala.  Thousands 
of  children  from  Africa,  Latin  Amer- 
ica and  Asia — tomorrow's  cadres — are 
being  trained  in  his  revolutionary 
schools. 

In  Cuba  itself,  Castro-style  commu- 
nism has  failed  economically,  but  Cas- 
tro squeezes  about  $3  billion  a  year  in 
subsidies  from  the  Russians.  For  that  he  jumps  through 
Moscow's  hoop,  though  he  calls  himself  "nonaligned."  Com- 
pared with  Cuba's  past,  the  schools  are  good,  the  poor  better 
off,  the  bureaucrats  fatter  and  the  stores  empty. 

Castro  won  by  building  a  coalition,  including  the  middle 
class,  to  fight  Batista.  Then  he  turned  on  the  middle  class? 
Today  he  tells  his  fellow  Marxists  in  Nicaragua  to  avoid  his 
errors:  Mainly,  don't  irk  the  Yankees  and  don't  be  so  eager 
to  chase  out  the  hardworking  bourgeoisie.  His  change  of 
heart,  however,  is  tactical,  not  ideological.-— B.B. 

Pedro  Chamorro,  respected  editor  of 
l/i  Prensa.  Then  came  "Los  Doce,"  the 
12  business  leaders  who  threw  their 
support  to  the  rebels.  The  fighting 
was  bitter— 35,000  killed  and  100,000 
wounded.  The  U.S.  not  only  cut  off  its 
military  aid  to  Somoza,  but  blocked 
others  from  sending  help.  On  July  19, 
1979,  the  Sandinistas  raised  their 
black-and-red  banner  in  Managua  and 
threw  the  old  army  into  jail,  but 
avoided  the  mass  trials  and  executions  whereby  Castro 
revealed,  perhaps  too  soon,  his  mailed  fist. 

Where  the  Nicaraguan  revolution  goes  is  still  under  de- 
bate even  within  the  nine-member  Sandinista  directorate. 
Some  attack  imperialism,  colonialism  and  Zionism,  while 
others  swear  friendship  for  the  U.S.  Attacks  on  the  middle 
class  contrast  with  calls  for  "pluralism."  Despite  its  publicly 
"nonaligned"  status,  Nicaragua  abstained  from  voting 
against  the  U.S.S.R.'s  invasion  of  Afghanistan. 

"Our  revolution  is  unique,"  Nicaraguans  say,  meaning 
that  they  can  go  left  but  stay  free,  nobody's  client,  not 
Washington's,  not  Havana's.  It  would  be  unusual.— B.B. 
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irivate  enterprise  and  American  aid.  The 
vord  commonly  used  by  optimists  is 
pluralistic,"  meaning  a  socialist  state 
iut  with  private  enterprise  accepted,  too. 
"he  private  businessmen  would  work  to 
;eep  the  new  Nicaragua  from  swinging 
gainst  the  U.S.  Or  so  the  theme  goes. 

One  optimist  is  Arturo  Cruz,  president 
if  Nicaragua's  Central  Bank.  He  is  no 
/larxist  but  was  one  of  12  leading  citi- 
ens  who  broke  from  the  Somoza  regime 
nd  backed  the  rebels.  "These  kids  are 
wonderful,"  he  says.  "Sure,  they  are  not 
ods,  they  make  some  mistakes.  Yes,  we 
end  young  people  to  Cuba  [hundreds  of 
■Jicaraguan  children  have  been  sent  to 
lastro's  revolutionary  training  school], 
ait  we  are  also  setting  aside  foreign  ex- 
hange  to  pay  for  students  in  the  U.S." 
leep  sending  help,  Cruz  urges.  "It  gives 
ou  a  participation  here." 

"We  find  out  Marxists  are  patriots,"  he 
ays  softly.  "You  see,  they  are  our  Marx- 
sts."  Cruz'  hopes  are  honest  hopes,  but 
t  best  they  are  hopes.  It  would  certainly 
e  in  the  Soviet  interest  to  have  the  U.S. 
olerate,  subsidize  even,  the  early  stages 
f  the  Sovietization  of  Central  America. 
4eanwhile,  slowly,  patiently,  the  Marx- 
its  indoctrinate  the  youth  and  prepare 
erhaps  for  the  day  when  pluralism  gives 
/ay  to  a  purer  Marxist  state. 

There  are  disturbing  signs.  A  labor 
mion  man  in  Nicaragua  tells  this  story: 
Once  the  directorate  had  a  reasonable 
xpectation  of  receiving  that  $75  million 
ti  American  aid  [a  special  Nicaragua 
ackage  moving  through  Congress],  they 
tarted  tightening  the  screws."  A  note  of 
arcasm  comes  into  his  voice.  "Now  we 
Lave  a  campaign  to  unite  the  labor  move- 
tient.  Now  everybody  can  work  toward 
ne  common  purpose.  No  way  is  there 
oing  to  be  a  trade  union  movement  that 
/ill  be  free.  This  is  the  Cuban  deal  all 
iver  again."  He  tells  how  the  dock  work- 
rs  were  taken  over.  "They  [the  Sandin- 
5tas]  arrested  the  union  secretary 
eneral.  The  port  went  up  in  arms  and 
emanded  his  release.  Okay,  they  let 
im  go  but  they  had  to  break  that  union, 
"hey  put  guards  on  the  dock.  If  you 
idn't  have  a  card  from  the  Central  San- 
inista  [the  party's  labor  confederation] 
ou  didn't  get  in." 

The  same  union  leader  tells  how  even 
construction  union,  run  by  old-line 
ommunists — old-line  communists  and 
ictorious  Marxist  guerrillas  are  often  at 
dds — was  brought  to  heel.  "The  Sandin- 
stas  held  a  union  meeting  in  the  park, 
iorge  [Tomas  Borge,  best  known  of  the 
andinista  leaders  and  minister  of  interi- 
or] gets  on  the  platform.  'Aren't  we  all 
ood  union  men?'  Cheers.  'Aren't  these 
eople  on  the  platform  good  union  men?' 
cheers.  'Isn't  everyone  for  the  revolu- 
ion?'  More  cheers.  They  had  elected  a 
lew  executive  board.  Those  old  com- 
nies  had  been  to  Russia  and  Cuba  and 
;ot  the  point,"  the  union  leader  says. 
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"No  more  strikes." 

Thousands  of  middle-class  Nicara- 
guans,  not  just  Somoza  followers  but 
technicians,  engineers,  doctors,  busi- 
nessmen, have  fled  and  continue  to  flee 
the  country.  Some  say  50,000,  some  say 
more.  Talk  of  pluralism  notwithstand- 
ing, they  think  they  know  which  way 
the  wind  is  blowing.  "Want  to  buy  a 
Mercedes  300D,  1979,  for  $4,000  in  an 
American  bank?  It's  easy,"  says  one  man 
in  Nicaragua.  Expensive  homes  are  up  for 
grabs.  Says  one  Managua  resident,  "The 
Sandinistas  go  to  a  farmer.  He  says  he 
paid  for  his  land.  They  say,  'But  you 
bought  it  from  Somoza  people  who  are 
dishonest  so  it  must  be  expropriated.' 
You  have  a  home  as  an  investment.  They 
say,  'But  you  bought  it  in  the  Somoza  era 
so  it  must  be  dishonest.'  This  is  happen- 
ing daily,  daily,  daily." 

"We  are  sure  some  of  the  Sandinistas 
want  to  eliminate  us,  but  we  don't  know 
how  many,"  says  Enrique  Dreyfus,  a  cof- 

"You  give  the  benefit  of  doubt 
to  everyone.  You  think  Rus- 
sians innocent  until  proven 
guilty — then  it's  too  late. 
There  are  people  here  willing 
to  fight.  But  the  U.S.  is  the 
leader.  Either  you  are  the 
leader  or  you  are  nothing." 


fee  grower,  tile  manufacturer  and  leader 
of  the  businessmen's  association.  "Right 
now  the  private  sector  is  very  nervous. 
We  fought  against  Somoza,  too.  We  have 
our  own  credentials.  It's  not  only  the  big 
businessman  who  is  worried.  It's  not 
only  the  Coca-Cola  bottler.  It's  the  guy 
with  three  manzanas  [about  5  acres]  or  a 
taxi." 

U.S.  officials  in  Nicaragua  are  nervous. 
"There  are  Cuban  symptoms,  but  not  a 
Cuban  realization,"  says  one.  American 
policy?  It  is  to  feed  in  money  and  gamble 
that  the  need  for  help  will  outweigh  the 
demands  of  Marxist  ideology.  Interest- 
ingly, there  is  no  evidence  that  the  San- 
dinistas are  throwing  any  massive  sup- 
port to  the  Marxist  fighters  in  El  Salva- 
dor. One  Nicaraguan  says  there  is  even 
some  fear  of  Marxist  victory  there  be- 
cause it  could  provoke  the  U.S.:  "You  are 
very  patient,  but  when  you  lose  your 
patience  you  are  very  dangerous." 

Conditions  are  quite  different  in  the 
two  countries.  Nicaragua  is  wrecked  but 
trying  to  recover.  In  El  Salvador  chaos 
reigns.  The  government,  an  uneasy  coali- 
tion of  the  army  and  left-wing  civilians, 
is  rejected  by  both  Marxists  and  private 
enterprisers.  It  lacks  the  power  to  either 
stop  the  rebellion  or  to  institute  "re- 
forms" that,  presumably,  would  lessen 
the  pressures  for  revolution.  The  Roman 
Catholic  archbishop  of  San  Salvador  (the 
capital),  Oscar  Romero,  opposes  the  gov- 


ernment and  says  the  church  can  en- 
dorse "the  legitimate  right  to  revolution- 
ary violence."  In  turn,  a  right-wing  leader 
goes  on  local  TV  and  says,  "Jesuit  blood 
will  flow." 

The  right  wing  has  blown  up  the 
church's  radio  station  in  the  capital  and 
murdered  left-wing  figures.  Leftist  ter- 
rorists and  gangs  have  virtually  driven 
the  police  from  the  streets  and  finance 
themselves  with  the  $72  million  they 
have  raised  from  blackmail  and  kidnap- 
ping. The  government,  trying  to  placate 
the  left,  is  trying  to  seize  large  private 
farms,  without  actual  cash  compensa- 
tion, which  will  encourage  peasants  to 
seize  more  land,  emboldening  the  Marx- 
ists and  enraging  the  right.  It  is  a  civil 
war  in  everything  except  major  pitched 
battles  between  the  opposing  armies. 
This  kind  of  civil  war  smolders  rather 
than  flames,  but  it  is  the  more  bitter  for 
not  being  in  the  open. 

Indeed,  if  El  Salvador  avoids  outright 
civil  war  and  communist  takeover  it 
may  be  because  the  Marxist  factions  are 
so  divided  that  they  may  never  get- to- 
gether on  a  plan.  What  is  certain  is  that 
their  attacks  on  factories  and  farms  are 
bringing  the  economy  to  a  standstill. 

"We're  running  to  an  economic  disas- 
ter," says  one  business  expert,  afraid  to 
allow  his  name  to  be  mentioned.  He  fig- 
ures 20  factories  have  closed  or  moved 
out  in  the  past  year  and  that  hundreds  of 
millions  of  dollars  in  capital  have  been 
sent  out.  "Last  year  we  harvested  6  mil- 
lion tons  of  sugar,  3  million  consump- 
tion, 3  million  export.  This  year  it  will  be 
3  to  4  million  production.  The  rest  was 
burned  by  terrorists,"  says  f.  Eduardo  Pa- 
lomo,  who  has  a  50-acre  coffee  planta- 
tion, manages  a  factory  and  heads  the 
private-enterprise  association  in  the  em- 
battled nation.  "The  burned  cane 
couldn't  be  cut,  and  because  it  wasn't 
cut,  it  won't  grow  next  year,  so  that  crop 
will  be  considerably  less."  Cotton  suf- 
fered, too,  but  it's  coffee  that  really  up- 
sets him.  "Your  government  offers  us 
$50  million  in  aid.  Our  government  na- 
tionalized coffee  exports.  They  balled  it 
all  up,  didn't  sell  the  coffee.  Prices  went 
down.  We've  lost  $50  million  just  in  cof- 
fee alone." 

El  Salvador  is  a  land  of  coffee,  cotton, 
sugar,  corn  and  beans,  but  industry  had 
been  growing  fast,  creating  a  hard-work- 
ing middle  and  upper  class  of  entrepre- 
neurs and  managers.  What  angers  them 
is  the  myth  that  a  tiny  oligarchy — 14 
families — runs  the  country  and  there  is 
no  interest  in  helping  the  impoverished. 
"The  problem  in  El  Salvador  is  not  that 
the  few  have  too  much — but  that  too 
many  people  have  nothing,"  says  busi- 
ness leader  Palomo. 

Says  another  businessman  in  the  cap- 
ital, fingering  a  bullet  as  he  talks,  a  load- 
ed automatic  in  his  top  desk  drawer: 
"You  call  us  the  extreme  right.  Those 
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people  are  gone.  We  have  a  social  con- 
science. We  know  we  have  to  provide  for 
the  poor  for  the  benefit  of  society.  Those 
other  people  are  in  Miami.  We'll  not  al- 
low them  to  come  back,  but  the  U.S.  just 
doesn't  see  it."  Businessmen  like  this 
planned  to  join  the  army  and  expel  the 
leftist  government,  but  the  U.S.  killed 
the  plan  by  warning  that  no  $50  million, 
and  especially  no  weapons  or  instructors, 
would  come  if  the  coup  came  off. 

"If  we  cannot  win,  then  there  will  be 
so  much  hunger  here  that  people  will 
have  to  bite  themselves  to  survive,"  says 
Palomo.  He  may  not  be  exaggerating.  In 
Washington  and  even  in  revolutionary 
Nicaragua  they  use  the  word  "Cambo- 
dia" to  describe  what  could  happen  in  El 
Salvador. 

"If  the  States  write  us  off,  we 
might  as  well  get  on  the  plane,  but 
when  we  do,  the  communists  take 
over,"  says  another  business  lead- 
er. The  Marxists  make  no  secret  of 
their  plans.  They  say  only  that 
they  need  a  bit  more  time  and 
some  better  weaponry  before 
launching  their  final  assault.  The 
middle  class  says  it  will  fight.  "We 
are  at  war  now  with  the  commu- 
nists," says  Carlos  Casterieda,  who 
owns  a  small  hotel  in  San  Salvador. 
He  is  no  oligarch;  his  wife  and 
daughter  work  there,  too.  "Their 
aim  is  to  take  over  the  govern- 
ment. There  is  no  compromise.  In 
a  war  a  lot  of  people  have  to  die." 

If  there  exists  a  sharp  difference 
with  Cuba  it  is  this:  Forewarned  by 
what  happened  on  the  Caribbean 
island,  and  unwilling  to  become 
refugees  in  the  U.S.,  many  of  the 
middle,  the  technical,  class  are  pre- 
pared to  fight — to  meet  terrorism 
with  countcrterrorism.  They  get 
little  support  from  the  U.S.  Ameri- 
cans do  not  discriminate  between 
the  utterly  corrupt  Somoza  dicta- 
torship, and  the  more  traditional 
oligarchies  that  prevail  in  El  Salva- 
dor and  Guatemala. 

What  makes  the  situation  dou- 
bly dangerous,  however,  is  that  Marxist 
takeover  may  not  come  in  one  sudden 
burst  that  will  dominate  the  headlines 
and  put  the  American  people  on  the 
alert.  More  probable  is  that  the  map  of 
Central  America  will  tint  slowly  from 
pale  pink  to  crimson  over  time. 

Says  Chamarro  of  La  Pretisa  in  Nicara- 
gua: "If  it  is  too  late  in  El  Salvador,  then 
Guatemala  is  like  a  domino.  If  El  Salva- 
dor falls,  Guatemala  goes."  But  Guate- 
mala will  be  a  tough  nut  to  crack.  The 
feeling  among  American  officials  is  that 
without  social  changes,  Guatemala  could 
be  in  trouble,  but  not  for  years.  There 
may  be  no  more  than  1,000  armed  guer- 
rillas in  the  country.  They  have  attacked 
army  patrols  and  even  assassinated  the 
army  chief  of  staff,  but  aren't  considered 


capable  of  threatening  the  state  yet. 

"El  Salvador  will  send  shock  waves. 
We  are  not  immune,"  says  Julio  Asensio, 
director  of  a  Guatemalan  business  group 
called  "Friends  of  the  Nation,"  which 
aims  at  having  some  influence  with  the 
government.  "But  we  feel  quite  confi- 
dent. We  managed  before."  With 
American  aid  a  communist-leaning  re- 
gime was  overthrown  in  1954,  and  in  the 
late  1960s  the  guerrilla  movement  was 
bloodily  suppressed. 

What  keeps  the  U.S.  from  supporting 
the  Guatemalans  in  their  fight  against 
insurgents  is  the  violent  repression  and 
what  the  U.S.  considers  a  lack  of  social 
progress.  Amnesty  International,  for  ex- 
ample, complained  that  2,000  people, 


Guate 
They 


malan  security  forces  at  the  Spanish  embassy 
were  blamed  for  trying  to  rescue  hostages. 


story:  "When  I  drove  into  the  country 
right  after  I  arrived  I  saw  a  mob  in  on< 
town.  They  had  hung  some  people  uf 
and  were  torturing  them.  It  wasn't  th< 
police;  it  was  the  people  torturing  them.' 
The  townsfolk  said  their  victims  were  a 
gang  of  robbers  and  rapists.  The  peasants 
figured  the  judge  would  be  too  frightened 
to  punish  them — that  happens  in  Guate- 
mala— so  they  were  making  sure  the 
criminals  got  their  punishment.  "In  this1 
country  if  anyone  rapes  your  daughtel 
you  put  out  the  word  that  you'll  pay 
$2,000  to  get  rid  of  the  rapist,"  says 
another  American  official. 

To  blame  all  the  violence  on  a  repres 
sive  government  oppressing  hungry,  ide 
alistic  peasants  is  to  impose  storybook 
standards  on  a  complex,  real-world 
situation.  Guatemala  is  not  New 
England.  Yet  many  Americans  and 
Europeans  tend  to  judge  the  country 
by  their  own  standards.  When  39 
died  as  police  tried  to  free  hostages; 
held  in  the  Spanish  embassy,  the 
government  was  bitterly  attacked 
around  the  world,  but  there  was  no 
criticism  for  the  armed  thugs  whoi 
seized  the  embassy.  They  actually 
fired  first  on  the  police — and  possi-' 
bly  on  the  hostages,  too — and  set 
the  fire  that  killed  the  39.  Of  course, 
the  right-wing  terror  is  real,  too. 
One  respected  Guatemalan  admits 
that  if  he  said  that  Cuban  methods 
of  attacking  illiteracy  seemed  to 
work,  "I  would  be  labeled  a  commu- 
nist." Being  labeled  a  communist  in 
that  setting  may  mean  being 
marked  for  assassination. 

Still,  right-wing  Guatemalans 
complain  they  are  singled  out  for 
human  rights  violations  because 
they  are  unimportant,  and  if  oil 
comes  in  much  will  be  forgiven. 
Indeed,  oil  has  been  discovered.  To- 
day 5,500  barrels  a  day  are  being 
pumped  by  Basic  Resources  Inter- 
national, but  the  company,  in 
which  English  businessman  Sir 
James  Goldsmith  is  a  major  share- 
holder, has  built  a  60,000-barrel-a 


mainly  leftists,  were  murdered  in  the 
past  18  months.  Many  insist  this  is  an 
exaggeration.  The  U.S.  government  says 
that  political  murders  are  running  at  20  a 
month,  but  are  on  the  decline.  "It's  bad, 
but  not  as  bad  as  pictured,  and  it's  not 
always  the  government's  fault,"  says  a 
Guatemalan  labor  expert.  "You  have  in- 
stitutionalized violence  here  for  40  to  50 
years,  established  gangs  of  killers.  The 
judges  are  afraid  to  convict  them." 

Guatemalans  point  out  that  New  York 
City's  subways  are  dangerous,  too.  But 
there  is  a  strain  of  violence  in  this  Latin 
society.  One  recent  day  a  striker  was 
killed,  but  four  also  died  in  a  fight  after  a 
soccer  match.  Farmers  carry  machetes  as 
Americans  carry  pocketknives.  An 
American  agricultural  expert  tells  the 


day  pipeline  to  the  coast,  giving  an  idea  of 
minimum  expectations.  Texaco,  Amoco, 
Ashland,  Getty  and  Hispanoil  are  also 
hunting  for  Guatemalan  fields,  which 
possibly  are  an  extension  of  Mexican  oil 
discoveries. 

The  failure  in  social  progress  is,  to 
some  extent,  the  result  of  Guatemala's 
unusual  heritage.  Some  40%  of  the  popu- 
lation is  Indian,  and  many  do  not  even 
speak  Spanish  but  use  one  of  the  17  Indi- 
an dialects.  They  grow  corn  and  beans, 
and,  other  Guatemalans  insist,  want  to 
be  left  alone. 

While  per-capita  income  in  the  coun- 
try is  about  $1,000,  there  is  an  enormous 
split:  It  is  much  higher  in  the  modem 
capital  and  no  more  than  a  few  hundred 
dollars  a  year  in  the  country.  This  de- 
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LOOK  WHO* 
AMERICAS 
THIRD  LARGEST 
TELEPHONE 

SYSTEM. 
AND  MORE, 


M 


.ost  people  know  us 
as  America's  third  largest 
telephone  system,  United 
Telephone.  But  today  we're 
more  than  that.  Far  more. 

Because  as  fast  as  our  telephone  business 
is  growing,  we've  grown  even  faster  in  our 
other  companies,  United  Communications 
Systems  and  United  Information  Systems. 

In  fact,  our  revenues  jumped  from 
$650  million  in  1972  to  over  1.7  billion  in  1979. 

lb  tell  you  our  exciting  growth  story  in 
more  detail,  we'd  like  to  send  you  our  annual 
report. 

Send  us  the  coupon  today,  because  United 
Telecom  has  a  lot  more  for  you  to  look  at. 

New  York  Stock  Exchange  symbol:  UT. 
Newspaper  listing:  UniTel. 

An  affirmative  action  employer. 


Mail  to: 

D.  E  Forsythe, 

United  Telecommunications,  Inc. 
Box  11315,  Kansas  City,  Missouri  64112 

Please  send  me  a  copy  of  your  latest 
annual  report. 


Name_ 
Address 

City  

State  . 


Zip 


Company 
Title  _ 


-  United 
Telecom 
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United  Telecommunications,  Inc 
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America's  third  largest  telephone  system.  And  more 


NOBODY  COULD  UNDEi 

LIKE  PEOPLE  It 

WE  LIS 

Every  business  has  a  language  of  its  own. 
Its  own  technical  problems.  Parameters.  Benchmarks. 
"No  Trespassing'  signs.  Ground  that's  already  been  plowed  and 


Over  450  pet  )pk  i  Over  300  experts  from      More  than  120  men  and  100  '  'Listeners ' '  with  And  many  more 

backgrounds  in  various       the  fields  of  State  and        women  who  have  come  extensive  experience  in  specialists  for 

areas  of  Manufacturing.     Local  Government.  from  the  Airlines  the  sophisticated  area  other  industnes. 

business.  of  Energy. 


Sperry  Unn  ac  is  a  division  of  Sperry  Corporation 


Sperm  Vnwac  is  a  registered  trademark  of  Sperry  Corporaa 


TOLD  US 

STAND  YOUR  BUSINESS 
TOUR  BUSINESS... 

TENED. 

reas  ripe  for  cultivation.  Things  it  would  take  an  outsider  months, 
not 'years,  to  catch  up  with. 

"People  in  all  kinds  of  businesses  have  been  saying  this 
yr  years. 

Sperry  Univac  listened. 

We  hired  dozens  of  top  professionals  from  the  fields  of 
manufacturing  state  and  local  government,  airlines,  energy 
nd  many  other  industries,  so  that  when  you  call  us  with  a  prob- 
im,  you  11  find  a  knowledgeable  as  well  as  sympathetic  ear  on 
le  other  end  of  the  conversation.  Start-up  time  is  minimized. 
Tie  likelihood  of  a  fast  solution  is  maximized. 

We  probably  dont  have  to  tell  you  that  for  the  past  30  years, 
perry  Univac  computer  hardware 
nd  software  have  been  setting 
jorld  standards  for  quality.  What  we 
jould  like  to  tell  you  is  that  we  have 
\e  best  "listeners"  in  the  world,  to 
ut  this  technical  excellence  to  work 
yr  you.  We  hope  you  re  listening. 


 ,  .*| 

We  have  some  people  working  for  us  whom  you'd  like  to  have  working  for 
you.  To  prove  it,  simply  send  us  this  coupon,  and  we'll  send  you  a  free 
brochure  on  what  they  have  to  say  about  your  business.  For  other  indus- 
tries,  we  have  a  Genera/  Capabilities  brochure.  Please  check  the  bro- 
chure you  want,  and  mail  this  coupon  to:  Sperry  Univac,  Dept.  100, 
P.O.  Box 500,  Blue  Bell,  Pa.  19424. 

 Manufacturing   Airlines   Other  (specify)  

 State  or  Local  Government   Energy 

Name  

Title  

Company  

S  treet  


City  State  Zip  

Phone  #  FB-l 

I  -  


SPE  RW^U  N I  VAC 

The  computer  people  who  listen. 


prived  segment  of  the  nation  is  not  sim- 
ply culturally  isolated;  the  rough,  moun- 
tainous country  in  the  midlands  and  the 
jungles  of  the  lowlands  make  them  hard 
to  reach.  There  is  no  magic  wand  that 
anyone  can  wave  to  turn  these  poor, 
backward  Indians  overnight  into  modern 
city-dwellers.  But  while  Marxists  are 
masters  at  talking  quick  and  easy  solu- 
tions, the  real  need  is  for  economic 
progress,  and  radical  social  change  is  usu- 
ally inimical  to  economic  progress  rather 
than  helpful  toward  it. 

"We  have  to  create  60,000  jobs  a  year 
just  to  keep  up,"  says  Juan  Maegli,  a 
proud,  powerful  Guatemalan  business- 
man. "We  have  done  extraordinarily  well 
economically  despite  the  insurgency. 
Guatemala  will  solve  its  problems, 
but  in  its  own  way  and  in  its  own 
time.  If  you  don't  know  enough 
about  us,  it  is  very  difficult  for  your 
well-meaning  citizens  to  guide  us, 
and  sometimes  they  push  in  the 
wrong  direction." 

"Guatemala  tries  to  do  things 
right,  but  things  don't  seem  to 
come  together,"  says  an  American 
official.  "They  have  the  highest  il- 
literacy rate  around,  so  they  send 
out  teachers.  But  the  teachers  are 
enormously  underpaid,  don't  like 
being  stuck  in  the  sticks  and  bug 
out  early.  So  the  kids  get  three 
days'  teaching  a  week — in  Spanish, 
when  60%  speak  the  dialects,  and 
their  parents  want  them  home 
anyway." 

A  teacher  in  a  small-town  school 
says,  "We  have  50  to  60  in  a  class 
and  many  of  them  don't  under- 
stand Spanish." 

To  date,  Guatemala  isn't  acting 
like  a  domino  ready  to  follow  Nica- 
ragua   into    incipient  Marxism. 
There  has  been  some  capital  flight, 
but  businessmen  put  that  mostly  to 
higher  interest  rates  available  in  the 
U.S.  Some  expansion  has  slowed: 
Goodyear  cancelled  a  plant  because 
of  the  troubles.  However,  the  appre- 
hension is  almost  tangible.  An  ac- 
countant, a  woman  working  for  an  oil 
company,  making  $700  a  month,  says:  "If 
it  gets  worse,  I  go.  I  can't  live  like  this." 
An  American  says  that  everyone  in  his 
church  group  is  buying  some  property  in 
Florida — just  in  case.  These  are  incidents, 
not  a  trend.  The  economy  is  still  strong 
and  growing,  and  the  business  communi- 
ty is  seeking  an  active  role  in  politics. 

In  the  midst  of  all  this  turmoil,  the 
U.S.  is  playing  an  ambiguous  role,  one 
that  confuses  our  potential  friends  and 
encourages  our  enemies. 

The  left  regards  the  U.S.  as  its  sworn 
enemy,  the  center  hardly  exists,  the  right 
no  longer  trusts  us.  Businessman  Maegli 
says  bitterly:  "My  wife  was  one  of  the 
first  kidnap  victims — they  fired  1 1  shots 
and  a  hand  grenade  at  her.  My  wife  and 


four  kids  escaped.  But  we  never  left  our 
country,  not  for  a  single  day.  We  have  a 
good  conscience  and  are  willing  to  fight. 
But  don't  you  do  to  us  what  you  did  to 
Nicaragua.  You  know  what  you  can  do 
for  us?  Leave  us  alone." 

What  influence  the  U.S.  still  has  seems 
vestigial.  A  right-winger  on  TV  in  San 
Salvador  says,  "When  the  time  is  right 
the  U.S.  will  come  and  take  us  out  of  the 
great  communist  misery."  In  Nicaragua, 
another  says,  "Each  day  they  [the  San- 
dinistas) wake  up  surprised  they  aren't 
being  destabilized  by  the  United  States." 
But  talk  to  policymakers  in  Washington 
and  you  get  no  sense  that  this  kind  of 
hope  and  trust  is  anything  but  misplaced. 

Says  Roger  W.  Fontaine,  director  of 


.4//  Indian  family  in  rural  Guatemala 
Poverty,  illiteracy  .fecundity . 

Latin  American  Studies  at  the  Center  for 
Strategic  Studies  at  Georgetown  Univer- 
sity: "Central  America  is  the  last  place 
in  the  world  that  still  believes  in  the 
Marines.  Until  the  day  the  Reds  march 
in,  people  will  think  that  the  U.S.  has  a 
plan.  For  gosh  sakes,  don't  tell  them 
there  are  no  more  Marines  coming." 
Fontaine  is  convinced  that  a  political 
disaster  for  the  U.S.  is  building  in  Cen- 
tral America. 

Yet  an  effective  lobby  is  working  hard  in 
Washington  to  undermine  U.S.  support 
for  such  anti-Marxists  on  the  ground  that 
they  are  too  repressive.  "It  is  in  the  U.S. 
interest  to  learn  how  to  deal  with  revolu- 
tionary regimes,"  insists  the  Washington 
Office  on  Latin  America  (WOLA),  backed 
by  26  religious  organizations,  and  the  best 


known  of  such  lobbying  groups.  The  Insti- 
tute for  Policy  Studies,  a  leftist  think  tank 
working  with  WOLA  and  Amnesty  Inter- 
national, says,  "We  are  opposed  to  U.S. 
military  involvement  with  countries  who 
use  U.S. -supplied  weapons  against  their 
own  people. "  Unfortunately,  these  groups 
haven't  been  able  to  get  that  message 
across  to  Cuba — which  has  supplied  arms 
and  training  to  the  revolutionaries — or 
been  able  to  convince  the  rebels  to  give  up 
kidnappings  and  embassy  seizures. 

Newest  of  the  U.S.  pro-left  pressure 
groups  is  the  Nicaraguan  Network — more 
formally,  the  National  Network  in  Soli- 
darity with  the  Nicaraguan  People — set 
up  by  an  Episcopalian  priest,  with  50 
chapters  around  the  country,  raising 
money  for  things  like  education 
and  health  in  the  Sandinista  state, 
and  working  to  keep  the  informa- 
tion flow  favorable.  A  handful  of 
politicians  are  important,  too,  in 
keeping  up  U.S.  pressure  against 
military  or  "repressive"  regimes. 
These  include  Representative  Fa- 
ther Robert  Drinan  (D-Mass.),  Rep- 
resentative Tom  Harkin  (D-Iowa), 
Representative  Toby  Moffett 
(D-Conn.)  and  Senator  Edward 
Zorinsky  (D-Neb.).  The  right  wing, 
too,  has  its  friends,  but  the  left 
probably  has  been  more  effective  in 
influencing  U.S.  policy.  One 
American  ambassador  in  Central 
America:  "In  some  ways  they  [the 
pro-left  pressure  groups]  are  right  in 
criticizing  these  governments,  but  I 
can't  help  thinking  that  if  there  was 
a  leftist  government  here  there 
would  be  a  lot  less  criticism."  An 
AFL-CIO  man  working  in  the  area 
says  in  disgust,  "They  don't  know 
what  they're  doing.  They  think 
they  are  supporting  democratic 
groups.  They  aren't." 

In  El  Salvador  the  man  playing 
with  the  bullet  as  he  talked  said: 
"In  the  States  you  learn  you  are 
innocent  until  proven  guilty.  You 
watch  Perry  Mason  on  TV,  there 
are  trials  where  the  guy  is  guilty  as 
but  he's  innocent  until  proven 
guilty.  You  give  the  benefit  of  doubt  to 
everyone.  You  think  the  Russians  are 
innocent  until  proven  guilty — and  then 
it's  too  late." 

He  goes  on,  almost  angrily:  "There  are 
people  here,  willing  to  fight.  We  have  a 
chance  of  winning  this  thing.  But  the 
U.S.  is  the  leader.  Either  you  are  the 
leader — or  you  are  nothing." 

When  a  visitor  hears  this,  two  things 
echo  in  his  mind:  Washington  policy- 
makers making  it  clear  that,  in  effect,  we 
have  no  policy  for  Central  America,  ex- 
cept to  hope  that  everything  will  work 
out  fairly  well;  and  a  Guatemalan  gener- 
al's advice  to  an  American  about  the 
bloodshed  that  lies  ahead  for  his  country: 
"Look  the  other  way,  or  get  out!"  ■ 
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Where  do  high-f  lying  hawks,  golden  bears  and 
your  fathers  mustache  get  insurance? 


The  answer  is  Prudential,  a  leader 
in  group  insurance.  Prudential 
is  the  answer  for  the  high-flying 
Atlanta  Hawks— and  all  of  the  other 
teams  of  the  National  Basketball 
Association.  It's  the  answer  for  the 
employees  of  the  University  Of 
California— home  of  the  Golden 
Bears.  And  it's  also  the  answer  for 
the  "Your  Fathers  Mustache"  family 
hairstyling  centers. 

In  fact,  from  1974  through 
1978,  over  50%  of  all  the  Fortune 
500  companies  that  moved  their 
group  life  accounts  moved  them  to 
Prudential,  Why  Prudential  and  not 

The  Prudential  Insurance  Comnanv  of  America 


any  of  the  other  350  companies 
that  probably  would  have  loved  to 
get  this  business? 

Perhaps  it's  because  since  1916, 
when  Prudential  began  writing 
group  life  insurance  (and  group 
health  in  the  1940's);  we've  been 
coming  up  with  innovative  answers 
to  the  constantly  changing  insur- 
ance problems  of  such  leading 
corporations  as  Alcoa,  General 
Mills,  IBM,  and  Xerox.  We've  pio- 
neered in  the  development  of 
many  new  forms  of  group  cover-  I 
age,  such  as  major  medical,  HMO's 
(Health  Maintenance  Organiza- 


tions), Group  Dental  Care,  Group 
Vision  Care  and  Group  Legal 
Coverage,  These  and  other  cover- 
ages designed  by  Prudential  and  its 
subsidiaries  provide  more  benefits 
at  low  cost. 

For  more  information,  call  your 
local  Prudential  Group  Insurance 
Office  or  Jim  Baratte,  Vice  President, 
Group  Insurance  Dept.,  Prudential 
Plaza,  Newark,  N.J.  07101. 
(201)877-7390. 


m  Prudential 


FIGHT  BACK  AGAINST  RISING  GAS  COSTS. 


SCOUT  INTRODUCES  THE 
CHARGED  DIESELWITH  A 


If  you  ever  needed  an  alterna- 
tive to  ordinary  cars,  you  need 
it  now.  International  Scout  is  the 
alternative.  With  the  longest  engine 
and  rust  warranty  package  in 
the  industry.  More  cargo  space 
than  most  wagons,  but  less  overall 
length  than  some  compacts. 
And  now,  the  power  of  an  optional 
turbocharged  diesel  engine. 

The  new  International  Scout 
Turbo-Diesel  engine  gives  you  all 
the  economy  and  dependability  of  a 
diesel  with  startling  acceleration. 
Power  to  pass.  Extra  power  when 
you  want  it . . .  and  need  it  most. 

Only  one  other  non-commer- 
cial passenger  vehicle  in  America 
offers  a  turbocharged  diesel 
engine.  The  Mercedes-Benz  300SD. 
However,  our  diesel  is  warranted 
for  100,000  miles.  The  Mercedes  is 
only  warranted  for  24,000  miles. 
(More  about  our  100,000  mile 
warranty  later.) 

What  makes  our 
Turbo -Diesel  quick. 

Turbocharging  is  a  recycling 
system  that  helps  an  engine 
squeeze  more  power  out  of  every 
ounce  of  fuel.  When  you  accelerate 
with  our  new  Scout  Turbo-Diesel, 
extra  air  is  forced  into  your  engine, 
giving  you  the  characteristic 
turbocharged  "kick."  It's  a  feeling 
no  ordinary  car  engine 
can  match. 


SD  33T  by  Nissan. 


What  makes  a  diesel 
so  practical. 

Back  in  1976,  when  we  intro- 
duced America's  first  non-commer- 
cial passenger  diesel,  we  knew  we 
had  a  good  thing.  Diesel  engines 
never  need  costly  tune-ups, 
because  they  have  no 
spark  plugs  or 
distributor 
points.  Diesel 
dependability  is 
unsurpassed.  Many 
International 
Harvester  truck 
engines  get  250,000 
miles  or  more.  Diesel 
engines  give  you 
exceptional  low  speed 
torque  to  ease  the  strain 
of  long  turnpike  grades. 
Add  turbocharging  and 
you  get  the  best  mileage 
of  any  American  4- wheeler. 


economical  196  cubic-inch,  four 
cylinder  to  our  hard-working, 
hard-playing  304  cubic-inch  and 
345  cubic-inch  V-8's. 


Scout  Turbo-Diesel  fuel  economy 


(22)  E  24 


EST 

HWY 

MPG 


Remember,  use  estimated  mpg  for  comparison  only. 
Mileage  vanes  with  speed,  weather,  tnp  length  ana  your  use 
of  4WD.  Actual  highway  mileage  will  probably  be  less. 


The  warranty  that  separates 
our  Turbo -Diesel  from  the 
Mercedes  300SD. 

There's  a  promise  that 
separates  the  Scout  Turbo - 
Diesel  not  only  from  the 
Mercedes  300SD,but 
from  every  other  car 
engine  in  the  world.  Our 
exclusive  100,000  mile 
engine  warranty. 
During  the  first  100,000 
miles,  or  5  years 
(whichever  comes  first), 
International K  Scout 
will  repair  or  replace 
without  charge  for  parts 
or  labor  any  part  of  the 
engine  block  and  all 
internally-lubricated 
engine  components  which 
are  defective*  Every  Scout 
engine  is  a  100,000  mile 
engine.  From  our  gutsy,  but 


The  anti- 
corrosion  warranty 
that  separates  Scout  from 
ordinary  cars. 

Scout  gives  you  five  years 
with  no-rust-through.  Clean  and 
simple.  It's  a  rust  protection  plan 
no  car  can  beat. 

Our  exclusive  4-step  rust- 
protection  process  lets  us  make 
this  promise.  During  the  first 
100,000  miles,  or  5  years 
(whichever  comes  first  j,Inter- 
national  Scout  will  repair  or 
replace  any  vehicle  body 
component  which  suffers 
"perforation  "due  to  corrosion 
without  charge  for  parts 
or  labor.* 

Why  we 

overbuild  Scout 

It  has  always  been  our 
philosophy  to  "overbuild" 
Scout.  To  use  stronger 
materials  and  longer 
lasting  systems  than 
ordinary  cars. 


•Warranties  are  non-transferable,  and 
assume  customer^  proper  care  and 
maintenance.  See  your  dealer  for  details. 


WORLD'S  FIRST  TURBO- 
00,000  MILE  WARRANTY 


That's  why  when  we  say  every 
:  of  our  1980  engines  will  last 
,000  miles,  we're  sure  about  it. 
:ause  every  one  of  our  1980 
fines  is  built  to  last  far  longer 
n  that.  Just  ask  Larry  VanPelt. 
s  been  "overbuilding"  Scout 
fines  for  20  years. 

ality  and  security  go 
tid-in-hand. 

Our  built-in  quality  will  give 
[  a  sense  of  well-being  you  may 
er  experience  in  an  ordinary 
.  It's  a  secure  feeling  of  sitting 
.  vehicle  that  surrounds  you  with 
tective  steel. 

In  a  Scout  you  sit  higher  than 
ar.  A  vantage  point  that  lets  you 


Larry  VanPelt  has  "overbuilt" 
more  than  150,000  Scout  engines 


see  the  road  ahead 
more  clearly  and 
avoid  trouble 
more  easily. 
Then  there's 
our  selective 
4-wheel  drive. 
It  gives  you 
the  option  of 
easily  shifting  from  economical 
2-wheel  drive  to  4-wheel  drive,  for 
extra  stability  and  traction  when 
the  road  or  the  weather  looks  rough. 

How  to  fight  back. 

Your  International  Scout  dealer 
has  just  what  you  need  to  fight  back 
against  the  compromise  of  ordinary 
cars.  The  versatile  Scout  II*  and 


bigger,  roomier  Scout  Traveler.® 

Before  you  even  consider 
buying  an  ordinary  car,  test  drive 
a  1980  Scout.  It's  as  easy  as  dialing 
800-IH-SCOUT  for  your  local 
Scout  dealer. 


Dial 
Toll-Free 


800-IH-SCOUT 

Illinois  Residents  800-322-0821 


INTERNATIONAL  HARVESTER 


FIGHT  BWCK  WITH  SCOUT 

Anything  less  is  just  a  car. 


New  banks  are  popping  up  in  Panama  City 
like  weeds,  bringing  with  them  offshore  funds, 
new  jobs  and  the  hope  for  political  stability. 


The  domino 
least  likely 
to  fall 


Latin  America  tomorrow  that  will  out- 
strip the  growth  in  the  Pacific  basin;  but 
in  the  1980s  that  growth  could  be  close 
to  Asia's,  and  in  the  1990s  Latin  Amer- 
ica could  have  the  edge."  And  he  may 
well  prove  to  be  right. 

The  reason  that  the  biggest  names  in 
banking  are  choosing  to  dabble  in  Latin 
America  from  bases,  or  at  least  branches, 
in  Panama  is  as  straightforward  as  basic 
accounting.  Offshore  currency  move- 
ments into  and  out  of  Panama  are  unreg- 
ulated, deposits  are  not  taxed,  there  are 
no  reserve  requirements  on  foreign  oper- 
ations, and  the  government  gives  the 
banks  free  rein  as  long  as  90%  of  their 
employees  (which  totaled  some  6,000  in 
1979)  are  Panamanian.  What's  more,  un- 
like other  offshore  banking  centers  such 
as  the  Bahamas  or  the  Cayman  Islands, 
Panama  is  Latin  American,  and  there- 
fore shares  the  language  and  culture  of 
the  neighboring  countries  with  which  it 
does  business. 

A  good  80%  of  the  banking  activity  in 
Panama  is  commercial  banking  catering 
to  corporate  needs.  Part  of  that  business 
is  related  to  import-export  traffic,  letters 
of  credit,  acceptances  and  similar  trans- 
actions. But  the  banks  also  use  Panama 
as  a  "booking  unit"  for  the  transfer  of 
Eurodollars  into  Panama  for  loans  ema- 
nating from  other  Latin  American  coun- 
tries. In  1979  Latin  America's  six  major 
borrowers— Argentina,  Brazil,  Chile, 
Mexico,  Peru  and  Venezuela — raised 
some  $24  billion  in  syndicated  credits,  or 
almost  one-third  of  all  such  credits  an- 
nounced for  1979.  Panama  may  still  lag 
behind  money  centers  like  New  York 
and  London  in  facilitating  these  deals, 
but  the  country's  banks  had  nevertheless 
chalked  up  a  total  of  $14  billion  in  for- 
eign loans  as  of  June  30,  1979. 

Offshore  dollar  deposits  are  the  prime 
source  of  funds  for  the  banks  in  Panama. 
Brazil  and  Argentina  now  rank  among 
the  world's  top  ten  foreign  exchange 
holders,  thanks  primarily  to  heavy  bor- 
rowing on  the  international  capital  mar- 


By  Michael  Kolbenschlag 

Dolph  F.  Stieber,  vice  president 
and  area  general  manager  of  Bank 
of  America's  Andean  area  office, 
likes  to  show  off  the  panoramic  view 
from  his  penthouse  office  in  Panama 
City.  The  epitome  of  bankerly  fashion  in 
his  dark-gray  pin-striped  suit  set  off  by 
light  gray  hair,  the  53-year-old  Stieber 
draws  back  the  linen  drapes  that  cover 
more  than  half  the  perimeter  of  his  spa- 
cious office. 

The  view  is  nothing  if  not  spectacular. 
From  21  floors  up,  the  Bay  of  Panama 
only  one  mile  away  is  clearly  visible  with 
its  gaggle  of  ships  riding  at  anchor  while 
waiting  to  enter  the  Panama  Canal.  But 
Stieber,  a  naturalized  American  who 
came  to  Panama  three  years  ago  after 
banking  stints  in  Europe  and  the  Far 
East,  isn't  looking  at  the  sea.  His  gaze  is 
focused  on  the  dozens  of  sprouting 
towers  of  new  banks  that  are  steadily 
making  Panama  City  look  less  like  a 
tropical  seaport  and  more  like  the  Gold 
Coast  stretches  of  San  Francisco,  Chica- 
go and  other  major  U.S.  cities. 

The  names  are  all  there.  On  one  corner 
is  located  Chase  Manhattan,  on  another 
Merrill  Lynch  International.  Down  the 
block  Citibank,  First  National  of  Boston, 
London's  Standard  Chartered,  Toronto 
Dominion  and,  of  course,  the  library-like 
edifice  of  the  Bank  of  Tokyo.  All  told, 
Stieber  counts  up  93  banks  now  operat- 
ing in  Panama  with  total  assets  there  of 
over  $35  billion.  Less  than  ten  years  ago 
there  were  only  20,  with  a  modest  asset 
base  of  $665  million.  Today,  with  total 
assets  growing  at  an  average  rate  of  45% 
per  year,  Stieber  can  count  on  lunching 
at  least  once  a  month  at  the  Union  Club 
in  Panama  City  to  welcome  a  new  bank 
to  Panama. 

"The  banks  all  went  into  Asia  from 
1950  to  1970,"  says  Stieber,  steepling  his 
fingers  in  a  thoughtful  pose.  "But  today 
the  big  rush  is  on  for  Latin  America.  I'm 
not  saying  we're  going  to  have  growth  in 


kets.  That  borrowing  has  often  been  in 
excess  of  the  countries'  immediate 
needs,  and  the  funds  are  being  sent  to 
places  like  Panama  for  "parking"  or  re- 
routing for  deposit  in  other  markets.  For- 
eign deposits  in  Panama  amounted  to  a 
total  of  nearly  $30  billion  at  the  begin- 
ning of  1980. 

That  kind  of  activity  has  produced 
business  for  Stieber  and  his  Andean-area 
office  right  in  step  with  BofA's  bristling 
overall  Latin  American  performance  that 
showed  a  25%  increase  in  loan  volume 
and  a  50%  increase  in  profits  for  1979. 
By  comparison,  BofA's  overall  world- 
wide loan  growth  was  only  16%  and  its 
profits  growth  20.5%. 

The  influx  of  banks  and  their  execu- 
tives into  Panama  in  the  last  two  years 
has  sparked  a  boomlet  of  residential  con- 
struction aimed  at  providing  fancy  hous- 
ing for  foreign  executives  at  fancy  prices 
of  up  to  $2,000  per  month  in  rent.  The 
average  three-bedroom  apartment  in 
Panama  City  now  rents  for  about  $1,500 
per  month.  "The  prices  in  Panama  are 
equal  to  either  the  U.S.  or  Europe,"  la- 
ments one  junior-level  manager  for  the 
Bank  of  London  &  South  America. 

The  lavish  dwellings  now  under  con- 
struction for  the  international  communi- 
ty stand  in  harsh  contrast  to  the  overall 
Panamanian  economy,  which  is  strug- 
gling with  a  public  debt  of  nearly  $3 
billion  and  an  unemployment  rate  esti- 
mated at  20%.  If  Stieber  cares  to  look 
hard  he  can  also  see  the  casas  brujas 
(overnight  houses)  of  "Hollywood,"  a 
corrugated-metal-and-cardboard  slum 
city  where  some  10,000  Panamanians 
live  with  outdoor  plumbing  and  soul- 
shattering  poverty.  Such  inequities  have 
provoked  speculation  that  the  left-wing 
government  of  junta  leader  General 
Omar  Torrijos  and  President  Aristides 
Royo  will  soon  be  in  for  the  kind  of 
trouble  all  too  frequent  elsewhere  in  Cen- 
tral America  (see  p.  41). 

But  more  people  believe  that  the  arri- 
val of  the  banks  and  their  dollars,  plus 
the  new  Canal  Treaty  under  which  Pana- 
ma is  gradually  displacing  U.S,  influence, 
will  turn  out  to  be  the  economic  salva^ 
tion  of  Panama.  "I'm  optimistic,"  says 
G.  William  Haviland,  operations  man- 
ager of  Sears,  Roebuck  Central  America 
headquarters  in  Panama  City.  "Compa- 
nies here  have  recently  negotiated  all 
their  new  wage  contracts  without  diffi- 
culty, and  the  general  strike  last  month 
was  a  big  failure.  Compared  with  places 
like  El  Salvador  and  Guatemala,  Panama 
is  an  island  of  tranquility." 

Apparently,  many  Panamanians  share 
Haviland's  optimism.  The  day  before  the 
week-long  carnival,  the  government  an- 
nounced food  price  increases  of  25%  to 
50%,  with  astonishingly  little  in  the  way 
of  visible  protest.  Panamanians  seem  to 
have  accepted  higher  inflation  as  one 
condition  of  a  developing  economy.  ■ 
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No  airline  gets 
you  through  the  airport 

faster  thanTWA. 


At  TWA  we're  working  hard  to  make  flying 
easier  for  you.  TWA  was  the  first  airline  with  a 
fully  automated  check-in  system  to  whisk  you 
through  the  airport,  keeping  you  out  of  lines, 
and  putting  you  into  the  type  of  seat  you  want. 
We  call  this  program  "Airport  Express" SM— and 
it's  available  at  every  TWA  airport 
location  throughout  the  U.S. 

Round-Trip  Check  ing  A  TWA 
invention. 

At  TWA,  when  you  check  in 
for  your  flight,  you  can  get  not 
just  one  but  two  boarding  passes 
—  one  for  your  flight  out,  and  one 
for  your  return  flight.  That  way 
you  can  eliminate  standing  in  a  check-in  line  on 
your  way  back.  TWA's  Round-Trip  Check-In  is 


the  only  proven  system  of  its  kind,  designed  to 
get  you  through  the  airport  faster. 

Connection  Check-In. 

TWA  has  eliminated  waiting  in  line  for 
connecting  flights  as  well.  With  our  Connection 
Check-In  you  only  check  in  once,  at  the 
beginning  of  your  trip.  At  that  time  you  can  get 
your  boarding  passes  and  seat  assignments  for 
all  TWA  connecting  flights,  as  well  as  your  return 
TWA  flight. 

Advance  Seat  Selection. 

TWAs  Advance  Seat  Selection  lets  you 
choose  your  seat  when  you  choose  your  flight. 
On  any  TWA  flight  you  can  request  a 
window  seat,  an  aisle  seat,  or  even 
a  group  of  seats  together. 


You're  going  to  like  us 


THIS  MAN  KNOWS 
THINGS  ABOUT  OUR  BUSINESS 
EVEN  YOUR  BROKER 
DOESN'T  KNOW. 


Your  average  broker  knows 
NL  Industries  as  a  strong  specialty 
chemicals  and  fabricated  metals 
company.  And  he's  right. 

But  your  average  oilfield 
roughneck  knows  that  NL  is  much 
more  because  NL  provides  serv- 
ices and  equipment  he  depends 
on  for  his  job— and  sometimes 
for  his  life. 

Let  us  bring  you  up  to  date 
about  this  somewhat  misunder- 
stood company  with  sales  ap- 
proaching $2  billion. 

NL's  Baroid  division,  started 
over  50  years  ago,  is  now  one 
of  the  world's  leading  suppliers 
of  drilling  fluids  and  services. 

More  recently  NL  has  be- 
come a  Who's  Who  of  petroleum 
related  operations— Acme  Tool, 


Atlas  Bradford,  McCullough, 
Rucker,  Shaffer,  Hycalog,  and 
more.  Hardly  household  names 
to  many  professional  investors, 
but  well-known  to  the  men  re- 
sponsible for  spending  billions 
of  dollars  on  technical  services 
and  equipment.  This  includes 
everything  from  blowout  pre- 
venters and  subsea  production 
systems  to  drilling  fluids. 

In  just  four  years,  sales  and 
earnings  of  NL  Petroleum  Services 
have  doubled.  A  major  reason 
why  NL  Industries'  net  income  rose 
over  25%  in  both  1978  and  1979. 

But  most  important,  NL  is  now 
a  worldwide  force  in  the  vital 
petroleum  service  industry.  Even 
if  the  news  hasn't  reached  every 
part  of  Wall  Street. 


N  Industries 

1230  Avenue  of  the  Americas,  New  York,  New  York  10020 


People  have  laughed  at  Eliot  Janeivay  for 
years,  but  the  chaos  he  predicted  has  finally 
arrived.  Is  he  exceptionally  farsighted?  Or  like 
a  stopped  clock  that  is  right  twice  a  day? 


Right  yes, 
omniscient  no 


The  Money  Men 


Everyone  loves  to  pick  on  Eliot 
Janeway — including  Forbes — and  no 
wonder.  He  does  make  a  lovely  target.  His 
repeated  predictions  of  market  crashes 
that  failed  to  materialize  have  made  him 
an  item  of  scorn  on  Wall  Street.  His 
persistent  doom-and-gloom  pronounce- 
ments have  earned  him  the  nickname 
"Calamity  Janeway."  His  incessant  self- 
promotion  and  name-dropping  are  so  an- 
noying that  an  interviewer  can't  help  but 
suspect  he's  told  a  secretary  to  ring  him 
every  few  minutes  so  he  can  pretend 
powerful  politicians  are  calling  him. 

With  all  of  this  said,  however,  the  fact 
is  that  during  the  past  two  chaos-filled 
years,  you  could  have  done  a  lot  worse 
than  listen  to  Janeway's  predictions.  Or 
put  another  way,  you  couldn't  have  done 
much  worse  than  listen  to  his  detractors 


who  said  that  gold  was  overpriced  and 
you  couldn't  miss  with  high-yield  bonds 
at  8%  or  9%.  Reading  two  years  of 
Janeway's  $200-annual-fee  newsletter 
shows  him  to  be  far  less  than  the  omni- 
scient seer  his  current  advertisements 
proclaim  him  to  be — he  was  overly  opti- 
mistic about  General  Public  Utilities  and 
Chrysler,  he  missed  the  silver  boom  and 
he  advised  selling  major  international  oil 
company  stocks  in  January  1979  just  be- 
fore they  took  off.  Still,  he's  done  a  lot 
better  than  most  of  his  critics.  To  his 
credit,  three  years  ago  Janeway  advised 
selling  most  U.S.  stocks  and  buying 
South  African  gold  issues.  He  recognized 
very  early  that  the  Carter  Administra- 
tion was  beyond  redemption  when  it 
came  to  the  economy.  And  he  predicted 
a  crash  in  the  bond  market,  with  outra- 


geously high  short-term  interest  rates. 

To  find  out  what  Janeway  thinks  of 
the  world  these  days,  Forbes  ventured  to 
his  elegant  East  Side  town  house. 
Janeway,  sitting  in  his  library,  was  low- 
key  and  rational,  a  contrast  to  the  public 
Janeway,  given  to  theatrics  and  baiting. 
He  did,  however,  skip  from  topic  to  top- 
ic— "I  like  smorgasbord,"  he  said,  "a  bit 
of  herring  and  a  bit  of  shrimp."  Among 
the  dishes  he  doesn't  favor  is  oil.  "Our 
thinking  is  to  get  out  of  the  oil-patch 
stocks,"  he  said.  "The  price  of  oil  is 
going  to  crash."  That's  an  upbeat  predic- 
tion if  there  ever  was  one — this  country 
could  certainly  use  a  nice  drop  in  petro- 
leum prices.  Despite  predicting  the  oil 
drop,  though,  Janeway  is  still  gloomy 
about  the  American  economy — more  so 
than  ever,  it  seems. 

"We  own  no  good  stocks,"  he  says. 
"By  good  stocks  I  mean  American 
stocks,"  he  explains.  So  what  does 
Janeway  recommend?  South  African 
golds.  The  reason,  he  says,  is  that  gold 
and  the  U.S.  stock  market  move  in  oppo- 
site directions,  and  owning  South  Afri- 
can gold  stocks  is  the  same  as  being 
short  on  American  stocks.  And  with 
South  African  golds,  he  says,  "we  get 
paid  for  waiting"  (in  the  form  of  divi- 
dends) and  don't  have  to  worry  about 
getting  caught  in  a  short  squeeze  if  the 
market  moves  up  rather  than  down. 
Right  now,  Janeway  says,  he's  betting  on 
the  low-grade  South  African  golds  (the 
ones  with  the  higher-cost  mines),  but  he 
recommends  switching  to  the  South  Af- 
rican golds  with  uranium  production 
sometime  before  the  end  of  the  year. 
Why?  Janeway's  a  uranium  bull,  and  pre- 
dicts uranium  will  hit  $80  a  pound  by 
year-end,  up  from  the  current  $40. 

Then  there's  Chrysler.  To  read 
Janeway's  analyses  you'd  think  Chrysler 
was  the  greatest  thing  in  the  automotive 
industry  since  the  automatic  transmis- 
sion. In  July  he  called  it  "the  most  explo- 
sive breakaway  stock  on  the  [Big] 
Board."  The  same  month  he  wrote  that 
he'd  told  "a  major  Japanese  institution" 
that  it  should  tender  for  Chrysler  stock 
at  $25  a  share.  Chrysler  was  then  about 
$10;  it  is  now  $9.  In  November  he  wrote, 
"Chrysler  today  is  a  once-in-a-lifetime 
special  situation."  Yet  its  future  is,  to  be 
charitable,  uncertain. 

Janeway  insists,  though,  that  none  of 
that  means  he  was  recommending 
Chrysler.  "What  I  was  saying,"  he  says 
with  a  flash  of  the  famous  Janeway  tem- 
per, "is  that  if  you're  not  willing  to  own 
Chrysler,  you  shouldn't  own  any 
American  stocks." 

As  recent  events  have  shown,  Janeway 
doesn't  entirely  deserve  his  widespread 
reputation  for  apocalyptic  bombast,  but 
he  doesn't  quite  merit  the  mantle  of 
prophet  either.  Like  the  rest  of  us,  some- 
times he's  right,  sometimes  he's 
wrong.— Allan  Sloan 
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Why  St.  Regis  rolled  thousands  of  dollars  worth  of 
Waterford  crystal  down  this  90-meter  ski  jump. 


The  90-meter  ski  jump  at  Steamboat 
springs,  Colorado  is  19  stories  off  the 
ground.  It  makes  your  knees  weak  just 
o  stand  at  the  top,  let 
ilone  even  consider 
>oing  down  it  on  skis. 
\nd  yet,  we  sent  thou- 
sands of  dollars  worth 
)f  Waterford®  crystal 
sailing  off  the  jump 
jrotected  only  by 
St.  Regis  paper  packag 
ng.  And  by  the  time  it  was  airborne, 
he  package  was  going  60  miles  per 
lour. 

Each  crystal  goblet  in  the  container 
,vas  protected  by  a  unique  St.  Regis 
Dackaging  product  called  Corro-Seal. 
It's  a  self  sealing  corrugated  material 
hat  forms  a  cushion,  and  makes  a  sim 
3le  package  that  you  can  even  send 
hrough  the  mail.  Then,  we  put  each 


individually  wrapped  goblet  into  a 
St.  Regis  Bulkpak  that's  normally  used 
for  heavy  loose  material  like  plastic  pel- 
lets. This  container 
can  take  a  stacking 
weight  of  over  2,000 
lbs.,  because  it's  made 
from  double-walled 
corrugated. 

What  did  we  find  at 
the  bottom  of  the  hill? 
Thousands  of  dollars 
worth  of  broken  glass?  No,  we  opened 
the  container  and  joined  the  close  to  100 
spectators  in  toasting  St.  Regis'  packag- 
ing expertise. 

But  Corro-Seal  and  Bulkpaks  are 
just  two  examples  of  why  St.  Regis  is  a 
leader  in  packaging  technology. 

All  this  reflects  the  marketing  stance 
of  St.  Regis  toward  all  our  packaging, 
paper,  lumber  and  construction  products. 


To  use  the  full  weight  of  our  technology 
in  serving  our  markets  and  in  renewing 
the  forest  resource  our  products  come 
from. 

St.  Regis— serving  Man  and  Nature. 

  ~m 


©  COPYRIGHT  1980  ST  REGIS  PAPER  COMPANY.  150  EAST  42ND  STREET. 
N.Y..  N  Y.  10017  ALL  RIGHTS  RESERVED. 


ONE  OF  THE  LARGEST 
BANKS  IN  THE  WORLD 
IS  TAKING  A  NEW  PATH  m 
TO  INTERCEPT  THE  FUTURE. 


Historic  symbol  of  Bankers 
Trust— The  pyramid  atop 


A  RELATIONSHIP  MANAGER 
IS  MORE  THAN 
AN  ACCOUNT  OFFICER. 


In  theory,  an  account  officer  is  the 
personal  link  between  his  customer 
and  all  the  services  his  bank  has  to  offer. 
In  practice,  however,  the  account 
officer  is  often  a  specialist  who  repre- 
sents only  one  of  a  banks  divisions.  So 
a  corporate  chief  financial  officer  fre- 
quently has  to  deal  with  many  special- 
ists from  his  bank,  none  of  whom  has  a 
comprehensive  picture  of  his  financial 
situation. 

At  Bankers  Trust,  we  have  replaced 
the  account  officer  with  a  relationship 
manager.  As  the  name  implies,  he  or  she 
has  worldwide  responsibility  for  iden- 
tifying all  of  a  customers  needs  in  the 
banking  relationship.  And  for  bringing 
every  pertinent  resource  of  our  bank 
to  bear  on  them. 

When  we  focused  the  entire  re- 
sources of  our  world-class  bank  on  four 
core  financial  businesses  (wholesale 
commercial  banking,  fiduciary  ser- 
vices, money  and  securities  markets 
and  corporate  financial  services)  we 
created  a  more  flexible  and  efficient 
structure.  Within  it,  our  relationship 
manager  can  direct  and  integrate  the 
work  of  our  specialists  throughout  the 
bank  to  meet  youroverall  requirements. 

That  s  one  more  way  in  which  our 
new  path  to  the  future  generates  bene- 
fits for  you  today. 


Bankerslrust 
Company 

Worldwide 

International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston,  Los  Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM,  MILAN,  PARIS,  TOKYO,  SEOUL,  SINGAPORE,  BAHRAIN,  NASSAU  and  PANAMA  CITY. 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company. 


What's  it  like  managing  money  in  the  intense- 
ly political  world  of  a  major  university? 


Tough,  but 
not  impossible 


The  Money  Men 


  •  ■  - 


Carl  Schafer  of  Princeton  University 

"The  only  thing  worse  than  bureaucracy  is  its  total  absence. 
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THUMBTACKED  TO  THE  BULLETIN 
board  in  Carl  Schafer's  office  is  a 
large  photograph  of  two  dozen  cor- 
porate potentates  sitting  stiffly  around  a 
polished  oval  table,  radiating  competence 
and  propriety.  "That's  intended  to  instill 
skepticism,"  observes  Schafer.  "It's  the 
first  meeting  of  the  combined  board  of 
the  Pcnn  Central,  a  couple  of  years  before 
they  went  bankrupt."  Beside  the  photo, 
tidy  rows  of  multicolored  index  cards 
carry  sayings  that  also  cast  a  lizard-eyed 
perspective  on  a  vexing  world: 

"There  are  too  many  people  who 
feel  deeply  and  think  lightly." 
— Ricardo  A.  Mestres 
"I  can  resist  everything 

but  temptation." 
— Oscar  Wilde 

"The  only  thing  worse  than  bu- 
reaucracy is  its  total  absence." 

—Carl  W.  Schafer 
It's  the  bulletin  board  of  a  man  who 
spends  half  his  life  in  committees,  con- 
cedes  Schafer,  the  44-year-old  financial 
vice  president  and  treasurer  of  Princeton 
University.  But  comparing  his  present 
chores  to  the  eight  years  he  spent  with 
the  U.S.  Bureau  of  the  Budget  in  Wash- 
ington, D.C.  before  coming  to  Princeton 
in  1969,  Schafer  claims  to  be  having  the 
time  of  his  life.  "Here,  rather  startlingly 
contrasted  to  Washington,  it's  possible 
to  really  get  something  done,"  he  says. 
"There's  no  long-run  commitment  to  fi- 
nancial stability  in  the  federal  govern- 
ment. In  politics  life  is  too  short  for  j 
that." 

What  convinced  Schafer  to  heed  the 
call  from  Princeton  Provost  (now  Presi- 
dent) William  G.  Bowen  was  not  the  old 
school  tie.  (Schafer  is  a  Phi  Beta  Kappa  in 
economics  from  the  University  of  Roch- 
ester's class  of  1958.)  Rather  it  was  the 
fact  that  one  of  Bowen's  academic  spe- 
cialties was  the  economics  of  private 
universities.  Only  the  year  before  he 
took  the  job,  the  Carnegie  Commission 
on  Higher  Education  had  published  a 
landmark  study  by  Bowen  predicting  se- 
vere financial  problems  ahead  for  private 
universities — a  prescient  warning  that 
sounded  as  implausible  in  the  flush  Six- 
ties as  Cassandra's  did  in  ancient  Troy. 
Carl  Schafer  liked  Bowen's  ideas  and  so 
went  to  work  for  him. 

If  Princeton  has  managed  to  avoid  the 
rapidly  escalating  budget  deficits  that 
have  plunged  several  members  of  the 
once-wealthy  Ivy  League  into  serious  fi- 
nancial difficulties  in  the  last  decade — 
including  such  proud  names  as  Yale  and 
Columbia — it  is  due  in  large  measure  to  ! 
the  budgeting  techniques  Princeton, 
profiting  from  Schafer's  experience,  in- 
stituted in  the  Seventies.  Schafer,  who 
shaves  his  head  and  needs  little  more 
than  a  lollipop  to  be  taken  for  Telly  Sava- 
las'  street-wise  cop,  Kojak,  strives  diplo- 
matically to  duck  the  credit  for  all  this. 
"Well,  we  don't  have  one  of  those  horri- 
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The AmericanWorker 

He  holds  the  white-lwt  molds  for  America  in  his  hands... 

For  almost  100  years  now,  we've  been 
insuring  America's  most  valuable  resource: 
her  workers. 

During  that  time,  we've  discovered  some 
very  effective  ways  to  help  American  business 
hold  down  the  cost  of  insurance.  Loss  Control 
is  one  way. 

Our  Loss  Control  Consultants  can  help 
you  to  identify  hazardous  conditions  at  your 
plant -before  they  turn  into  accidents.  Tliat, 
in  turn,  can  reduce  claims  and  substantially 
lower  your  net  insurance  costs. 

Loss  Control.  It's  one  way  to  cut  the  cost 
of  business  insurance.  There  are  many  others. 
Call  or  write  us  today  and  we'll  share  them 
with  you. 


^5  THE  OFFICIAL  INSURANCE  SPONSOR, 
1980  OLYMPIC  WINTER  GAMES 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


It's  a  blue  probe  —  ultraviolet 
—  and  it  "sees"  what  the 
human  eye  cannot.  The  beam 
can  detect  minute  oil  leaks  in 
machines  on  the  production 
line.  Oil  from  even  the  smallest 
leak  glows  frosty  white  when 
exposed  to  the  radiant  light. 

At  Case  this  space-age  in- 
spection is  part  of  a"Commit- 


mentto  Quality"  that  is  setting 
new  standards  for  design, 
manufacturing,  service  and 
parts  supply  throughout  this 
worldwide  company. 

Our  "Commitment  to  Quality" 
is  one  important  reason  that 
our  Case,  Davis,  Drott  and 
Poclain  lines  have  made  us 
the  second  largest  construc- 


tion equipment  company  in 
North  America.  At  Case,  we 
don't  just  talk  about  quality. 
We're  doing  something  about  it. 


J  I  Case 

A  Tenneco  Company 


The  Money  Men 


bly  expensive  budgeting  headaches  called 
medical  schools,"  he  says.  "I  remember 
when  I  first  came  back  in  the  days  of 
student  activism,  my  counterpart  at 
Stanford  offered  me  their  medical  school 
and  their  chaplain — a  package  deal — for 
one  dollar.  I  told  him  he'd  just  made  me 
an  offer  I  could  refuse!" 

The  fact  remains  that  the  Ford  Foun- 
dation thinks  so  highly  of  the  way 
Schafer  manages  Princeton's  $173  mil- 
lion budget  that  in  1972  it  published  a 
500-page  tome  on  the  topic  to  be  used  as 
a  model  for  other  colleges — a  study  that 
has  now  been  updated  with  a  second 
volume. 

"I  guess  one  of  the  very  common  mis- 
takes universities  make  when  they  see  a 
deficit  staring  them  in  the  face,"  says 
Schafer,  "is  to  make  the  easy  budget  cuts 
that  don't  involve  telling  a  department 
head  he  has  to  get  along  with  fewer  peo- 
ple— false  economies  like  not  buying 
enough  books  for  the  library,  or  deferring 
fundamental  maintenance  of  facilities, 
or  not  allocating  enough  to  increase  sala- 
ries for  the  professors  who  remain." 

This,  of  course,  is  easier  said  than 
done.  Productivity  gains  are  inherently 
more  difficult  in  the  intensely  political 
world  of  a  university  than  they  are  in  the 
business  world — and  especially  at  a  place 
like  Princeton,  which  has  always  prided 
itself  on  its  extraordinarily  high  faculty- 
to-student  ratio.  But  Schafer  is  fortunate 
enough  to  have  some  protection.  He's  a 
member  of  the  Priorities  Committee, 
composed  of  16  faculty,  student  and  ad- 
ministration members,  which  recom- 
mends salary  pool  levels,  tuition  charges 
and  the  degree  of  support  for  major  pro- 
grams. That  insulates  Schafer  from  un- 
due political  pressure  and  pushes  staff- 
cutting  decisions  to  the  faculty  level 
where  it  can  be  done  on  a  qualitative 
basis.  It  also  permits  Schafer  to  keep  up 
the  budget  balancing  pressure  by  holding 
out  the  dreaded  alternative  of  cutting 
entire  programs.  "Our  strong  feeling  is 
that  if  you  can't  do  everything  you'd  like 
to  do,  it's  far  better  to  do  a  smaller  num- 
ber of  things — but  continue  to  do  them 
extraordinarily  well,"  says  Schafer.  De- 
partment heads,  reluctant  to  make  cuts, 
usually  get  the  point. 

1  It  is  perhaps  a  testimony  to  the  effec- 
tiveness of  that  stick  that  Princeton  has 
not  had  to  drop  very  many  programs 
other  than  Slavic  studies  at  the  graduate 
level — and  the  polo  club  (in  the  early 
1940s,  when  the  Army  Reserve  on  cam- 
I  pus  could  no  longer  justify  the  expense  of 
I  its  ponies).  The  giant  Princeton/Pennsyl- 
vania acclerator  project,  a  $40  million 
government-sponsored  program  that  was 
closed  down  unceremoniously  in  1972,  is 
another  matter — it  simply  lost  its  gov- 


ernment funding.  Schafer  says  Prince- 
ton's Plasma  Physics  Laboratory,  which 
accounts  for  31%  of  the  university's  bud- 
get, would  face  the  same  fate  if  the  gov- 
ernment backed  out  of  that. 

"Look,  we  make  mistakes,"  Schafer 
protests.  "About  ten  years  ago,  for  exam- 
ple, we  eliminated  all  lawyers  from  the 
payroll.  We  hoped  we  could  survive  on 
the  occasional  use  of  outside  legal  coun- 
sel. But  there  were  just  too  many  legal 
problems.  So  after  firing  two  lawyers  we 
ended  up  hiring  three  others!" 

Inflation,  of  course,  has  greatly  aggra- 
vated the  budgeting  process  for  private 
universities,  many  of  which  are  used  to 
spending  all  the  income  thrown  off  by 
the  endowment  each  year  and  then  try- 
ing to  hit  the  alumni  for  more.  "That's 
another  mistake  colleges  often  make," 
says  Schafer,  "letting  the  spending  of  the 
income  from  their  endowment  get  too 
high.  We're  spending  4%  to  5%  of  our 
$600  million  endowment  each  year;  6% 


"The  smartest  thing  Princeton 
has  done  from  a  budgeting 
point  of  view  since  I've  been 
here  was  coeducation.  Talk 
about  economies  of  scaler' 

is  bad,  7%  is  worse.  And  8%  to  9%  is 
downright  indefensible."  This  at  a  time 
when  the  endowment  is  yielding  around 
14.4%?  Isn't  4%  far  too  low?  No,  says 
Schafer.  With  inflation,  anybody  who 
spends  his  entire  income  is  letting  his 
capital  run  down.  You  have  to  plow  some 
of  it  back  just  to  stay  even. 

Princeton,  of  course,  has  had  less  to 
worry  about  in  that  respect  than  almost 
any  other  college  in  the  country.  Its  en- 
dowment per  student  works  out  to  over 
$114,000,  compared  to  Yale's  $65,000. 
But  Princeton  hasn't  just  been  lucky.  It 
has  been  smart,  too.  Its  endowment  has 
shown  a  yield  and  growth  performance 
over  time  that  has  ranked  well  up  in  the 
top  quartile  of  college  endowments,  and 
last  year  Princeton's  performance  was  in 
the  top  15%.  One  reason  is  that  Prince- 
ton bucked  the  money  management 
trend  of  the  Seventies,  which  was  to 
shun  "risky"  stocks  and  stay  with  "safe" 
bonds.  Going  its  own  way,  Princeton  is 
around  80%  in  stocks  and  therefore 
benefited  from  the  excellent  perfor- 
mance of  equities  since  1975. 

In  picking  its  stocks,  Old  Nassau  (as 
the  university  is  sometimes  called  after 
Nassau  Hall,  the  original  building — 
where  Schafer  has  his  office)  has  now 
turned  to  outside  professional  money 
managers  representing  an  array  of  differ- 
ent investment  philosophies.  In  Decem- 
ber 1977,  after  screening  90  eager  candi- 
dates, Schafer  and  the  trustees  finally 
bestowed  Princeton's  treasure  on  lohn 
W.  Bristol  (formerly  with  the  Phipps  es- 


tate and  a  specialist  in  college  endow- 
ments), Herbert  E.  Gernert  Jr.  of  Vilas- 
Fischer  Associates  (a  veteran  of  Brown 
Brothers  Harriman  and  Cyrus  J.  Law- 
rence), Mitchell  J.  Milias  of  the  league- 
leading  West  Coast  money  managers 
Capital  Guardian  (Forbes,  Mar  17)  and 
Robert  E.  Pruyne,  the  top  bond  officer  at 
Boston's  Scudder,  Stevens  &  Clark. 
Schafer  says  it  was  only  the  fact  that 
Princeton's  prior  endowment  manager, 
Harvey  Mole,  had  just  turned  70  which 
motivated  the  change.  But  already  turn- 
over has  risen  sharply  from  its  accus- 
tomed, glacial  5% .  Schafer  concedes  that 
a  wider  array  of  investments  are  now 
being  considered.  "Our  managers  are 
now  beginning  to  buy  into  emerging 
growth  companies  much  smaller  than 
we  used  to  invest  in,"  he  says,  "and 
we're  looking  at  the  possibility  of  ven- 
ture capital  investments." 

Schafer  has  extended  Princeton's  fi- 
nancial horizons  even  further  by  looking 
upon  the  university's  extensive  real  es- 
tate holdings  as  an  investment  also. 
About  seven  years  ago  the  university 
opened  up  a  nearby  1,600-acre  tract  as 
the  Princeton  Forrestal  Center  for  corpo- 
rate long-term  leases.  "Wishing  to  hedge 
against  inflation,  we've  been  offering  50- 
year  leases  where  we  get  all  the  money 
up  front — prepaid,"  says  Schafer.  "Then 
we  put  it  all  into  the  endowment  and 
take  it  into  income  at  6%  increments 
each  year,  starting  out  low,  you  see,  so 
that  we  use  it  up  in  an  inflation-adjusted 
way."  Again,  the  Schafer  insistence  on 
plowback. 

However,  Schafer  argued  against  in- 
vesting $30  million  to  add  more  retail 
and  office  space  to  the  university's  prop- 
erty on  Nassau  Street,  fronting  the  cam- 
pus, and  more  rooms  to  the  nearby  Nas- 
sau Inn  on  Palmer  Square,  also  universi- 
ty-owned. "It's  too  much  to  put  into  a 
fairly  risky  single  investment,"  says 
Schafer — especially  one  that  is  not  pres- 
ently economically  viable.  So  Schafer  is 
offering  the  property,  which  includes  4V2 
acres  of  developable  land,  for  sale  at 
$20.8  million,  hoping  at  least  that  a  de- 
veloper will  see  the  potential  for  a  pres- 
tige loss-leader  flagship  investment.  He 
recognizes  that  real  estate  is  a  business 
best  left  to  specialists. 

"Actually  the  smartest  thing  Prince- 
ton has  done  from  a  budgeting  stand- 
point since  I've  been  here  had  nothing 
whatever  to  do  with  me,"  says  Schafer, 
donning  a  coat  to  pose  for  his  picture  in 
front  of  Nassau  Hall.  "It  was  coeduca- 
tion. You  talk  about  economies  of 
scale — pardon  the  industrial  terminol- 
ogy, but  that's  what  it  is.  Where  we  had 
excess  capacity  was  in  the  humanities 
and  the  social  sciences,  which  are  the 
areas  that  women  are  still  dispropor- 
tionately going  to  take.  Coeducation 
was  a  superbly  timed  financial 
bargain."— Geoffrey  Smith 
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"Made  in  USA? 

Will  it  continue  to  be  the  sign 
of  the  world's  foremost 
industrial  power? 


S3S3S 


Westinghouse  addressi 
a  challenge  of  the  80  s: 
Productivity. 


They  used  to  be  called  cheap  imports. 
Now  they're  called  serious  competition. 


PRODUCTIVITY  INCREASE  IN  MANUFACTURING  1968-1978 


United  States 


23  6% 

Japan 

89.1% 

thp  Npthprl^nrta 

93.7% 

France 

61.8% 

Germany 

63.8% 

Italy 

60.1%  | 

United  Kingdom 

21.6% 

Source:  Based  on  data  from  the  Bureau  of  Labor  Statistics,  United  States  Department  of  Labor,  December,  1979. 


This  chart  is  a  shocker,  but  it's 
revealing,  too.  America  has  ob- 
viously given  certain  countries 
some  superb  instruction  in  the  art 
of  industrial  excellence. 

It's  just  as  clear,  unfortunately, 
that  some  of  the  lessons  have 
been  lost  to  the  teacher. 

Products  once  poured  out  of 
America's  factories  to  set  world- 
wide standards  of  quality.  Steel. 
Automobiles.  Light  and  heavy 
machinery.  Stereos.  The  list  is 
long. 

Now,  products  flow  into 
America  from  other  countries 
while  we  are  facing  economic 
stagnation  and  heavy  trade  defi- 
cits. Not  to  mention  soaring  en- 
ergy costs,  the  agi  ng  of  our 
manufacturing  facilities  and 
precariously  inadequate  capita 
investments. 


And  -  it  could  get  worse.  Other 
countries  have  hit  their  industrial 
stride  and  are  likely  to  pull  ahead 
even  further. 

Unless  we  do  something. 
American  industry  can  reverse 
these  productivity  trends.  There 
are  many  American  companies 
and  American  products  which 
can  do  the  job. 

Westinghouse  and  Westing- 
house  products  can  help  those 
companies  do  it,  and  here  are 
some  of  the  ways. . . 


Westinghouse  technology  can  help  sharpen 


PRECISION  MACHINE  CONTROL 
OFFERS  GREATER  COST 
EFFICIENCY.  A  Westinghouse 
factory  computer  system 
at  the  General  Dynamics 
Fort  Worth  Division  is 
helping  process  aluminum 
stock  into  precision  compo- 
nents for  the  U.S.  Air  Force 
F-16  multirole  fighter. 

This  remarkable  system  is 
capable  of  operating  as  many 
as  50  different  machine  tools 
simultaneously  while  it  also 
provides  real  time  status  and 
performance  monitoring  at 
four  levels:  maintenance,  shop 
supervisor,  middle  and  upper 
management. 

Is  it  productive?  Downtime 
due  to  maintenance  problems 
has  been  reduced 
from  10%  to  1%;  actual 
machine  running  time  has 
increased  more  than  55%. 


And  Westinghouse  factory 
computer  systems  can  increase 
productivity  in  virtually  every 
process  and  manufacturing 
industry. 


America's  competitive  edge. 


MORE  STEEL  WITH  FEWER 
REJECTS.  For  many  of  America's 
largest  steel  makers, 
Westinghouse  is  helping  to 
produce  higher  quality  steel 
with  fewer  man-hours  of  labor. 

Westinghouse  computerized 
process  control  systems  control 
heavy  equipment  that  rolls 
steel  billets  into  coils,  beams, 
bars  and  angles.  Forces  of  up  to 
5-million  pounds  are 
constantly  monitored  and 
readjusted  as  necessary  to 
maintain  product  tolerances 
down  to  thousandths  of  an 
inch  at  operating  speeds  that 
approach  a  mile  a  minute. 
Water  bath  cycles  are  also 
controlled  electronically  to 
cool  the  steel  to  the  proper 
temperatures. 

These  new  Westinghouse 
systems  have  cut  rejects 
drastically  while  increasing 
line  speeds  dramatically  in 
some  of  the  fastest,  most 
accurate  mills  on  this  side  of 
the  Atlantic. 

For  other  examples  of  how 
Westinghouse  is  attacking  the 
"productivity  gap,"  turn  the 
page... 
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Westinghouse  can  increase  productivity  from 


INDUCTION  HEATING  RAISES 
PRODUCTION  25%.  LOWERS  ENERGY 
COSTS  27%. 

At  Ford  Motor  Company's  Canton, 
Ohio  Forge  Plant,  production  of 
flanged  rear  axle  shaft  forgings  was 
up  more  than  25%  with  an  electric 
induction  heating  system  from 
Westinghouse-  after  only  three 
months.  Energy  costs  were  down 
27%.  Ford  workers  also  benefited 
from  cleaner  environmental 
conditions,  easier  loading,  reduced 
noise  and  less  radiant  heat. 

Better  product  quality,  less  scrap, 
floor  space  savings  and  the  saving  of 
precious  energy  through  improved 
heat  control  are  all  basic  advantages 
of  induction  heating.  Comparisons 
are  dramatic.  Induction  heating 
is  capable  of  raising  the  temperature 
of  a  one-inch  steel  bar  to  rolling 
temperatures  in  one  minute; 
historically,  fossil  furnaces  allowed 
one  hour  to  heat  the  same  area. 
That's  productivity. 


A  TOTAL  OFFICE  SYSTEM  THAT  PAYS 
OFF  IN  INCREASED  PRODUCTIVITY. 

In  the  Computer  Programming 
Department  of  a  major  Eastern 
bank,  switching  to  a  Westinghouse 
Open  Office  System  resulted  in 
an  increase  of  6%  more 
computer  jobs  run  per  hour  of  work 
time.  Not  a  miracle,  surely,  but  a 
measured  productivity  increase  in  a 
work  environment  that  users 
preferred  three  to  one  for  perceived 
improvements  in  work  place 
privacy,  noise  level,  storage 
facilities,  work  surface  areas  and 
arrangement. 

And  the  Westinghouse  ASD 
Open  Office  System  takes  into 
account  power  distribution, 
lighting  and  people  needs  to  create 
an  attractive  total  office  system, 
flexible  enough  to  be  changed  as 
your  requirements  change.  The 
Westinghouse  Open  Office  System 
can  save  you  up  to  20%  in  office 
space,  up  to  50%  on  lighting,  and 
up  to  97%  on  your  next  move. 


HOW  AN  "OX"  MAKES  A  GOOD 
MACHINE  MORE  PRODUCTIVE. 

In  coal  mines,  battery  powered 
haulers  load  and  unload  in  minutes 
what  formerly  took  many  man-hours 
of  labor.  The  Westinghouse  "OX" 
motor  was  developed  to  further 
improve  the  productivity  of  these 
machines.  This  unique  motor  is 
packed  with  copper  to  limit  battery 
ampere  losses,  and  the  usual  power- 
robbing  cooling  fans  have  been 
eliminated.  Now  the  "OX"  motor 
loads  and  hauls  5%  more  product 
per  battery  charge. 

The  water-tight,  dust-tight  "OX" 
was  designed  for  maintenance 
during  shift  changes.  Motor  brushes, 
for  example,  can  be  quickly  replaced 
from  the  top,  increasing  machine 
uptime  10%  to  15%. 
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actory  to  office,  even  beyond. 


JMA-LOGIC™  SPOTS 
EAKDOWNS  IN  SECONDS;  SAVES 
5URS  IN  COSTLY  DOWNTIME. 

irysler  Corporation's  engine  plant 
Trenton,  Michigan  uses  a 
estinghouse  Numa-Logic  solid- 
ite  control  system  to  improve 
aductivity  by  sharply  reducing 
?  opportunity  for  human  error, 
is  system  controls  the  tools  that 
ill,  ream,  bore  and  tap  solid  metal 
stings  into  finished  cylinder 
ads,  and  regulates  transporting 
d  positioning  for  each  step. 
And  just  as  important,  the  Numa- 
gic  system  monitors  all 
>erations  and  pinpoints 
?chanical  malfunctions  through 
easy-to-interpret 
•ubleshooting  display  of 
ht-emitting  diodes. 


WESTINGHOUSE  HELPS  KEEP  PAPER 
ROLLING  365  DAYS  A  YEAR. 

At  the  largest  paper  mill  in  the 
Southwest,  a  Westinghouse  solid- 
state  control  system  commands 
Westinghouse  DC  Motors  and 
power  supplies  to  respond  almost 
instantaneously  to  sudden  changes 
in  load  and  other  paper  making 
variables.  This  helps  maintain  all 
important  constant  sheet  tension. . . 
24  hours  a  day,  365  days  a  year. 

And  that's  a  challenge  because  of 
the  paper  machine's  basic  design.  A 
wet  sheet  formed  from  semiliquid 
stock  must  be  kept  at  a  constant 
tension  while  it  is  carried  through 
the  machine  on  hundreds  of  rolls  as 
it  is  pressed,  dried  and  wound.  If 
tension  isn't  uniform,  this 
continuous  sheet  can  break 
or  at  least  fail  to  meet 
product  specifications. 
Neither  is  acceptable; 
both  are  costly. 


SCHEDULED  SHUTDOWNS  HELP 
PREVENT  UNSCHEDULED 
BREAKDOWNS. 

The  concept  of  Westinghouse 
programmed  maintenance  is  simple: 
during  a  plant's  annual  shutdown  for 
vacations  or  inventory, 
Westinghouse  teams  move  in  to 
inspect,  test,  overhaul,  and  repair 
everything  as  necessary- whether 
from  Westinghouse  or  not- 
instruments  to  motors,  power 
systems  to  machinery.  Lamps  and 
similar  "perishables"  are  replaced  as 
well.  Of  course,  Westinghouse 
action  teams  are  always  on  24-hour 
call  for  emergency  service. 

The  basic  issue,  especially  when 
the  push  is  on  to  produce,  is  this:  do 
you  want  necessary 
plant  maintenance 
performed  when  you 
want  it,  according  to 
plan. . .  or  when  you 
need  it,  according  to 
Murphy's  Law? 


Through  its  technology, 

Westinghouse  is  ready  to  help  American  industry 
reverse  this  chart 


PRODUCTIVITY  INCREASE  IN  MANUFACTURING  1968-1978 


United  States 

| 

japan 

89.1% 

the  Netherlands 

93.7% 

France 

61.8% 

Germany 

63.83 

Italy 

60. 1  % 

United  Kingdom 

21.6% 

i  —  -.  1  

Source:  Based  on  data  from  the  Bureau  of  Labor  Statistics,  United  States  Department  of  Labor,  December,  1979. 


and... 

Reestablish  our  worldwide  industrial  leadership. 
Improve  our  trade  balance.  Slow  Inflation,  and 
help  preserve  and  improve  our  quality  of  life. 


Westinghouse  (w 

A  powerful  part  of  your  life.  > — ^ 


bile's  critics  say  that  bayonets  lowered  inflation  there.  Disinterested 
zperts  point  to  monetary  policy.  But  University  of  Chicago  economist 
mold  Harberger  argues  the  real  weapons  used  by  his  former  pupils 
ere  fierce  cuts  in  government  spending  and  tariffs. 


How  the  "Chicago  hoys" 
fought  1,000%  inflation 


By  Norman  Gall 


ile.  Oceans  of  venom  have  been 
lied  from  both  right  and  left  over  the 
rider  South  American  republic,  but 
ely  have  either  critics  or  defenders 
d  much  attention  to  the  facts.  The 
ts  are  quite  clear.  Is  Chile  a  democra- 

No  more  than,  say,  Cuba  is.  Both  are 
iitary  dictatorships.  Stripping 
ay  the  political  labels  and  dis- 
arding  the  social  differences, 
at  really  distinguishes  the 
d  is  the  degree  of  economic 
:dom  and  the  rate  of  eco- 
nic  progress.  By  all  reports, 
ba  is  a  disaster.  In  spite  of 
ssive  Soviet  subsidies  the 
ndard  of  living  there  is  falling 
1  Cubans  are  again  taking  to 
all  boats  and  foreign  embas- 
s  to  escape  the  rigidity  and 
rerty  of  their  lives.  In  Chile, 

contrast,  the  economy  has 
dy  been  growing  by  8%  an- 
ally (after  inflation) — which 
>ne  of  the  better  growth  rates 
the  world. 

/luch  credit  for  Chile's  eco- 
"nic  success  has  been  given  to 
ilean  economists  trained  at 

University  of  Chicago  who 
n  occupy  key  ministerial  and 
itral  bank  posts.  All  this  has 
:n  a  mixed  blessing  for  UC's 
inomics  department  and  its 
bel  prize  winner,  Milton 
edman,  who  visited  Chile  in 
rS  during  the  worst  phase  of 

inflationary  crisis.  It  has 
ught  prestige  and  influence  to  the 
icago  school  of  economists,  but  their 
e  in  Chile  has  brought  them  under 
ack  from  radicals  and  liberals  who  ob- 
t  to  the  department's  association  with 
:pressive  military  government.  Chica- 

Professor  Arnold  Harberger,  55,  a 
se  associate  of  Milton  Friedman,  has 
:n  especially  involved.  Harberger 's 
e  is  Chilean,  his  associations  with 


that  country  go  back  a  quarter  of  a  cen- 
tury and  he  frequently  journeys  there  to 
lecture  and  to  advise  on  economic  policy. 
Such  is  his  department's  growing  pres- 
tige that  Harberger  was  recently  offered 
an  influential  academic  post  at  Har- 
vard— an  offer  that  drew  an  immediate 
outcry  from  the  left  as  well  as  from  a 
handful  of  students.  At  the  moment, 


Economist  Arnold  Harberger 

"The  monetarist  label  simply  doesnt  fit.  At  most,  half 
of  what  happened  is  attributable  to  the  fiscal  crunch." 


was  not  monetary  policy  but  fiscal  policy 
that  slowed  Chilean  inflation  and  got  the 
economy  growing  again.  It  wasn't  what 
the  central  bank  did  but  what  the  admin- 
istrators did.  They  took  a  meat  axe  to 
government  spending,  virtually  eliminat- 
ing the  massive,  inflation-producing 
deficits.  By  slashing  tariffs,  they  brought 
down  the  cost  of  consumer  goods  and 
restored  competition  to  the 
overprotected  Chilean  econo- 
my. By  cutting  taxes  they  re- 
stored incentives. 

The  U.S.  economy  is  much 
larger  and  more  complex  than 
Chile's,  and  the  Chilean  peso's 
role  in  the  international  mone- 
tary system  is  insignificant 
compared  with  the  dollar's. 
Nevertheless,  what  Professor 
Harberger  says  has  major  impli- 
cations for  U.S.  anti-inflation 
policy.  Because  Congress  and 
the  Administration  seem  para- 
lyzed we  have  left  the  fight 
against  inflation  almost  entirely 
to  the  Federal  Reserve,  which 
has  been  trying  to  shock  the 
country  out  of  inflation  with 
high  interest  rates,  just  as 
Chile's  military  junta  did  unsuc- 
cessfully between  1973  and 
1975.  In  Chile  the  slowing  of 
inflation  came  only  after  the 
massive  cuts  in  government 
spending  that  began  in  1975. 

Is  the  U.S.  using  the  wrong 
weapons? 


Harberger  is  undecided  whether  or  not  to 
take  the  post. 

Interviewed  recently  for  Forbes,  Har- 
berger offered  some  fascinating  insights 
into  the  Chilean  economic  miracle — in- 
sights which  may  have  striking  implica- 
tions for  U.S.  economic  policy.  Many 
writers  have  credited  monetarist  eco- 
nomics for  the  Chilean  economic  recov- 
ery. Professor  Harberger  has  a  surprise:  It 


Gall:  Let's  go  back  to  the  be- 
ginning, to  1973  and  the  fall  of  Allende 
and  the  coming  to  power  of  the  present 
Pinochet  government. 

Harberger:  When  the  military  coup 
took  place  in  September  1973  the  rate  of 
inflation  was  on  the  order  of  1,000%  a 
year.  The  new  government  was  very  na- 
ive. They  decreed  that  every  entity  of 
government  must  live  within  its  budget. 
Somehow  the  government  seemed  to  be- 
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svc  that  that  would  really  happen.  Well, 
le  result  was,  deficits  continued  under 
ie  military  regime  at  a  rate  not  much 
fferent  from  what  they  had  been  during 
le  Allende  period. 

This  went  on  until  about  May-June  of 
)75,  when  a  serious  effort  was  made  to 
ose  the  fiscal  gap.  When  I  was  there 
ith  Milton  Friedman  in  March  1975  we 
itimated  that,  simply  to  cover  the  gov- 
nment's  deficit,  Chile  would  have  to 
cpand  the  money  supply  at  nearly  20% 
month,  or  1,000%  annually.  That  cre- 
es  a  terrible  inflation. 
This  is  not  to  say  that 
Dthing  was  done  in  the  first 
vo  years  of  the  Pinochet 
jvernment.  In  1974  there 
as  a  major  tax  reform  in 
hile,  which  followed  the 
an  of  the  Canadian  Royal 
ommission  on  Taxation, 
nother  important  thing 
as  the  beginning  of  tariff 
form.  Chile  was  a  closed 
:onomy.  It  was  insulated 
3m  the  world  economy, 
tie  steps  taken  in  1974  and 
'75  brought  them  to  being 
day  a  very  open  economy. 
One  of  our  Chicago  stu- 
:nts  was  Sergio  De  Castro, 
ho  now  is  Chile's  Finance 
inister.  He  began  doing  de- 
iled  research  on  the  real 
>st  of  high  tariffs  in  the  ear- 
1960s  and  was  joined  in 
is  concern  around  1970  by 
:rgio  de  la  Cuadra,  who  is 
ce  president  of  the  central 
ink.  De  Castro  began  doing 
Chicago  doctoral  disserta- 
on  on  the  effects  of  Chilean 
riffs.  Now  these  tariff  and 
xation  reforms  were 
most  the  only  good  things 
hich  I  can  see  that  hap- 
:ned  in  Chilean  economic 
)licy  between  October  1973 
id  June  1975. 

Gall:  They  did  let  interest 
tes    rise    freely,  which 
ought  a  lot  of  dollars  out  from  under 
:ople's  mattresses.  But  why  didn't  they 
ake  more  progress  against  inflation  in 
lose  first  two  years? 

Harberger:  Well,  it's  a  cute  story  in  a 
ay.  Military  people  were  put  in  charge 
just  about  every  agency,  in  just  about 
rery  company  that  the  government  had 
itionalized  or  in  which  they  had  inter- 
red— that  is,  taken  over  temporarily, 
be  military  people  were  very  naive,  and 
iey  all  received  orders  to  balance  their 
ldgets. 

Obviously,  if  you're  not  balancing  your 
ldget,  you  have  to  borrow  money.  In 
ie  Allende  period,  people  who  were  in 
lese  same  positions  would  borrow  from 
ie  state  bank,  borrow  from  the  central 
ink  and  borrow  from  here,  there  and 


everywhere.  The  military  also  found 
ways  through  their  own  "old-boy  net- 
works." One  of  them  would  know  some- 
body who  was  in  the  Bank  of  Chile  and 
would  borrow  from  there.  Somebody  else 
would  know  somebody  who  was  in  the 
Banco  de  Concepcio'n  and  would  borrow 
from  there.  But  somehow,  it  went  on  just 
about  as  before. 

Gall:  Just  the  way  it  was  under  Salva- 
dor Allende? 

Harberger:  Yes.  Now  it  was  in  this 
May- June  period  of  1975,  shortly  after 


Genera/  Pinochet  (second  from  left)  reviewing  a  military  parade 
"Military  people  were  put  in  just  about  every  agency,  in  just 
about  every  company  that  the  government  had  nationalized 
or  in  which  they  had  intervened.  They  were  very  naive.  The 
borrowing  went  on  just  about  as  before  {under  Allende]." 

Jorge  Cauas  became  Minister  of  Finance, 
that  things  really  began  to  be  pulled  to- 
gether. In  1975  there  was  a  dramatic 
reduction  of  the  government  deficit. 
That  was,  as  far  as  I  can  see,  the  only 
crunch  that  ever  happened.  People  talk 
about  great  monetary  restrictions.  I  ask 
you  to  look  at  the  IMF's  [International 
Monetary  Fund's]  International  Financial 
Statistics,  and  see  what  has  been  hap- 
pening to  the  Chilean  money  supply. 
The  money  supply  continued  to  grow  at 
surprisingly  high  rates.  There  was  never 
any  sharp  contraction.  Never  any  shock 
treatment. 

Now,  the  government  spending  cut- 
backs were  of  many  kinds.  One  thing 
they  started  doing  reasonably  early  was 
selling  some  of  the  companies  that  had 


been  brought  into  the  government  sector 
back  to  the  private  sector.  That  was  a 
way  of  reducing  the  deficit  because  these 
companies  were  all  running  at  a  loss. 
They  were  not  all  paid  for  in  cash;  some 
of  the  payments  had  been  spread  over 
time.  But  they  brought  in  money  to  the 
government  and  helped  relieve  the  fiscal 
deficit. 

Gall:  This  is  monetarism?  Sounds 
more  like  common  sense. 

Harberger:  I'm  trying  to  make  clear 
that  a  label  of  monetarist  restraint  has 
been  placed  on  that  process, 
and  that  label  simply  doesn't 
fit.  However,  starting  with 
the  cuts  in  government 
spending,  it  was  possible 
to  reduce — gradually,  very 
gradually — the  rate  of  in- 
crease of  the  money  supply. 
And  in  the  process  the  rate  of 
inflation  went  from  300% 
down  to  200%,  to  100%,  to 
60%,  to  something  like  30%, 
where  it  has  been  sort  of 
floating  recently.  Now  in 
that  process,  there  was  a 
sharp  recession  in  the  Chi- 
lean economy  in  1975,  which 
was  the  product  of  at  least 
three  forces:  One  was  the 
world  recession,  when  U.S. 
unemployment  went  from 
6%  to  10%  and  back  to  6% 
around  that  time,-  second 
was  the  drop  in  the  price  of 
copper,  which  had  been 
$1.40  per  pound  in  1974  and 
got  to  be  less  than  60  cents  a 
pound  in  1975,  an  incredibly 
sharp  drop;  and  the  third 
thing  was  the  fiscal  crunch 
itself. 

Now  you  have  to  ask,  how 
much  of  the  decrease  in  infla- 
tion was  the  consequence  of 
the  fiscal  crunch?  Different 
economists  are  going  to  give 
you  different  answers  to  that, 
but  obviously  not  all  of  it  can 
be    credited   to   the  fiscal 
crunch  when  you  have  a  world  recession 
and  you  have  the  price  of  copper  falling 
that  way.  So  I  would  say,  at  most,  half  of 
what  happened  in  the  period  immediate- 
ly following  the  1975  recession  ought  to 
be  attributed  to  the  fiscal  crunch. 

Let's  get  the  monetarist  thing  a  bit 
more  in  focus.  The  process  by  which  the 
inflation  was  brought  under  control,  I 
said,  entailed  no  monetary  shock  treat- 
ment. But  it  is  still  true  that  the  rate  of 
expansion  of  the  money  supply  was  at 
times  10%,  15%,  even  20%  a  month, 
and  now  has  been  reduced  to  1%,  2%  or 
3%  a  month. 

Gall:  But  how  can  you  say  that  there  is 
no  shock  treatment  if  unemployment  in- 
creased from  12%  to  20%  within  a  year, 
as  in  1975-76?  That  was  shock  treat- 
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HOWTO  TRADE  TWEEDS  IN  LEEDS. 


DIAL  DIRECT 

It's  the  little  knots  that  slow  up  business. 
But  not  when  you  do  it  by  phone. 
You  can  straighten  things  out  in  a  call 
that  would  take  days  and  weeks  any 
other  way.  It  your  area  has  International 
Dialing,  Leeds  is  as  close  as  this.  Dial: 

INTERNATIONAL  COUNTRY  CITY 
ACCESS  CODE         CODE  CODE 

Oil  +  44  +  532  +  LOCAL  NUMBER 

A  3-minute  call  you  dial  yourself  costs 
$4. 50.  That's  a  buy  from  the  first  word . 
Save  the  codes— they'll  come 
in  handy  for  your  next  call. 


ALMOST  DIRECT 

Until  your  area  has  International  Dialing, 
you  can  gather  the  flock,  fast.  Just  tell 
the  Operator  the  country,  city  name 
and  local  number  you  want.  On  Station 
calls  not  requiring  special  operator 
assistance,  you  get  the  same  low  rates  as 
dialing  direct.  Doesn't 
that  suit  you  fine? 

P.S.  Nearly  every- 
one can  dial  direct  to 
most  telephones  in 
Canada,  the  Caribbean, 
Alaska,  Hawaii  and 
parts  of  Mexico -just 
as  you  dial  direct  to 
cities  inside  the 
continental  U.S. 


(2)  Bell  System 


UNITED  KINGDOM  44 

Aberdeen 

224 

Barry 

446 

Basildon 

268 

Belfast 

232 

Birmingham 

21 

Blackburn 

254 

Blackpool 

253 

Bolton 

204 

Bradford 

274 

Brighton 

273 

Bristol 

272 

Caerphilly 

222 

Cambridge 

223 

Canterbury 

227 

Cardiff 

222 

Chester 

244 

Coatbridge 

236 

Coventry 

203 

Cumbernauld 

2367 

Derby 

332 

Dudley 

384 

Dundee 

382 

East  Kilbride 

3552 

Edinburgh 

31 

Glasgow 

41 

Guernsey 

481 

Havant 

705 

Hillington 

4856 

Huddersfield 

484 

Hull 

482 

Ipswich 

473 

Irvine 

294 

Kilmarnock 

563 

Kirkcaldy 

592 

Lancaster 

524 

Leeds 

532 

Leicester 

533 

Liverpool 

51 

London 

1 

Luton 
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lent,  wasn't  it? 

Harberger:  I  said  it  was  not  a  monetary 
lock  treatment.  The  image  that  most 
jople  would  have  of  a  monetary  shock 
ould  be  if  the  government  stopped 
rinting  money.  If  you  are  expanding 
loney  at  the  rate  of  20%  a  month  and  go 
jwn  to  nothing,  that  is  shock.  But 
hen  you  gradually  go  down  from  these 
pid  rates  of  money-supply  expansion  to 
tes  which  are  still  rapid  today,  that  is 
3t  a  shock  treatment. 
Gall:  Well,  let's  stop  here  and  really 
iok  at  this.  You  have  an  economy  that 
still  heavily  concentrated  in  the  state 
ctor,  perhaps  not  as  heavily  as  it  was 
:fore.  The  state  controls  all  of  the  top 
)  companies  and  20  of  the  top  25.  Yet 
hile  is  described  now  as  a  citadel  of 
ipitalism,  an  example  of 
3W  to  move  back  into  a 
ee  enterprise  economy. 
3U  have  a  number  of 
aduates  of  the  Universi- 
of  Chicago  running  the 
:onomy.  You  yourself 
y  that  monetary  auster- 
y  has  not  really  been 
acticed  in  Chile,  nor  do 
e  have  a  free  enterprise 
:onomy.  Then  what  do 
e  have? 

Harberger:  Be  careful, 
:  careful.  ...  I  think  we 
)  have  a  free  enterprise 
:onomy.  You  see,  I  have 
ways  taken  the  attitude 
teaching  my  classes 
iat  there  need  not  be  a 
t  of  difference  between 
i  enterprise  in  the  public 
ctor  and  an  enterprise  in 
e  private  sector.  It  really 
:pends  on  how  they're 
n  and  on  the  cir- 
lmstances  surrounding 
em.  If  you  have  a  public 
iterprise  that  acts  like 


European  Common  Market — very  low- 
tariff  countries,  open  to  trade.  I  certainly 
do  not  feel  that  the  move  to  freer  mar- 
kets and  more  open  economies  is  in  any 
sense  something  that  requires  a  military 
government. 

Gall:  Does  free  economic  activity  then 
also  require  free  political  activity  in  a 
community? 

Harberger:  What  you're  asking  is: 
Have  free  markets  existed  in  countries 
where  political  freedom  was  seriously 
constrained?  Answer:  Yes.  Many  times. 
Many  times.  I  guess  our  struggle  here  is 
with  the  label.  There  are  natural  eco- 
nomic forces.  Free  markets  take  place 
where  these  natural  economic  forces  are 
permitted  to  work.  They  work  without 
any  particular  help  from  governments  in 


Imported  TV  and  radio  receivers  in  Santiago  store 

"In  our  Chicago  classes  we  always  talked  about  the  irrationality 
of  industrialization  by  import  substitution  in  small  economies.  .  .  . 
There  is  no  marketable  item  you  cannot  now  find  in  Santiago." 


an  enterprise, 
larging  market  prices  and  paying  mar- 
;t  wages  and  behaving  in  all  other  re- 
iects  like  a  private  business,  that  enter- 
ise  is  going  to  work  well  and  be  per- 
ctly  consonant  with  a  market 
onomy.  What  I  seem  to  sense  in  Chile 
a  strong  effort  to  make  those  enter- 
ises  that  remain  in  the  public  sector 
ficient.  And  to  make  them  behave  like 
isiness  enterprises  with  economic 
sks  as  their  primary  goal,  rather  than 
political  instruments. 
Gall:  Some  people  say  that  the  kinds 
policies  being  applied  in  Chile  can 
lly  be  put  into  effect  under  a  military 
gime. 

Harberger:  Now  that  I  don't  believe  at 
L.  The  income  tax  system  is  taken  from 
e  Canadians.  The  value-added-tax  sys- 
m  is  taken  from  the  Europeans.  The 
riff  system  reminds  me  of  nothing 
ore  than  what  the  Netherlands  and  Bel- 
um  were  like  before  they  joined  the 


general.  The  natural  instincts  of  individ- 
uals are  going  to  bring  about  market 
transactions  and  market  prices  and 
things  like  that.  One  of  the  principal 
sources  of  unfree  markets  is  the  govern- 
ment itself  intervening  in  the  market 
process  and  dictating  quotas,  prices,  this, 
that,  the  other  thing.  When  you  have  a 
freer  market,  there  is  much  less  of  this 
kind  of  government  activity,  and  in  a 
good  free  market  situation,  government 
policy  is  aimed  at  trying  to  make  that 
market  process  function  well.  Now,  it 
seems  to  me  a  policy  of  low  and  uniform 
tariffs  is  very  good  for  just  about  any 
country.  And  once  you've  got  that,  it 
works  well  and  you  have  a  natural  device 
for  control  of  monopoly  power  inside  the 
economy.  A  natural  device,  foreign  com- 
petition in  the  world  market,  keeps  your 
monopolies  under  control.  I  think  that's 
a  sensible  policy.  It's  market  oriented.  I 
think  it  comes  close  to  what  I  would 
consider  a  free  market  situation. 


Now,  you  can't  say  that  a  military  gov- 
ernment is  required  in  order  to  have  a 
policy  of  low  or  uniform  tariff,  because 
we  have  had  many  examples  in  the  hu- 
man history  of  tariffs  that  were  very  low 
in  many  countries.  Hong  Kong  has  a  very 
low  tariff  policy;  England,  in  the  19th 
century. 

Gall:  What  the  Chilean  government 
has  done  is  bring  inflation  down  from 
508%  in  1973  to  around  38%  last  year. 
Now  this  38%  is  still  considerably  above 
the  historic  average  annual  rate  of  infla- 
tion for  Chile  during  the  postwar  period 
between  roughly  1948  and  1970,  which 
was  around  30%.  What  can  be  done  to 
further  reduce  Chilean  inflation  below 
the  historic  average,  which  has  been 
very  high  for  nearly  100  years? 

Harberger:  Well,  my 
guess  is  inflation  in  1980 
will  be  below  the  historic 
average.  What  makes  me 
say  that  is,  I  perceive  the 
Chilean  inflation  of  the 
last  two  years  to  be  in  the 
main  the  combination  of 
two  things:  Add  up  the 
world  inflation  plus  the 
rate  of  devaluation  in 
Chile  and  you  come  pretty 
close  to  where  the  Chil- 
eans have  been.  As  of  re- 
cently they  have  fixed  the 
exchange  rate  and  I  be- 
lieve they  are  going  to  be 
successful  in  this.  So,  they 
are.  going  to  be  a  fixed- 
exchange-rate  economy 
linked  to  the  dollar  in  a 
period  in  which  there  will 
still  be  a  continuing  dollar 
inflation.  So,  I  would  say 
the  base  level  of  the  Chil- 
ean inflation  would  be  the 
dollar  inflation. 

Gall:  Last  year  Chile 
had  a  trade  deficit  of  nearly  $700  million, 
which  is  more  than  triple  its  trade  deficit 
in  1977. 

Harberger:  Well,  I  say,  thank  God  for 
that  deficit. 

There  are  the  twin  problems  of  unem- 
ployment and  of  high  real  interest  rates 
that  prevail  in  the  Chilean  economy.  I 
think  the  most  natural  solution  to  those 
problems  is  an  inflow  of  foreign  invest- 
ment, inflow  of  money  from  abroad.  Not 
necessarily  just  by  foreign  company  in- 
vestment— it  can  be  Chilean  companies 
borrowing  from  abroad. 

Chile  has  succeeded  in  raising  the  defi- 
cit in  the  trade  balance,  which  in  this 
case  should  be  considered  an  import  of 
real  capital.  It  has  succeeded  in  raising, 
as  you  say,  $700  million  last  year.  And  I 
think  that  is  a  big  help.  I  hope  it  contin- 
ues somewhere  in  that  neighborhood  for 
the  next  year  or  two.  But  a  problem 
arises,  namely,  that  if  the  deficit  be- 
comes too  big  the  country  begins  to  lose 
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credibility  with  the  international  finan- 
cial community  from  which  it  borrows. 
So,  they  are  very  prudent.  Chileans  need 
the  deficit  because  they  need  real  import 
of  capital  to  help  solve  these  twin  prob- 
lems of  high  unemployment  and  high 
interest  rates. 

Gall:  A  final  question:  Is  current  Chil- 
ean economic  development  strategy 
geared  to  the  country's  natural  resour- 
ces— mining  and  forest  products,  the  two 
main  lines  of  development  planned  by 
the  government?  Is  that  right? 

Harberger:  I  wouldn't  put  it  that  way, 
but  it's  not  too  wrong,  either.  I  would  say 
Chilean  strategy  is  to  find  Chile's  com- 
parative advantage  and  use  it.  And  that 
thing  can  turn  out  to  be  in  light  manufac- 
turing— Brazil  has  done  very  well  with 
light-manufacturing  exports. 
Chile's  light-manufacturing 
exports  have  grown,  too.  The 
Chilean  economic  team 
wants  an  economy  that  spe- 
cializes in  whatever  it  can  do 
most  efficiently,  and  they're 
going  to  set  the  rules  of  the 
economic  game  so  those  ac- 
tivities will  thrive. 

Now,   these  tariff  reduc- 
tions caused  a  lot  of  disloca- 
tion, a  lot  of  bankruptcies  of 
firms  and  things  like  that. 
But  the  firms  that  failed  were 
terribly     inefficient  oper- 
ations   judged    by  world 
prices.  Now,  Chilean  indus- 
try has  had  to  meet  the  chal- 
lenge of  world  competition. 
How  do  you  do  that?  You  do 
that  by  specializing,  by  mak- 
ing sure  whatever  you  can  do 
beats  world  prices.  When  you 
can't  beat  world  prices,  you 
don't  do  it.  Now  interesting- 
ly enough,  in  this  process,  if 
you  had  asked  an  average 
economist  in  Chile  ten  years  ago,  "What 
would  happen  if  Chile  had  only  a  10% 
tariff?"  he  would  have  said,  "All  our 
manufacturing  industries  would  go  out, 
there  wouldn't  be  industrial  employ- 
ment." Well,  the  interesting  thing  is  that 
industrial  employment  has  maintained 
itself  somehow.  Sometimes  companies 
did  this  by  reshifting  into  activities  in 
which  they  are  basically  more  efficient, 
which  have  export  potential  and  where 
they  could  survive  and  prosper  as  part  of 
the  world  economy.  I'm  kind  of  surprised 
at  how  successful  this  transition  has 
been  in  terms  of  manufacturing  output 
and  manufacturing  employment.  Cer- 
tainly the  direction  of  movement  has 
been  toward  a  free,  private  economy. 

In  our  Chicago  classes  and  seminars 
we  always  have  talked  about  the  irratio- 
nality of  industrialization  by  import  sub- 
stitution in  small  economies  that  are 
forced  to  provide  huge  subsidies  to  man- 
ufacturing operations,  usually  in  the 


form  of  very  cheap  credit  and  tax  breaks, 
and  to  protect  them  behind  very  high 
tariff  barriers  or  flat  import  prohibitions. 
This  forces  people  to  pay  higher  prices, 
especially  for  goods  that  might  otherwise 
be  imported  more  cheaply  and  with  bet- 
ter quality  control. 

Gall:  What  are  Chile's  implications  for 
the  rest  of  the  world? 

Harberger:  Implications?  I  think  Chile 
has  joined  a  group  of  small  economies 
that  seem  to  be  headed  on  successful 
roads  of  economic  development.  I  in- 
clude in  that  list  Taiwan,  South  Ko- 
rea, Hong  Kong,  Singapore,  Malaysia, 
Greece,  Spain. 

Now,  one  thing  that  is  true  of  most  of 
these  economies  is  they  have  close  links 
and  ties  to  world  economy.  They  made 


Street  scene  in  Puerto  Varus 

"There  are  the  twin  problems  of  unemployment  and  high  real 
interest  rates.  I  think  the  most  natural  solution  to  those 
problems  is  an  inflow  of  foreign  investment." 

themselves  part  of  the  world  economy. 
Spain  in  the  1950s  was  closed.  Around 
the  end  of  the  1950s  there  was  a  big 
policy  reversal  which  opened  the  econo- 
my, and  that  was  when  large  growth 
rates  began.  Malaysia  qualifies  by  my 
definition  of  a  pretty  open  economy. 
Certainly,  Hong  Kong  and  Singapore  do. 
And  Taiwan  and  Korea  do.  That  charac- 
teristic— an  open  economy — best  covers 
this  list  of  successful  smaller  countries 
and  the  Chilean  experience  is  going  to 
fall  into  that  pattern. 

Gall:  Isn't  it  true  that  Chile  only  re- 
cently got  back  to  the  production  and 
income  levels  prevailing  in  the  early  Sev- 
enties? Doesn't  this  dim  the  accomplish- 
ments of  the  current  government? 

Harberger:  Since  1975  the  Chilean 
economy  has  been  growing  at  6%,  7% 
and  now  8V2%  last  year,  so  there's  been 
four  years  of  steady,  unprecedented 
growth.  They  have  more  than  made  up 
for  what  they  lost  in  1975,  and  if  you 


take  the  trend,  let's  say  of  the  1960s,  anc 
project  it  to  now,  they  have  gotten  back 
to  that  trend.  There  has  been  a  dynamic, 
full  recovery  of  the  Chilean  economy. 
Santiago  has  never  looked  better.  Con- 
sumer goods  from  all  over  the  world  are 
readily  available  at  cheap  prices.  All  the 
things  you  get  from  Japan — Sony  tape 
recorders,  televisions,  Honda  cars — are 
readily  available.  There  is  no  readily 
transportable  marketable  item  you  can- 
not now  find  in  Santiago,  and  they're 
within  reach  of  many,  many  people. 

Gall:  Speaking  of  implications  for  the 
rest  of  the  world,  what  was  the  role  ofl 
your  Chicago  boys  in  all  this? 

Harberger:  One  thing  you'll  find  in 
Chile  that  you  will  find  much  less  in  other 
places  is  a  certain  kind  of  consistency,  a 
coherency  of  economic  policy 
that  is  the  consequence  of 
having  a  team  of  people  who 
think  pretty  much  the  same 
on  a  lot  of  major  issues. 

A  high-placed  official  of  the 
International  Monetary  Fund 
once  was  congratulating  me 
on  my  former  students.  He 
said,  "I  go  to  lots  of  countries 
and  I  see  lots  of  young  techni- 
cal economists,  and  they  all 
seem  to  be  very  bright  and 
very  smart.  But,  it's  funny.  In 
the  other  places  they  seem  to 
use  a  lot  of  their  brains  and 
talent  figuring  out  arcane  rea- 
sons why  they  shouldn't  do 
what  good  common  sense  and 
simple  economic  analysis  in- 
dicate probably  should  be 
done.  In  Chile,  by  contrast, 
they  seem  to  use  all  their 
brains  figuring  out  how  to  do 
what  simple  economics  and 
good  common  sense  seem  to 
indicate." 

  You  see,  pretty  much  all  of 

this  group  of  Chileans  in  economic  policy 
positions  know  the  lessons  of  modern  eco- 
nomic analysis.  We're  not  talking  about 
highfalutin  lessons  of  mathematical  eco- 
nomics. We're  talking  about  what  the  role 
of  prices  is  in  resource  allocation  and  what 
the  principles  of  economic  policy  must  be 
to  avoid  distorting  the  economy. 

Gall:  Has  Chilean  economic  progress 
been  achieved — as  the  critics  claim — on 
the  backs  of  Chilean  workers? 

Harberger:  No,  not  all.  There  was  a  dra- 
matic rise  in  real  wages  since  1975,  averag- 
ing more  than  13%  annually,  while  jobs  in 
Santiago  have  increased  by  about  6%  an- 
nually over  the  past  three  years.  Unem- 
ployment is  still  13%  because  of  the  influx 
of  people  into  the  work  force  and  migra- 
tions from  the  provinces  into  Santiago. 
Remember  also  that  Chilean  employers 
still  pay  about  40%  of  wages  and  salaries  as 
social  security  taxes,  so  employment 
might  have  expanded  even  faster  without 
rapid  increases  in  labor  costs.  ■ 
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"  Whose  idea  was  it 
to  pick  St*  Louis 
for  a  meeting!" 


Jazz  up  your  next  meeting:  Come  to  St.  Louis. 

Our  excellent  hotel  and  meeting  facilities  will  set  the  tempo  for  success. 
You'll  also  discover  a  multitude  of  upbeat  activities  and  exciting  nightlife. 
Everything  from  riverboat  restaurants,  ragtime  and  Dixieland— to  the  disco 
beat  of  the  latest  West  County  night  spots. 

And  the  prices  may  surprise  you.  St.  Louis,  for  instance,  is  88%  less  per 
diem  than  Chicago.* 

So  get  the  rhythm  and  keep  it,  from  the  first  session  to  the  last  seminar. 
For  more  details  call  or  write:  John  6.  Walsh,  7900  Forsyth,  St.  Louis,  Mo. 
63105;  (314)  889-2813. 

Copyright  St  Louis  County  Government  1977 
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memo  from 
marsh  &  Mclennan 


The  explosion  in 

Workers*  Compensation  costs: 

What  can  you  do  about  it? 


One  of  the  biggest  prob- 
lems facing  every  company  to- 
day is  how  to  control  the  rapid 
growth  in  Workers'  Compensa- 
tion claims  and  costs.  The  rate 
of  growth  has  been  faster  than 
the  rate  of  inflation. 

Since  1970,  for  example, 
the  maximum  weekly  payout 
for  permanent  total  injury 
climbed  293%  in  California; 
299%  in  Minnesota;  378%  in 
Pennsylvania;  and  a  staggering 
465%  in  Illinois. 


Result:  premiums  keep 
climbing.  Some  companies 
even  consider  themselves  lucky 
if  they're  paying  only  double 
what  they  were  just  three  or 
four  years  ago  for  Workers' 
Compensation  coverage. 

But  that's  just  part  of  it. 
The  administrative  work  in 
handling  claims  takes  time  and 
adds  still  more  to  total  Workers' 
Compensation  costs. 

If  present  trends  continue, 
the  burden  on  employers  will 
continue  to  grow.  New  regula- 
tions and  reinterpretations  of 


existing  regulations  are  mak- 
ing benefits  to  workers  increas- 
ingly generous.  Also,  new  kinds 
of  disabilities  such  as  "cumula- 
tive trauma"  are  being  added  to 
the  list  of  disabilities  that  qual- 
ify for  benefits.  An  example  is  a 
former  federal  employee's  claim 
for  illness  brought  about  by  ex- 
posure to  cigarette  smoke  dur- 
ing working  hours. 

That's  why  many  compa- 
nies turn  to  Marsh  &  McLennan 
for  help  and  answers.  We  han- 
dle more  Workers'  Compensa- 
tion insurance  than  any  other 
broker.  We  can  help  most  com- 
panies develop  programs  to 
reduce  accidents  and  claims. 

Get  new  insights,  learn 
about  alternatives. 

Did  you  know,  for  example, 
that  the  premiums  your  com- 
pany pays  can  be  adjusted  to 
coincide  with  your  cash  flow 
requirements? 

Or  that  if  your  company's 
losses  are  lower  than  your 
industry's  average,  a  "loss  sen- 
sitive" program  can  be  designed 
so  that  you're  not  penalized  for 
other  companies'  experience. 

Our  claims  specialists  are 
prepared  to  audit  your  claim 
files,  review  loss  reserves,  and 
suggest  adjustments,  if 
needed.  We'll  even  act  as  your 
corporate  claims  manager  in 
adjusting  and  settling  claims. 

We  can  help  you  self-insure 
and,  if  you  are  already  self- 
insured,  obtain  excess  W.  C. 
coverage  at  the  best  cost. 

A  closer  look  at  loss  control. 

Common  sense  tells  you 
that  one  of  the  best  ways  to 
control  the  cost  of  Workers' 
Compensation  is  to  control 
losses.  That  calls  for  a  thorough 
evaluation  of  your  premises  to 
remove  hazardous  conditions 
that  could  lead  to  losses. 

Sounds  easy,  but  watch 
out.  Hazards  such  as  loose  car- 
peting are  easy  to  spot.  Others, 
such  as  effluents  in  the  atmo- 
sphere, aren't.  In  many  cases  it 


takes  a  highly  trained  eye  and 
special  equipment  to  ferret  out 
the  dangers. 

That's  where  we,  at  Marsh 
&  McLennan,  can  help. 

We'll  conduct  a  complete 
evaluation  of  your  premises.  We 
can  even  arrange  an  evaluation 
of  water  supplies,  noise  levels, 
and  the  air  you  breathe.  You'll 
learn  if  hazards  exist,  what 
they  are,  and  steps  you  can 
take  to  eliminate  them.  These 
findings  can  be  real  eyeopeners 
—and  a  big  step  forward  in 
reducing  claims  that  increase 
costs. 

Still  more:  if  you  want,  we 
will  also  develop  an  employee 
safety  training  program  geared 
especially  to  your  company's 
specific  needs. 

At  Marsh  &  McLennan,  we 
believe  that  the  rising  cost  of 
Workers'  Compensation  can  be 
controlled  with  the  right  risk 
management  strategy.  Let  us 
prove  it,  starting  with  a  com- 
prehensive evaluation  of  your 
present  program  and  claims 
history.  We  can  also  evaluate 
your  present  facilities  to  see  if 
they  meet  environmental 
standards. 

Contact  Marsh  &  McLennan. 
We  have  more  than  80  offices 


to  give  you  local  service 
throughout  the  U.S. 


For  more  information, 
write  to:  Marsh  &  McLennan, 
Incorporated,  Dept.  900  FB. 
1221  Avenue  of  the  Americas, 
New  York,  New  York  10020. 


Marsh  &  McLennan's  experts  custom-tailor 
Workers'  Compensation  programs  to  suit  your 
company's  specific  needs. 


Marsh  &  

Mclennan  

©  7979,  Marsh  &  McLennan,  Incorporated 


Investment  banker  Mel  Klein,  38,  found  him- 
self by  accident  in  the  top  spot  at  Altamil,  a 
potential  Up-And-Comer.  But  he  already 
seems  to  be  hankering  for  greener  pastures. 

"The  Pritzkers 
didn't  have  to  ask" 


The  Up-And-Comers 


Mehyn  X  Klein  of  Altamil 
"1  do  not  expect  to  retire  from  Altamil  at  age  65. 


repreneur,  John  P.K.  Fontaine, 
long  other  things,  Fontaine  had  de- 
ed a  "fifth  wheel" — the  coupler  link- 
truck  tractor  to  truck  trailer — that 
1  won  the  hearts  of  more  U.S.  truckers 
ji  any  other  fifth  wheel. 
;rom  that  moment  on  there  was  hell 
pay.  "There  was  continual  tension 
ween  John  Fontaine  and  Canfield," 
s  Klein.  "I  think  John  Fontaine  was 
y  unhappy  about  all  that  money  going 

0  the  aerospace  business,  which  was 
ing  money.  And  he  was  right.  But  his 
dency  to  take  on  a  lot  of  debt  leverage 
build  bis  business  made  the  others 
vous.  So  they  couldn't  communicate, 
sy  had  two  formal  proxy  fights." 
'redictably,  while  the  executives  were 
;y  fighting  for  control,  the  business 
:lf  began  to  collapse.  "During  this  pe- 

1  Altamil  got  into  serious  financial 
iculty  with  its  aerospace  companies," 
s  Klein.  "I  mean  very  serious.  It  would 
re  made  a  Harvard  Business  School 
e  study  on  what  could  go  wrong." 
)nce  again,  George  Thompson 
sped  in  and  did  what  had  to  be  done, 
closed  down  or  sold  off  all  the  aero- 
ce  operations  except  one:  the  preci- 
i  aluminum  forging  business.  "That's 
:m,"  says  Klein.  "It  was  the  pioneer  in 
t  field  20  years  ago  and  it's  the  leading 
npany  in  that  business  today.  We 
ke  parts  for  most  of  the  major  aircraft 
I  missile  programs  now  going  on." 

ut  Thompson's  skillful  surgery  didn't 
p  the  feud  between  Canfield  and 
itaine.  So  Thompson  took  matters 
3  his  own  hands  and  contacted  fay 
:zker,  whom  he  knew  casually.  Would 
Pritzkers  be  interested  in  buying  out 
afield?  It  was  a  nicely  timed  move, 
it  before  the  Arab  oil  boycott  of 
:ober  1973.  On  the  advice  of  Mel 
in,  the  Pritzkers  accepted  a  deal  to 
'  a  40%  stake  in  Altamil  for  around 
5  million.  Klein  went  on  the  board  to 
p  an  eye  on  things. 
The  Pritzkers'  investment  philos- 
ly  is  a  very  fundamental  one,"  says 
in  deferentially.  "They  like  good  solid 
inesses  with  good  cash  flow  and  un- 
valued assets.  And  they  were  interest- 
in  George  Thompson.  They'd  seen 
l  take  American  Box  from  a  noncom- 
itive,  irrelevant  entity  in  the  business 
the  leading  company  in  the  wire- 
md-box  business  with  significant  re- 
n  on  investment  and  cash  flow." 
:  took  little  more  than  a  year  for  the 
:zker  presence  to  make  itself  felt, 
netime  before,  Thompson  had  diver- 
ed  into  kitchen  cabinets  in  an  at- 
lpt  to  upgrade  the  end  product  of 
lerican  Box'  sizable  wood  stockpiles, 
the  business  had  never  really  gotten 
the  ground  and  by  early  1975  was 
ng  money  badly.  "Thompson  and  I 
de  the  decision  to  move  out  of  the 
:hen  cabinet  business,"  says  Klein, 
tie   of   the   characteristics   of  the 
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Pritzker  family's  approach  to  business  is 
a  certain  sense  of  urgency." 

But  that  eerie  Flying  Dutchman  curse 
still  clung  to  Altamil.  At  Eagle  Pass  in 
south  Texas  on  Apr.  29,  1975,  a  Mexi- 
can-owned truck  hauling  propane  gas 
overturned,  killing  16  people  and  serious- 
ly injuring  40  others.  Unfortunately  for 
Altamil,  the  truck  was  equipped  with  a 
Fontaine  fifth  wheel  that  had  allegedly 
snapped.  Suddenly  Altamil  was  facing 
$110  million  in  claims  in  the  largest 
product-liability  case  in  Texas  history. 

About  a  year  and  a  half  later  came  the 
crowning  blow — George  Thompson, 
then  56,  was  told  he  had  a  serious  health 
problem. 

For  Melvyn  Klein,  at  35,  a  trained  at- 
torney and  member  of  the  Washington, 
D.C.  Bar  as  well  as  a  senior  officer  at  one 
of  Wall  Street's  most  respected  firms, 
there  was  no  question  about  what  lay 
ahead.  "The  Pritzkers  didn't  even  have 
to  ask,"  he  says.  In  September  1977  he 


"One  of  the  characteristics  of 
the  Pritzker  family's  approach 
to  business  is  a  sense  of  ur- 
gency. I  accepted,  this  posi- 
tion to  resolve  the  company's 
problems  and  make  it  as  suc- 
cessful as  I  can  during  what- 
ever period  of  time  I  have." 


was  named  president  and  chief  executive 
of  Altamil  and  promptly  moved  the  ex- 
ecutive offices  from  New  Orleans  to  Cor- 
pus Christi,  close  to  the  courthouse. 
(One  compensation:  Klein's  enthusiastic 
bachelorhood  had  just  been  brought  to  an 
abrupt  halt  by  a  charming  lady  from  Cor- 
pus Christi,  whom  he  married  in  1976.) 

Klein  spent  most  of  his  first  year  work- 
ing on  the  lawsuit.  In  consultation  with 
Texas  counsel,  the  firm  of  Fulbright  & 
Jaworski,  he  managed  to  settle  those 
$110  million  in  claims  for  $5.3  million, 
the  full  amount  of  AltamiFs  insurance 
coverage  at  the  time  (obviously,  it  is  far 
higher  today).  The  settlement  was  a 
"Mary  Carter  agreement"  (if  plaintiffs 
subsequently  recover  against  any  of  the 
other  manufacturers  associated  with  the 
accident,  Altamil's  insurer  may  get  part 
of  that  $5.3  million  settlement  back — as 
it  is  trying  to  do  now).  In  theory,  Altamil 
remains  potentially  liable  as  a  third  par- 
ty. But  Klein  is  confident  that  the  threat 
of  such  liability  is  remote — at  worst,  far 
less  than  the  $5  million  already  paid. 

In  the  almost  two  years  that  Altamil 
has  been  out  from  under  the  life-or-death 
threat  of  ruinous  lawsuit,  Klein  has  de- 
centralized the  organization  structure, 
bought  in  20%  of  Altamil's  common  (he 
does  not  plan  to  buy  in  more)  and  poured 
funds  back  into  long-neglected  capital 
spending — nearly  $5  million  last  year,  vs. 
just  $650,000  in  1977.  Perhaps  predict- 


ably, John  Fontaine's  truck  operations 
has  gotten  the  lion's  share  ot  that  capital 
despite  considerable  reluctance  on 
Klein's  part.  "There's  no  question  about 
it,"  he  says,  "the  Pritzkers  and  I  have 
had  our  problems  with  John  Fontaine. 
But  what  he's  done  with  the  truck  equip 
ment  business  just  merits  respect.  I  be- 
lieve that  the  financial  control  area  is  not 
one  of  his  strengths,  but  as  he  delivers  on 
what  he  says  he  can  do,  we'll  support 
him."  That  may  be  tough  to  do  this  year 
with  the  truck  equipment  industry  al- 
ready off  quite  sharply — sharplv  enough 
to  make  Klein  predict  a  modest  down 
turn  in  Altamil  earnings  for  the  year. 
Possible  areas  of  dispute  are  Fontaine's 
costly  captive-outlet  distribution  meth- 
od, and  his  ambitious  dreams  of  full-line 
manufacturing,  which  had  already  taken 
Fontaine  into  head-to-head  competition 
with  the  likes  ot  Fruehaui  Corp.  on  stan- 
dard truck  trailers. 

"What  we're  doing  is  basically  taking  .i 
company  that  has  no  historical  reason 
for  having  come  about  and  building  upon 
a  solid  financial  base  with  the  objectives 
of  producing  quality  products  and  solid 
profitability,"  he  says.  Despite  his  past 
experience  as  a  deal'man  on  Wall  Street, 
Klein  rules  out  an  aggressive  acquisition 
program  at  Altamil.  "We're  one  step  at  a 
time,  one  foot  ahead  of  the  other  type 
people,"  he  says.  Altamil  certainly  could 
stand  a  dose  of  that  type  of  management 
for  a  few  years. 

In  an  impeccably  tailored  British  suit, 
Klein  strides  at  a  brisk  New  York  pace 
through  the  French  Quarter  of  New  Or- 
leans. He  tries  gamely  to  put  a  brave  face 
on  his  present  role  as  Altamil's  presi- 
dent. "We'll  have  to  get  you  down  to 
Corpus  sometime,"  he  says  brightly. 
"Great  town."  But  he  seems  uncertain 
about  committing  himself  fully  to  Alta- 
mil's longer-term  future.  "I  accepted  this 
position  to  resolve  the  company's  prob- 
lems and  make  it  as  profitable  and  suc- 
cessful as  I  can  during  whatever  period  of 
time  I  have,"  he  says,  sounding  tenta- 
tive. "But  I  do  have  interests  that  extend 
beyond  Altamil.  I've  spent  some  time  in 
politics,  for  example.  [Klein  was  a  legisla- 
tive assistant  in  Washington  and  then 
the  first  permanent  staffer  of  the 
Humph  rey/Muskie  campaign,  in  the 
course  of  which  he  got  to  know  many 
members  of  the  present  Administration 
quite  well.  He's  also  a  board  member  of 
Playboy  Enterprises,  Inc.  and  of  DLJ's 
venture  capital  arm.|  I  certainly  have  no 
current  plans  to  move  off  to  do  anything 
else.  But  I  do  not  expect  to  retire  from 
Altamil  at  age  65  either." 

Has  the  curse  of  the  Flying  Dutchman 
finally  been  dispelled  at  Altamil?  Is  Alta- 
mil the  sleeping  beauty  it  seems?  The 
answers  to  those  questions  largely  de- 
pend for  now  on  Mel  Klein's  plans  for 
himself.  But  the  potential  is  certainly 
there.— Geoffrey  Smith 

85 


Because  he  tried  to  do  it  all  by  himself,  it  took 
Dan  Terra  15  years  to  get  Lawter  Chemicals 
off  the  ground.  Just  in  the  nick  of  time  he 
learned  that  he  had  to  change  his  ways. 


Entrepreneurial 

trap 


The  Up-And-Comers 


Dan  Terra  of  Lawter  Chemicals 

"They  said  there's  only  one  thing  wrong  and  that's  top  management '." 


Dan  Terra  gazes  fondly  at  an  oil 
painting  entitled  "The  Jolly  Flat- 
boatmen"  that  hangs  in  his  spar- 
tan little  boardroom.  "It  was  done  by  an 
American  named  George  Caleb  Bingham 
in  1848.  I  tracked  it  down  through  the 
dealers  and  tried  to  buy  it  three  years  ago 
at  an  auction.  But  it  had  really  been 
butchered  by  some  amateur  artist  who 
had  dressed  it  up.  So  a  New  York  dealer 
bought  it  for  $980,000.  Later  I  was  in 
New  York  and  saw  it  again.  All  the  over- 
painting  had  been  taken  off.  My  God, 
what  a  difference!  So  I  bought  it.  Hate  to 
tell  you  what  it's  worth  today." 

It  takes  patience  to  build  an  important 
collection  of  19th  and  20th  century 
American  oils  like  Terra's,  which  will 
soon  be  housed  in  a  new  museum  he  is 
building  in  nearby  Evanston,  111.  It  takes 


just  as  much  patience,  says  Terra,  to 
build  a  superb  little  company  like  $68 
million  (sales)  Lawter  Chemicals,  which 
has  a  record  of  22  straight  years  of  earn- 
ings gains,  recently  in  the  17%-a-year 
area,  and  a  better-than-20%  average  re- 
turn on  equity  since  1975  with  virtually 
no  long-term  debt. 

"That  isn't  done  in  a  hurry,"  says  Ter- 
ra with  a  serene  smile  that  masks  many 
recollections  of  pain. 

In  fact,  Lawter  Chemicals  took  so  long 
to  get  off  the  ground  after  opening  for 
business  in  1940  that  Dan  Terra  nearly 
gave  up  on  it.  "In  1955,"  he  says,  "I  was 
offered  a  job  by  Union  Carbide  that 
would  have  paid  me  2Vi  times  more  than 
I  could  possibly  earn  at  Lawter  back 
then.  I  tell  you,  I  was  hard  put  to  make  a 
decision  because  I'd  worked  on  this  com- 


pany for  15  years  while  not  much  ha 
really  happened." 

Sorely  tempted  by  the  Carbide  offei 
Terra  gave  Lawter  Chemicals  one  laa 
chance  for  survival — his  wife  insistec 
He  called  in  management  consultant 
A.T  Kearney,  Inc.  to  assess  Lawter' 
long-term  potential.  If  Kearney  turne< 
thumbs  down,  Terra  would  pack  it  in  am 
go  to  work  for  Union  Carbide. 

Terra  still  vividly  remembers  hov 
frustrated  he  felt  back  then.  "None  of  mi 
ideas  had  worked,"  he  says.  The  son  of ; 
penniless  Italian  immigrant  who  haoj 
worked  his  way  up  to  manager  of  a  Phila 
delphia  printing  plant,  Terra  had  studied 
chemical  engineering  at  Penn  State  and) 
gone  to  work  for  Cuneo  Press,  exploring 
new  types  of  inking  processes.  When 
Cuneo  refused  to  raise  his  budget  bj 
$8,000  so  he  could  expand  the  scope  o 
his  experiments,  the  28-year-old  Terrs 
set  up  shop  independently  in  the  labora 
tories  of  nearby  Enterprise  Paint,  whictl 
financed  him  in  exchange  for  the  right  tc 
manufacture  anything  he  came  up  witfc) 
over  the  next  seven  years — a  commor 
financing  technique  in  those  capital- 
short  times. 

"I  thought  I  could  develop  a  new  pn> 
cess  that  would  do  away  with  the  use  ol 
heat  on  printing  presses,  thereby  permit- 
ting much  faster  runs,"  Terra  recalls. 
"And  I  thought  I  could  develop  a  process 
that  would  eliminate  the  need  for  soli 
vents,  which  were  in  tight  supply  at  the 
time.  But  the  chemistry  just  hadn't  de- 
veloped enough.  And,  of  course,  we 
hadn't  had  the  tremendous  advance  irj 
high-speed  printing  equipment  we've 
seen  since  then.  I  did  manage  to  hire  a 
younger  organic  chemist  named  Henr) 
Ferguson,  who  had  more  research  talent 
than  I  had  and  came  up  with  one  or  two 
very  good  ideas.  But  we  were  really  jusl 
making  a  living  for  ourselves  and  the  fewl 
people  we  employed.  The  company 
wasn't  moving  ahead." 

A.T.  Kearney  rendered  its  verdict.  "In 
the  concluding  paragraphs  they  saic 
there's  only  one  thing  wrong  and  that's 
top  management!"  laughs  Terra.  "They 
said  I  was  making  the  same  mistake 
most  entrepreneurs  make  in  trying  to  do 
too  much  of  it-  myself.  The  basic  ideas 
were  good  and  the  prospects  would  be 
good  if  I  would  just  hire  some  specia 
research,  marketing  and  finance  talent. 
The  minute  I  read  it  I  knew  they  were 
right.  'But  where  am  I  going  to  get  the 
money?'  I  asked.  The  banks  weren't  par- 
ticularly friendly  to  me  in  those  days.  lim 
Phelan,  who  wrote  the  report,  replied, 
'Whether  you  can  afford  it  or  not,  you're 
going  to  have  to  do  it.'  So  I  borrowed 
from  my  relatives,  which  is  not  usually 
the  way  to  go,  but  fortunately  I  was  able 
to  repay  it  in  a  hurry." 

The  new  executives  Terra  hired  earned 
their  keep  almost  immediately  by  con- 
vincing him  of  the  need  for  a  fundamen- 
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"54  years  ago, 
the  first  Ford ever 
Made  in  Germany' 
rolled  off  the 
assembly  line  in 
Berlin.  Today,  we  are  building 
a  new  plant  in  Berlin 
because  we  have  confidence 
in  both  the  future  and  the 
exceptional  manufacturing 
qualities  of  Germany's  largest 
industrial  city. " 

(Heruy  Ford  II  on  the  decision  by  the 

Ford  Motor  Company  to  build  a  production 

facility  in  Berlin). 


Economic  Development 


We  counsel  investors  on  the  advantages  of 
Berlin  and  on  the  constant  competitive  benefits 
of  being  based  in  the  heart  of  Europe. 


Berlin  Economic  Development  Corporation,  1  Budapester  Str.,  D-1000  Berlin  30, Telephone  26 36-1, Telex  184-467 


When  America  heads  for  the  locker  roorr 
name  Greyhound  is  every  bit  as  much  at  hom 
Top-Flite " ,  Maxfli " .  or  Titleist " . 

Greyhound's  Dial  is  the  number  one 
deodorant  soap  in  the  shower  and  a  leading 
name  in  shampoos  and  antiperspirants  as  we 

And  soap  isn't  the  only  way  Greyhound 
touches  our  daily  lives. 

Greyhound  serves  our  transportation  nee 
As  the  number  one  intercity  public  carrier, 
Greyhound  carries  over  56  million  people  to  o  I 


We're  as  basic  to  America  as 18  holes  an 


30  places  a  year.  And  we  build  and  sell  more 
;s  than  any  other  manufacturer. 
Greyhound  serves  our  personal  needs.  Our 
Dur  brand  is  the  number  one  choice  for 
>n  in  the  country  and  number  two  seller  of  hot 
;  nationwide.  And  Greyhound  Food  Service 
s  thousands  of  Americans  daily  under 
'acts  with  everybody  from  the  Air  Force  at 
land  to  the  work  force  at  General  Motors. 
And  Greyhound  serves  our  corporate  needs, 
leader  in  capital  equipment  leasing, 


Greyhound  leases  everything  from  trains  to  the 
railroads  to  jumbo  jets  to  the  airiines. 

Plus,  Greyhound  rents  cars,  writes 
insurance,  fuels  aircraft,  builds  display  booths 
and  generally  does  everything  from  hosting 
Las  Vegas  conventions  to  spinning  the  yarn  for 
Grandma's  shawl. 

In  short,  Greyhound  isn't  just  "the  bus 
company"  anymore;  it's  the  "omnibus  company' 
an  almost  $5  billion,  diversified  corporation 
serving  America  in  a  hundred  basic  ways. 


quick  shower.    Greyhound  Corporation  The  omnibus 


company. 


The  Budd  Alternative: 


"Our  research  works  because  it  asks  questions.  Not  just  because 


"One  of  the  end-products  of 
research  is  the  questions  it 
asks,  because  questions 
inspire  answers  that  can 
benefit  all  of  us." 

In  the  words  of  Gilbert  F. 
Richards,  Chairman  of  the 
Board  and  Chief  Executive 
Officer,  The  Budd  Company, 
"We've  been  asking  questions 
for  more  than  sixty  years,  and 
the  answerswe've  come  up 
with  are  the  products  we 
make.  Products  made  to  an- 
swer the  problems  of  industry." 

When  the  trucking  industry 
needed  a  better  wheel,  our 
Research  and  Development 
people  answered  with  the 
Budd  Ledge-Weld®  wheel, 
the  first  wheel  designed  and 
approved  for  use  with  tube- 
less,  radial-ply  tires.  When  the 
question  was  asked,  what 
could  be  done  to  help  devel- 
oping countries  progress 
more  quickly  we  came  up  with 
our  International  Railcar,  able 
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to  be  shipped  in  pieces  and 
assembled  by  local  unskilled 
or  semi-skilled  workers 
almost  anywhere  in  the  world. 

For  applications  in  the 
recreational,  appliance,  and 
transportation  industries,  we 
recently  developed  Flex-2000, 
a  flexible,  high-strength 
plastic  able  to  be  painted  on- 
line with  steel  parts,  yet  is  non- 
corrosive  and  nearly  33% 
lighter  than  steel.  And  when 
the  world's  energy  problems 
demanded  a  more  efficient 


means  of  transportation,  we 
responded  with  the  Budd 
SPV-2000,  a  self-propelled 
vehicle  capable  of  an  impres- 
sive 320  passenger-miles- 
per-gallon.  It's  tomorrow's 
energy  saver — yet  thanks  to 
our  research — it's  here  today. 

Other  products  of  Budd's 
research  include  an  all-plastic 
electric  car,  a  lightweight  van, 
a  mechanical  anti-skid  brake 
system  for  truck  trailers,  and 
research  in  many  other  areas, 
including  solar  energy 
technology. 

Questioning  present  tech- 
nology for  future  alternatives. 
That's  Budd's  way  of  prepar- 
ing for  the  problems  of  the 
future.  And  that's  important  to 
all  of  us.  Because  whether 
we're  prepared  or  not,  the 
future  is  where  we're  going  to 
spend  the  rest  of  our  lives. 


tal  change  in  strategy:  Stop  trying  to 
develop  a  machine  that  would  achieve 
printing  perfection  and  concentrate  in- 
stead on  producing  ink  vehicles — the 
base  that  carries  the  pigment,  deter- 
mines how  the  ink  runs,  how  fast  it 
dries,  and  imparts  to  it  the  nonrun  char- 
acteristics needed  for  magazine  covers 
and  the  mar-resistance  needed  for  ship- 
ping containers.  It  was  a  daring  proposal, 
since  most  printing  companies  made 
their  own  ink  vehicles,  but  considerably 
less  ambitious  than  Terra's  approach. 
"We'd  been  working  on  new  drying 
units,  new  types  of  printing  presses,  all 
kinds  of  things,  trying  to  develop  a 
complete  system,"  says  Terra,  "because  I 
felt  if  we  didn't  have  the  whole  system 
we'd  have  trouble  selling  it.  But  I  was 
wrong.  We  were  trying  to  do  too  much." 

That  very  year  Lawter  Chemicals  be- 
gan to  show  real  progress,  and  five  years 
later  the  company  went  public.  Terra's 
timing  could  not  have  been  more  fortu- 
nate. New  high-speed  offset  presses  were 


"Perhaps  we  didn't  take  ad- 
vantage of  the  opportunities 
to  make  acquisitions  when 
our  price  I  earnings  multiple 
ranged  from  28  to  60.  But  our 
internal  growth  has  always 
looked  so  promising." 


coming  on  the  market  around  1960  that 
for  the  first  time  were  suitable  for  lucra- 
tive magazine  runs.  The  trouble  was, 
they  couldn't  operate  at  top  speed  be- 
cause the  existing  inks  didn't  dry  fast 
enough — a  vehicle  problem.  Lawter 
managed  to  be  first  on  the  market  with 
its  Thermex  ink  vehicle  that  permitted 
improved  high-gloss  color  reproduc- 
tion— at  25%  faster  speeds.  Now  printers 
were  able  to  "push  the  top  button"  on 
those  new  high-speed  offset  presses. 

Any  profitable  business  is  going  to  at- 
tract competition,  and  Lawter  is  no  ex- 
ception. What  has  kept  it  from  regress- 
ing to  profitability  norms  is  its  ability  to 
keep  coming  up  with  new  and  better 
products  as  fast  as  competitors  can  copy 
its  old  ones.  "We  have  a  high  rate  of 
product  obsolescence — and  new-product 
introduction,"  says  Terra,  "which  is 
what  makes  this  such  a  difficult  business 
for  others  to  get  into." 

One  major  corporation  that  tried  was 
International  Minerals  &  Chemical 
Corp.,  which  bought  one  of  Lawter 's 
much  smaller  competitors  in  1966. 
"After  six  years  of  working  at  it  and 
getting  nowhere,  they  sold  out  to  us," 
says  Terra.  "This  is  a  low-volume  busi- 
ness that  requires  a  very  expensive  prod- 
uct-development effort,  and  that  takes  a 
long  time  to  set  up.  That's  the  key." 
Lawter's  consistent  profitability  has  also 
permitted  steady  capital  spending  on 


ever  more  efficient  facilities  so  that  to- 
day its  plants  are  only  eight  years  old  on 
average.  So  bit  by  bit  the  gap  keeps  wid- 
ening. Today,  with  10%  of  the  world 
market  (some  40%  of  sales  are  overseas), 
Lawter  is  at  least  twice  as  large  as  the 
next  largest  ink-vehicle  producers — Sun 
Chemical  and  Inmont.  Terra  sees  no  rea- 
son why  Lawter  won't  have  20%  of  the 
world  market  in  due  course. 

"We  haven't  diverted  our  interests  to 
other  areas,"  he  remarks.  "I  suppose  one 
could  take  issue  with  that.  People  have 
said  to  me  many  times  that  perhaps  we 
didn't  take  advantage  of  the  opportuni- 
ties to  make  acquisitions  when  for  13 
years,  up  until  1974,  our  price/earnings 
multiple  ranged  from  28  to  60 — as  op- 
posed to  1 1  now.  But  our  internal  growth 
has  always  looked  so  promising  we 
haven't  felt  the  real  need  for  it.  Besides,  I 
think  internal  growth  is  much  more  pre- 
dictable than  acquisitions." 

There  are  still  two  classic  entrepre- 
neurial hurdles  Dan  Terra  doesn't  seem 
to  have  jumped.  First,  he  is  68  years  old 
and  as  yet  has  no  appointed  successor. 
Second,  his  family  still  owns  32%  of 
Lawter's  common — raising  the  question 
of  whether  estate  problems  might  force 
Lawter  to  merge  with  a  larger  company 
someday.  Terra  claims  he  has  jumped 
both  hurdles  already.  "There's  no  estate 
problem,"  he  says.  "We've  been  selling 
stock  for  a  number  of  years  now,  so  the 
family  estate  is  pretty  liquid.  After  all, 
that's  how  we  bought  all  those  paint- 
ings!" As  for  the  question  of  succession, 
Terra  points  out  that,  besides  himself 
and  the  company  secretary,  only  one  of 
Lawter's  top  executives  is  over  46  years 
old.  And  sometime  within  the  next  two 
years  the  Lawter  board,  dominated  by 
outside  directors  from  far  larger  corpora- 
tions, will  pick  one  of  those  executives 
to  succeed  Terra. 

So  confident  is  Terra  of  the  ability  of 
his  younger  associates,  he  has  taken  on 
the  nearly  full-time  job  of  running  Ron- 
ald Reagan's  national  fundraising  effort. 
"I've  been  in  37  states  so  far,"  he  says,  "I 
love  it.  I  really  do.  There's  an  emotion 
connected  with  politics  that  doesn't  ex- 
ist in  business.  It's  exciting.  And  I  like 
the  motivational  part  of  fundraising. 
You're  not  offering  people  anything  in 
return  except  the  feeling  that  they've 
done  a  good  job." 

It's  not  easy  these  days  to  keep  Dan 
Terra  off  his  two  favorite  topics:  fund- 
raising  and  building  his  art  collection. 
He  has  stopped  being  an  entrepreneur. 
And  perhaps  that  is  as  it  should  be.  As 
he  puts  it:  "The  most  important  lesson 
I've  learned  is  that  the  best  thing  an 
entrepreneur  can  do  is  to  cease  being  an 
entrepreneur  in  the  strictest  sense  of  the 
word — to  delegate  authority  and  respon- 
sibility. That's  the  most  difficult  task 
for  an  entrepreneur.  And  it's  also  the 
most  important."—- Geoffrey  Smith 
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Let's  tax  ourselves  before  OPEC  beats  us  to  it. 
An  economist  offers  a  strong  argument  for 
stiff  gasoline  taxes  in  the  U.S. 


A  modest 
proposal 


By  Robert  H.  Nelson 

Despite  the  large  current  inventories 
of  oil  in  the  purchasing  nations,  and  the 
possibility  of  a  short-term  oil  market 
glut,  OPEC  prices  of  $50  to  $70  a  barrel 
in  the  next  few  years  are  far  from  out  of 


the  question.  To  bring  home  the  impact 
of  these  numbers,  they  would  mean  gaso- 
line prices  of  $2  to  $3  a  gallon  and  similar 
prices  for  fuel  oil.  If  it  cost  you  $1,500  to 
heat  your  house  this  winter  it  could  be 
costing  you  $3,000  to  $4,000  in  a  few 
years.  Unless,  of  course,  you  turned 


down  the  thermostat  and  donned  Ion 
lohns — which  I  am  virtually  sure  yo 
would  do. 

Turning  down  the  thermostat  an 
walking  to  the  supermarket  under  thos 
conditions  is  an  example  of  what  erono 
mists  call  price  elasticity — that  is,  th 
effect  of  prices  on  demand.  It's  commo 
sense  that  if  gasoline  costs  $2  or  $3 
gallon  people  are  going  to  feel  quite  di 
ferently  about  car  pools  and  about  cu 
tailing  unnecessary  driving.  Studies  b 
the  Department  of  Energy  suggest  the 
the  shorter-run  price  elasticity  for  gasc 
line  is  probably  about  0.25%.  Tha 
means  a  10%  increase  in  prices  woul 
cut  demand  by  about  2.5%;  a  50%  ir 
crease,  by  12.5%.  These  figures  are  base 
on  European  experience  with  high  gasc 
line  prices  and  on  recent  U.S.  experienc 
as  well.  Over  the  long  run  the  price  elas 
ticity  might  be  much  greater,  but  fc 
purposes  of  this  piece  the  next  few  yeai 
are  more  relevant. 

We  must  find  a  way  to  run  price  elai 
ticity  to  our  advantage  rather  than  t 
OPEC's.  The  way  things  now  stand,  a 
OPEC  raises  prices,  Americans  will  cui 
tail  oil  use,  but  that  is  fine  with  OPEC 
Its  members  simply  get  larger  revenue 
from  the  U.S.  with  less  oil  productior 
the  old  monopolists'  trick. 

Are  we  helpless  before  this  kind  c 
blackmail?  Not  necessarily — and  I  don 
mean,  "Send  in  the  Marines."  We  coul 
snatch  the  pricing  initiative  away  fror 
OPEC  by  imposing  heavy  federal  taxe 
on  oil  use.  This,  like  a  big  OPEC  boos' 
would  hurt  the  consumer  and  cut  oil  use 
but  it  would  achieve  two  things:  Cut  ou 
oil  import  bill  and  keep  more  of  the  oi 
money  at  home. 

Why  would  stiff  gasoline  and  other  oi] 
use  taxes  stop  OPEC  from  raising  prices 
That's  where  price  elasticity  comes  ir 
High  enough  taxes  would  push  tots 
prices  for  oil  up  to  a  level  where  a  give) 
percentage  price  increase  by  OPE( 
would  cause  a  drop  in  U.S.  use  of  OPE( 
oil  that  would  be  so  great  as  to  defea 
OPEC  revenue  aims. 

A  key  factor  in  this  is  the  substantia 
domestic  oil  production  in  the  U.S.  an 
OPEC's  status  as  the  marginal  oil  suppli 
er.  Any  reductions  in  U.S.  oil  use  can  b 
made  to  come  out  of  OPEC  imports 
with  OPEC  currently  supplying  abou 
30%  of  U.S.  oil,  it  takes  only  a  L5| 
decline  in  total  U.S.  oil  use  to  cut  im 
ports  from  OPEC  by  50%.  With  the  im 
position  of  oil-use  taxes,  OPEC  import 
would  become  a  smaller  share  of  U.S 
supply  and  even  more  sensitive  to  a  giv 
en  level  of  U.S.  use  reduction. 

Current  U.S.  use  of  gasoline  is  7  mil 
lion  barrels  a  day,  of  which  OPEC  sup 
plies  about  2.1  million  barrels,  yieldin; 
revenues  to  OPEC  of  about  $23  billion 

Robert  H  Xelson,  an  economist,  has  a  Ph  D  from  Princt 
ton  and  is  the  author  of  a  hook.  Zoning  and  Propen 
Rights  (MIT  Press.  1977). 
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UNWANTED  CHILDREN 

OKLAHOMA  CITY -John  and  Mary  found 
their  parents  on  television. 

They  were  just  two  of  the  thou- 
sands of  children  who  were  not  being 
adopted  because  they  were  "hard  to 
place."  That  usually  means  they're  older, 
have  physical  handicaps  or  belong  to 
a  minority. 

Anchorman  Jack  Bowen  and  news 
executives  of  KOCO-TV  in  Oklahoma 
City  decided  to  do  something  about  it. 
They  drew  on  the  successful  experience 
of  three  other  Gannett  Broadcasting 
Group  television  stations,  WXIA-TV  in 
Atlanta,  KBTV  in  Denver  and  KARK-TV 
in  Little  Rock,  in  televising  adoption 
programs. 

KOCO  wanted  to  introduce  adopt- 
able  children  on  television  to  show  that 


they  act  the  same,  feel  the  same  and 
need  the  same  love  as  other  children. 

But  at  first,  adoption  agencies  in 
Oklahoma  City  refused  to  participate. 
They  said  "It's  never  been  done  before 
here,"  or  "We  can't  subject  the  children 
to  such  public  exposure." 

The  only  way  to  prove  the  value  of 
the  idea  was  to  do  it.  So,  with  the  cooper- 
ation of  one  private  agency,  KOCO  began 
a  weekly  series  called  "Wednesday's 
Child"  to  air  the  story. 

The  first  episodes  were  so  sensi- 
tively handled  that  the  state  welfare 
department  and  several  private  agen- 
cies allowed  the  station  to  do  profiles 
on  other  adoptable  children. 

Viewers  responded  in  the  best  way 
possible.  To  date,  they  have  adopted  25 
of  the  41  children  introduced  on  "Wed- 
nesday's Child."  Nine  are  in  the  process 
of  being  adopted  and  only  seven  are  still 
waiting  to  be  placed.  In  addition,  42  other 
"hard  to  place"  children  not  shown  on 
the  programs  were  adopted  by  viewers 
who  responded  and  called  in. 

And  the  program  is  spreading. 
Child  welfare  agencies  and  stations  in 
other  states  have  inquired  about  the 
series.  Hopefully,  many  more  children 


will  find  new  lives. 

All  of  us  at  Gannett  are  proud  of 
KOCO  and  her  sister  stations.  Their 
efforts  symbolize  the  things  Gannett  is 
most  proud  of:  professional  excellence 
and  a  total  commitment  to  strong,  inde- 
pendent service  to  the  community. 

At  Gannett,  we  have  a  commitment 
to  freedom  in  every  business  we're  in, 
whether  it's  newspaper,  TV,  radio, 
outdoor  advertising,  film  production, 
magazine  or  public  opinion  research. 

That  freedom  rings  throughout 
Gannett,  from  Lansing  to  Little  Rock, 
from  Phoenix  to  Pensacola,  from 
Rochester  to  Reno,  in  news  coverage, 
in  editorial  opinions,  in  community 
service.  Each  member  serves  its  own 
audience  in  its  own  way. 

GANNETT 

A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


IDEAS  AT  WORK  FOR  YOU 


A  plane  that  makes 
peace  with  its 
neighbors. 


The  jetliner  streaks  down  the  runway 
and  soars  skyward.  Below,  babies 
nap  on,  outdoor  conversations 
continue,  undisturbed  by  the  muffled 
hush  of  the  jet  s  engines. 

This  is  the  new  DC-9  Super  80. 
On  takeoff  and  landing,  its  engines 
are  only  half  as  loud  as  those  on  com- 
parable aircraft.  The  high-noise  area 
around  the  airport  for  a  Super  80  is 
shrunk  to  one-fifth  the  size  of  that  pro- 
duced by  other  narrow-body  jetliners. 

The  Super  80  brings  welcome  peace 
to  airport  neighborhoods;  and  to 
airlines,  the  lowest  fuel  cost  per  seat 
mile  of  any  jetliner,  up  to  its  maximum 
range.  Watch  for  the  new  Super  80, 
entering  service  later  this  year. 


Find  out  what's  bugging  you  —fast. 

In  the  hospital  medical  lab,  where 
minutes  count  in  detecting  and 


identifying  disease,  doctors  have 
a  powerful  new  ally.  Our  Vitek 
Automicrobic"  System  pinpoints 
infectious  microbes  50  to  80  percent 
faster  than  conventional  testing.  The 
system  also  suggests  the  most 
effective  antibiotic. 

Quick,  accurate  diagnosis  for  you 
at  a  lower  cost  to  the  hospital.  That's 
something  we  can  all  feel  good  about. 


Carve  metal  with  a  computer. 

Countless  products  of  America's 
manufacturers  take  form  from  shape- 
less slabs  of  metal.  Our  Actrion  "III 
guides  the  cutting  bits  of  a  machine  tool 
with  accuracy,  reliability,  and  economy 
of  operation  that's  unmatched  by  any 
other  machine  control. 

If  you're  shaping  new  products  for 
market,  ask  us  to  help. 


A  plane  that  hides  just  yards  from 
the  action. 

The  AV-8B  is  built  to  deliver  quick, 
effective  close-air  support  to  Marines 
on  the  ground.  It  can  wait  in  a 
clearing— it  needs  no  runway— literally 
yards  behind  the  lines.  When  the 
call  comes,  it  rises  straight  up  to  streak 
off  and  strike  with  up  to  9000  pounds 
of  munitions.  Then  returns  to  its 
hiding  place  to  await  another  call. 

The  AV-8B.  Be  glad  it's  on  our  side. 

At  McDonnell  Douglas,  ours  is  a  world  of 
ideas.  In  flight,  health  care,  manufacturing, 
energy,  data  processing,  communications, 
and  a  dozen  other  fields.  To  learn  more 
about  our  ideas  at  work  for  you,  write 
McDonnell  Douglas,  Box  14526,  St.  Louis, 
MO  63178. 
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A  JOB7  LET  S  SWAP  RESUMES  SEND  YOURS.  WE  LL  SEND  OURS  AN  EQUAL  OPPORTUNITY  EMPLOYER  WRITE  BOX  14526.  ST  LOUIS.  MO  63178 


OPEC  Revenue  from  oil  used  for  gasoline 

($  billions  per  yenr) 

OPEC  price 

current 

50-cent 

$1  i 

1 1  cn 
>I.bU 

(per  barrel) 

gas  tax 

tax 

tax 

t3X 

$10 

$10 

$  8 

$5 

$3 

30 

23 

15 

.  8 

0 

50 

26 

13 

0 

0 

70 

18 

0 

0 

0 

90 

0 

0 

0 

0 

year.  If  OPEC  raises  oil  prices  from 
around  $30  to  $50  a  barrel,  this  would  be 
equivalent  to  a  50-cent-a-gallon  price  in- 
crease. The  best  estimates  by  the  De- 
partment of  Energy  and  others  are  that 
such  an  increase  would  probably  cause 
imports  of  OPEC  oil  for  gasoline  to  fall 
by  around  700,000  barrels  a  day — about 
the  same  amount  that  gasoline  use  has 
already  fallen  in  response  to  price  in- 
creases of  the  past  year. 

Here's  how  a  big  U.S.  gasoline  tax 
would  thwart  that  game:  If  a  50-cent  gas 
tax  is  imposed  first,  OPEC  would  lose 
revenue  by  raising  the  price  to  $50  a 
barrel.  With  the  50-cent  tax  U.S.  gasoline 
usage  would  drop  and  a  $30-per-barrel 
price  would  yield  OPEC  $15  billion  a 
year — a  $7  billion  loss — reflecting  lower 
U.S.  purchases.  Now  suppose  OPEC  tries 
to  recoup  by  raising  the  price  to  $50. 
This  would  then  bring  the  total  gas  price 
increase  to  $1  a  gallon.  Assuming  gas  use 
is  reduced  twice  as  much  by  a  $1  in- 
crease as  with  a  50-cent-a-gallon  in- 
crease, OPEC  imports  would  fall  by  1.4 
million  barrels  a  day  and  OPEC  revenues 
would  be  $13  billion  a  year,  less  than  the 
$15  billion  they  would  get  by  holding 
prices  level.  Similar  assumptions  and 
arithmetic  show  OPEC  revenues  for  a 
number  of  other  OPEC  prices  and  U.S. 
gas  taxes.  The  table  above  shows  why,  if 
a  high  tax  on  gas  and  other  oil  uses  is  not 
imposed,  OPEC  will  have  a  strong  incen- 
tive to  try  to  raise  prices  well  above  $30  a 
barrel.  A  $50  price  would  both  increase 
OPEC  current  revenues  and  allow  more 
oil  to  be  conserved  in  the  ground  for 
future  sale.  A  price  of  $70  would  probably 
be  preferred  by  OPEC;  although  current 
revenues  would  suffer  a  little,  conserva- 
tion of  OPEC  oil  would  be  much  greater. 
However,  a  50-cent  or  &  $l-a-gallon  gas 
tax  eliminates  OPEC's  revenue  incentive 
to  boost  prices. 

By  raising  the  tax  still  higher,  to  $1.50 
a  gallon,  we  could  force  OPEC  to  actually 
lower  prices  or  force  a  situation  where 
U.S.  gasoline  use  would  be  low  enough 
that  no  OPEC  oil  at  all  would  be  pur- 
chased for  gasoline  in  the  U.S.  Such  im- 
pacts on  OPEC  are  based  on  specific  gas- 
demand-elasticity  figures,  of  course,  but 
the  same  impact  could  be  produced  even 
if  the  elasticity  turned  out  somewhat 
differently,  by  setting  higher  or  lower 
levels  of  gas  taxation. 

With  a  gas  tax,  instead  of  standing  by 


and  giving  OPEC  the  opportunity  to 
raise  prices,  the  U.S.  preempts  OPEC  by 
raising  the  price  itself.  Once  gasoline 
prices  reach  a  certain  level,  there  is  no 
more  room  for  still  higher  prices  without 
sharp  revenue  declines  to  OPEC.  By  let- 
ting OPEC  raise  its  price  while  keeping 
U.S.  gas  taxes  low,  the  U.S.  in  effect 
gives  OPEC  room  to  take  for  itself  the 
huge  revenues  that  the  U.S.  could  instead 
collect  from  its  own  high  gas  tax.  Gas  tax 
revenues  could  be  returned  to  the  public 
through  lower  Social  Security  taxes  or 
means  other  than  going  to  OPEC. 

The  U.S.  refusal  to  enact  appropriate 
gas-  and  other  oil-use  taxes  thus  could 
end  up  causing  an  unnecessary  transfer 
of  billions  of  dollars  from  the  American 
public  to  the  OPEC  countries.  In  fact,  it 
probably  has  done  so  already,  but  the 
amounts  could  grow  larger. 

Current  policies  leave  the  U.S.  only 


Gas  tax  revenues  could  be  re- 
turned through  lower  Social 
Security  taxes  or  other  means 
instead  of  going  to  OPEC. 


toping  that  OPEC  will  not  be  able  to 
achieve  the  output  coordination  neces- 
sary to  raise  prices  further  or  will  refrain 
from  raising  prices  out  of  concern  for  the 
the  rest  of  the  world.  As  experience 
shows,  this  may  be  a  very  slim  hope 
indeed  over  the  longer  run.  A  gas  tax 
would  counter  OPEC  in  another  impor- 
tant way  as  well.  OPEC  countries  might 
have  particular  difficulty  in  coordinating 
output  in  the  face  of  falling  revenues  and 
insufficient  total  demand  for  existing 
OPEC  production.  If  this  proved  to  be 
the  case,  a  gas  tax  of  a  modest  size  could 
not  only  deter  increases  but  possibly  help 
to  bring  about  substantial  OPEC  price 
reductions. 

A  gasoline  tax  would  have  the  obvious 
additional  major  benefit  that,  at  what- 
ever the  OPEC  price  turned  out  to  be, 
U.S.  use  of  OPEC  oil  would  be  reduced, 
substantially  lessening  the  burden  of  for- 
eign oil  payments  and  constraints  on 
U.S.  foreign  policy.  The  U.S.  economy 
would  be  better  insulated  from  the 
shocks  of  OPEC's  actions. 

A  U.S.  gas  tax  by  itself  is  not,  of 
course,  the  whole  solution.  The  U.S.  im- 
ports about  17%  of  total  OPEC  produc- 


tion and  40%  of  this  is  used  for  gasoline 
Hence,  while  a  U.S.  gasoline  tax  woul< 
act  to  hold  down  or  reduce  OPEC  prices 
going  further  and  imposing  taxes  on  oth 
er  U.S.  oil  uses  and  on  oil  uses  in  other  oi 
purchasing  nations  cumulatively  woul 
have  a  much  greater  impact  on  OPEC.  / 
number  of  other  major  oil-purchasing  na 
tions  have  already  adopted  part  of  thi 
strategy;  gasoline  taxes  of  $1  to  $1.50 
gallon  are  the  rule  in  Europe. 

The  currently  overwhelming  politics 
resistance  to  gasoline  and  other  oil-us 
taxes  in  the  U.S.  is  due  partly  to  a  failur 
of  the  public  to  understand  why  sucl 
taxes  are  so  essential.  Americans  fail  ti 
understand  they  are  paying  a  high  pric 
for  their  relatively  cheap  oil,  high  indeei 
in  terms  of  lost  national  product  ti 
OPEC,  overall  inflation,  weakness  of  th 
dollar  and  U.S.  loss  of  political  powei 
Apparently  believing  the  educationa 
task  is  too  difficult,  U.S.  political  leader 
ship  has  been  searching  for  hiddei 
means  of  taxation.  Oil  decontrol,  for  ex 
ample,  will  raise  gas  prices  by  5  cents  ti 
10  cents  a  gallon,  much  of  which  will  b 
recovered  through  the  windfall  profit 
tax.  The  government  lets  the  oil  compa 
nies  take  the  heat  of  raising  prices  am 
then  collects  the  tax  from  them.  Bu 
decontrol  by  itself  probably  won't  caus 
sufficient  cutbacks  in  U.S.  oil  use  to  real 
ly  hurt  OPEC. 

Is  a  stiff  gasoline  tax  the  only  alterna 
tive?  No,  an  equally  stiff  fee  on  oil  im 
ports  is  currently  receiving  close  Admin 
istration  consideration.  An  import  fei 
would  have  the  appearance  of  being  di 
rected  against  OPEC  rather  than  U.S 
consumers.  The  fee  would  be  passei 
through  by  the  oil  companies. 

If  the  U.S.  chooses  to  go  the  import  fe< 
route  and  continue  with  domestic  decon 
trol,  U.S.  domestic  oil  prices  would  ria 
by  the  amount  of  the  import  tax  but  par 
of  this  windfall  could  be  recaptured 
the  government  through  an  extension  o 
the  proposed  windfall  profits  tax — or  i 
could  be  channeled  into  exploration  o: 
development  of  alternative  energy  forms 
A  rebate  or  subsidy  system  for  other  oi 
uses  could  be  employed  to  confine  th< 
price  impact  to  gasoline. 

This  combination  of  decontrol  and  s 
high  import  fee  would  be  the  approxi 
mate  economic  equivalent  of  adopting  £ 
gasoline  tax  without  saying  so,  althougl 
with  considerable  additional  administra- 
tive costs  and  with  the  added  danger  oi 
leading  to  a  confrontation  with  OPEC. 

Such  subterfuges  as  excess  profits 
taxes  and  import  quotas  may  be  the  un 
avoidable  price  of  American  democracy 
In  any  case,,  however  accomplished,  high 
taxes  on  oil  use  and  especially  gasoline 
would  do  more  to  solve  the  internal  anc 
external  economic  problems  of  the  U.S, 
than  any  other  single  action.  What  are 
we  waiting  for?  Let's  tax  ourselves  before 
the  OPEC  potentates  beat  us  to  it.  ■ 
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ranks  the  top 
500  companies  in 
Sales,  Profits,  Assets, 
Stock  Market  Value  and 
Number  of  Employees 


Plan  now  to  advertise  in  this  fact-filled  reference  on  America's 
top  companies.  For  more  information,  consult  your  local  FORBES, 
Representative  or  contact:  Stephen  G.  Nicoll,  Director  of  Advertising, 
Forbes  Magazine,  60  Fifth  Avenue,  New  York,  NY  1001 1 .  (212)  620-2200 


THE  NATION'S 
LAKGEST  COMPANIES 
RANKED  POOR  WAYS 


Some  people  thinl 
Bank  of  America 

left  its  hear 
in  San  Francis 


Truth  is,  we  love 
New  York  so  much  we  have 
over  1100  people  here. 


In  fact,  we've  actually  assigned  more 
Global  Account  Officers  to  New  York  than 
we  have  to  our  San  Francisco  headquarters 

Today,  you'll  bump  into  BankAmericans 
all  over  the  city  providing  an  eye-opening 
range  of  services. 

Downtown,  there's  BANY— Bank  of 
America  New  York— America's  largest  and 
longest-standing  Edge  Act  Bank.  The 
people  at  BANY  now  handle  a  significant 
portion  of  all  clearings  in  the  New  York  area 
their  efficiency  can  be  a  valuable  asset  for 


BANKOFAMERCA  NT4SA  MEMBE1  fOIC 


)rnpanies  doing  international  business. 
Uptown,  there's  our  Corporate  Service 
ffice  on  Park  Avenue,  where  Global  Ac- 
>unt  Officers  orchestrate  our  world-wide 
sources  for  their  clients  —  everything  from 
ulti-currency  lines  to  project  financing  to 
ish  management  services.  Each  account 
ficer  is  also  backed  up  by  at  least  two 
her  professionals  who  are  familiar  with 
at  customer's  needs. 
Then  there's  our  New  York  Merchant 
anking  Group  that  handles  private  place- 


ments, mergers,  acquisitions,  and  syndi- 
cations. When  it  comes  to  leasing,  our 
BankAmeriLease  people  are  serving  some 
of  America's  largest  corporations.  It  all  adds 
up  to  a  major— and  growing  — commit- 
ment to  the  New  York  marketplace. 

So  if  you  want  to  deal  with  a  global  bank 
that  loves  to  do  business  in  New  York, 
give  us  a  call  —  local, 
not  long  distance. 

BANKof  AMERICA 


Think  what  we  can  do  for  you. 


Statistical  Spotlight 


Managements  once  again  have  foui 
a  way  to  get  more  smoke  out  of  the 
earnings  chimneys  even  though  the 
isn't  much  fire  in  their  stoves.  T] 
smoke — smoke  screen  might  be  a  bett 
term — comes  from  what  accountan 
call  equity  earnings.  Equity  earnings  a 
profits  earned  by  another  company  bi 
carried  on  your  P&L  statement  as  well , 
on  the  other  company's. 

To  oversimplify,  it  works  like  thi 
Suppose  you  own  100  shares  of  Gener 
Motors.  In  1979  GM  earned  $10.04 
share  and  paid  out  $5.30  in  dividends.  / 
a  shareholder  you  received  $530.  But  yc 
wanted  to  make  your  income  statemei 
look  good  and  you  decided  to  report  yoi 


How  much  smoke?  How  much  fire? 

The  reported  earnings  for  th 

e  latest  fiscal  panies 

.  As  the 

accompanying  story  makes 

year  of  the  48  companies 

listed  below    clear,  there  is 

a  lot  of  difference  between 

reflect  equity  interests  in  yet  other  com-    "equity  interest"  and  cash  in  hand. 

Equity  in 

Investor's 

Equity 

Recent 

Price/earnings  ratio 

earn 

ngs/losses 

net  income 

in  earnings 

price  of 

based  on 

excluding 

total 

per  inves- 

total 

as  %  of 

investor's 

total 

invest- 

Investor— Investment  (%  of  shares  owned) 

(mil) 

tor's  share 

(mill 

per  share 

total  net 

stock 

earnings 

ment 

Aetna  Life  &  Casualty — Geoscurce  (32%) 

$  5.2 

$0.06  $ 

559.5 

$  6.93 

1% 

317a 

4.6 

4.6 

Alexander  &  Baldwin — Pacific  Resources  (21) 

1.7 

0.19 

35.3 

3.89 

5 

29  Vi 

7.6 

8.0 

Allegheny  Ludlum — 

71.5 

7.30 

NA 

31'/g 

4.3 

NA 

Liquid  Air-N  Amer  (33) 

8.1* 

1.09* 

Wilkinson  Match  (44) 

5.7 

0.77 

AMAX— Adobe  Oil  &  Gas  (30) 

2.8E 

0.05 

368.1 

6.54 

1 

553/8 

8.5 

8.5 

American  Financial — 

86,100 

9.16 

14 

30>/2 

3.3 

4.0 

Fairmont  Foods  (27) 

1,610 

0.21 

United  Brands  (28) 

6,910 

0.89 

DSI  (20) 

450 

0.06 

N  American  Mtge  (36) 

-1,280 

-0.16 

Mission  Insurance  (20) 

3,850 

0.50 

Computer  Automation  (24) 

-850 

-0.11 

Natl  Convenience  Stores  (25) 

1,540 

0.20 

American  General  Ins — 

165.5 

6.60 

2 

31% 

4.8 

4.9 

Lincoln  American  (41) 

1.5 

0.06 

Service  Corp  Intl  (20) 

1.3 

0.05 

Richmond  Tank  Car  ( 10) 

0.6 

0.02 

ASARCO— Revere  Copper  &  Brass  (33) 

8.5 

0.28 

259.1 

8.56 

3 

54 

6.3 

6.5 

Bangor  Punta — Lone  Star  Inds  (7) 

3.1 

0.64 

29.7 

5.95 

10 

25  Yi 

4.3 

4.8 

Bendix— ASARCO  (21) 

25.5 

l.ll 

162.6 

7.10 

16 

49 

6.9 

8.2 

Borg- Warner— Hughes  Tool  (21) 

ll.Ot 

0.51t 

166.6t 

7.76t 

7 

397s 

5.1 

5.5 

California  Portland  Cement — Conrock  (34) 

0.9 

0.22 

29.3 

6.95 

3 

42% 

6.2 

6.4 

Callahan  Mining— KRM  Petroleum  (29) 

0.2 

0.03  . 

20.1 

3.42 

1 

34 

9.9 

10.0 

Chessie  System — Natl  Mine  Service  (24) 

0.6 

0.03 

120.5 

6.05 

1 

25>% 

4.8 

4.9 

Clabir— Gen  i    Host  (12) 

LIE 

0.28E 

2.7E 

0.70E 

41 

5% 

7.7 

12.8 

Consolidated  Oil  &.  Gas— RL  Burns  (45) 

-5.4 

-1.09 

2.1 

0.43 

27 

62.8 

17.8 

Curtiss-  Wright — 

33.8 

4.05 

56 

27 

6.7 

15.3 

Lynch  (19)  \ 

1.3 

0.15 

Cenco(16)  J 

Kermecott  Copper  (14) 

17.7 

2.14 

DeLuxe  Check  Printers— Data  Card  (45) 

2.5 

0.22 

38.6 

3.37 

7 

34% 

10.3 

11.0 

DWG— Wilson  Brother  (42) 

-1.0 

-0.16 

5.9 

0.81 

3Va 

3.9 

3.2 

Farm  House  Foods — Scoi  Lad  (41) 

1.5 

0.35 

3.6 

0.90 

41 

4% 

5.3 

8.6 

For  companies  that  can't  create  a  good  earn- 
ings record  the  hard  way,  there  is  a  new  fad  in 
managing  earnings.  It's  called . . . 


Equity  earnings 
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re  share  of  GM  profits.  So,  you  re- 
ed income  of  $1,004  instead  of  just 
3.  The  extra  $474  was  "equity  earn- 
."  For  you,  it  was  not  real  income, 
l  though  it  was  being  reinvested  to 
k  for  you  over  the  long  term. 
:nsibly,  you  wouldn't  count  on  that 
a  $474,  but  a  lot  of  companies  that 

stock  in  other  companies  report  eq- 

earnings  as  though  they  were  in- 
e  to  them.  The  accountants  mandate 

they  do  so,  provided  their  share- 
iings  equal  or  exceed  20%  of  the  oth- 
ompanies'  stock.  You'll  find  equity 
ings  on  a  separate  line  in  many  cor- 
te  P&L  statements.  Although  they 
listed  separately,  they  are  taken  di- 
ly  to  the  famous  bottom  line.  (Divi- 
1s,  of  course,  are  another  matter; 

are  cash  actually  received  and  are 
ited  as  investment  income.  Equity 


earnings,  by  contrast,  are  only  a  book- 
keeping fiction,  consisting  of  the  differ- 
ence between  earnings  and  dividends.) 

The  prime  mover  in  this  smoke-and- 
fire  business  was  Dr.  Henry  E.  Singleton, 
chairman  of  Teledyne.  Shortly  after  the 
unorthodox  Singleton  personally  took 
over  management  of  his  insurance  sub- 
sidiary's stock  portfolio,  he  flouted  con- 
vention by  concentrating  his  invest- 
ments in  a  few  stocks.  His  auditors  ad- 
vised him  of  the  accounting 
consequences  of  Teledyne's  owning 
more  than  20%  of  the  equity  of  Brock- 
way  Glass,  Curtiss- Wright,  Litton  Indus- 
tries and  Reichhold  Chemicals.  The 
auditors  insisted  Teledyne  must  report 
on  a  separate  line  its  proportionate  share 
in  these  four  companies'  earnings  in  Te- 
ledyne's operating  report.  Mind  you,  the 
accountants   didn't   tell   Singleton  he 


could  do  this;  they  said  he  must. 

Singleton  did  not  (and  still  does  not) 
like  consolidating  any  of  TDY's  earnings 
from  investments  because  he  does  not 
consider  equity  earnings  to  be  real  earn- 
ings. He  did  not  like  the  fact  that  includ- 
ing equity  earnings  would  unrealistically 
inflate  Teledyne's  reported  earnings.  Still 
he  surrendered  to  avoid  confrontation 
with  his  auditors. 

The  percentage  would  have  been  high- 
er— and  so  would  Teledyne's  reported 
earnings — if  Singleton  hadn't  held  back 
his  holdings  of  Walter  Kidde  and  Nation- 
al Can  to  under  20%.  By  doing  so  he 
avoided  having  to  consolidate  his  equity 
holdings  in  these  companies,  too.  If  Sin- 
gleton bought  a  mere  $  1 6  million  more  of 
Walter  Kidde  and  National  Can,  Tele- 
dyne's equity  earnings  would  then  jump 
another  $20  million  annually,  since  the 


Equity  in 

Investor's 

Equity 

Recent 

Price/earnings  ratio 

earni 

ngs/losses 

net  income 

in  earnings  price  of 

based  on 

excluding 

total 

per  inves 

total 

as  %  of 

investor's 

vestor — Investment  (%  of  shares  owned) 

(mil) 

tor's  share  (mil) 

per  share 

total  net 
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earnings 

ment 

row  Group — Guardsman  Chemical  (20) 

$  n  3tt 

$  0.09tt 

$  4.9tt 

$  1.5111 

6% 

12 

7  0 

8  ^ 

alf  &  Western— Amfac  (21) 

11.0 

0.23 

227.4 

4.62 

5 

19% 

4.3 

4.5 

inna  Mining — Labrador  Mining  (20) 

11. 0E 

1.23 

54.6 

6.14 

20 

40% 

6.6 

8.3 

irtfield-Zodys—  Three-D  Depts  (20) 

0.3E 

0.08E 

7.2E 

1.92E 

4 

83/4 

4.6 

4.8  • 

inois  Tool  Works — Computer  Products  (22) 

0.3 

0.03 

41 .2 

3.37 

1 

24  % 

7.3 

7.3 

lasco — Hardee's  Food  (28) 

o.ol 

0.32* 

65.4* 

U.OJ  + 

N  A 

IN  A 

45 

7  1 

f  A 

NT  A 
IN  A 

ity  Inds— HMW  Inds  (53) 

2.  or. 

0.53E 

18.0E 

O.OUL 

1  A 

1  HA 

A  1 

4.1 

A  Cl 

:mper  Corp — Gibraltar  Financial  (25) 

z.y 

0.24 

83.2 

6.82 

3 

27  V2 

a  n 
4.U 

A  1 

4.2 

alter  Kidde— EDO  (23) 

n  7F 

0.07E 

84.1 

7.85 

1 

35% 

d  A 
*+.o 

asco — Reliance  Group  (3) 

o.m 

0.45tt 

1.214 

-0.8911 

54 

32  Vi 

def 

def 

asco — Braun  Engineering  (42) 

U.z 

.01 

73.1 

2.80 

26 

9.3 

9.3 

clntyre  Mines — Falconbridge  Nickel  (37) 

7 

16.26 

36.5 

15.33 

106 

98  V* 

0.4 

uet 

onogram  Inds — Craig  Corp  I35E) 

0.5 

0.18 

16.2 

S  78 

3 

o 

46 

8.0 

8.2 

VF— 

70.0E 

0  OOP 

i  a 

71/0 

/  /8 

7  0 

y.o 

APL  (24) 

— U.oc 

-0.00E 

Burnup  &  Sims  (23) 

0.02E 

National  Can  (24) 

I  1  .oh 

0.1 5E 

wer  Test — Alpha  Portland  (33) 

1.2U 

0.57U 

5.4ft 

2.61tt 

22 

22 

8.4 

10.8 

'liance  Group — 

217.2 

23.33 

4 

64 

2.7 

2.9 

Imperial  Corp  of  Amer  (25) 

7.9 

0.86 

Rothschild  Investment  Trust  (22) 

1.0 

0.11 

•ynolds  Metals — Robertshaw  Controls  (27) 

2.3E 

0.12 

177.1 

9.25 

1 

37 

4.0 

4.1 

Louis-San  Fran  Ry — NM/Anz  Land  (51) 

0.5 

0.19 

19.8 

7.47 

3 

69 

9.2 

9.5 

hlumberger — Rowan  Cos  (22E) 

6.1E 

0.05E 

658.4 

5.18 

1 

112 

21.6 

21.8 

ars,  Roebuck — 

843. 0E 

2.65E 

1 

16% 

6.2 

6.3 

Coldwell,  Banker  (21) 

2.7E 

0.01E 

De  Soto  (31) 

2.9E 

0.01E 

Roper  Corp  (39) 

3.8E 

0.01E 

uthern  Union — Supron  Energy  (28) 

4.4E 

0.66E 

34.8 

4.88 

13 

363/4 

7.5 

8.7 

andard  Oil  (Calif)— AM  AX  (19) 

63.7 

0.37 

1,785.0 

10.44 

4 

79¥t 

7.6 

7.9 

n  Chemical — Chromalloy  American  (23) 

lO.Ot 

2.21t 

34.3t 

7.58t 

29 

17  V* 

3.6 

5.1 

perior  Oil — Mclntyre  Mines  (53) 

17.9E 

0.85 

200.3 

9.52 

9 

174'/2 

18.3 

20.1 

ft  Broadcasting — Kinder  Care  (20) 

0.4 

0.04 

30.6 

3.52 

1 

29% 

8.5 

8.5 

ledyne — 

372.0 

27.59 

12 

145% 

5.3 

6.0 

Brockway  Glass  (29) 

Curtiss-Wright  (32)  \ 

44.0 

3.26 

Litton  Inds  (25)  f 

Reichhold  Chemicals  (21)  J 

i  Filter—  Koehring  (23) 

2.7 

0.33 

22.5 

2.01 

12 

15 

7.5 

8.9 

ilco  Natl — Leesona  (24) 

0.3 

0.16 

7.8 

3.57 

4 

22% 

6.2 

6.5 

illiams  Cos — BancOklahoma  (21) 

1.1 

0.04 

69.5 

2.55 

2 

33% 

13.1 

13.3 

>timate  for  1979  based  on  current  holdings     tPro  forma  estimates  tor  1979  based  on  current  holdings. 

ttLatest  12  months.    tPro  forma  estimates  for  latest  12  months 

fed  on  current  holdings.    ttPro  forma  estimate  for  1979  based  on  current  holdings;  Leasco  earnings  per 

share  after  deducting  prelerred  dividends     K  Estimate. 

Not  available    def  Deficit. 
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Lockheed  knows  how. 


Watching  wheat  from  560  miles  up. 

The  world's  vital  breadbasket  is  the  wheat  field  —  it  yields 
our  most  abundant  and  widely  traded  small  grain.  So  wheat 
is  worth  keeping  an  eye  on.  And  doing  just  that  are  a  space 
satellite,  an  elaborate  computer,  and  a  crack,  NASA- 
directed  team  of  300  Lockheed  scientists  and  technicians. 

From  a  satellite  orbiting  560  miles  high,  the  Lockheed 
analysts  receive  continual  visible/infrared  images  of  5- 
by-6-mile  segments  of  the  world's  eight  major  wheat-grow- 
ing areas.  Main  concentration  is  on  the  United  States, 
Canada,  and  the  U.S.S.R.  In  a  painstaking,  high-precision 
process,  they  piece  together  the  images  and  use  weather, 
crop  conditions,  and  farming  practices  to  identify  wheat. 
Then  they  feed  the  data  into  the  computer,  already  pro- 
grammed with  yield  models,  to  analyze  wheat  acreage. 

The  resulting  forecasts  — in  bushels  per  country— are  of 
critical  value  to  American  agriculture  and,  in  particular, 
to  export  planning.  This  technology  may  soon  cover  all 
major  world  crops,  but  the  first  interest  is  wheat . . .  because 
wheat  fields  supply  a  whopping  one-fifth  of  the  total 
calories  consumed  by  mankind. 

Handling  the  information  explosion. 

An  answer  to  researchers'  prayers  is  the  Lockheed  online 
reference  retrieval  system  called  Dialog. 

Used  by  both  spec  ialized  and  public  libraries,  the  com- 
puterized Dialog  short-cuts  the  tedium  of  digging  through 
printed  indexes  and  trac  king  down  cross-referenced 
sources. 

Given  a  subject  category  or  key  words,  Dialog  can 
rapidly  search  any  of  its  100  massive  databases  that  are 


pertinent.  In  minutes,  it  can  return  to  the  library's  compute 
terminal  a  list  culled  from  more  than  30  million  interna- 
tional document  references. 

Dialog  databases  range  broadly  from  the  professional 
and  technical  to  a  complete  indexing  of  370  popular 
American  magazines  and  special  periodicals. 


Best  of  all,  in  view  of  the  information  gathered  and  the 
time  saved,  the  cost-per-search  is  surprisingly  small. 

Helping  a  jetliner  stretch  its  wings. 

'  Computers  on  board  modern  aircraft  are  nothing  new. 
They've  been  applied  in  automatic  navigation,  flight  con- 
trols, automatic  landing,  and  other  functions  for  years. 

But  now  Lockheed  L-1011  TriStar  engineers  have  put 
a  computer  to  a  new,  timely  use  — namely,  allowing 
wingspan  to  be  added  without  the  normal  costly,  time- 
consuming  structural  redesign. 

What  permits  this  'stretching'  of  wings  is  an  advanced, 
exclusive  system  of  Active  Control  ailerons.  Installed  with  th 
new  wing  extensions,  these  ailerons  are  precisely  controlle 
by  the  computer  to  reduce  added  wing  structure  loads. 


nan  in  many  ways. 


i  why  this  change?  Because  of  big  benefits.  Longer 
translate  into  reduced  drag,  a  smoother  ride,  and  a 
iy  reduction  in  fuel  consumption. 


renting  a  floating  traffic  jam. 

last  thing  needed  these  days  is  oil  spilled  upon  trou- 
vaters.  But  in  the  Texas  port  complex  of  Houston/ 
ston,  third  busiest  in  the  nation,  it  was  happening. 
Dlling  the  growing  traffic  of  oil-carrying  tankers  and 
big  ships  was  a  confounding  problem, 
to  prevent  spill-prone  collisions  and  accidents,  the 
ioast  Guard  sought  a  new  way  to  'oversee'  that 
le-long  lacework  of  interconnecting  waterways  and 

ships  operating  there.  The  answer  was  a  Lockheed 
uterized  system  that  enables  the  Coast  Guard  to 
ware  of  ship  traffic  and  take  quick  action  to  block 
tial  mishaps. 

ix  operator  stations,  Coast  Guard  personnel  can  now 


view  graphic  representations  and  listings  of  channel  traffic. 
They  can  spot  vessel  meeting/overtaking  situations  fast. 


New  system  monitors  crowded  trattic  in  Houston /Galveston  port  complex. 

And  with  all  important  vessel  data  on  call,  they  can  make 
ship  movement  through  the  crowded,  inland  canal  com- 
plex far  easier,  faster,  and  safer. 


The  computer  techniques  described  here  are  only  a  few 
of  Lockheed's  current  applications.  In  others,  computers  are 
being  used  to  devise  statistical  maps,  design  aircraft,  speed 
manufacturing  and  production  processes,  save  fuel  in 
flight,  create  and  revise  engineering  drawings,  control  air 
traffic,  cut  energy  costs  in  big  buildings,  and  improve  many 
other  aspects  of  modern  life. 

When  it  comes  to  solving  complex  problems  by  using 
advanced  technologies,  Lockheed  knows  how. 

Lockheed 
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magic  20%  ownership  mark  would  have 
been  surpassed. 

The  game  that  Singleton  is  playing  re- 
luctantly, others  have  begun  to  play  ea- 
gerly. Borg-Warner  CEO  James  F.  Bere'  is 
swapping  a  division  of  his  company  to 
Hughes  Tool  for  Hughes  stock,  raising 
Borg's  Hughes  holdings  from  16%  to 
over  20%.  The  swap  will  permit  Borg  to 
take  in  over  $1 1  million  of  Hughes'  1980 
earnings  into  Borg's  total  profits.  Borg's 
1980  earnings,  which  would  otherwise 
have  dipped  from  1979,  will  now  hold  up 
or  even  increase,  and  the  stock  tempo- 
rarily jumped  8%.  But  what  has  really 
changed?  The  reality  is,  a  division  has 
been  shifted  from  one  company  to  an- 
other. More  smoke  out  of  the  chimney, 
with  less  operating  fire. 

Borg  is  hardly  alone.  Some  companies 
have  made  a  practice  of  triple-counting 
earnings  by  applying  equity  accounting 


principles.  The  case  of  Kennecott  to  Cui 
tiss- Wright  to  Teledyne  is  a  prime  exarr 
pie.  Curtiss-Wright  owns  14%  of  Kennt 
cott  but  consolidates  14%  of  earning 
even  though  it  is  below  the  20%  mark 
Thus  Teledyne,  which  owns  32%  of  C 
W,  must  consolidate  the  Kennecott  equi 
ty  earnings,  too. 

Have  the  accountants,  once  again,  ii 
attempting  to  clarify  matters,  ended  b 
confusing  them?  Perhaps.  The  table  oi 
pages  100  and  101  shows  some  compa 
nies  with  equity  earnings  in  their  bot 
torn  line.  It  shows  the  current  price 
earnings  ratio,  first  in  terms  of  reports 
earnings,  and  then  with  the  equity  earn 
ings  filtered  out.  In  some  cases  the  differ 
ences  are  major.  Does  the  inclusion  o 
equity  earnings  mislead  investors  int< 
capitalizing  earnings  that  are  not  real 
Smoke,  after  all,  is  not  the  same  thing  a 
fire. — Maria  Uitorraca  and  Steplxti  di/barg 


The  accountants  say  a  company  can  coum 
earnings  it  didnt  get — and  may  never  get. 
The  rule  sometimes  comes  in  handy  for  corpo- 
rations, but  ifs  quite  misleading  to  investors. 

Equity  accounting 
isn't  equitable 
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Under  a  1971  Accounting  Principles 
Board  (APB)  ruling,  if  company  A  owns 
between  20%  and  50%  of  company  B,  A 
is  required  to  report  a  portion  of  B's 
earnings — equal  to  A's  percentage  of 
ownership.  Nevertheless,  B  continues  to 
show  100%  of  its  earnings.  It's  called 
equity  accounting  (see  <t<>>y,  p.  100). 

There's  nothing  equitable  about  equity 
accounting.  It  is  grossly  misleading. 

The  crux  of  the  problem  lies  in  how 
you  define  "earnings."  Most  investors 
think  of  earnings  as  the  money  a 
company  has  to  spend — the  dollars  left 
over  after  all  the  obligations  are  taken 
care  of.  But  that's  not  how  the  accoun- 
tants define  it:  "Earnings  are  simply  not 
synonymous  with  cash  or  working  cap- 
ital," explains  Michael  J.  Walters,  a  part- 
ner with  Peat,  Marwick,  Mitchell  &  Co., 
a  big-eight  accounting  firm.  So,  earnings 
aren't  necessarily  dollars  you  can  spend. 


They  are  dollars  that  can  contribute  t( 
assets. 

Fair  enough,  but  this  use  of  equity  ac 
counting  brings  in  alleged  earnings,  nol 
corresponding  revenues.  So  it  can  throw 
off  all  the  common  measures  of  success 
profit  margin,  return  on  equity,  even 
price  earnings  multiples. 

Take  a  modest  example  of  the  result 
ing  confusion:  Giant  Bendix  Corp.  (S3. £ 
billion  revenues)  has  a  21%  interest  ir 
ASARCO,  a  metals  producer.  Bendh 
adds  on  to  its  income  statement  some 
$25.5  million  from  ASARCO,  driving  up 
its  earnings  to  $163  million.  This  de- 
flates Bendix'  current  P  E  from  8.2  to  6.9, 
inflates  its  profit  margin  from  3.6%  tc 
4.2%  and  blows  up  its  return  on  equity 
from  15%  to  a  more  impressive  18%. 

Mark  this,  however:  When  ASARCC 
was  losing  money,  Bendix  carefully  kepi 
its  interest  below  20%.  But  it  became 
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rent  that  ASARCO  was  going  to 
e  money.  So  in  1978  Bendix  signed 

antitakeover  agreement  with 
RCO — an  increasingly  common 
e — then  picked  up  more  stock  and 
ed  to  pick  up  earnings, 
ndix  is  not  doing  anything  shady.  It 
mply  complying  with  generally  ac- 
ed  accounting  principles  (GAAP), 
hat  is  happening  here  is  an  exercise 
?ductio  ad  ahsurdum.  Start  with  a 
y  premise  and  extend  the  logic  fur- 
and  further  until  it  becomes  ridicu- 

Before  1971,  earnings  were  general- 
ought  in  only  when  a  firm  achieved 
%  interest — clear  control — in  a  sec- 
company.  At  that  point  the  two  bal- 

sheets  were  consolidated  entirely, 

minority  interests  in  earnings  sub- 
ed  out.  This  is  still  the  method  that 
sed  for  companies  with  more  than 

ownership. 

dw  that  seems  logical.  You  run  a 
pany,  you  get  the  earnings.  But  that 

entirely  true.  Even  at  51%  you 
:  simply  take  those  earnings.  How- 

since  the  statements  were  totally 
olidated,  the  earnings  ratios  still 

meaning. 

t  companies  liked  the  idea  of  being 
to  report  those  earnings  and  wanted 
irry  it  a  step  further  and  bring  in 
ings  from  minority  investments, 
r  all,  they  said,  you  can  have  control 
the  use  of  much  of  a  firm's  income 
less  than  51%  of  its  stock.  You  can 
:  directors,  and  those  directors  mean 
ence  over  dividend  policy  and  most 
r  major  decisions.  That  influence, 
argued,  should  give  them  the  right 
ow  a  portion  of  the  resulting  income 
heir  own  income  statements.  The 
ainting  Principles  Board  was  com- 
tt,  and  all  that  remained  was  to  pick 
rcentage  at  which  significant  influ- 
would  be  presumed, 
mewhat  arbitrarily,  the  APB  set 
.  20%  as  the  point  at  which  you 
d  presume  control.  Earnings  could  be 
ght  in  with  a  smaller  investment  if 
could  prove  control.  So  now  Saul 
iberg  is  taking  in  3%  of  Reliance 
lp's  profits,  claiming  that  his  own 
co  is  run  by  the  same  group  of  direc- 
and  that  this  demonstrates  control, 
iinberg  is  not  alone.  Bangor  Punta, 
only  7%  of  the  stock  of  Lone  Star 
stries,  is  bringing  in  7%  of  Lone 
s  earnings,  worth  some  $3  million  of 
$29  million  in  earnings, 
le  alternative  to  this  foolishness 
Id  be  to  use  cost  accounting  for  par- 
f  owned  companies,  which  allows  a 
to  show  only  dividends  received  as 
ings — the  pre- 1971  method, 
iring  the  famous  monkey  trials, 
iam  Jennings  Bryan  proclaimed: 
2  Bible  states  it,  it  must  be  so."  Well, 
ty  accounting  is  in  the  accountant's 
:,  but  that  doesn't  necessarily  make 
. — Richard  (ireene 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 

The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  February  26, 1980 

2,200,000  Shares 


National  Medical  Enterprises,  Inc. 

Common  Stock 


Price  $30,625  per  share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 
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Securities  Corporation  Incorporated 
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When  Goodyeai 

you  come 


Ahead  in  easy  rolling  Ahead  in  easier  cooking 

After  extensive  developmental  testing— on  dyna-  Now  you  can  take  meals  straight  from  your  grocers 

mometer.  road  and  test  track— the  Goodyear  Arriva  freezer  and  cook  them  in  any  oven— microwave  or 

is  now  on  the  market.  It  s  engineered  for  the  fuel-  conventional  They  come  packed  in  paper  cooking 

economy  needs  of  the  1980s.  With  a  special  easy-  trays  coated  with  Cleartuf.  a  special  polyester.  They 

rolling  tread  rubber.  And  a  high-pressure  shape  that  resist  grease.  They  withstand  temperatures  over 

you  can  inflate  to  35  psi— which  cuts  rolling  resis-  400CF  And  they  cook  evenly  in  microwave  ovens, 

tance  still  more.  It  also  has  an  aggressive  tread  de-  Goodyear  helped  develop  the  resin  that  makes  this 

sign  for  all-season  capability.  The  Arriva  is  the  latest  possible— and  we  make  more  of  it  than  anyone  else, 
reason  why  more  people  ride  on  Goodyear  tires 
than  on  any  other  kind. 


Arriva*  Cleartuf  *  Permafoam*— The  Goodyear  Tire  &  Rubber  Company 


noves  out  front, 
tut  ahead 


Ahead  in  long  car- fife 

rrosion  and  vibration  are  two  of  your  car's  worst 
smies.  Plastic  and  rubber  components  help  to 
it  them— and  Goodyear  is  the  largest  supplier, 
a  big  market— an  average  car  contains  30  feet  of 
se,  for  example.  And  it's  getting  bigger.  Because 
stic  components,  like  the  front  end  shown  above, 
y  a  big  role  in  saving  weight  to  save  you  gas 


Ahead  in  f  latproof  tires 

Glass,  spikes,  nails— even  bullets  can't  flatten  this 
tire.  It's  filled  with  Goodyear  Permafoam,  so  it  never 
loses  air  pressure.  Permafoam  isn't  suitable  for  cars, 
because  of  cost,  weight,  and  speed  limitations.  But 
it's  saving  millions  of  dollars  in  down-time  on  indus- 
trial trucks,  cranes,  mining  equipment,  logging  and 
exploration  vehicles.  Goodyear  is  the  leading 
supplier  of  foam-filled  tires. 


GOOD /YEAR 
Out  front.  Pulling  away. 


Too  often  some  of  the  most  interesting  issues 
in  accounting  get  lost  in  the  shuffle.  But,  of 
course,  some  of  them  will  be  tomorrow's 
burning  issues.  Consider,  for  example: 


Minor  matters? 


In  fact,  Fox  has  gotten  a  special  w 
from  the  appellate  court  suspending  a 
further  inquiry,  including  the  depositioi 
of  Chairman  Dennis  C.  Stanfill,  until  th 
appellate  court  decides  whether  or  nc 
the  case  should  go  into  arbitration. 

It's  not  just  losing  the  case  that  Fox  i 
worried  about.  The  studio  seems  to  b 
fearful  of  establishing  what  could  be 
dangerous   precedent   by   opening  it 
books  to  Parker.  What  a  mess  of  litig; 


tion  it  could  cause 
tainment  industry. 


in  the  entire  entei 


Numbers  Game 


INFORMATION ,  PLEASE 

"CPA  firms  are  always  skittish  about 
getting  sued,"  W.  Warren  Brown,  assis- 
tant comptroller  of  American  Telephone 
&  Telegraph,  told  Forbes.  "If  anything 
puts  a  cloud  over  a  company's  earnings, 
the  CPAs  protect  themselves." 

Brown  was  reacting  to  Coopers 
&.  Lybrand's  insistence  on  issuing 
a  "subject  to"  opinion  on  the 
world's  largest  company's  latest  fi- 
nancial reports.  In  question  was 
AT&T's  possible  need  to  make  re- 
funds this  year  to  a  number  of  users 
because  of  regulatory  problems. 

A  spokesman  for  C&L  says:  "We 
were  just  following  standard  ac- 
counting rules  by  mentioning  it." 

Brown  understands  that.  Still,  he 
maintains:  "We  had  already  dis- 
closed the  uncertainties  in  a  foot- 
note. Why  show  it  twice?" 

FESS  UP 

Daniel  Boone  is  on  the  trail  of  a 
20th  Century-Fox. 

No,  seriously,  Fess  Parker,  the 
actor  who  played  the  tough,  gun- 
toting,  Indian-shooting  woodsman 
through  165  hour-long  episodes  of 
the  popular  television  show,  is  su- 
ing his  former  partner  and  employ- 
er, 20th  Century-Fox.  Parker  is 
claiming  that  he's  been  cheated  on  prof- 
its from  the  show,  in  which  he  has  a 
40%  interest  under  a  joint  venture  agree- 
ment with  the  studio  and  his  producer 
dating  back  to  1964. 

The  veteran  actor  certainly  has  reason 
to  suspect  he's  been  hornswoggled.  The 
show  had  total  receipts — including  those 
horn  reruns  and  foreign  syndication — of 
over  $38  million.  Yet  not  a  penny  of 


profits  has  been  distributed  to  him. 

Charles  S.  Bargiel,  Parker's  lawyer, 
says  the  problem  centers  on  the  fact  that 
Fox  charged  interest  to  the  joint  venture 
which  produced  the  show  on  money  Fox 
claims  it  loaned  the  venture.  "At  times, 
money  was  charged  on  money  that  the 
venture  didn't  owe  Fox,"  Bargiel  main- 
tains. "Fox  made  paper  advances  to  the 


show,  and  charged  interest  in  real  mon- 
ey. It  came  to  $1  million. 

Just  another  case  of  outraged  actor  ver- 
sus monolithic  studio?  Well,  not  quite. 
Because  what  Parker  really  wants  is  to 
get  Fox  to  open  its  books  to  audit.  Says 
the  actor,  "When  your  partner  refuses  to 
show  you  the  books,  you  have  to  take  a 
stand."  But  Fox  has  strenuously  refused 
to  accept  an  audit. 


A  CAN  OF  WORMS 

Traditionally,  only  utilities  and  som 
real  estate  companies  have  had  the  luxu 
ry  of  capitalizing  interest  on  construe 
tion.  But  about  ten  years  ago  some  firm 
in  other  industries  decided  they  wante 
to  do  the  same.  After  all,  when  you  cap 
italize  interest — adding  it  to  assets  to  b 
depreciated  later  and  avoid  the  charg 
now — it  buoys  up  income  nicely. 

But  the  Securities  &  Exchange  Corr 
mission  didn't  like  the  practice  much.  I 
1974  it  issued  a  moratorium  on  any  mor 
companies  capitalizing  interest,  an 
complained  about  almost  every  aspect  c 
this  kind  of  accounting.  It  asked  for 
Financial  Accounting  Standards  Boar 
ruling  to  provide  comparability  amon 
all  companies. 

After  five  years  of  discussior 
the  FASB  has  moved  in  a  surpri; 
ing  direction:  Instead  of  stoppin 
capitalization  of  construction  in 
terest,  the  board  mandated  it  fc 
1980  by  a  narrow  4-to-3  vote. 

Some  companies  were  delightec 
For  example,  Jim  Walter  Corp., 
building  materials  manufacture: 
really  needed  an  earnings  boost  i 
the  first  quarter  of  fiscal  1980,  a 
earnings  had  dropped  from  SI. 51 
share  to  $1.17.  By  capitalizing  th 
interest  on  coal  mining  project 
and  several  plants  now  being  built 
it  picked  up  another  1 1  cents 
share  on  the  books.  Things  ap 
peared  less  bleak. 

Under  the  new  rule,  firms  wiJ 
not  subtract  interest  from  earning 
on  money  spent  for  constructio: 
while  that  construction  is  going  on 
Rather,  they  will  add  the  interes 
to  their  assets  to  be  depreciate 
over  the  life  of  the  asset.  Just  lik 
bricks  and  mortar. 

The  ruling  applies  to  an 
company  that  meets  two  loose  qualifies 
tions:  It  must  be  in  the  process  of  build 
ing  new  plant  or  equipment  not  yet  read 
for  use,  and  it  must  have  debt. 

The  logic  of  the  accountants'  ruling  i 
basic.  They  make  the  case  that  the  cost  c 
money  for  a  building  is  a  cost  just  lik 
materials  or  manpower.  And  since  ac 
counting  is  based  on  the  precept  tha 
expenses  match  income,  it  doesn't  mak 
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>e  to  expense  interest  charges  on  an 
t  until  the  asset  can  produce  income, 
at  what  if  the  firm  didn't  borrow  any 
ley  for  construction?  Easy,  says 
B  staff  member  Paul  Moverley. 
u've  laid  out  $20  million,  say.  You 
Id  have  used  that  cash  to  retire  other 
:  on  which  you're  paying  interest. 
;ther  you  borrow  or  not,  you've  got  a 
nee  cost.  And  a  finance  cost  is  as 
:h  an  expense  as  the  building  itself." 
kay.  But  how  do  you  put  an  interest 

on  money  that  hasn't  been  bor- 
ed? Moverley:  "Use  a  weighted  aver- 
of  the  total  cost  of  a  company's  other 
o wings."  And  if  those  borrowings 
it  very  low  interest  rates?  "Well,  the 
;ment  allows  discretion." 
that  dialogue  doesn't  make  you  ques- 

the  sagacity  of  the  ruling,  John  C. 
:on,  the  SEC's  chief  accountant  at  the 
;  of  the  moratorium,  says  the  whole 
iputation  yields  "nothing  other  than 
rbitrary  allocation.  It  is  futile." 
:>nald  J.  Murray,  a  partner  with  big- 
t  firm  Coopers  &  Lybrand,  supports 
on:  "Take  a  multinational  company 
1  a  debt-free  subsidiary  in  Japan  that 
set  aside  cash  for  a  new  plant.  The 
pany  may  also  have  a  subsidiary  in 
t  Germany  that  has  borrowed  mon- 
or  working  capital.  The  FASB  rule 
mes  that  the  multinational  could 
:  used  the  money  spent  on  the  build- 
in  Japan  to  pay  the  debt  in  West 
nany.  In  many  cases  this  may  not  be 
er  practical  or  possible." 
espite  the  ruling's  problems,  some 
panies  have  already  joined  the  inter- 
nalization club,  applying  the  rul- 
to  their  1979  earnings.  According  to 
J.  Seidler  of  Bear,  Stearns  &  Co., 
e  include:  Avon,  which  gained  9 
s  a  share,-  Borden,  1 1  cents;  North- 
:  Industries,  16  cents;  and  Phelps 
ge,  65  cents. 

:rhaps  the  most  dramatic  influx  to 
ings  came  to  Norlin  Corp.,  a  $275 
ion  manufacturer  of  musical  instru- 
ts  and  beer.  Hurt  by  the  decline  in 
domestic  musical  instrument  mar- 

Norlin  was  going  to  see  earnings 

66  cents  in  1979  to  $4.25.  Luckily  it 
building  a  modern  brewery  in  Ecua- 
With  interest  capitalized  on  the  $30 
ion  plant — presto  chango — earnings 
5.21,  6%  more  than  1978. 
irprisingly,  the  FASB  has  refused  to 
v  firms  to  restate  prior  years  to  take 
rest  capitalization  into  account.  This 

intensify  the  bulges  in  a  number  of 
lal  reports  next  year,  when  the  ruling 
s  widespread  effect, 
le  SEC  opened  a  can  of  worms  when 
ked  for  an  FASB  ruling  five  years  ago. 
of  like  the  motorist  who  asked  a  cop 

had  to  park  in  a  certain  area. 
>p:  "Yep." 

otorist:  "Then  how  come  all  these 

r  people  didn't  park  there?" 

3p:  "They  didn't  ask." —Richard  Greene 


Despite  odds  and  inertia,  one  man  thinks 
government-generated  paperwork  can  be  cut. 


Lifting  the 
bureaucratic 
burden 


THE  PROSPECT  OF  A  COMMITTEE  of 
the  New  York  County  Lawyers 
Association  deliberating  over  the 
problems  of  red  tape  in  government  may 
not  strike  you  as  a  major  assault  on  the 
bastions  of  bureaucracy.  But  it's  a  begin- 
ning, and  maybe  a  significant  one,  be- 
cause its  chairman,  Richard  A.  Givens, 
now  a  partner  in  the  New  York  law  firm 
of  Botein,  Hays,  Sklar  &  Herzberg,  spent 
16  years  with  the  federal  government 
and  got  a  clear  picture  not  only  of  the 
bureaucratic  process  but  of  what  can  be 
done  by  reasonable  people  to  curb  its 
excesses  and  make  it  more  effective. 

Givens,  47,  served  ten  years  with  the 
U.S.  Attorney's  office  in  Manhattan,  ris- 
ing to  head  of  the  consumer  fraud  unit. 
He  describes  the  office  as  having  "a 
strong  external  pressure  for  results," 
which  requires  it  to  delegate  a  lot  of 
authority  down  the  line.  Then  he  served 
as  regional  director  of  the  New  York  of- 
fice of  the  Federal  Trade  Commission, 
during  a  period  when  the  agency  went 
from  being  an  enforcement  agency  to  a 
rulemaker.  During  the  half-dozen  years 
he  spent  there,  he  observed  the  problems 
that  occur  when  the  heads  of  an  agency 
resist  decision-making  at  the  working 
level.  Then  in  1977  he  left  the  govern- 
ment for  private  practice. 

His  years  in  government  convinced  the 
Columbia  law  graduate  that  there  are 
readily  accessible  opportunities  for  sim- 
plifying the  problems  of  individuals  and 
businesses.  His  committee's  recommen- 
dations have  found  their  way  into  bills 
now  pending  in  the  New  York  State  legis- 
lature. One  bill  would  resolve  some  con- 
flicts between  state  and  federal  regula- 
tions. It  would  allow  New  York  State  to 
accept  compliance  with  federal  regula- 
tions as  compliance  with  state  require- 
ments when  the  two  overlap,  as  they 
often  do.  Another,  aimed  at  eliminating 
paperwork,  would  permit  common  forms 
to  be  used  where  more  than  one  agency 
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Paperwork  foe  Richard  A  Givens 

A  beginning,  maybe  a  significant  one. 

needs  the  same  facts,  such  as  payroll  and 
unemployment  compensation  informa- 
tion. Givens'  committee  wants  govern- 
ment agencies  to  be  required  to  produce 
flow  charts  to  indicate  all  the  instances 
where  paper  is  produced. 

In  commenting  on  the  incredible  flow 
of  paper  generated  by  even  the  most  dis- 
armingly  simple  regulatory  require- 
ments, he  wryly  cites  this  example: 
"Let's  take  'approval  by  the  commis- 
sioner.' That  wouldn't  be  one  step.  That 
might  involve  logging  in  the  request  and 
assigning  it  to  an  employee.  He  prepares 
a  memorandum  recommending  action, 
which  is  then  reviewed  by  the  supervisor 
and  returned  to  the  employee  for  revi- 
sion. The  supervisor  prepares  a  covering 
memo  approving  the  revised  recommen- 
dation, which  goes  to  the  assistant  to  the 
commissioner.  He  analyzes  it,  perhaps 
sends  it  back  for  total  rewrite  or  refers  it 
to  an  evaluation  committee,  which  has 
to  have  a  meeting  at  which  minutes  are 
prepared.  We're  now  about  one-third  of 
the  way  into  the  flow  chart." 

Anybody  who  describes  a  process  that 
mindless  with  Givens'  equanimity  has 
to  be  taken  seriously  when  he  insists 
something  can  be  done  to  lighten  this 
burden  on  our  national  life.  ■ 
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Faces 

Behind  The  Figures 


Edited  by  Robert  J.  Flaherty 


Chandler's  Johnson 

Some  people  who  have  seen  him  in  ac- 
tion think  that  Tom  Johnson  is  at  heart  a 
politician.  Johnson  himself  always  said 
he  was  a  newspaperman.  The  announce- 
ment this  month  that  Johnson  would 
succeed  Otis  Chandler  as  publisher  of  the 
Los  Angeles  Times  suggests  that  both 
views  are  right. 

At  38,  Johnson  becomes  only  the  fifth 
publisher  in  the  Times'  99-year  history 
and  the  first  not  related  to  either  of  the 
newspaper's  founding  families,  the 
Otises  and  the  Chandlers.  Johnson  was 
born  in  Macon,  Ga.,  just  75  miles  from 
Plains,  where  his  father  sold  watermel- 
ons and  firewood  from  the  back  of  a 
truck.  Johnson  got  his  start  as  a  news- 
man at  age  14  when  he  began  stringing 
for  The  Macon  Telegraph 

After  graduating  from  Harvard  Busi- 
ness School,  he  went  to  Washington.  He 
worked  for  President  Lyndon  Johnson 
there  for  three  years  as  a  press  aide  and 
later  went  with  Johnson  to  Texas,  where 
he  eventually  became  executive  vice 
president  of  the  Johnson  family's  Austin- 
based  broadcasting  company.  Otis  Chan- 
dler got  his  first  look  at  Johnson  when 
the  Times  Mirror  Co.  agreed  to  buy  LBJ's 
KTBC-TV  station  in  1971.  Chandler 
liked  what  he  saw.  In  1973  he  hired 
Johnson,  then  31,  to  be  editor  of  the 
lackluster  Dallas  Times  Herald,  which 
Chandler  had  bought  in  1969.  In  five 


Los  Angeles  Times'  Tom  Johnson 


Both  views  are  right. 


years  Johnson  turned  the  paper  into  a 
classy  competitor  to  The  Dallas  Morning 
Sews  and  Chandler  tapped  him  to  be- 
come president  of  Times  Mirror's  flag- 
ship paper,  the  Los  Angeles  Times. 

Johnson  becomes  the  Times  publisher 
just  as  the  paper  begins  a  major  expan- 
sion program.  Over  the  next  five  years 
$1.65  billion  (sales)  Times  Mirror  will 
spend  $215  million  to  enlarge  the  Times 
satellite  printing  plant  in  Orange  Coun- 
ty, build  a  second  satellite  plant  in  the 
San  Fernando  Valley  and  convert  all  of 
the  paper's  presses  to  offset.  "We  need  to 
improve  the  quality  of  our  reproduction 
and  add  color  capacity,  and  most  impor- 
tantly we  need  greater  page  capacity," 
says  Johnson  of  the  expansion  plan.  "To 
meet  increased  competition  from  the 
suburban  dailies  we  have  to  take  off  the 
mechanically  imposed  lid."  The  Times 
already  runs  more  advertising  than  any 
paper  in  the  world  (advertising  revenues 
were  $380  million  in  1979),  and  its  week- 
day circulation  of  more  than  1  million  is 
exceeded  among  metropolitan  dailies 
only  by  the  New  York  Daily  News.  By  the 
time  the  expansion  program  is  complete, 
Johnson  believes  only  a  third  of  the 
limes'  circulation  will  be  handled  by  its 
downtown  Los  Angeles  printing  plant. 

Johnson's  stint  as  publisher  begins 
Apr.  14,  but  it  is  by  no  means  the  end  of 
the  Chandler  regime  at  the  Times.  Chan- 
dler himself  becomes  editor-in-chief  of 
Times  Mirror  Co.  (a  newly  created  posi- 
tion) and  next  year  will  also  become 
chairman  of  the  board.  Then  there  is 
Otis'  son,  Norman,  27,  who  is  in  his 
fifth  year  of  the  same  management  de- 
velopment program  his  father  followed 
before  becoming  publisher  at  the  age  of 
32. — Kathleen  K  Wiegner 


Shooting  for  the  moon 

Eastern  Air  Lines  Chairman  Frank  Bor- 
man  was  unalterably  opposed  to  airline 
deregulation.  That  didn't  stop  the  Civil 
Aeronautics  Board  and  now  that  the 
skies  are  a  free-for-all,  Borman  is  right  in 
the  middle  of  all  the  action. 

Starting  with  a  nearly  bankrupt  airline 
and  a  basically  seasonal  route  structure — 
the  Northeast-to-Florida  corridor — the 
man  who  once  orbited  the  moon  is  now 
trying  to  make  Eastern  a  full-scale  na- 
tional airline. 

Laying  the  groundwork  quietly  over 
the  past  year,  Borman  has  expanded  the 
$2.9  billion  (revenues)  Eastern  from  its 
Seattle  and  Portland  footholds,  into  Den- 
ver, Albuquerque,  Phoenix,  Tucson,  Salt 
Lake  City  and  Reno.  He  intends  to  be  in 
El  Paso  and  Las  Vegas  soon. 

But  his  biggest  shot  surprised  the  in- 
dustry. By  June  1,  Eastern  will  fly  into 
the  richest,  largest,  but  most  competi- 
tive runs  of  them  all:  New  York  to  Los 
Angeles  and  New  York  to  San  Francisco. 
Most  analysts  flatly  predict  Eastern  will 


Borman  of  Eastern  Air  lines 

The  trip  to  the  Coast  may  be  tougher. 


fail  quickly  and  have  to  quit  before  De 
cember  in  its  shoot-out  against  Unitec 
American,  TWA  and  three  others.  Re 
fleeting  Wall  Street's  concern,  Eastern' 
stock  sank  below  $8  a  share.  Rebuts  Bor 
man,  "We've  been  in  the  New  York- to 
Florida  market  for  years  and  we've  hel 
our  own  against  a  lot  more  competitioi 
for  a  smaller  market." 

Borman's  plan  is  based  on  attractin 
coach  business  travelers  who  feel  the 
are  paying  more,  but  getting  less  thai 
pleasure  passengers  who  can  take  advan 
tage  of  a  wide  variety  of  discount  fares 
So  Borman  has  a  new  fare  structur 
called  Cabin  1  and  Cabin  2  which  h 
hopes  will  please  the  traveling  executiv 
more  than  rivals  do  now.  "We  didn' 
want  to  come  into  the  market  as  a  me 
too,"  says  Borman.  "We  must  hav 
something  they  want.  We  have  ove 
30,000  bookings  already  for  a  service  twi 
months  off." 

Borman  says  he  expects  a  profit  withii 
the  first  year.  By  using  his  new  short-rui 
craft  on  the  East  Coast  runs,  he  can  rede 
ploy  Eastern's  older  widebody  aircraft  ti 
the  longer  coast-to-coast  runs.  He  claim 
this  will  bring  Eastern's  transcon  break 
even-point  load  factor  down  into  th 
50%  range— well  below  1979's  65.6%  fo 
the  whole  system. 

Is  Frank  Borman  stretching  his  luck 
Maybe,  but  he's  been  on  a  winnin 
streak  so  far.  Deep  in  the  red  in  1975  an< 
only  marginally  profitable  at  best  in  th 
early  Seventies,  Eastern  Air  Lines  unde 
Borman  got  back  into  the  black  in  197i 
and  has  stayed  solidly  profitable  eve 
since.  Evidently  he  has  been  doing  some 
thing  right.— Stanley  (,insherf> 
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What  price  luxury? 

hackles  of  innkeepers  at  the  vener- 
Savoy  Group  of  hotels  (in  London, 
savoy,  Connaught,  Claridge's  and 
;ley)  went  on  point  last  month 
i  London's  Financial  Times  published 
vey  of  the  costs  of  visiting  65  world 
als.  According  to  the  study,  top  ho- 
rices  in  the  Smoke  (as  Londoners 
:heir  city)  are  the  world's  highest: 
for  room  and  breakfast  in  London, 
14  in  third-place  Paris,  $89  in  15th- 
id  New  York  and  $34  in  last-place 
lg.  Ouch!  That  hurt.  Publicity  like 
10  tourist  center  needs, 
to  counter  it,  Savoy  Group  Chair- 
Sir  Hugh  Wontner  and  Managing 
tor  Giles  Shepard  made  their  own 
y.  Taking  bed,  breakfast,  some 
lering  and  a  drink  at  the  Savoy  as 
imark,  Shepard  informed  journal- 
iver  lunch  that  London's  hotels  are 
vorld's  fifth  most  expensive,  not 
$132  at  the  Savoy,  against  $237  in 

$157  in  Rome,  $148  in  New  York 
135  in  Hong  Kong.  The  survey  was 
however,  a  paragon  of  statistical 
ty.  "It  would  be  unfair  of  me  to 
ify  the  other  hotels,"  Shepard  said, 
ig  out  the  vital  information, 
s  last  thing  the  Savoy  Group  needs 
d  publicity.  It  reported  a  $72,000 
ting  loss  for  the  first  half  of  1979. 
less  was  hurt  by  1978's  well-publi- 
,  strike-torn  winter,  plus  the  raus- 
pound  and  soaring  interest  rates, 
takeover  candidate?  The  takeover 

is  very  active  in  Britain  these  days. 
:  is  an  estimated  $9  in  net  assets 
id  each  of  the  Savoy's  27  million 
shares;  they  sell  at  just  $3.  The 
j  Group  is  virtually  takeover-proof, 
ver,  because  so  much  of  the  voting 
r  resides  in  the  1.3  million  "B" 
s.  These  are  58%  owned  by 
ner  and  Dame  Bridget  D'Oyly 
,  granddaughter  of  the  impresario 


who  built  the  Savoy  in  1889. 

For  now,  then,  the  stockholders'  best 
hope  lies  with  Giles  Shepard's  efforts  to 
cut  costs  and  improve  profits.  Last 
month  the  Savoy's  dining  room  floor 
show  was  axed,  for  a  $500,000-a-year 
saving.  Some  prime  but  low-yielding  lux- 
ury apartments  and  an  office  building  are 
on  the  block  for  around  $6  million  to 
slash  the  group's  $2  million-a-year  inter- 
est bill.  But  there  is  precious  little  Shep- 
ard can  do  about  the  nearly  half  of  gross 
revenues  that  the  company  must  pay  its 


highly  organized  3,500  workers — you 
can't,  after  all,  run  a  true  luxury  hotel 
with  machinery  and  computers  alone. 
"In  our  [luxury  hotel]  business,"  Shepard 
explains,  "the  fact  is  that  when  a  guest 
calls,  someone  must  come." 

So,  if  you  stay  at  the  London  Savoy 
and  the  bill  turns  you  pale,  there's  this 
consolation,  if  consolation  it  be:  Most  of 
the  money  is  going  into  the  employees' 
pockets  and  darned  little  into  those  of 
the  proprietors.— Laurence  Minard 


Mettler  of  TW  in  bis  Waldorf  suite 
Sometimes  you  know  exactly  what  you 


should  do. 


rcl  of  Savoy  Croup 
leone  must  come.' 


Moments  of  truth 

Ruben  Mettler  has  his  epiphanic  mo- 
ments— those  flashes  when  an  essential 
meaning  becomes  clear  through  some 
simple  and  direct  experience.  He  tells  of  a 
time  he  planned  to  become  a  lawyer  and 
instead  became  an  aeronautical  engineer. 
After  studying  humanities  for  a  year  at 
Stanford  University,  he  signed  up  with 
the  Navy  in  1942.  It  was  there,  Mettler 
says,  "Somebody  decided  I  was  an  engi- 
neer— not  me.  That  decided  it  and  I  found 
that  I  liked  it  very  much."  He  went  on  to 
study  at  the  California  Institute  of  Tech- 
nology, became  a  leading  light  in  the  early 
space  programs,  and  rose,  at  53,  to  be 
chairman  of  Cleveland-based  TRW  Inc., 
that  high-class  $4.5  billion  (revenues) 
auto  parts,  electronics  and  space  technol- 
ogy conglomerate. 

Somewhere  along  the  line  Mettler,  a 
tall  man  with  a  relaxed  manner,  had  an- 
other such  experience,  although  it  was 
more  gradual  and  less  dramatic  than  the 
first  one.  It  made  him  realize  that  infla- 
tion in  the  U.S.  was  making  a  quantum 
change,  capital  markets  were  drying  up 
and  bis  company,  if  it  were  to  continue 
prospering,  would  have  to  adjust.  Adjust 
how?  By  becoming  more  profitable. 
When  you  are  as  profitable  as  TRW,  that 
takes  some  doing.  Last  year  it  earned  $6 
a  primary  share — 18%  on  stockholders' 
equity  and  more  than  4%  on  sales. 


Mettler  thinks  that  18%,  though  good, 
isn't  high  enough  to  compensate  for  the 
inroads  that  double-digit  inflation  makes 
in  a  business'  real  earnings,  nor  high 
enough  to  generate  the  capital  that  the 
bond  and  stock  markets  may  no  longer 
provide. 

His  new  goal  for  the  inflationary' 
Eighties:  a  23%-to-25%  return.  That 
would  be  enough  to  handle  15%  infla- 
tion, he  figures,  and  leave  a  margin  of 
10%  or  so  for  real  profits.  The  implica- 
tion is  that  Mettler  is  increasingly  going 
to  question  every  capital  dollar  spent.  It 
means,  too,  that  he  is  counting  on  plen- 
ty of  new  commercial  products  in  auto 
and  truck  parts  and  electronics  to  be 
spun  off  from  TRW's  booming  defense 
business.  "The  only  way  we  have  a 
prayer  of  financing  our  projected  capital 
budget  is  to  be  more  hard-nosed  about 
profit,"  says  Mettler. 

Are  his  new  goals  overly  ambitious? 
You  could  have  said  the  same  thing 
about  the  goals  he  set  in  1975  to  reduce 
debt,  achieve  a  return  of  15%  and  main- 
tain 35%-to-40%  common  dividend 
payout. — Gerald  Odenmg 

The  great  paper  chase 

For  owners  of  old  stocks,  bonds  and  oth- 
er securities,  Jack  Lewin  could  be  better 
than  a  recently  deceased,  childless  rich 
uncle.  We  repeat,  could  be. 
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From  his  red-and-white-painted  office 
in  a  Chicago  suburb,  Lewin,  67,  a  former 
trade  magazine  editor,  sniffs  out  lost  for- 
tunes around  the  country  through  Stock 
Value  Reports.  For  a  flat  SIS  fee  and  30% 
commission  if  the  certificate  turns  out  to 
be  valuable,  Lewin  will  take  on  what 
others  consider  the  impossible.  "It's  like 
diving  for  treasure,  but  I  don't  have  to 
fight  off  sharks,"  chuckles  the  blue-eyed 
Lewin.  Sometimes  he  wins  big  and 
sometimes  he  wipes  out. 

It's  up  to  the  Dallas  courts  whether 
he'll  win  on  his  biggest  find,  unredeemed 
stock  certificate  number  390  in  the  Tex- 
as Pacific  Land  Trust,  which  he  came 
across  while  looking  for  information  on 
the  Texas  Central  Railway  for  a  client. 
The  certificate  today  represents  54,000 
shares  of  Texaco,  worth  S4  million,  in- 
cluding splits  and  dividends. 

The  certificate  turned  up  in  musty  old 
records  stored  at  the  Wells  Fargo  Bank  in 
San  Francisco  for  the  past  75  years.  The 
records  showed  that  certificate  390  was 
placed  in  the  bank's  custody  by  Captain 
loseph  R.  De  Lamar,  a  former  sea  salvage 
captain  and  mining  tycoon  who  amassed 
S20  million  on  the  stock  market  before 
he  died  in  1917.  He  took  the  certificate 
as  collateral  on  a  loan  to  one  Joseph  Deck- 
er. Lewin  located  De  Lamar's  only  daugh- 
ter, an  82-year-old  dowager  millionairess, 
in  Florida.  The  court  is  deciding  who  has 
the  right  to  the  certificate,  the  daughter 
or  the  Decker  clan.  "If  Decker  had  repaid 
the  loan,  the  certificate  would  have  been 
surrendered  to  him.  That's  the  touchy 


issue,"  muses  Lewin. 

There's  an  even  touchier  issue  where 
Lewin's  potential  SI. 2  million  commis- 
sion is  concerned.  Lewin,  it  turns  out, 
was  never  commissioned  to  make  the 


search  in  the  first  place.  Whether  Y 
earns  anything  for  his  efforts  is  up  1 
whoever  wins  the  right  to  the  certificat 
May  the  best  shark  win.— lisa  Gross 


Fegen  of  Attorneys  Office  Management 
Instant  respectability  for  sale . 


All  but  the 
Phi  Beta  key 

When  Paul  Fegen  graduated  from  the 
University  of  Southern  California  law 
school  in  1961  he  was  looking  for  a  place 
to  hang  his  shingle,  but  he  could  not  find 
any  good,  affordable  space  to  rent.  What 
started  out  as  a  problem  turned  into  a 
$10  million-a-year  business — the  Los 
Angeles-based  Attorneys  Office  Manage- 
ment, Inc.,  Fegen 's  privately  owned  cor- 
poration which  deals  solely  in  subleasing 
packaged  space  to  attorneys. 

"It  seemed  like  such  a  natural  thing," 


Leu  - ui  of  Stock  Value  Reports 
Certificate  39Q  could  be  a  biggie. 


he  says.  Fegen,  in  effect,  rents  wholesal 
and  rerents  retail.  He  usually  starts  b 
taking  a  whole  floor  in  a  high-rise  buil< 
ing  on  a  master  lease  from  the  owner.  H 
then  remodels  it  into  a  first-class  la1 
suite,  with  about  50  offices,  which  b 
then  subleases  for  S400  to  S600  a  mond 
Included  in  the  monthly  fee  are  a  recq 
tionist,  a  switchboard  operator  a  la1 
library  and  a  conference  room,  all  pacl 
aged  into  a  posh  atmosphere  designed  I 
supply  instant  credibility  for  the  atto 
ney.  With  around  1.4  million  square  fet 
leased  and  some  2,000  tenants,  Fegen  hi 
60  suites  in  operation  in  southern  Cal 
forma.  He  plans  to  do  the  same  thing  i 
Miami,  Dallas,  Las  Vegas.  PhiladelphL 
Salt  Lake  City  and  Kansas  City. 

Fegen  attnbutes  his  success  to  goo 
timing.  "I  did  it  primarily  in  the  earl 
Seventies,"  he  says,  "when  there  was 
glut  of  space.  For  55  cents  or  so  a  squai 
foot  I  got  20-  to  30-year  leases  that  ai 
now  going  for  three  times  that."  Fege 
has  had  offers  of  SI  million  or  more  t 
sell  one  of  his  leases,  but  so  far  he  hasn 
sold  one. 

There  is  an  interesting  paradox  in  F< 
gen's  life:  He  sells  respectability,  instar 
respectability;  the  proceeds  give  him  th 
luxury  to  indulge  a  highly  eccentnc  pei 
sonality.  He  wears  his  hair  to  his  shou 
ders,  with  a  beard  to  match,  and  decc 
rates  his  penthouse  office  with  such  art: 
facts  as  a  three-foot  model  of  a  Micke 
Mouse  watch.  Well,  why  not-  Isn't  he  i 
a  branch  of  show  biz — renting  props  t 
lawyers?— Ellen  Paris 
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1979  Performance  Profile  Crouse-Hinds  Company 


There  are  two  words  to  describe  the  performance  of  Crouse-Hinds 
Company  in  the  1970s  . . .  profitable  growth.  1979  was  no  exception. 
For  the  eighth  consecutive  year,  net  sales,  net  income,  equity  per 
common  share,  dividends  declared  per  common  share,  and  fully 
diluted  earnings  per  share  all  set  new  records. 

We  built  a  solid  financial  foundation  during  the'70s  with  which 
to  support  our  plans  for  continued,  rapid  growth.  We  enter  the  1980s 
with  over  45,000  domestic  electrical  products,  many  of  them  highly 
innovative.  And  from  our  19  plants  in  the  USA  and  10  plants  in  7 
other  countries,  we  can  meet  the  needs  of  our  markets  worldwide. 
We're  ready  to  meet  the  challenges  of  the  energy-conscious  1980s. 

Because  our  business  is  electrifying  ideas. 

For  a  copy  of  our  1 979  annual  report,  write  to  the  Vice  President, 
Corporate  Affairs,  Crouse-Hinds  Company,  P.O.  Box  4999, 
Syracuse,  NY  13221. 


FULLY  DILUTED  EARNINGS  &  DIVIDENDS  DECLARED 
PER  COMMON  SHARE 


NET  SALES 
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1975  1976 
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1979 

Year  Ended  December  31 

Net  Sales 

1979 
$372,274,000 

1978 
$324,213,000 

Operating  Expenses 

322,131,000 

285,554,000 

Net  Income  Before  Taxes 
Taxes  Based  on  Income 

$  50,143,000 
22,762,000 

$  38,659,000 
1 7,601 ,000 

Net  Income 

$  27,381,000 

$  21,058,000 

Earnings  Per 
Common  Share:* 

Primary 

$2.24 

$1.83 

Diluted 

$2.15 

$1.66 

Dividends  Paid  Per 
Common  Share:* 

$0.81 

$0.62 

"Restated 


Our  business  is  electrifying  ideas. 


CROUSE-HINDS 
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ETC  WHAT? 


TIME's  Answer  Bank  has  some  interesting 
lew  facts  about  today's  beverage  alcohol  market. 


TIME's  Answer  Bank  is  the  largest  single 
source  of  vital  marketing  information  in  the  mag- 
azine industry.  There's  nothing  else  like  it. 

The  long  list  of  reports  and  data  available 
from  the  Answer  Bank  can  give  you  new  insights 
into  exactly  who  buys  what  brands  of  liquor,  beer 
and  wine,  how  much  money  they  have  to  spend 
and  in  what  markets  and  neighborhoods  they  are 
concentrated.  And  a  lot  more. 

Even  if  you're  a  beverage  alcohol  marketer 
with  your  own  extensive  data,  specialized  studies 
available  from  the  Answer  Bank  might  help  you 
further  define  your  sales  potential  and  refine  your 
market  thrust. 

And  what  if  you  happen  not  to  be  a  bever- 
age alcohol  marketer?  TIME's  Answer  Bank  can 
give  you  the  same  kind  of  information  assistance 
whatever  your  field— financial,  automotive,  travel, 
you  name  it.  The  research  people  we  use  are  the 
finest  in  the  field.  Our  samples  are  fastidiously 
drawn. 

And  besides  our  array  of  market  studies,  we 
provide  an  abundance  of  "real  world"  data  such 
as  Census  and  Bureau  of  Labor  Statistics  infor- 
mation. We'll  also  provide  in-depth  analysis  of 
syndicated  research. 

The  adjacent  box  contains  an  example  of 
the  kinds  of  data  we  can  provide  beverage  alco- 
hol marketers  (and  others  with  similar  distribution 
patterns  and  customer  profiles).  If  any  is  of  inter- 
est to  you  or  if  you  have  any  other  inquiries,  write 
on  your  letterhead  to  Seth  Bidwell,  Director  of 
Marketing  Services,  TIME,  Time/Life  Building, 
Rockefeller  Center,  New  York,  N.Y.  10020. 


Some  of  our  recent  reports. 


SIP/ZIP  Marketing 
Study. 

Quintile  ZIP  Marketing 
Analysis  of  liquor,  wine 
and  beer  consumption  in 
the  top  100  U.S.  metro 
markets,  based  on  the 
TIME  life-style  index  and 
Share  of  Intake  Panel 
data. 

The  Gold  Mine  Years. 

Life-style  and  drinking 
habits  of  the  young 
affluent  marrieds. 

The  Affluentials. 

A  Monroe  Mendelsohn 
analysis  of  the  economic 
clout  of  America's  fastest- 
growing,  most  important 
market,  based  on  the  9 
million  adults  who  live  in 
$40,000+  households. 

Profile  of  the  profit- 
able guest. 

A  study  of  guests  staying 
at  Best  Western, 
LaQuinta,  Marriott  and 
Western  International 
chains. 

Premium  Liquor 
Brands  Market  Study. 

An  analysis  of  the  past, 
present  and  future  mar- 
ket for  premium  brands. 


ZIP  Marketing 
Reports  on  Liquor  and 
Wine  Case  Sales. 

Four  studies  of  leading 
brands  in  Pennsylvania, 
Ohio  and  Iowa  pinpoint- 
ing areas  of  high  sales 
concentration.  Brand 
case  sales  trends  also 
available  back  to  1973. 

Case  Sales  in  Leading 
Metropolitan  Areas. 

Four  reports  providing 
estimated  case  sales  of 
liquor/wine/beer  by 
product  types. 

Case  sales  and  adver- 
tising expenditures  of 
leading  liquor  brands 
(1970-1979). 

"Spirits  of  '79". . . 
Liquor/Wine/Beer 
Market  Reports. 

A  general  analysis  of  the 
U.S.  beverage  alcohol 
markets. 

Patterns  of  Drinking 
among  College 
Students. 

A  report  providing  the 
incidence  of  and 
frequency  of  drinking  dif- 
ferent types  of  alcoholic 
beverages  among  college 
students  as  well  as  their 
brand  preferences. 


THE  ANSWER  BANK 

The  marketing  information  service  of  TIME 
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In  50  years  Hercules  picked  up  a  lot  of  fat 
around  the  middle.  Al  Giacco  put  the  com- 
pany on  a  crash  diet.  Look  at  it  now. 


Mr.  Nice  Guy 
he  wasn't 


By  Harold  Seneker 


Since  Alexander  F.  Giacco,  60, 
took  over  the  job  of  president  and 
CEO  of  Hercules,  Inc.  back  in  the 
fall  of  1977,  700  middle  managers — as 
well  as  three  of  the  eight  corporate  vice 
presidents — have  left  the  diversified 
chemicals  manufacturer.  Many  were  per- 
suaded to  retire  early;  the  rest  were  fired. 
Among  the  many  consequences  of  that 
purge,  the  most  measurable  has  been  the 
$45  million  cut  in  payroll.  Even  for  a 
giant  like  Hercules,  with  sales  in  1979  of 


$2.3  billion,  that  is  a  major  piece  of  cost- 
cutting,  amounting  to  nearly  19%  of  last 
year's  $238.4  million  in  pretax  profits. 
"And  we're  not  done  yet,"  says  Giacco 
with  a  certain  pride. 

In  1971  the  company  had  netted  $1.34 
a  share  on  sales  of  about  $850  million; 
six  years  later,  just  before  Giacco  took 
over  the  top  job,  it  required  more  than 
twice  that  sales  volume  to  produce  just 
two  pennies  more  in  earnings  per  share. 
Push  the  figures  and  you  can  see  the 
problem:  $900  million  more  in  sales  for 
$5  million  more  in  profits. 


Hercules'  Giacco  in  his  Wilmington,  Del.  office 
Many  were  persuaded;  the  rest  were  fired. 


What  Giacco  has  been  up  to  involve 
more  than  just  fat-trimming.  He  is  in  th 
midst  of  the  company's  first  reorganiz. 
tion  after  50  years  of  playing  it  safe  an 
not  rocking  boats.  And  though  he  sai 
he's  not  done,  Hercules  has  already  gor 
through  a  notable  turnaround  since  h 
arrived. 

In  1978,  Giacco's  first  full  year,  ear 
ings  rose  to  a  record  $2.36  per  share  d 
sales  of  $1.9  billion.  Last  year  salt 
climbed  20%,  and  earnings  did  even  be 
ter,  $3.27  plus  a  62-cent  special  cred 
from  the  sale  of  its  pigments  divisioi 
Along  the  way,  Hercules  has  managed  1 
vault  over  most  of  the  other  maji 
chemical  companies  as  its  return  on  e< 
uity  hit  21% — right  below  Dow  and  on 
par  with  Du  Pont. 

You  wouldn't  know  how  profitab 
Hercules  is  by  looking  at  its  stock,  whic 
sells  for  only  a  shade  over  6  times  ean 
ings.  Wall  Street  analysts,  expecting 
recession,  are  forecasting  flat  earning 
for  the  company  this  year.  But  that 
upbeat  for  a  once  highly  cyclical  con 
pany  that  saw  earnings  plunge  65%  du 
ing  the  last  recession. 

Chairman  Werner  C.  Brown  occupit 
one  end  of  the  13th  floor  of  the  Delawai 
Trust  building,  a  nondescript  bank  buih 
ing  in  downtown  Wilmington,  Del.  th: 
has  been  Hercules'  headquarters  for  6 
years,  ever  since  it  was  spun  out  of  th 
Du  Pont  explosives  monopoly  by  cou: 
order  in  1912.  (Explosives  now  accour 
for  less  than  5%  of  sales.) 

At  the  other  end  of  the  building,  i 
the  much  larger,  mahogany- trimme 
president's  office,  sits  Giacco,  ebullien 
radiating  energy  and  good  cheer.  Tb 
courtly  Brown,  61,  handpicked  Giacc 
to  be  the  hatchet  man  while  he  remair 
Mr.  Nice  Guy. 

"When  I  came  here  I  was  kind  of  bigo 
ed  about  what  ought  to  be  done,"  Giacc 
says.  "I  certainly  wasn't  a  fan  of  the  ol 
system.  We  were  divided  into  seven  op 
erating  groups.  Each  was  like  a  separat 
company,  with  its  own  research  staff,  it 
own  marketing  staff,  its  own  financi: 
staff,  everything.  You  never  knew  wb.£ 
was  really  going  on  out  there.  When 
came  to  the  13th  floor  in  1974  there  wer 
1 1  senior  management  men.  Now  ther 
are  5,  and  when  they  retire  they  won't  b 
replaced.  I  don't  want  anybody  on  thi 
floor  who  isn't  line." 

Giacco  himself  had  been  vice  pres 
dent  of  corporate  planning  and  had  sper 
a  total  of  34  years  at  a  string  of  manage 
ment  jobs  before  that.  So  he  was  ahead 
very  clear  on  what  to  do  when  he  too 
over  the  company.  He  reorgamzed  Hei 
cules  along  strictly  functional  lines — pui 
ting  all  the  reins  of  power  in  his  ow 
hands  and  instantly  making  entire  layei 
of  middle  management  redundant,  to  sa 
the  least. 

But  how  to  make  a  $2.3  billion  corpc 
ration   with   24,000   employees,  o\t 
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)0  different  products  and  operations 
!,6  countries  respond  to  the  absolute 
trol  of  one  man?  First  came  close 
trols.  "The  financial  man  at  every 
it  wears  two  hats,"  says  Giacco.  "He 
arts  to  the  plant  manager  and  directly 
he  corporate  comptroller."  Across  the 
1  from  Giacco's  office,  a  computer  ter- 
lal  throws  quarterly,  monthly  and 
y  sales  reports  on  the  screen  at  the 
ch  of  a  button.  "If  I  see  something 
t  piques  my  curiosity,  I  can  get  break- 
ras  now  of  every  single  product,  by 
ntry." 

iiacco  has  16  men  he  calls  "business 
ds,"  each  with  responsibility  for  a 
jp  of  products.  They  pursue  problems 
sales,  production,  distribution,  re- 
ch  and  other  areas.  "They  have  no 
f  of  their  own.  They  function  out 
re  as  my  eyes  and  ears  and  legs — they 
Drt  directly  to  me,"  says  Giacco.  Dis- 
ss between  business  heads  and  line 
pie  are  settled  quickly  by  Giacco  him- 
,  That  sounds  something  like  the  way 
old  Geneen  ran  ITT — as  an  extension 
imself. 

he  other  leg  of  Giacco's  approach  was 
ake  one  step  further  Hercules'  tradi- 
lal  business  of  making  something  out 
ext  to  nothing.  In  the  1920s  the  com- 
y  discovered  a  thriving  business 
Id  be  had  from  old  pine  tree  stumps — 
older  they  were,  the  richer  they  were 
rosin,  which  became  a  company 
nstay.  Then  came  cotton  linters — 
fuzz  left  behind  on  ginned  cotton 
Is,  which  proved  a  dandy  source  of 
ulose. 

1  the  1950s  the  company  went  into 
ochemicals  in  a  big  way,  taking  the 
te  gases  flared  off  at  refineries  and 
ling  them  into  polypropylene,  an  in- 
isingly  important  plastic,  of  which 
cules  is  now  the  world's  largest  pro- 
er  (1.7  billion  pounds  a  year,  ahead  of 
IPs  1.4  billion  pounds).  And  in  the 
Os,  grapefruit  and  orange-peel  left- 
rs  from  Florida  juicing  operations  be- 
ie  the  source  for  pectin  and  a  wide 
;e  of  other  products, 
iacco  felt  this  was  all  to  the  good  but 
:  Hercules  wasn't  wringing  enough 
its  out  of  such  innovations.  "Value 
ing,"  exclaims  Giacco.  "That's  the 
to  success  in  the  chemicals  business, 
e  rosin.  We  were  the  biggest  bulk 
lucers  and  sellers  of  rosin  for  many 
rs.  But  the  end  products  made  from  it 
5  times  as  valuable  as  the  rosin  itself, 
v  we  don't  sell  a  single  pound  of  rosin 
iuch:  We  sell  things  like  adhesives, 
is  and  fragrances  for  perfumes."  He 
;s  that  the  total  company  average 
le-added  ratio  is  3  times  the  raw  ma- 
als  cost  now,  and  that  real  growth  is 
6%  rate. 

iacco  is  committing  Hercules  to  $1.4 
ion  in  capital  spending  through 
4 — the  gross  cost  of  all  its  existing 
lities  was  $1.7  billion — and  has  been 


getting  out  of  businesses  that  aren't  prof- 
itable and  some  that  are,  if,  like  the  pig- 
ments business,  they  don't  fit.  Hercules' 
heavy  position  in  intermediates  for  pro- 
ducing polyester  fiber,  a  very  sick  indus- 
try, is  another  one  slated  to  go  sometime 
in  the  future. 

Why  hadn't  Brown  himself  carried  out 
the  changes  Giacco  was  already  loudly 
calling  for  when  he  arrived?  We  asked 
him.  "I'm  inclined  to  follow  the  normal 
course  to  the  best  of  my  ability,"  he 


replied.  "Besides,  the  folks  on  the  execu- 
tive committee  felt  the  1960s  and  the 
early  1970s  were  not  a  time  to  make 
such  big  changes.  We  were  making  good 
money  then — the  polyester  business  was 
going  great  guns." 

Isn't  it  a  fair  question,  though,  to  ask 
why  management  didn't  take  action  ear- 
lier, anticipating  the  troubles  instead  of 
merely  reacting  to  them?  Maybe  then  Al 
Giacco  wouldn't  have  had  to  use  his  ax 
quite  so  ruthlessly.  ■ 


Japans  Canon,  having  blitzed  the  quality 
camera  market,  is  now  after  bigger  game. 


Xerox, 
here  we  come 


By  Kathleen  K.  Wiegner 

Unlike  many  Japanese  business- 
men, who  find  it  distasteful  to  dis- 
cuss their  competitors  in  anything 
but  the  most  oblique  terms,  Canon  Presi- 
dent Ryuzaburo  Kaku  is  happy  to  let  you 
know  how  his  company  was  able  to 
crack  Xerox'  virtual  stranglehold  on  the 
market  for  copiers.  "Xerox  was  too  con- 
fident," says  Kaku  flatly.  "It  was  the  only 
company  making  a  plain-paper  copier, 
and  it  only  made  expensive  models  to 
make  more  money.  That  gave  us  a  place 
to  enter  with  a  less  expensive  machine." 

Such  bluntness  helps  explain  why  Can- 
on has  become  one  of  Japan's  premier 
companies  in  the  last  decade.  It  began  in 
1933  as  a  tiny  optics  maker.  Under  the 
direction  of  Dr.  Takeshi  Mitarai,  a  gyne- 
cologist who  joined  the  company  in  1935 
and  now  serves  as  chairman,  it  has 
grown  into  a  $1.2  billion  (sales)  diversi- 
fied precision-instrument  outfit.  With  a 
25%  share  of  the  world  market  for  high- 
quality  cameras,  it  is  the  world's  largest 
camera  manufacturer.  Now,  as  Xerox  and 
others  are  learning,  Canon  is  putting  its 
considerable  muscle  to  work  in  the  rap- 
idly expanding  market  for  office  equip- 
ment. Since  Canon  exports  70%  of  its 
product,  that  muscle  is  certain  to  be  evi- 
dent in  the  U.S.  market,  where  Dr.  Mi- 
tarai's  nephew,  Fujio  Mitarai,  is  presi- 
dent of  Canon  USA. 

Since  1975,  when  Canon  first  really 


Canon  President  R\>uzaburo  Kaku 
Copying  its  success  in  cameras. 

became  a  factor  in  the  U.S.  copier  busi- 
ness, it  has  moved  into  fifth  place,  be- 
hind Xerox,  IBM,  Savin  and  Eastman  Ko- 
dak. It  has  exploited  Xerox'  weakness  by 
invading  the  booming  market  for  small- 
er, slower  copiers  that  sell  for  thousands 
of  dollars  less  than  Xerox'  big,  sophisti- 
cated machines.  Worldwide,  Canon  ma- 
chines account  for  nearly  20%  of  the 
sales  of  plain-paper  copiers;  and  more 
than  half  of  the  2  million  plain-paper 
copiers  sold  worldwide  last  year — includ- 
ing those  made  by  Savin,  Sharp,  Ricoh 
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FRUEHAUF  CORPORATION 

A  trailer  company. . . 


Robert  D.  Rowan 

President  &  Chief  Executive  Officer 


"A  number  of  specific 
questions  concerning  the 
Fruehauf  Corporation  have 
been  raised  by  investors 
and  the  financial  commu- 
nity. I'd  like  to  answer 
some  of  these  questions 
and  give  you  a  better 
insight  into  the  operations 
and  activities  of  Fruehauf." 

Fruehauf  is  generally 
known  as  a  truck-trailer 
manufacturer.  Are  they 
involved  in  other  areas  of 
manufacturing? 
Very  much  so.  While  it  is  true  that 
truck-trailers  represent  the  largest 
single  area  of  our  business,  Frue- 
hauf s  activities  include  operations 
in  three  other  major  manufacturing 
areas:  automotive,  maritime  and 
aerospace. 

Our  automotive  operations  con- 
sist of  the  manufacture  and  sale  of 
wheels  and  brake  components  for 
passenger  cars,  trucks,  truck-trail- 
ers, industrial  and  agricultural 
equipment,  and  recreational  vehi- 
cles. Our  maritime  and  aerospace 
operations  include  shipbuilding  and 
ship  repair  services,  along  with  the 
manufacture  and  sale  of  container- 
handling  equipment  and  numerous 
components  used  in  the  aerospace 
industry. 

The  maritime  and  aerospace 
operations  are  responsible  for  the 


increasing  growth  of  Fruehauf 
Corporation.  And  they  are  areas 
that  we  believe  will  continue  to 
show  a  very  positive  trend  for  the 
future. 

Diversification  has  been 
mentioned  as  a  disadvan- 
tage on  Wall  Street.  How 
has  Fruehauf  diversifica- 
tion strengthened  the 
company? 

First  of  all,  what  is  considered  a 
disadvantage  by  some  Wall  Street 
analysts  is  the  "conglomerate,"  not 
the  concept  of  diversification.  A 
conglomerate  is  often  a  melange  of 
unrelated  activities  in  unrelated 
industries  accumulated  by  the 
parent  company  whose  main  objec- 
tive is  sales  growth.  We  feel  diver- 
sification within  the  transportation 
industry  as  it  is -has  definitely 
strengthened  both  our  sales  and 
earnings  position. 


Growth  in  Net  Earnings: 
1974-1979  (Dollars  89 
in  Millions) 


23 


25 


74      75      76      77      78  79 


I  usually  associate  Kelsey- 
Hayes  with  wheels.  What 
else  does  this  subsidiary  of 
Fruehauf  manufacture? 

It's  easy  to  understand  why  you 
immediately  associate  wheels  with 
Kelsey-Hayes.  It  is  the  largest 
independent  designer  and  manufac- 
turer of  automotive  wheels  in 
North  America.  But  it  is  also  North 
America's  largest  independent 
manufacturer  of  automotive  brakes 
as  well. 

Products  for  the  aerospace  and 


defense  industries,  the  sales  of 
which  are  at  an  all-time  high,  also 
represent  an  important  part  of  its 
operations.  These  products  are 
numerous  and  growing  in  volume. 
Two  frontrunners  are  transmis- 
sions for  helicopters  and  turbine 
parts  for  jet  engines.  Kelsey-Hayes 
is  currently  turning  out  jet  engine 
parts  for  the  new  F-16  U.S.  Air 
Force  fighter  plane. 

How  is  the  performance 
of  Fruehauf  s  maritime 
operations? 

The  situation  in  this  area  of  our 
business  has  improved  dramatic- 
ally and  the  future  looks  even 
more  promising.  Jacksonville  Ship- 
yards and  Maryland  Shipbuilding  & 
Drydock  Company  on  a  combined 
basis  achieved  record  results  in 
1979.  Sales  were  up  approximately 
16%  while  earnings  increased  by 
53%.  The  backlog  for  these  opera- 
tions as  of  December  31,  1979,  was 
66%  higher  than  a  year  ago.  We  are 
optimistic  that  our  shipbuilding 
and  repair  operations  will  continue 
to  improve  in  the  1980's,  especially 
in  light  of  the  U.S.  government's 
announced  intention  to  increase 
defense  spending  and  its  attitude 
toward  strengthening  the  U.S. 
naval  fleet. 

Fruehauf  apparently  has  a 
sizable  International  Divi- 
sion. Explain  Fruehauf  s 
ownership  structure  in  its 
international  operations. 

Yes"  we  do  have  a  sizable  interna- 
tional operation.  In  fact,  we  are  the 
only  company  in  our  industry 
which  is  actually  worldwide  in 
scope.  In  1979,  the  total  worldwide 
sales  of  Fruehauf  products  outside 
of  the  United  States  and  Canada 
was  approximately  $700  million. 
We  operate  complete  sales,  service, 
and  manufacturing  operations  in  17 
countries  and  are  represented  in 
over  50  others  through  sales  offices 
and  distributors.  As  for  ownership 
structure,  that  ranges  from  100% 


md  a  whole  lot  more. 


lership  to  just  license  agree- 
nts,  depending  on  the  situation 
;ach  of  the  countries. 


iat  role  does  the  Frue- 
uf  Finance  Company 
ly  in  the  overall  opera- 
ns  of  the  company? 

ially,  the  Finance  Company  was 
Drporated  to  finance  the  trailer 
ducts  of  the  corporation  as  it 
n  existed.  But  since  that  time, 
ehauf  Finance  has  developed 
)  an  $800  million  business -the 
i  largest  captive  finance  com- 
ly  in  the  country.  Today  it  not 
y  finances  the  full  spectrum  of 
ehauf  products  and  services - 
rything  from  trailers  to  ship 
airs,  container-handling  and 
icultural  equipment,  plus  auto- 
tive  and  aerospace  products,  it 
also  become  a  full  service 
incial  institution  for  the  custom- 
of  the  corporation. 

iat  is  the  status  of  the 
'C's  order  that  Kelsey- 
lyes  divest  a  substantial 
rtion  of  their  operation, 
iw  will  this  affect  the 
rporation? 

June,  1979,  an  appeals  court 
3d  against  the  FTC  order  of 
estment.  And,  later  in  the  year  a 
eral  appeals  court  turned  down 

FTC's  request  for  a  rehearing, 
e  FTC  has  decided  not  to  appeal 

matter  to  the  Supreme  Court, 
erefore,  this  topic  has  been 
icluded  and  the  merger  will  not 
disturbed. 

iat  effect  is  the  current 
cline  in  automobile  sales 
ving  on  Kelsey- Hayes's 
siness? 


The  slump  in  new  auto  sales  is 
obviously  being  felt  by  Kelsey- 
Hayes,  but  not  as  much  as  one 
might  think.  In  the  first  place,  K-H 
makes  wheels  for  vehicles  other 
than  automobiles -heavy-duty 
trucks,  truck-trailers,  off-highway 
vehicles,  farm  tractors,  utility 
vehicles,  to  mention  some  of  the 
most  important.  Also,  while  sales 
of  big  cars  have  fallen  off  substan- 
tially, those  of  the  new  small  cars 
have  been  increasing  at  a  fast 
pace-cars  like  GM's  new  X-series, 
Chrysler's  Horizon,  and  the  Volks- 
wagen Rabbit.  These  new  car  mar- 
kets for  wheels  and  brakes  are 
compensating  in  a  major  way  for 
the  drop -off  in  the  big  car  market. 

Kelsey-Hayes  is  also  developing 
a  wide  range  of  new  products  for 
the  growing  emergence  of  front 
wheel  drive  models.  In  addition, 
the  after-market  parts  business  - 
which  tends  to  increase  when  new 
vehicle  sales  are  down-has  been 
growing  at  Kelsey-Hayes. 

Have  there  been  any  signs 
of  recession  within  Frue- 
haufs  trailer  operations? 

Yes.  New  trailer  sales  have  de- 
clined somewhat  in  certain  mar- 
kets. However,  because  our  trailer 
line  is  so  diversified  we  have  the 
opportunity  to  perform  consider- 
ably better  than  many  of  our  com- 
petitors in  periods  of  relatively 
weak  new  trailer  sales  volumes. 
Certain  types  of  trailers  are 
actually  experiencing  increasing 
demand.  For  example,  our  sales 
backlog  for  dry  and  liquid  bulk 
trailers  is  at  an  all-time  high. 

In  addition,  our  widespread  fac- 
tory branch  sales  and  service  out- 
lets-all wholly  owned  and 
centrally  controlled -have  been 
achieving  substantial  growth  not 
only  in  parts  and  service  sales  over 
the  past  ten  years,  but  in  truck 
equipment  sales  as  well. 

And,  spurred  by  the  country's 
need  to  save  energy,  the  railroads 
are  buying  increasing  numbers  of 
our  trailers  for  piggybacking -the 


hauling  of  loaded  trailers  on  rail- 
road flatcars.  Meanwhile,  we  are 
currently  the  recipients  of  an  order 
for  15,000  small  trailers  suitable  for 
hauling  behind  an  automobile.  This 
order-which  truly  represents  real 
product  diversification  into  the 
consumer  area -will  be  benefitting 
both  Fruehauf  and  Kelsey-Hayes, 
since  they  will  produce  all  of  the 
components  used,  other  than  tires 
and  floors. 


The  past  is  only  a  guide  to 
the  future  .  .  .  What  does 
the  future  hold  for 
Fruehauf? 

Well,  we're  very  optimistic  because 
we  think  we  have  a  lot  to  look 
forward  to.  Since  the  industries  we 
serve  are  vital  to  the  good  of  the 
country,  we  anticipate  considerable 
growth  in  sales,  earnings,  and 
earnings  per  share.  And  we  also 
have  every  intention  of  initiating 
further  acquisitions. 

So  I'd  say  yes,  the  future  here  at 
Fruehauf  looks  very  promising. 

★        ★  ★ 

To  learn  more  about  what's  going 
on  at  Fruehauf,  write  for  a  copy  of 
our  1979  Annual  Report.  Address 
your  request  to  W.  Richard  Smith, 
Vice  President-Communications, 
Fruehauf  Corporation 
10900  Harper  Avenue 
Detroit,  Michigan  48232. 


IVuehauf 


and  Saxon — are  based,  at  least  in  part,  on 
Canon's  so-called  NP  (for  new  process) 
plain-paper  technology. 

If  Canon  is  outspoken  in  a  rather  un- 
Japanese  way,  its  marketing  strategy  has 
been  pure  Japanese.  It  found  a  hole  in  the 
market  that  the  established  leader  was 
not  exploiting  and  pushed  through  it 
with  all  its  strength.  While  in  dollars 
Canon  had  just  4%  of  the  U.S.  copier 
market  last  year  vs.  Xerox'  51%,  now, 
again  in  typically  Japanese  fashion,  Can- 
on is  preparing  to  enlarge  its  bridgehead. 

In  January  of  this  year  Canon  launched 
its  newest  weapon  in  the  copier  war,  the 
NP-200,  which  it  hopes  will  do  to  the 
copier  market  what  its  bestselling  AE-1 
did  in  35mm  cameras.  Using  such  space- 
age  technologies  as  fiber  optics  and  mi- 
croelectronics, the  NP-200  is  so  small  it 
can  fit  on  a  typing  table,  yet  can  copy 
pages  up  to  11  inches  by  17  inches.  In 
price  and  reliability,  it  also  appears  to  be 
highly  competitive.  "We  hope  to  get  up 
to  5%  of  the  U.S.  market  this  year,"  says 
Kaku  confidently;  that  would  mean  a 
25%  increase  in  dollar  terms. 

Canon's  push  into  copiers  began  in  the 
early  1960s  as  part  of  the  company's  plan 
to  diversify  outside  its  basic  camera  busi- 
ness. By  1965  it  had  developed  a  line  of 
office  machinery  that  included  desk-top 
calculators  and  copiers.  Canon  engineers 
saw  early  that  the  future  belonged  to 
plain-paper  copiers,  where  Xerox  had  the 
technology  firmly  under  patent.  "We 
worked  out  an  independent  system,"  ex- 
plains Kaku,  "which  was  not  covered  by 
any  of  Xerox'  patents." 

But  in  its  eagerness  to  get  into  the 
copier  business,  Canon  let  its  bread-and- 
butter  camera  business  slide.  By  the  late 
1960s,  as  a  result  of  not  introducing  ex- 
citing new  products,  it  had  lost  its  place 
to  Minolta  and  Pentax  as  Japan's  largest 
exporter  of  cameras.  Earnings  remained 
sluggish  throughout  the  early  Seventies, 
hitting  bottom  in  the  first  half  of  1975, 
when  the  company  slipped  into  the  red 
and  dividends  had  to  be  suspended. 

To  get  Canon  back  on  track,  manage- 
ment set  up  what  it  called  the  "blue  chip 
plan,"  which  refocused  attention  on 
profitability  and  abandoned  the  typical 
Japanese  obsession  with  market  share.  It 
concentrated  on  cutting  costs  and  raising 
productivity  at  the  plant  rather  than  on 
expanding  sales.  The  results  were  imme- 
diate. In  just  two  years  pretax  net  as  a 
percentage  of  sales  jumped  from  3.6%  to 
8.9%.  This  year,  on  estimated  sales  of 
$1.4  billion,  Canon  is  expected  to  earn 
around  $64  million  for  a  net  profit  margin 
of  4.4% — high  by  Japanese  standards. 
This  compares  with  a  net  margin  of  just 
1.4%  in  1975,  when  sales  were  under 
$400  million.  Thus,  while  sales  rose 
250%,  net  profit  jumped  1,000%. 

With  its  efficiency  and  cash  flow  both 
enhanced,  Canon  could  concentrate  on 
the  badly  needed  new  products.  During 


the  1976  Montreal  Olympics,  it  intro- 
duced the  AE-1  camera,  which  uses  a 
microprocessor  to  automate  functions 
such  as  lens  opening  and  flash  setting.  It 
was  launched  with  a  promotional  blitz 
that  included  U.S.  television,  a  first  for 
Japanese  cameras.  The  campaign  was  so 
successful  that  camera  stores  reported 
many  people  came  in  and  simply  asked 
to  buy  "that  camera  I  saw  on  television." 
The  AE-1  is  now  the  bestselling  35mm 
camera  in  the  world. 

Office  machines  now  account  for  44% 
of  Canon's  sales  vs.  47%  for  cameras,  but 
Kaku  foresees  the  time  when  office 
equipment  will  be  more  important  to  the 
company  than  cameras. 

To  strengthen  its  office  line,  Canon  is 
looking  to  more  sophisticated  applica- 
tions of  its  basic  calculator-copier  tech- 
nologies. It  is  introducing  handheld  "dic- 
tionaries" and  language  translators, 
small  calculator-like  machines  that 
translate  languages  and  define  words, 
into  the  Japanese  market  and  more  com- 
plex desk-top  calculators  of  the  kind  used 
by  bank  tellers.  It  has  also  started  export- 
ing small  office  computers  to  Hong  Kong 
and  expects  to  bring  them  to  the  U.S.  in 
the  future.  "Now,"  says  Kaku,  "we're 
trying  to  rearrange  all  of  these  things  to 
make  a  good  office  system." 


Canon  is  now  facing  a  whole  new 
breed  of  competition.  Since  Eastman  Ko 
dak  does  not  make  expensive  cameras 
Canon  wasn't  facing  competition  from 
major  U.S.  companies  in  that  field.  Iri 
copiers,  it  chose  a  relatively  small  cornel 
of  the  market.  But  now  it  is  coming  uj 
directly  against  Xerox,  which  last  yea; 
introduced  its  own  $4,000  machine  intc 
the  low-priced  market  Canon  has  ex 
ploited  so  well.  "Xerox  has  truly  awak 
ened  in  the  low  end,"  says  David  Jorgen 
sen  of  Dataquest.  "They've  learned  thei 
lesson  now,  and  they  have  this  enormou: 
marketing  capacity." 

Canon,  however,  brings  formidablt 
strengths  to  its  chosen  new  field  of  com 
petition.  It  is  generally  regarded  as  the 
leading  company  in  Japan  in  copier  tech  I 
nology.  A  rarity  among  Japanese  compa 
nies,  it  is  a  net  seller  of  technology  rathe 
than  a  net  buyer.  It  probably  has  one  o 
the  most  advanced  sales  networks  of  am 
of  Japan's  multinationals. 

President  Kaku,  53,  has  seen  wha 
complacency  did  to  Nikon,  which  h« 
says  lost  out  to  Canon  in  cameras  be 
cause  "Nikon  was  not  aggressive  enouglj 
in  management."  Is  Canon  regarded  as 
perhaps  too  aggressive  by  fellow  Japa 
nese?  Kaku  smiles:  "I  am  thinking  we 
should  be  more  aggressive."  ■ 


If  a  mouse  is  going  to  bite  an  elephant,  the 
mouse  had  better  be  ready  for  big  trouble. 


Northwest  Energy's 
John  McMillian 
versus  big  oil 


six  years  ago  when  McMillian,  a  formei 
Texas  oil  roughneck,  bought  out  the  as- 
sets of  a  division  of  El  Paso  Natural  Gas 
Co.  in  a  court-ordered  divestiture.  Sinct 
then,  Northwest  has  more  than  doublec 
its  revenues  and  Northwest  Pipeline  Co. 
its  prime  subsidiary,  has  grown  into  tht 
15th-largest  interstate  gas  transmission 
company  in  the  country.  In  1979  operat 
ing  revenues  were  $1.1  billion,  up  from 
$483  million  in  1975.  Per-share  incomt 
last  year  was  a  healthy  $4.55. 

But  McMillian  is  not  content  to  le' 
Northwest  rest  on  its  laurels.  For  the  lasr 
four  years,  his  company  has  played  a 
major  role  in  a  project  where  the  num- 


By  Carol  E.  Curtis 


WHEN  HE  WAS  BEING  GRILLED  Dy 
analysts  several  years  ago, 
Northwest  Energy  Co.  Presi- 
dent John  G.  McMillian  was  asked 
whether  Canada  was  willing  to  supply 
the  U.S.  with  more  natural  gas.  "When  a 
mouse  sleeps  with  an  elephant,  he  has  to 
be  careful  when  the  elephant  rolls  over," 
he  replied. 

Today  McMillian  knows  how  it  feels 
to  be  rolled  on  by  an  elephant. 

By  most  measurements  Northwest  En- 
ergy Co.  would  hardly  qualify  as  a  mouse. 
The  holding  company  was  created  just 
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Want  to  pay  off 
your  bank  debt? 

Bradford  Ventures  Ltd.  and  its  clients  can  provide  up  to 
$20  million  in  equity  capital  to  pay  off  debt  and  provide  for 
expansion.  No  underwriting  or  private  placement  fees  are 
charged.  We  seek  growing  profitable  companies  earning  at 
least  $1,000,000  after  taxes  and  meeting  other  criteria. 

If  you  could  benefit  from  such  equity  financing  and  wish  to 
ascertain  our  investment  criteria  please  call  or  write  for  a 
copy  of  our  brochure  to: 

22  Chambers  Street 
Princeton,  New  Jersey  08540 
Bradford  Mills,  Chairman,  (609)  921-3880 

Bradford  Ventures  acts  as  a  consultant  to 
Bessemer  Securities  Corporation 
and 

Overseas  Princeton  Placements.  N.V 


to  viat* 
paint  *y* 


If  you  think  most  corporate  growth 
stories  are  about  as  exciting  as  watch- 
ing paint  dry,  we  invite  you  to  take  a 
close  look  at  MAPCO's  1979  Annual 
Report.  Naturally  it  gives  the  numbers 
behind  our  string  of  19  years  of  growth 
in  sales  and  earnings.  But  it  also  tells 
how  the  growth  was  accomplished, 
and  a  little  about  the  people  who  made 
it  happen. 

It's  a  lot  more  interesting  than 
watching  paint  dry.  Write  for  it. 


Dept   P.  1800  S.  Baltimore  Ave. 
TuKa.  Oklahoma  741  19 
SYMBOL  MDA  •  NYSF  •  MWSE  •  PSE 
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U  BOAT  CAPTAIN 
ILL  NEVER  FORGET 
THE  DAT  GOD 
SAVED  THE 
QUEEN 


Inexplicably,  four  torpedoes  Capt.  Horst  Kessler  fired  at 
the  Queen  Elizabeth  on  that  November  day  in  1942  missed. 

But  the  Queen  and  all  but  one  of  the  North  Atlantic 
superliners  were  doomed  by  time  and  change. 

The  Superliners:  Twilight  of  an  Era, 
a  new  National  Geographic  Special,  recalls  the 
glory  days  of  these  magnificent  ships  by  seeking 
out  both  those  who  loved  them  and  those  who 


JUgllL  LU  UWUUV  U1C111. 

This  evocative  hour,  produced 
by  the  National  Geographic  Society  and 
WQED/Pittsburgh  with  a  grant  from 
Gulf  Oil  Corporation,  shows  the  ships  as 
they  really  were:  Floating  palaces  in  peace, 
crowded  troop  carriers  in  war,  and  always 
at  the  mercy  of  the  North  Atlantic. 
jSpl^  Five  years  ago,  Gulf 

j^gl^    made  a  commitment  with  the  National 
■(j         Geographic  Society  and  the  Public 
J?  Broadcasting  Service  to  American-  made 
Public  Television.  Together,  we've  set 
§§5?  Public  Television  viewing  records. 

The  documentaries  are  consistently 

11.1  1.1  1-»T»  t~> 


l^^^^^^^^^s^f^S^  tne  nignest-rated  specials  on  mb. 

-^l^-^^^p^  c  ^^.7"" '  ^  For  an  hour  of  discovery  television, 

remember  the  first  Monday  of  April. 
IS^-  T  ?  \  ti-        And  enjoy  great  television 

that  has  sent  film  crews  around  the  world,  diving 
"j^^^r-:      -  to  the  ocean's  depths,  exploring  unknowns,  and 

remembering  a  passing  era. 

GULF  OIL  CORPORATION 
NATIONAL  GEOGRAPHIC  SOCIETY 
PUBLIC  TELEVISION 


•it* 


Partners  in  Discovery 


fetch  The  Superliners:  Twilight  of  an  Era 
April  7th  at  8  p.m.  7  Central  on  PBS. 

Check  your  local  listings.  '  Gulf  Oil  Corporation 


McMillian  of  Northwest  Energy  Co. 

Fighting  for  control  of  the  biggest  private  construction  project  in  history. 


begin  to  flow  is  at  least  five  or  six  years. 

With  each  part  of  the  system  depen- 
dent on  the  others,  construction  cannot 
begin  on  any  segment  until  completion 
of  the  entire  pipeline  is  assured.  While 
most  of  the  regulatory  hurdles  have  been 
cleared,  the  biggest  problem — how  to 
finance  the  Alaskan  segment — is  prov- 
ing to  be  the  most  difficult.  "Progress  is 
being  made  but  everything  is  still  very 
contingent,"  says  Lawrence  A.  Crowley, 
an  analyst  who  follows  Northwest  for 
Schaenen,  Fellerman,  Peck  &  Co.  in 
New  York. 

As  the  cost  of  the  pipeline  has  mount- 
ed, so  has  Northwest's  expense.  McMil- 
lian estimates  his  company  has  so  far 
spent  $37. 1  million  on  its  Alaskan  activi- 
ties; some  analysts  say  the  figure  will  be 
closer  to  $60  million  by  year-end.  This 
year  and  next,  Northwest  Pipeline  has 
budgeted  $133  million  for  construction 
of  one  part  of  the  system,  which  it  wants 
to  build  to  get  early  cash  flow.  Though 
Northwest  is  headquartered  in  Utah, 
McMillian  is  spending  so  much  of  his 
time  in  Washington  that  he  has  pur- 
chased an  apartment  at  the  Watergate 
complex.  Because  of  the  delays  and  rising 
costs,  pressure  is  mounting  for  North- 
west and  its  partners  to  fish  and  make 
progress  on  construction  of  the  line,  or 
cut  bait  and  leave  it  to  the  oil  companies 
or  the  federal  government. 

"We  are  going  to  build  the  pipeline," 
McMillian  tells  a  reporter,  but  concedes 
that  he  will  need  financial  assistance 
from  his  old  enemies,  the  oil  companies. 

But  in  return  for  helping  to  finance  the 


Alaskan  segment,  the  oil  companies  are 
insisting  on  a  hefty  chunk  of  equity. 
That  could  put  them  in  control  of  design 
and  construction  of  the  pipeline — a  posi- 
tion clearly  unacceptable  to  Northwest. 

Last  October,  Exxon  Corp.,  which 
owns  38%  of  all  the  North  Slope  gas, 
suggested  that  the  North  Slope  oil  pro- 
ducers provide  40%  of  the  debt  in  return 
for  40%  of  the  equity  in  the  pipeline. 
McMillian's  suggestion  is  that  the  oil 
companies  be  given  5%  nonvoting  equi- 
ty in  return  for  guaranteeing  the  debt  on 
a  cost-overrun  pool. 

Once  the  oil  companies  have  a  foot  in 
the  door,  some  feel  the  first  casualty  will 
be  McMillian's  company. 

A  recent  financing  boondoggle  sup- 
ports the  view  that  the  oil  companies 
will  hold  out  for  a  controlling  interest  in 
the  pipeline  in  return  for  financing  debt. 
The  incident  centers  on  Martin  Lipton,  a 
New  York  lawyer  brought  in  by  the  DOE 
to  put  together  a  financing  package  ac- 
ceptable to  the  oil  companies  and  North- 
west. Lipton  suggested  on  fan.  30  that 
the  oil  companies  build  the  pipeline,  and 
then  a  government  company  called  Fed- 
line  buy  it  with  long-term  notes.  A  sec- 
ond Lipton  plan  left  the  construction  to 
McMillian,  but  provided  for  federal  loan 
guarantees  if  cost  overruns  exceeded  a 
certain  amount. 

Northwest  and  its  partners  were  furi- 
ous at  being  cut  out  of  the  project  in 
Lipton's  first  proposal.  Nobody  liked  the 
second.  As  a  result,  Lipton  resigned  from 
the  department  on  Feb.  15.  McMillian 
hints  darkly  that  Lipton's  first  plan  was 


the  work  of  the  oil  companies. 

For  McMillian,  the  trump  card  in  re- 
taining control  of  the  giant  line  may  be 
public  opinion.  For  the  oil  companies  ta 
acquire  equity,  or  for  the  government  ta 
provide  loan  guarantees,  congressional 
approval  would  be  necessary.  Anti-oil 
sentiment  may  preclude  any  legislation 
construed  as  helpful  to  the  oil  compa- 
nies, especially  loan  guarantees.  McMil- 
lian argues,  "It  would  be  awkward  [for  oil 
companies]  to  control  both  energy  corri- 
dors out  of  the  North  Slope." 

For  the  oil  companies,  the  trump  card 
is  time.  As  long  as  mounting  pipeline 
expenditures  show  up  on  Northwest's! 
balance  sheet,  pressure  will  grow  fori 
McMillian  to  move  ahead.  The  oil  com- 
panies say  they  are  in  no  hurry.  "That 
gas  cap  has  been  there  forever.  A  few! 
more  millennia  won't  hurt,"  contends  x 
spokesman  for  Atlantic  Richfield,  which 
has  35%  of  all  North  Slope  gas. 

Senator  Ted  Stevens  (R-Alaska), 
whose  state  has  a  big  stake  in  the  proj- 
ect, says  there  is  a  chance  the  pipeline 
may  not  get  built.  He  hints  that  bureau- 
cratic delays  and  talk  of  cost  overruns 
may  have  grown  to  the  point  where  pri- 
vate financing  may  no  longer  be  possi- 
ble— with  or  without  the  oil  companies. 
Then  he  adds  apprehensively,  "I  don't 
think  that  as  a  government  we  should 
contemplate  that." 

Confronted  with  this  herd  of  ele- 
phants, McMillian  isn't  acting  like  a| 
mouse.  "If  he  loses,"  says  one  associate 
of  McMillian,  "he  will  go  down  in  a  blaze 
of  gunfire  and  smoke."  ■ 


124 


FORBES,  MARCH  31,  19801 


Priceless  sayings 
for  only  7.95  4 


Here's  a  capital  gift  suggestion  for 
you  or  your  company's  business  list. 
Give  a  millionaire's  sayings  for  only 
$7.95.  It's  the  ideal  gift  for  the  capital- 
ists of  your  choice— the  new  book  by 
magazine  Editor-in-Chief  Malcolm 
Forbes:  "The  Sayings  of  Chairman 
Malcolm." 

An  answer  to  Chairman  Mao's 
Little  Red  Book,  this  volume  is  bound 
in  rich,  lucre-green  vinyl. 

It's  a  collection  of  funny,  provoca- 
tive, and  often  outrageously  punny  one- 
liners.  Quotable,  even  applicable,  glints 
of  14-karat  wisdom.  Over  a  half  a  thou- 
sand of  them— all  negotiable  at  any 
soiree,  tete-a-tete  or  business  luncheon. 
Presented  in  this  very  gift-givable  book 
subtitled:  "The  Capitalist's  Handbook'.' 

You  can  order  these  priceless  say- 
ings individually  or  in  bulk -through 
your  nearest  Capitalist  bookstore  or  by 
completing  the  coupon. 


Here's  what  they're 
saying  about  "The  Sayings 
of  Chairman  Malcolm": 

Ann  Landers,  Daily  News,  New  York 

"I  just  read  your  book,  and  it  was  delicious. 
I  ate  it!' 

Ken  Powers,  Sr.,  The  Nashville  Banner 

"Whatever  you're  doing,  stop!  Pick  up  the  tele- 
phone. Now,  start  calling  every  bookstore  in 
town  until  you  find  one  that  has  a  copy  of 
Chairman  Malcolm's  Sayings.  How  have  we 
done  so  well  for  so  long  without  it? 

"This  little  book  is  witty,  wise,  serene,  some- 
times sober  and  at  other  times  tipsy ;  but  always 
great,  terrific,  and  in  all  ways,  well  worth 
its  price!' 

Barry  Gray,  Radio  Station  WMCA,  New  York 

"I've  read  it,  and  I  recommend  it  to  you  un- 
conditionally It  is  a  terrific  book,  with  a  thou 
sand  things  that  you'll  want  to  repeat,  and 
memorize.  . !' 

John  Weisman,  Los  Angeles  Times 

"It  is  unlikely,  though  possible,  that  students 
at  the  Wharton  or  Harvard  Business  Schools 
will  wander  through  the  quad  with  this  little 
green  book  open,  memorizing  Forbes'  capital- 
istic pearls.  On  the  other  hand  maybe  they 
should!' 


If  you  cannot  find 
'The  Sayings  of 
Chairman  Malcolm" 
at  your  nearest  Capital- 
ist bookstore  (because  the 
diligent  chaps  have  already 
sold  out),  then  use  this  coupon 
to  order  one  or  more  for  yourself  or  others. 
Send  $7.95  in  check  or  money  order,  plus 
50C  for  postage  and  handling  for  each  copy 
vou  order  to  Harper  &  Row,  Mail  Order 
Dept.,  No.  1235DD,  10  East  53rd  St.,  New 
York,  N.Y.  10022.  Please  add  applicable 
sales  tax. 

Enclosed  is  my  check  or  money  order  for 

$  covering  copies  of  "The 

Sayings  of  Chairman  Malcolm!' 

Name  

Address 


City 


State 


Zip 


Forbes: 
CapitalistTbof 


Forbes 


The  Economy 


MONEY  &  INVESTMENTS 


The  worm 
has  turned 


YOU  CAN  ATTRIBUTE  IT,  we  Suppose,  tO 

the  national  mood  of  masochism.  Bad 
financial  news  makes  the  front  page; 
good  financial  news  gets  tucked  away 
inside.  When  the  dollar  fell  in  late  1972, 
then  kept  sinking  throughout  most  of 
the  rest  of  the  Seventies,  it  seemed  ev- 
eryone knew  and  worried  about  that — the 
butcher,  the  baker,  the  anchorman.  But 
now  that  the  dollar  is  booming,  no  one 
seems  to  notice — no  one,  that  is,  except 
for  some  European  central  bankers  who 
are  scared  out  of  their  wits. 

At  last  count,  the  dollar  had  regained  a 
full  two-and-a-quarter-years'  loss  against 
the  Japanese  yen  and  six  months'  loss 
against  the  deutsche  mark.  Back  in  Oc- 
tober 1978,  a  dollar  bill  would  buy  you 
only  184  yen;  today  it  will  buy  248.  And 
the  dollar  is  still  trending  up. 


The  same  central  bankers  who  last 
year  were  reluctantly  supporting  the  dol- 
lar while  lecturing  Americans  on  their 
sinful  ways  are  now  desperately  trying  to 
shore  up  their  own  currencies.  They  are 
getting  no  help  at  all  from  Federal  Re- 
serve Chairman  Paul  A.  Volcker.  The 
dollar  is  strong,  essentially,  because  U.S. 
interest  rates  have  finally  risen  above  the 
inflation  rate,  making  U.S.  investments 
attractive  to  foreigners.  To  make  U.S. 
investments,  the  Germans  and  Japanese 
and  others  must  sell  their  own  currencies 
in  order  to  get  dollars.  This  depresses  the 
prices  of  their  own  currencies,  strength- 
ens the  dollar  and  creates  inflationary 
conditions  in  the  home  economies;  the 
weaker  the  yen,  for  example,  the  more 
imports  cost  in  Japan.  Worse,  since  oil 
prices  are  denominated  in  dollars,  a 


stronger  dollar  raises  the  yen  or  franc  d 
deutsche  mark  cost  of  oil;  again,  infls 
tionary  for  those  economies. 

In  response  to  groans  from  his  Europe 
an  colleagues,  Volcker  is  simply  saying 
in  effect:  Let  the  market  take  its  course 
As  former  Treasury  Secretary  William  E 
Simon  interprets  Volcker's  policy 
"While  the  dollar  was  weak,  the  Germai 
and  Japanese  got  a  break  in  their  energ|J 
costs.  They  have  to  take  it  both  ways." 

The  political  significance  of  thj 
change  from  weak  to  strong  dollars  :j 
that  it  represents  a  fundamental  polic! 
reversal.  When  W.  Michael  Blumentha] 
was  Treasury  Secretary,  U.S.  policy  wai 
based  on  the  theory  that  the  dollar  wal 
overvalued  and  should  be  allowed  to  droi 
to  encourage  U.S.  exports. 

While  the  weak  dollar  probably  dii 
help  our  exports  it  was  costly  in  othej 
ways,  chiefly  in  that  it  encouraged  OPEC 
price  rises  and  increased  the  dollar  cos 
of  the  considerable  amount  of  importe! 
U.S.  consumption  goods.  Furthermore 
as  Daimler-Benz  and  Nippon  Steel  raise' 
their  prices  here,  so  did  General  Moton 
and  U.S.  Steel.  In  all,  the  weak  dolla 
probably  added  about  two  percentag 
points  annually  to  U.S.  inflation. 

Nor  could  Blumenthal  turn  off  the  da 
lar  decline  when  he  tried.  Too  many  foi 
eign-exchange   traders   were  churnim 


Mixed  blessings  in  trade  and  investment 


Weakness  in  Japan's  economy  and  in  the  economies  of  Ger-  widen  further  as  they  buy  less  from  the  U.S.  Meanwhile,  mon 
many  and  other  European  countries  won't  move  the  U.S.  bal-  should  flow  to  the  U.S.,  lured  chiefly  by  record  high  inter' 
ance  of  trade  toward  surplus  in  1980.  Indeed,  the  deficit  could    rates,  thus  building  the  overall  payments  balance  surplus. 


%  Billions  (seasonally  adjusted  annual  rate) 
250  I  


/  trading  profits  by  going  short 
nst  the  dollar,  covering  and  then  go- 
ihort  again.  Markets  have  a  momen- 

all  their  own.  Profits  made  from 
ing  feed  additional  trades  of  the  same 
ire.  The  dollar  became  a  hot  potato 
jdy  wanted  to  hold  for  long. 
)u  might  say  the  change  began  the 
kend  of  Oct.  6,  1979.  That  was  when 
Federal  Reserve  raised  the  discount 

sharply  and  vowed  to  slow  the 
/th  of  the  money  supply.  Because  the 
was  determined  to  supply  reserves — 
base  of  all  credit — at  a  slow  present 

interest  rates  were  bound  to  be  driv- 
dgher  as  borrowers  bid  aggressively 
vailable  funds. 

le  commercial  bank  prime  rate  rose 
1  12%%  in  September  to  153A%  in 
ember  and  then  to  17%%  in  March, 
er  money  market  rates  followed  the 
e  course.  The  return  on  Eurodollar 
>sits  increased  by  almost  50%  in  the 
nonths  through  March, 
le  multinationals,  wealthy  investors 

commercial  banks  of  all  nations, 
se  principal  allegiance  is  to  the  re- 

on  money,  were  drawn  to  the  dollar. 
:re  else  in  the  world  was  it  possible  to 
eve  a  return  of  15%,  16%,  even  18% 

still  have  confidence  that  the  gov- 
nent  of  the  country  would  not  be 
thrown? 

>me  Argentinian  investments  pay 
.  Want  to  put  your  money  there?  But 
in  New  York?  Irresistible, 
le  overall  U.S.  balance  of  payments 
be  in  surplus  in  1980  and  1981,  after 
•and-a-half-years'  straight  deficit,  as 
)s  and  multinational  corporations 
l  idle  funds  seek  dollar  havens.  If  only 
gress  would  do  as  well  with  the  feder- 
ificit! 

>reign  private  investment  here  rose 

1  a  seasonally  adjusted  annual  rate  of 

2  billion  in  first-quarter  1978  to  $70 
on  in  1979's  third  quarter.  Final  1979 

should  show  a  $20  billion  overall 


foreign  transactions  surplus.  The  outlook 
is  for  even  more  of  the  same.  Why?  Sup- 
pose you're  a  Swiss  investor  who  can  put 
money  in  4.48%  domestic  government 
bonds,  or  maybe  industrial  bonds  fetch- 
ing 5.5%.  Three-month  U.S.  T-bills  bring 
better  than  15%.  Invest  your  money 
overseas  for  15%  and  simultaneously 
make  commitments  for  8.64%  premium 
three-month  forward  exchange  to  guard 
against  loss  in  currency  rates.  The  net 
return  is  an  effective  interest  rate  of 
6.4%,  or  almost  a  full  percentage  point 
more  than  the  best  deal  you  could  've 
gotten  in  Switzerland. 

When  the  dollar  is  gaining  against  the 
Swiss  franc,  as  is  the  case  now,  "you  get 
a  double  whammy,"  says  Citibank 
economist  Bob  Leftwich.  "The  foreign 
investor  wins  both  ways."  That's  appar- 
ently what  foreign  investors  are  doing  as 
huge  sums  of  capital  flood  into  the  U.S. 

High  oil  costs  in  local  currency  terms 
are  just  beginning  to  affect  adversely  the 
economies  of  Japan  and  Europe,  accord- 
ing to  D.  Sykes  Wilford,  a  Chase  Man- 
hattan Bank  economist.  As  a  result,  in- 
vestors there  will  look  to  the  U.S.  for 
better  returns.  Foreign  direct  investment 
in  the  U.S.  should  grow  15%  to  16%  this 
year,  says  Wilford. 

There's  another  bonus  from  the  stron- 
ger dollar,  although  a  good  many  U.S. 
manufacturers  won't  much  like  it:  Im- 
ports will  cost  less  and  U.S.  competitors 
won't  be  able  to  raise  their  own  prices  so 
easily.  A  strong  dollar  is  deflationary,  just 
as  a  weak  dollar  is  inflationary.  The 
worm,  then,  has  turned. 

Will  it  stay  turned?  It's  dangerous  to 
predict  such  things,  which  have  a  way  of 
suddenly  reversing  direction  just  when 
nearly  everybody  is  convinced  they  will 
go  on  forever.  We'll  say  this  though:  In  a 
dangerous  and  generally  discouraging  fi- 
nancial picture,  the  strength  of  the  dollar 
is  a  bright  spot.  Tough  luck,  Tokyo,  Lon- 
don, Bonn  and  Zurich!  ■ 


Stronger  dollar 


Despite  domestic  inflation  and  im- 
pending recession,  the  dollar  is  rising 
against  major  currencies — the  world- 
wide appeal  of  18  %  money  rates. 
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Capital  Markets 


Why  were  the  deposits  held  by  the  money 
market  funds  worth  less  on  Mar  3  than  on 
the  preceding  business  day,  Feb.  29? 

A  FLAW  IN  THE 
MONEY  FUNDS 


MONEY  &  INVESTMENTS 


By  Ben  We  bee  man 


An  acquaintance 
remarked  the  other 
day  that  there  must 
be  some  flaws  in  the 
money  market  mu- 
tual fund  concept. 
Nothing  can  grow 
that  rapidly — to  $60 
billion  in  assets 
from  $15  billion  a 
year  earlier — simply 
on  merits.  Cynical?  No,  just  healthy 
skepticism.  The  rapid  increase  in 
short-term  interest  rates  is  good  rea- 
son to  be  leery  of  the  money  market 
mutual  funds,  however. 

The  practical  flaw  in  the  money 
market  situation  is  not  momentous 
but  it  is  something  that  every  inves- 
tor should  know.  It  arises  from  the 
peculiar  methods  that  money  market 
mutual  funds  use  for  valuing  their 
portfolios.  Short-term  interest  rates 
took  a  sharp  jump  starting  on  Feb.  29, 
rising  from  15.75%  to  17.75%  for 
180-day  bank  CDs.  This  meant  that 
all  outstanding  deposits  carrying  a  re- 
turn of  less  than  17.75%  had  a  market 
value  below  par. 

The  upshot  was  that  the  $60  billion 
of  CDs,  commercial  paper,  Treasury 
bills  and  Eurodollar  deposits  held  by 
the  money  market  funds  at  the  end  of 
February  were  worth  less  on  Monday 
than  on  the  preceding  Friday. 

That's  when  some  difficulties  be- 
came evident.  Money  market  mutual 
funds,  to  emphasize  their  liquidity, 
often  value  snares  at  a  fixed  price — 
usually  $1.  For  each  dollar  you  put  in, 
you  should  be  able  to  get  out  a  dollar. 
The  variable  is  the  interest  rate. 

While  virtually  all  of  the  mutual 
funds  are  priced  similarly,  they  break 
down  into  two  completely  different 
categories  in  valuing  their  portfolios. 
The  most  popular  system  uses  "amor- 
flew  Webetman  is  economics  editor  o/Forbes 
magazine 


tization"  accounting.  The  other 
"marks  to  market."  A  few  hybrid 
funds  use  a  bit  of  each. 

The  amortization  method  ignores 
market  fluctuations.  Why?  Because  a 
fund  that  invests  in  a  $10  million 
10%,  six-month  deposit  reasonably 
expects  to  have  the  principal  returned 
after  receiving  interest  at  a  10%  annu- 
al rate.  If  interest  rates  rise  to  17.75%, 
the  market  value  of  that  deposit  is  less 
than  100  cents  on  the  dollar.  The  ar- 
gument is  that  since  the  deposit  will 
not  be  sold  on  the  market  but  held  to 
maturity,  the  market  price  is  only  pe- 
ripherally important.  (Of  course,  the 
10%  interest  in  a  17.75%  environ- 
ment is  harsh  punishment.) 

The  SEC  permits  funds  to  use  amor- 
tization accounting  for  their  portfo- 
lios if  they  agree  to  keep  the  portfolio 
short  term — an  average  maturity  of 
less  than  120  days  (four  months) — and 
never  to  buy  a  security  that  has  more 
than  a  year  to  maturity. 

Representative  funds  of  both  types 
had  minor  aches  and  pains  in  the  first 
week  of  March.  Their  problems  were 
not  serious.  They  may  never  occur 
again  for  these  funds.  But  they  do 
demonstrate  that  something  can  go 
wrong  when  interest  rates  swing  vio- 
lently as  they  have  recently. 

Take  funds  which  use  the  amortiza- 
tion method.  Since  the  price  is  al- 
ways, say,  $1  a  share,  a  new  investor 
might  be  paying  $  1  for  a  share  whose 
market  value  is  slightly  less  than  $1. 
Older  investors  get  the  advantage. 
The  reverse  is  true,  too. 

The  mark-to- market  method  is  self- 
explanatory.  Every  day  the  fund's 
portfolio  is  valued — like  that  of  an  eq- 
uity mutual  fund.  The  net  asset  value 
assigned  to  the  shares  is  adjusted  to 
$1  by  varying  the  daily  dividend. 

This  does  not  mean  that  the  funds 
must  recognize  every  minor  squiggle. 
In  ordinary  times,  the  fluctuations  are 
so  slight  in  short-term  securities  as  to 
be  meaningless,  but  in  extraordinary 
times  like  these,  the  fluctuations  do 


become  meaningful.  Where  is  the 
breaking  point  between  significance 
and  insignificance?  When  tbe  marker 
value  of  an  amortized  fund  drops  more 
than  1/2  of  1%,  or  goes  below  99  1/2 
cents  on  the  dollar,  the  directors  must 
meet  immediately  and  take  corrective 
action.  This  could  involve  withhold- 
ing dividends  in  escrow  or  even  pro- 
hibiting redemption  of  shares.  The  di- 
rectors could  also  decide  to  go  off  the 
$1  standard. 

The  funds  most  likely  to  experience 
such  difficulty  would  be  amortized 
funds  with  the  longest  average  matu- 
rities: The  further  away  the  due  date, 
the  greater  the  potential  depreciation 
of  outstanding  holdings.  The  $1.8  bil- 
lion Shearson  Daily  Dividend  Fund 
had  an  average  maturity  of  56  days, 
which  is  way  above  average  for  funds 
of  this  type.  In  March,  its  resale  asset 
value  fell  below  99  1/2  cents  per  dollar. 
The  directors  decided  to  reduce  divi- 
dends on  a  daily  basis  to  a  10%  annual 
rate  and  to  hold  in  escrow  the  remain- 
ing 3%  or  more  until  the  small  short- 
fall was  made  up.  This  took  a  little 
more  than  a  week. 

The  mark-to-markets  have  prob- 
lems of  a  similar  sort.  Take  the  big- 
gest money  market  fund,  the  $10  bil- 
lion Merrill  Lynch  Ready  Asset  Fund. 
Its  dividends  are  calculated  daily  at 
fair  market  value  of  the  portfolio  at 
the  close  of  each  business  day,  adding 
in  interest  earned  during  the  day. 

As  rates  rose,  Ready  Assets  accu- 
mulated a  portfolio  loss.  In  order  to 
maintain  its  ability  to  sell  and  redeem 
shares  at  $1  each,  Ready  Assets  man- 
agement had  the  fund  on  a  9.22% 
annual  rate  dividend  basis.  MLRA 
may  have  to  take  it  on  the  chin  when 
interest  rates  are  rising,  but  the  fund 
will  outperform  all  the  others  when 
rates  are  falling. 

Anyone  who  had  to  redeem  shares 
during  these  periods  when  the  funds' 
market  values  were  below  $1  received 
a  bargain.  Carried  to  the  extreme — an 
event  as  unlikely  as  a  run  on  a  major 
bank — if  all  investors  decided  to  turn 
their  shares  in  at  the  same  time,  the 
fund  would  run  out  of  cash  before  the 
final  stockholder  could  man  the  free 
800  WATS  telephone  line. 

The  funds  are  probably  in  less  dan- 
ger of  going  broke  than  thrifts,  which 
have  portfolios  of  long-term  mort- 
gages and  other  fixed-income  invest- 
ments worth  about  70  cents  on  the 
dollar.  The  major  difference  is  that 
savings  accounts  are  insured  up  to 
$40,000  each.  In  money  market  funds, 
you  are  on  your  own.  ■ 


128 


FORBES,  MARCH  31,  1980 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


5,000,000  Shares 

UTILITIES  COMPANY 

Common  Stock 

(Without  Par  Value) 


1 

TEXAS 

^  id 

Price  $15 V2  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 


BACHE  HALSEY  STUART  SHIELDS 

Incorporated 

BLYTH  EASTMAN  PAINE  WEBBER 

Incorporated 

E.  F.  HVTTON  &  COMPANY  INC. 

DEAN  WITTER  REYNOLDS  INC. 

BEAR, STEARNS  &CO.  THE  FIRST  BOSTON  CORPORATION  DILLON , READ  &  CO.  INC. 
DONALDSON,  LUFKIN  &  JENRETTE  DREXEL  BURNHAM  LAMBERT 

Securities  Corporation  incorporated 

GOLDMAN,  SACHS  &  CO.  KIDDER,  PEA  BODY  &  CO.  LAZARD  F  RE  RES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  KUHN  LOEB         MERRILL  L  YNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP 

Incorporated  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

L.F.  ROTHSCHILD, UNTERBERG,TOWBIN  SALOMON  BROTHERS  SHE ARSON  LOEB  RHOADES  INC. 
SMITH  BARNEY,  HARRIS  UPHAM  &  CO.        WARBURG  PARIBAS  BECKER       WERTHEIM  &  CO.,  INC. 

Incorporated  Incorporated 

EPPLER,  GUERIN  &  TURNER,  INC.  RA  USCHER  PIERCE  REFSNES,  INC. 

March  5,1980 


HOW  TO  AVOID  PAYING 
FAT  COMMISSIONS 


Put  More  Money  in  Your  Pocket,  Instead  of  Your  Broker's 

*Compare  our  rates 


ino  shire* 
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200  shares 

n  $50 

500  shares 
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Merrill  Lynch 

$51  15 

$167.66 

$131  17 

Dean  Witter 

$50  44 

$168.00 

$129.73 

E  F  Hutton 

$51  00 

$162  00 

$130  00 

KAHN 

$27  00 

$85.00 

$  65  00 

•  Based  on  survey  Ian  80' 

Call  and  Compare  before  you  trade 
Toll  Free  1-800-238-5598 

local  numbers: 
Memphis  767-6730 
Nashville  329-0225 
New  Orleans  525  2501 
Houston  733-7188 
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Explore 

our  objectives. 


Penn  Square  Mutual  Fund  has  an 
impressive  23-yeartrack  record  of 
finding  realistic  values  among  a 
diversity  of  leading  undervalued 
stocks.  The  future's  never  guaran- 
teed, but  if  you're  interested  in 
long-term  capital  growth,  you 
should  be  interested  in  the  details 
of  our  philosophy. 

For  more  information,  including  management 
charges  and  expenses,  write  or  call  us  for  our  free 
prospectus  Read  it  carefully  before  you  invest  or 
send  money. 

Call  800/523-8440 

In  PA.  call  collect  2 1 5/376-677 1 
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By  Heinz  H.  Biel 


Stock  Comment 


If  your  15%  bonds  are  to  provide  the 
income  you  will  live  on,  your  standard  of 
living  will  deteriorate  inexorably. 

THE  MONEY 
CRUNCH 


three  decades  ago.  I  wish  I  could  say 
that  with  conviction,  because  it 
would  mean  that  we  have  licked  the 
problem  of  inflation,  but  on  that  score 
there  is  little  hope  for  optimism.  Yes, 
I  can  see  strong  rallies  in  bonds,  per- 
haps triggered  by  applying  selective 
credit  controls  (which  I  would  favor), 
but  the  longer-term  outlook  is  pretty 
grim  and  unlikely  to  improve. 

Inflation  at  15%  a  year  means  that 
your  1980  dollar  will  be  worth  only 
about  45  cents  in  1984.  The  bonds  you 
buy  today  will  continue  to  pay  the 
same  15%,  but  if  that  is  the  income 
you  have  to  live  on,  your  standard  of 
living  will  deteriorate  inexorably. 

The  flight  from  the  dollar  has  led 
people  to  invest  in  media  that  not 
only  produce  no  income  whatsoever, 
but  often  involve  substantial  carrying 
costs  for  storage,  insurance  and  the 
like.  In  effect,  this  means  a  negative 
yield,  similar  to  the  negative  interest 
rate  Swiss  banks  were  compelled  to 
charge  some  years  ago  in  order  to  dis- 
courage deposits  by  foreign  investors. 

Common  stocks,  of  course,  cost 
nothing  to  hold,  and  most  of  them 
produce  some  income,  although  not 
much  by  comparison  with  dollar  in- 
vestments such  as  bonds,  etc.  It  is 
evident  that  income,  as  an  invest- 
ment objective,  is  being  more  and 
more  subordinated  to  the  more  urgent 
need  to  preserve  the  buying  power  of 
available  funds.  This  creates  virtually 
unsolvable  problems  for  retirees,  espe- 
cially those  whose  actuarial  life  expec- 
tancy is  fairly  long. 

Because  income  is  being  relegated 
to  a  position  of  secondary  impor- 
tance, I  doubt  that  the  huge  yield  dif- 
ferential between  bonds  and  stocks 
has  to  be  interpreted  as  a  strongly 
bearish  stock  market  factor.  Other 
negatives  may  carry  greater  weight.  I 
wonder,  for  instance,  how  much  long- 
er the  leading  indicators  will  mislead 
us.  Or  how  The  Street  may  respond  to 
an  imposition  of  credit  controls, 
which  would  have  to  be  firm  if  they 


It  wasn't  very  long 
ago,  or  at  least  it 
seems  that  way  to 
me,  when  common 
stocks  produced 
dividend  yields  that 
were  much,  much 
higher  than  the 
yields  you  could  get 
on  bonds.  That  was 
before  institutional 
investors  brought  themselves  to  con- 
sider common  stocks  "prudent"  in- 
vestments. Institutions  had  not  yet 
become  a  major  market  factor,  let 
alone  the  dominant  one.  Corporate 
pension  funds  were  still  in  an  embry- 
onic state. 

Going  back  to  1950,  the  year  I  start- 
ed writing  this  column,  the  dividend 
yield  on  the  Dow  Jones  industrial 
stock  average  was  6.85%.  From  an 
income  standpoint,  stocks  were  in- 
credibly attractive,  because  govern- 
ment bonds  were  yielding  barely 
2'/2%  at  the  time,  and  corporates  not 
much  more.  The  yield  differential  was 
more  than  four  percentage  points  in 
favor  of  common  stocks. 

It  would  be  a  gross  understatement 
to  say  that  this  situation  has  been 
reversed.  Today's  dividend  yield  on 
the  DJI  is  about  614%,  down  a  little 
from  what  it  was  30  years  ago.  Bond 
yields,  however,  have  skyrocketed  to 
ievels  which  are  unprecedented  in 
this  country's  financial  history.  Trea- 
sury notes  are  paying  as  much  as  14%, 
and  bills  more  than  15%.  A  recent 
Pacific  Tel  &  Tel  40-year  debenture 
issue  carried  a  15V2  %  coupon  and  was 
offered  at  a  discount  from  par.  That  is 
a  spread  of  nine  percentage  points  in 
favor  of  bonds. 

One  is  tempted  to  conclude  that 
this  13-point  swing  makes  bonds  a 
screaming  bargain,  just  as  stocks  were 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 
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are  to  serve  any  useful  purpose  at  all. 
Finally,  of  course,  convention  time  is 
approaching,  and  it  seems  doubtful 
that  anyone  will  feel  jubilant  about 
the  outcome,  regardless  who  is  cho- 
sen to  be  a  presidential  candidate. 

The  stock  market  had  been  vulner- 
able for  some  time.  Considerable  liq- 
uidation was  going  on.  There  seems 
to  be  considerable  liquidation  going 
on  under  the  cover  of  strength  in  a 
few  segments  of  the  market,  particu- 
larly the  oils.  But  there  is  a  limit  to 
how  long  a  cover-up  like  this  can  last. 
Just  since  the  end  of  last  year  the 
market  value  of  Mobil  Corp.  has  in- 
creased by  about  $7  billion,  while 
Standard  Oil  (hid)  gained  $5.75  billion. 
With  all  due  respect  to  the  oil  poten- 
tial off  Newfoundland  and  the  gas  find 
in  Wyoming,  these  are  rather  liberal 
appraisals  of  what  first  has  to  be  con- 
firmed and  subsequently  translated 
into  earnings.  A  correction  of  price 
excesses  due  to  overenthusiasm  was 
inevitable,  especially  for  the  more 
speculative  oils. 

One  of  the  most  competent  oil  ana- 
lysts I  know  continues  to  favor  com- 
panies whose  reserves  are  primarily  in 
this  country  and  Canada.  On  the  basis 
of  the  most  reserves  per  dollar  of  mar- 
ket value,  his  first  choices  are  Sun  Oil 
(74),  Marathon  Oil  (60)  and  Cities  Service 
(96).  These  stocks  are  not  yet  on  the 
bargain  counter,  but  they  are  suggest- 
ed to  investors  who  believe  that  the 
oil  group  is  inadequately  represented 
in  their  portfolios. 

A  year  ago  I  commented  on  a 
company,  Hospital  Corp.  of  America 
(40),  which  had  proven  time  and  again 
that  competent  professional  manage- 
ment can  make  a  notoriously  difficult 
business,  like  the  operation  of  hospi- 
tals, pay  off  handsomely.  1979  results 
were  even  better  than  had  been  ex- 
pected. Revenues  crossed  the  billion- 
dollar  mark  last  year  and  earnings 
jumped  more  than  27%,  from  $2.39  a 
share  in  1978  to  $3.05.  Further  sub- 
stantial gains  are  projected  for  1980, 
probably  somewhere  in  the  $3.70  area. 

Although  down  about  eight  points 
from  its  recent  high,  HSP  still  sells  at 
an  earnings  multiple  of  13,  more  than 
double  the  P/E  of  the  DJI.  The  corn- 
party's  excellent  record  and  its  con- 
tinuing high  rate  of  growth  certainly 
justify  a  premium  price,  but  the  pres- 
ent level  is  still  a  bit  rich.  However, 
on  any  further  setback,  perhaps  into 
the  upper  30s,  I'd  reinstate  my  buy 
rating.  Despite  frequent  increases, 
dividends  are  and  are  likely  to  remain 
comparatively  insignificant.  ■ 


Value  Line 

for  *33 

This  trial  subscription  is  open  to  you  only  if  no 
member  of  your  household  has  subscribed  to 
Value  Line  in  the  past  two  years.  We  make  this 
special  offer  because  we've  found  that  a  high 
percentage  of  new  subscribers  who  try  Value 
Line  stay  with  us  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  keep  our 
subscription  fees  to  long-term  subscribers  lower 
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report  on  almost  any  leading  stock. 
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without  extra  charge,  the  2000-page  Investors  Reference  Service  and  the 
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perienced investors  can  apply  thousands  of  hours  of  professional  research  to 
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Financial  Strategy 


Experience  with  speculation  teaches  us  that 
the  words  "so-and-so  can  only  go  up" 
should  be  afire  bell  to  sawy  investors. 

MODERN  ART  & 
COLLECTIBLES 


Alas,  money  is  made  with  the  dis- 
reputable (but  true)  idea,  not  the  rep- 
utable and  popular  one.  So  in  almost 
each  instance  things  turned  out  badly, 
and  the  whole  department  was  even- 
tually dispersed. 

Now  it's  the  turn  of  contemporary 
art.  We  are  constantly  assured  that 
contemporary  art,  having  risen  sharp- 
ly in  recent  years,  can  "only  go  up." 
New  York  magazine  and  other  publica- 
tions actually  print  form  sheets  telling 
which  of  today's  painters  are  on  a 
"fast  track"  just  now. 

Unfortunately,  long  experience 
with  speculation  teaches  us  that  the 
words  "so-and-so  can  only  go  up" 
should  be  a  fire  bell  to  sawy  investors. 
Every  commodity  with  an  active  mar- 
ket is  a  speculative  football,  and  con- 
temporary art  has,  alas,  become  such 
a  commodity.  It  will  fluctuate. 

Most  people  who  consciously  specu- 
late in  art  get  taken  to  the  cleaners. 
Today's  uninformed  speculators  often 
plunge  into  highly  touted  novelties 
that  in  time  will  simply  vanish  and 
become  unmarketable.  When  I  lived  in 
Paris  in  the  Fifties,  the  hot  deal  was 
Bernard  Buffet,  for  instance.  Every- 
body had  to  have  one.  He  spawned 
schools  of  imitators.  But  try  to  sell  one 
now!  Some  Andy  Warhols  have  fallen 
to  half  their  old  highs,  in  spite  of 
marketing  efforts  worthy  of  Revlon. 

America's  mood  is  changing,  and 
its  art  will  change  with  it.  I  would  be 
surprised  if  the  hype  art  of  recent 
years  did  not  in  time  become  as  dated 
as  the  Nehru  jacket.  For  some  years 
now  there  have  been  almost  no  real 
collectors  of  modern  art  and  collect- 
ibles, only  speculators.  What  will  hap- 
pen when  they  want,  or  need — per- 
haps quite  soon — to  cash  in  their 
chips?  It  seemed  unimaginable  that 
the  "vestal  virgin"  supergrowth 
stocks  of  the  late  Sixties  would  ever 
lose  hundreds  of  billions  of  dollars  in 
market  value,  but  it  happened  easily 
enough.  To  deflate  the  excesses  of  the 
contemporary  art  market  would  be  a 


The  most  success- 
ful book  collector  I 
know  has  a  curious 
gambit.  He  goes 
into  the  store  and 
asks:  "What  do  you 
have  that  you  can't 
sell7."  Experienced 
collectors  know  that 
if  something  is  sell- 
ing like  hotcakes, 
that's  not  the  best  time  to  buy  it.  The 
good  buys  are  made  in  things  that 
aren't  understood,  that  people  feel  un- 
comfortable with  and  for  which,  in- 
deed, there's  almost  no  market. 

There  may  be  a  logical  extension  of 
this  principle:  Perhaps  when  brokers 
start  selling  novel  "products" — com- 
memorative coins,  semiprecious 
stones,  original  prints,  exotic  tax  shel- 
ters or  whatever — through  national 
distribution  organizations,  it's  too 
late  in  the  day  to  buy.  And  if  big  banks 
and  trust  companies  set  up  depart- 
ments to  help  you  evaluate  the  offer- 
ings of  said  brokers,  perhaps  it's  time 
to  run  for  the  hills. 

This  somber  reflection  is  directed 
to  the  current  news  of  a  number  of 
major  trust  companies  setting  up  de- 
partments to  help  their  customers  buy 
art  and  "collectibles."  One  remem- 
bers the  same  thing  occurring  with  oil 
drilling  deals  some  years  ago;  later, 
with  tax  shelters  in  general;  with  ven- 
ture capital  offerings,  when  they  were 
popular  in  the  Sixties;  in  "letter 
stock"  deals  and  private  placements 
in  the  early  1970s,  and  so  on. 

In  each  case,  the  banks  set  up  de- 
partments to  accommodate  clients 
who  wanted  to  get  in  on  the  action  in 
whatever  it  was  that  had  been  going 
up  for  a  number  of  years. 

John  Train  is  president  of  Train,  Smith,  Imest- 
ment  Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 
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minor  transaction  by  comparison. 

An  old  saw  that  one  hears  intoned 
by  dealers  is  that,  sure,  second-rate 
stuff  goes  up  and  down,  but  the  truly 
first-class  object  always  rises  in  value. 
There  are  three  things  fatally  wrong 
with  that  idea.  First,  the  price  history 
of  any  type  of  art  shows  extreme  fluc- 
tuations: Rembrandt,  Cezanne,  Ho- 
kusai  and  just  about  anyone  else  you'd 
care  to  name  who  is  immensely  popu- 
lar today  have  been  utterly  out  of 
vogue  for  generations  at  a  stretch. 
Such  superstars  of  former  times  as 
Joshua  Reynolds  and  Alma-Tadema 
fell  from  value  and  now  sell  for  much 
less  in  real  terms  than  they  did  in 
their  heyday. 

Second,  "first  class"  always  per- 
force means  whatever  is  highest 
priced  at  the  moment.  If  a  given  deal- 
er has  a  $10,000  object  and  a  $1  mil- 
lion object,  he  of  course  considers  the 
latter  to  be  the  first-class  one.  And  yet 
the  money  was  made  buying  Rem- 
brandt when  he  wasn't  considered  first 
class.  Indeed,  some  of  the  greatest 
Rembrandts  were  acquired  in  com- 
paratively recent  years  from  the  de- 
scendants of  tradesmen  who  reluc- 
tantly accepted  Rembrandt's  pictures 
because  he  couldn't  pay  cash.  That 
was  the  time  to  buy.  He  was  as  first 
class  then  as  now,  but  he  wasn't  con- 
sidered first  class. 

Third,  to  be  realistic,  one  must  take 
account  of  turnaround  costs  (at  least 
50%  for  art),  lost  income,  insurance 
and  taxes.  Most  people  don't. 

Incidentally,  it  seems  to  me  that 
many  speculators  caught  up  in  the 
boom  psychology  in  art  and  collect- 
ibles are  confusing  two  functions  of  a 
"store  of  value":  maintenance  of  val- 
ue in  times  of  inflation,  versus  emer- 
gency reserves.  The  two  functions  are 
quite  distinct  and  separate. 

Well-chosen  art  objects  some- 
times— although  by  no  means  usual- 
ly— rise  as  fast  as  inflation.  However, 
such  objects,  unlike  gold  coins,  can- 
not usually  be  traded  for  potatoes  dur- 
ing a  first-class  crisis.  As  a  store  of 
value,  they  meet  the  test.  As  emer- 
gency reserves,  they  do  not. 

Lots  of  investors  in  art  today  have 
it  in  the  back  of  their  minds  to  turn 
their  collections  into  something  they 
can  live  off  should  times  get  hard. 
That,  alas,  is  an  unlikely  prospect. 
You  can  exchange  potatoes  for  art  on 
highly  advantageous  terms  during  cri- 
ses, but  not  vice  versa. 

So,  in  modem  art,  buy  what  you 
love  and  want  to  keep,  not  what  you 
hope  to  sell.  ■ 


Introduciiig  the  first  stable 
tax-free  money  market  fund. 


Your  investment  of  $20,000  or  more 
will  deliver  the  following  benefits: 

1.  Constant  $1  Share  Price 

2.  Daily  Tax-Free  Income* 

3.  Checkwriting  &  Wire  Liquidity 

4.  Quality  Portfolio 

5.  Diversification 

6.  Professional  Management 
Get  the  current  yield  and  more  facts 
today  on  this  unique  tax-free  invest- 
ment opportunity. 

Call  Free  Weekdays  8  AM  -  6  PM 

800-225-6190 

In  Massai-husetts  call  collect  617-523-1919 

•A  portion  may  be  subject  to  state  or  local  taxes. 


P.O.  B. 
82  Dei 


i832.  Dept.  JB  033180 
.nshire  St. .  Boston.  MA  02103 


FIDELITY 
TAX-EXEMPT 
MONEY  MARKET 

TRUST  For  more  complete  informa- 
tion, including  fees  and  expenses,  please 
write  or  call  for  a  prospectus.  Read  it  care 
fully  before  you  invest. 


Organization 


r  State  Zip 

■     [D  Personal   EH  Business   D  Institutional 
Fidelity  Group  Over  $6  billion  of  assets  under  management. 


Call 

800-621-0777 

Then  ask  your  bank 
to  match  this: 

•  Yield 

Now  paying  high  money  market  rates; 

•  Liquidity 

No  penalty  for  early  withdrawal; 

•  Minimum  investment 

Just  $2,500,  subsequent  purchases 
$100  or  more; 

•  &  Check-writing 

$500  or  more. 


In  Illinois  call 
(312)  641-6969 
collect 


SteinRoe  Cash  Reserves  seeks  the  high 
daily  interest  rates  a  savings  account* 
can't  hope  to  pay  on  a  similar  amount. 
Then  when  you  need  your  money, 
simply  write  Cash  Reserves  checks, 
and  continue  earning  income  right  up 
until  the  checks  actually  clear. 

SteinRoe  Cash  Reserves.  It's  The 
one  of  7  SteinRoe  Mutual  Funds.  Right 

_  Combination 

111 'stein  Roe  &  Farnham 

MUTUAL  FLJ/VDS 

for  more  complete  information  including  management  tee  charges  and 
expenses,  obtain  a  prospectus  Irom  Cash  Reserves  by  mailing  this  coupon 
Read  it  carefully  belore  you  invest  or  send  money 
'Of  course,  bank  accounts  offer  a  guaranteed  return  and  your  principal  is 
insured  by  a  government  agency 


■  SteinRoe  Cash  Reserves,  Inc. 

I  150  S.  Wacker  Drive 
|  Chicago,  IL  60606 

I  Name 


90380061  C361 


Address 

City 

State  Zip 

Company 

Telephone 

Also  send  Retirement  Plan 
Information:  □  IRA    □  Keogh 
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If  I  haven't  got  cancer  by  now  I'll  never  get  it.  I  just 
don't  want  to  luiow.  No  one  in  my  family  ever  had  cancer 
anyway.  My  husband  told  me  not  to  worry.  I  was  going 
to  go  but  1  remembered  the  goldfish  needed  feeding.  It 
was  raining  out,  and  I  was  afraid  I'd  get  sick  on  the  way. 
1  overslept  and  missed  my  appointment.  Who  care6.  1 
don't  have  a  doctor.  I  feel  fine.  I  missed  the  bus.  The 
canary  got  out  so  1  chased  II  around  for  hours.  1  forgot. 
I  had  to  get  a  haircut.  The  kids  wanted  ice  cream  first. 
The  traffic  was  terrible.  The  weather  was-  great  so  1  played 
golf  instead.  I'm  not  sick,  ever.  I  don't  have  the  money 
right  now.  If  cancer's  in  the  stars,  it's  in  the  stars.  I 
went  to  the  doctor's  on  the  wrong  day.  1  went  to  the 
wrong  doctor's.  Maybe  next  week  I'll  make  it.  It's  against 


my  religion.  I'm 
I'm  too  busy  nghj 
me.  My  father 
until  he  was  90 
wrong, 
I'm 
I  thoi 

and  fix  dinner.  I, 
me  the  day  off  ai 
I  couldn't  miss 


your 


a  few  pounds  first, 
fall  apart  without 
r's  and  he  lived 
about  it.  thing's 

cold. 

if  BJWo  care 

home 

oss  woWTtgive 
at  sale  on  linens 
rattle.  No  one  in 


my  family  ever^lB  cancer,  I'm  not  afraid  of  cancer.  1 

the  time  they  find  ilH/Kfl^ly  be  wo  late  I  was 

Cancer  of  the  what?  Doctors  are  boring.  In  my  business 
I  need  every  "i^ftftflMf  Trow  I  couldn't 
care  less.  But  'flLlflf 'UK-WW  '       1  forgot 

bridge  club  meWB  Bemoor^mJtcBr's  office  is  Ujo 
far  away  I  forgot  to  cash  a  checkTy  dog  was  lost,  and 
I  had  to  find  it.  It  was  hunting  season.  My  clothes  were 
at  the  laundry  I  feel  great.  It  upsets  me  to  talk  about  it. 
The  kids  would  rip  the  house  apart  if  I  went  out.  I  don't 
know  why.  If  1  haven't  got  cancer  by  now  I'll  never  get  it. 
I  just  don't  want  to  know.  No  one  in  my  family  ever  had 
cancer  anyway.  My  husband  told  me  not  to  worry.  I  was 
going  to  go  but  I  remembered  the  goldfish  needed  feeding 
It  was  raining  out,  and  I  was  afraid  I'd  get  sick  on  the  way. 
I  overslept  and  missed  my  appointment.  Who  cares.  I 
don't  have  a  doctor.  I  feel  fine.  I  missed  the'  bus.  The 
canary  got  out  so  I  chased  it  around  for  hours.  I  forgot. 
I  had  to  get  a  haircut.  The  kids  wanted  ice  cream  first. 
The  traffic  was  terrible.  The  weather  was  great  so  I  played 
golf  instead.  I'm  not  sick,  ever.  I  don't  have  the  money 
right  now.  If  cancer's  in  the  stars,  it's  in  the  stars.  I 


Everyone  has  an  excuse 
for  not  seeing  their  doctor 
about  colorectal  cancer.  How- 
ever, every  year  52,000  men 
and  women  die  of  colorectal 
cancer  in  this  country  alone. 
Two  out  of  three  of  these 
people  might  be  saved  by  early 
detection  and  treatment.  Two 
out  of  three. 

So  what  is  your  excuse? 
Today  you  have  a  new,  simple, 
practical  way  of  providing  your 
doctor  with  a  stool  specimen  on 
which  he  can  perform  the  guaiac 
test.  This  can  detect  signs  of 
colorectal  cancer  in  its  early 
stages  before  symptoms  appear. 
While  two  out  of  three  people 
can  be  saved.  Ask  your  doctor 
about  a  guaiac  test,  and  stop 
excusing  your  life  away. 


American 
Cancer  Society 

THIS  SPACE  CONTRIBUTED  AS  A  PUBLIC  SERVICE 


By  Srully  Blotnick 


There  is  a  special 
kind  of  agony  re- 
served for  fully  in- 
vested investors  in 
troubled  times.  Hav- 
ing committed  all 
their  capital,  they 
are  unable  to  take 
advantage  of  falling 
stock  prices.  Theirs 
is  a  double  distress: 
What  they  own  is  losing  value,  and 
the  bargains  becoming  available  are 
out  of  reach. 

There  are  many  more  such  inves- 
tors right  now  than  you  might  imag- 
ine. Although  billions  of  dollars  have 
flowed  into  Treasury  bills,  certificates 
of  deposit  and  money  market  funds, 
almost  half  the  investors  I  track  are 
fully  invested  in  stocks.  They've  been 
talking  gloom  and  doom  for  over  a 
year,  but  they're  closet  optimists  and 
have  been  buying  equities  all  along. 
Whatever  investment  capital  they 
currently  have,  they've  spent. 

How  do  you  think  such  investors 
respond  to  bad  news  that  sends  the 
market  lower?  That  is  the  question 
we  wanted  answered.  Specifically,  we 
were  curious  to  know  if  investors 
react  differently  to  a  market  decline 
depending  on  what  proportion  of  their 
capital  they've  already  invested. 

The  answer  is  definitely  "Yes."  You 
can  explain  it  this  way:  Sinking  mar- 
kets give  fully  invested  persons  that 
tight  feeling  in  the  pits  of  their  stom- 
achs; by  contrast,  people  with  cash 
reserves  remain  relatively  calm.  You 
can  see  why.  Those  with  cash  re- 
serves may  be  losing  on  their  stocks, 
but  they  also  know  that  every  day  the 
decline  continues  their  cash  will  buy 
them  more  shares. 
Mickey,  48,  provides  a  typical  ex- 

Dr.  Srully  Blotnick  is  a  practicing  psychologist 
and  auttor  of  Winning:  The  Psychology  of 
Successful  Investing. 


Psychology  cV  Investing 


Being  fully  invested  can  cause  paralysis  for 
an  investor  and  make  effective  action  on 
both  the  buy  and  sell  sides  impossible. 

THE  BEAR  AND 
THE  OSTRICH 


ample.  With  $71,000  invested,  and  no 
additional  funds  on  hand  to  do  more 
buying,  he's  an  avid  follower  of  finan- 
cial and  economic  developments,  par- 
ticularly when  the  market  stays  in  a 
narrow  trading  range  or  is  trending 
upward.  Then,  he  can't  wait  each  day 
to  check  the  prices  of  his  stocks. 

However,  when  the  market  de- 
clines for  a  number  of  days  in  a  row, 
something  fascinating  begins  to  hap- 
pen. "I  start  to  lose  interest  in  my 
stocks,"  Mickey  reports.  What  he 
means  is  that  he  becomes  conspicu- 
ously less  eager  to  see  how  he's  doing 
in  the  market  on  a  daily  basis.  Look- 
ing at  the  stock  tables  would  only  give 
him  that  old  sinking  feeling.  What 
makes  Mickey's  comment  unusual  is 
that  he  consciously  realizes  his  behav- 
ior changes  as  stock  prices  do.  Other 
investors  are  affected  similarly,  but 
aren't  aware  of  it. 

The  lengths  to  which  this  ostrich- 
like behavior  can  go  is  remarkable.  Of 
the  three  major  newspapers  in  the 
New  York  City  area,  only  the  New 
York  Post  prints  a  complete  listing  of 
the  day's  stock  activity.  That  particu- 
lar edition  is  of  great  interest  to  com- 
muters who  work  in  Manhattan,  who 
at  day's  end  want  to  read  it  while 
going  home  on  the  train. 

To  see  how  their  hunger  for  the 
paper  varied  with  stock  market  ups 
and  downs,  we  asked  regular  readers 
of  the  final  edition  of  the  Post  whether 
they  had  looked  at  that  day's  closing 
prices-  Two  factors  determined 
whether  they  replied  with  a  "Yes"  or 
a  "No." 

The  more  prolonged  the  market's 
decline,  the  more  likely  investors 
were  to  say  "No."  Said  one,  "I  don't 
want  to  look."  "I'll  have  a  better  eve- 
ning if  I  don't  know,"  said  another. 
The  second,  and  more  important,  fac- 
tor concerned  the  degree  to  which 
they  had  used  up  all  their  investment 
capital.  Fully  invested  investors  were 
significantly  more  likely  to  "not  want 
to  know."  As  one  put  it,  "Why  should 
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I  look?  There's  nothing  I  can  do  about 
it  anyway."  Another  commented,  "It 
only  upsets  me."  Uncertainty  or  a  ris- 
ing market  stimulated  their  interest; 
a  falling  one  killed  it. 

In  short,  during  periods  when  spec- 
ulative activity  was  high,  investors 
generally  became  more  involved  than 
they  previously  had  been  with  the 
market's  daily  fluctuations.  When  the 
market  suffered  an  extended  sinking 
spell,  they  backed  off,  claiming  that 
they  weren't  "gamblers"  and  didn't 
want  to  be  involved  "each  and  every 
day."  They  soon  began  reclassifying 
themselves  as  "conservative  inves- 
tors." The  more  fully  invested  they 
were,  the  more  that  was  the  case. 

The  majority  of  investors  have  the 
well-developed  ability  to  turn  a  deaf 
ear  to  anything  they  don't  want  to 
hear.  That  being  so,  it  is  hardly  sur- 
prising that  they  are  much  more  ac- 
tive during  periods  when  the  market 
is  rising  as  opposed  to  those  in  which 
it  is  falling.  During  declines  they  do 
little  or  nothing — and  yet  this  is  pre- 
cisely when  they  should  be  buying. 
That's  when  the  most  outstanding 
bargains  are  to  be  had.  Instead  they 
are  busy  primarily  when  the  market, 
or  a  few  of  its  most  glamorous  groups, 
is  in  a  clear  uptrend. 

There  are  some  very  clear  lessons  in 
this  for  us  all.  One  lesson  is  that  being 
fully  invested  is  rarely  a  good  idea,-  it 
warps  our  judgment.  It  makes  us  more 
likely  to  liquidate  at  the  bottom.  It 
deprives  us  of  the  courage  to  buy 
when  the  market  is  in  a  free  fall  (my 
studies  show  that  investors  who  have 
made  significant  gains  over  the  years 
made  their  best  buys  during  declines). 
Even  if  you  don't  spend  a  penny,  your 
liquid  reserves  thus  serve  a  valuable 
purpose  merely  in  allowing  you  to 
stay  open-minded  and  flexible,  an  all- 
important  investment  consideration 
in  the  upcoming  six  months. 

The  other,  more  immediate  conclu- 
sion I  draw  is  that  right  now  the  mar- 
ket is  extremely  vulnerable.  There  are 
too  many  fully  invested  people  out 
there,  and  too  many  of  them  concen- 
trated in  a  relatively  narrow  segment 
af  the  market — the  oil  stocks.  Should 
the  group  begin  to  plummet,  they  are 
}uite  likely  to  panic — as  they  did  in 
the  autumn  of  1979  when  their  pet 
gambling  stocks  collapsed.  This  could 
lead  to  a  sizable  selling  climax.  That 
would  clear  the  way  for  a  solid  recov- 
ery, but  not  until  the  overinvested  oil 
Dulls  are  so  battered  that  they  no  long- 
er rush  to  buy  the  New  York  Post  each 
evening.  ■ 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these 
securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  29,  1980 


1,250,000  Shares 

Blocker  Energy  Corporation 


Common  Stock 

($.10  Par  Value) 


Price  $14  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified  to 
act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Rotan  Mosle  Inc. 


Bache  Halsey  Stuart  Shields      Bear,  Stearns  &  Co.      Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  Incorporated 

Goldman,  Sachs  &  Co.  E.  F.  Hut  ton  &  Company  Inc. 

Kidder,  Peabody  &  Co.     Lazard  Freres  &  Co.     Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers 

Shearson  Loeb  Rhoades  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Warburg  Paribas  Becker     Wertheim  &  Co.,  Inc.     Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


«ss  SOME  SERIOUS  NOTES 
ON  MOVING. 

By  Victor  Borge 

■  When  you  move,  make  sure  your  mail  arrives  at 
)  your  new  address  right  after  you  do. 

The  key  is  this:  Notify  everyone  who  regularly 
sends  you  mail  one  full  month  before  you  move 
One  last  serious  note.  Use  your  new  ZIP  Code. 


Don't  make  your  mail  come  looking  for  you. 
Notify  everyone  a  month  before  you  move. 
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Diamond 

International 


99th  CONSECUTIVE 
YEAR  OF  DIVIDENDS* 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Feb.  28,  1980,  declared  a 
quarterly  dividend  of  55c  per  share  on  the  Com- 
mon Stock  and  30c  per  share  on  the  Series  A 
Preferred  Stock,  both  payable  May  1,  1980,  to 
shareholders  of  record  Apr.  10,  1980 


'Common  Stock 


GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing  •  Pulp  & 
Paper  •  Consumer  Products  •  Building  Materials 
&  Home  Supplies  •  Machinery  Systems 


Market  1  fends 


23  ways  to 
help  assure 
your 

company's 
future. 


Our  country  and  your  company  de- 
pend on  new  ideas  College-trained 
minds  produce  new  ideas  And  col- 
leges need  your  help  Write  on  your 
company  letterhead  to  CFAE  for  23 
ways  companies  can  aid  colleges 
We  can't  afford  to  run  out  of  ideas. 

Council  tor  Financial  Aid  lo  Education  Inc  tZt" 
680  Fifth  Avenue  NewYork  NY  10019  \f? 

A  Public  Service  of  This  Magazine  MR 
&  The  Advertising  Council  fiT*l 


"Showers  of  Diamonds 

Fountains  by  RAIN  JET® 

Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8-ft.  with  lights  — or  Foun 
tain  Heads  only.  Patented, 
energy-saving  design  — water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 

RAIN  JET  CORP..  Dept.  FS 

301  S  Flower  St  .  Burbank.  CA  91503 

Toll-free  800-423-2379 
Calif.:  213  849  2251  Collect 


Wage  and  price  controls  are  coming:  18% 
inflation,  maybe  a  20%  prime  rate  and 
18%  bond  yields  will  force  Carter's  hand. 

BONDS  FOR  THE 
MISBEGOTTEN 


By  Martin  T.  Sosnoff 


Friday  mornings 
Czardas,  my  chest- 
nut gelding,  takes 
me  out  for  a  ride. 
Two  mistakes  in  a 
row  is  a  sure  trip  to 
the  hospital.  The 
tail  switches;  down 
goes  his  head  and 
the  bucking  can 
bounce  you  out. 
This  is  what  it  must  feel  like  to  the 
bond  crowd,  bounced  out  of  the  saddle 
because  of  subliminally  bullish  expec- 
tations that  the  world  was  really  made 
for  conservative  investors  rather  than 
goldbugs  and  home  fuel  oil  traders. 
My  calls  come  into  the  stable  from  all 
over.  Gold  and  silver  in  a  narrow 
range,  copper  up  the  limit  5  cents. 
One  cold  day  in  February  seasoned 
corporates  gapped  down  seven  points, 
the  equivalent  of  a  two-year  trading 
range  in  more  temperate  cycles.  Bond 
traders  suddenly  generate  telephone 
disorders — no  voices,  no  bids.  Com- 
modities markets  lead  securities  mar- 
kets and  I  find  myself  reading  the 
commodities  tables  before  I  turn  to 
the  New  York  Stock  Exchange  list. 

The  best  investment  decisions  are 
made  far  from  the  roar  of  the  crowd. 
The  sweet  smell  of  horse  manure  per- 
vades the  bam  and  steam  rises  from 
Czardas'  back  when  I  lift  off  the  sad- 
dle. What  is  one  to  do?  The  valuation 
case  for  equities  was  demolished  in 
one  month  when  prime  bond  yields 
moved  past  14%.  The  earnings  yield 
for  stocks  has  hardly  ever  been  nega- 
tive relative  to  bonds,  but  we  are 
there.  If  historic  yardsticks  mean  any- 
thing the  market  should  correct  15% 
on  Standard  &  Poor's  industrials.  But 
General  Motors  has  told  its  invest- 
ment advisers  to  move  from  50%  in 


Martin  T  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  Sew  York,  and  the  authxjr  of 
Humble  on  Wall  Street. 


equities  to  70%.  Maybe  they  should 
have  told  their  banks  to  put  70%  of 
the  money  into  T-bills  and  the  re- 
mainder into  copper  futures. 

The  moonscape  in  bonds  makes 
long-range  financial  planning  a  silly 
game  that  should  be  left  to  assistant 
professors  of  finance  and  to  econo- 
mists. (They  should  all  be  fired.)  The 
liabilities  side  of  balance  sheets  for 
corporate  America  is  going  to  look 
more  and  more  like  corporate  Japan — 
bushels  of  short-term  debt — and,  at 
most,  ten-year  debenture  money  is  as 
far  as  the  passive  buyer  of  bonds  will 
venture.  The  balance  sheet  of  Sears, 
Roebuck  is  already  there.  A  conse- 
quence of  niggardly  thinking  in  the 
Sixties,  when  you  could  save  a  quarter 
of  a  point  staying  short — this  when 
40-year  bonds  yielded  4.25% ! 

The  clamor  for  wage  and  price  con- 
trols has  started  in  the  liberal  econo- 
mists' comer  only  to  meet  resistance 
by  Carter  and  the  Federal  Reserve 
Board,  which  has  predicted  the  next 
recession  every  month  for  the  past  18. 
Even  David  Rockefeller  isn't  making 
interest  rate  forecasts  any  longer. 
Pressure  on  Carter  will  be  enormous 
to  do  something  besides  talking  the 
economy  down.  The  Administra- 
tion's timing  on  all  economic  issues  is 
so  bad  that  it  is  nearly  axiomatic  that 
the  most  draconian  measures  will  be 
posted  on  the  wall  at  the  very  onset  of 
recession.  Ergo,  the  recession  will  bite 
deeply  and  suddenly. 

A  catalog  of  the  Administration's 
absurdities  in  matters  economic  is  in 
order.  They  beared  the  dollar  when 
they  should  have  bulled  it.  The  Federal 
Reserve's  policy  of  gradualism  in 
terms  of  money  supply  and  discount- 
rate  increases  did  nothing  but  provide 
a  hothouse  for  inflation.  We  all  got 
used  to  the  steady  but  mild  increases 
in  interest  rates.  Then  the  Treasury 
started  to  sell  gold  at  around  $250  an 
ounce,  I  think.  When  gold  hit  $850 
they  decided  to  stop  selling  on  the 
basis  that  markets  were  very  uncer- 
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tain  if  not  wildly  chaotic.  Need  I  go  on  ? 

What  is  the  market  saying  at  850 
when  statistically  it  belongs  15%  low- 
er? It  is  saying  that  wage  and  price 
controls  are  coming.  Carter  doesn't 
even  know  this  yet,  but  a  few  more 
months  of  18%  inflation,  maybe  a 
20%  prime  rate  and  18%  bond  yields 
will  force  his  hand.  Don't  laugh — this 
is  what  England  looked  like  in  1974, 
and  we  are  not  far  behind.  Then  there 
will  be  an  enormous  overnight  rally  in 
bonds  and  equities  from  whatever  lev- 
el they  may  have  descended. 

All  the  commodity  operators  who 
have  made  billions  will  be  left  at  the 
post,  and  the  General  Motors  board- 
room will  be  purring  that,  of  course, 
capital  always  goes  back  to  its  rightful 
awners.  Growth  stocks  finally  move 
out  of  the  mud.  Gold  moves  under 
$500  an  ounce.  Copper  falls  back  to  80 
:ents,  which  is  the  cost  of  marginal 
production,  and  sugar  languishes  at  14 
:ents  a  pound,  again  the  marginal  cost 
af  new  production. 

What  if  I  am  wrong  and  nothing  is 
done?  Welcome  to  the  commodity - 
ariented  society.  Bond  rates  must  re- 
flect a  real  rate  of  return  of  3%,  com- 
parable with  low-inflation  countries 
like  West  Germany.  If  inflation  is 
18%,  tack  on  3  points  for  bonds.  All 
Dusiness  is  tied  to  money  market 
:redit.  The  country  just  gets  used  to 
10%  rates  of  inflation  instead  of  10%. 
Vlunicipal  and  state  budgets  move 
>harply  into  deficit  positions  as  voters 
■esist  tax  levies.  Budgets  actually  get 
:ut.  Libraries  and  schools  close,  and 
/olunteer  firemen  work  overtime.  No- 
3ody  jokes  in  the  supermarket  when 
ground  round  goes  to  three  bucks  a 
:>ound.  In  Beverly  Hills  the  $2  million 
louse  with  three  bedrooms  moves  at 
54  million,  and  everyone  warehouses 
:wo  Benzes  and  two  Rollses.  The  rock 
star  crazies  demand  payment  in  gold 
jr  Swiss  francs,  and  business  manag- 
es tie  percentages  of  the  gross  to  an 
ndex  of  home  heating  oil. 

Don't  ask  me  what  happens  to  Wall 
Street.  All  the  security  analysts  turn 
nto  commodity  analysts.  Brokerage 
louses  are  run  by  margin  clerks  be- 
muse they're  the  only  ones  who  can 
igure  out  if  the  firm  is  solvent.  As  for 
noney  managers — they  cease  to  ex- 
st.  None  of  us  has  delivered  consis- 
:ently  for  ten  years  what  long-term 
)onds  presently  yield.  What  General 
Vlotors  should  do  is  fire  all  its  invest- 
nent  advisers  and  buy  long-term 
)onds  yielding  15%.  They  would  have 
:he  best  performance  in  the  country 
orevermorc.  ■ 


MULTIPLE  SCLEROSIS  IS  OF  VITAL  CONCERN 
TO  EVERYONE  WHO  LIVES  HERE. 

In  our  world  today,  an  estimated  one  and  a  half  million 
persons  are  victims  of  multiple  sclerosis.  MS  is  a  mysterious, 
debilitating  crippler.  for  which  there  is  no  known  cause  or  cure, 
that  seemingly  comes  from  nowhere  to  strike  at  young  people  in 
their  prime  years. 

There  used  to  be  no  help,  no  hope.  But  through  the  efforts 
of  the  National  Multiple  Sclerosis  Society,  and  the  contributions  of 
caring  people,  a  massive  research  program  is  under  way.  Many  feel 
the  answer  is  closer  than  ever  before.  And  we  can  find  it,  with  your 
help.  A  major  health  problem,  multiple  sclerosis  is  one  of  the  worst 
cripplers  since  polio.  It  should  not  exist  in  our  world  today. 

National  Multiple  Sclerosis  Society 
205  East  42nd  Street 
New  York,  New  York  10017 


I 


What  happens 
when  scarce  resources 
get  guzzled  up? 


We  believe  they  grow  in  value. 

If  you're  interested  in  capital 
growth  and  see  the  advantages  of 
investing  in  natural  resources  that 
may  become  more  scarce  —  and 
more  valuable  —  please  contact  us 

Our  portfolio  includes  com- 
panies which  own  or  develop  ~yC- 
natural  resources,  as 
well  as  shares  of 
other  promising 
enterprises,  ox 


r 


ROWE  PRICE 
NEW  ERA  FUND,  INC. 

I  A  No-Load  Fund 

I  100  East  Pratt  Street 
Baltimore,  Maryland  21202 

1-800-638-5660 
If  busy,  or  in 
Maryland 
call  301- 
547-2136 
collect. 


For  more  complete  information, 
ncluding  the  management 
fee  and  other  charges  and 
expenses,  obtain  a  prospec- 
tus. Read  it  carefully 
before  you  invest  or  send 
money. 
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Brokers  are  leaving  themselves  open  to 
lawsuits  if  they  dont  patiently  explain  the 
risks,  rules  and  rewards  of  the  game. 

MANAGING 
MONEY  IDEAS 


By  Stanley  W.  Angrist 

If  my  mail  and 
phone  calls  are  any 
indication,  the 
recent  run-up  in 
gold  and  silver 
prices  has  attracted 
a  lot  of  new  players 
into  commodity 
trading.  Once  again, 
I  find  the  newcom- 
ers extremely  unin- 
formed about  how  the  markets  work 
and  the  risk  they  are  taking  when 
assuming  a  market  position.  First- 
time  speculators  seem  to  be  especially 
ignorant  of  commodity  trading  mon- 
i  v  management  techniques. 

Bache  Halsey  Stuart  Shields,  Inc. 
has  published  a  little  booklet  entitled 
Money  Management  Concepts  for  Com- 
modity Traders.  I  am  going  to  summa- 
rize here  the  six  ideas  presented  in 
their  booklet.  In  some  cases  I  have 
modified  Bache 's  ideas,  based  on  my 
own  experience. 

1 )  Set  aside  a  specific  amount  of  cap- 
ital for  futures  trading.  Commodity 
trading  is  a  highly  speculative  activity 
and  large  amounts  of  money  can  be 
made  or  lost  in  a  very  short  time 
period.  Therefore,  it  is  important  for  a 
trader  to  determine  in  advance  just 
how  much  capital  he  or  she  wishes  to 
place  at  risk  in  the  markets.  These 
funds  should  then  be  deposited  in  the 
trading  account  and  not  added  to  in 
the  face  of  adversity.  By  doing  this,  a 
trader  can  build  a  trading  program 
based  on  the  available  capital. 

How  much  a  trader  should  put  aside 
for  trading  will  vary  widely  from  per- 
son to  person.  Formulas  based  on  in- 
come, net  worth  and  liquid  assets  do 
not  take  into  account  vital  factors 
such  as  age,  temperament  and  goals, 
all  of  which  should  be  considered  be- 

Stanley  W.  Angtist  is  a  professor  at  Carnegie- 
Mellon  University  and  tlje  author  of  Sensible 
Speculating  in  Commodities. 


fore  making  a  commitment.  The  best 
general  guideline  that  I  know  of  is 
that  the  amount  of  capital  commit- 
ted, if  totally  lost,  would  not  affect  your 
peace  of  mind  or  your  sleep.  If  such  a 
loss  affects  either,  then  you  have  put 
too  much  into  the  game. 

If  one  is  trading  a  portfolio  of  com- 
modities, as  seems  prudent  to  me, 
considering  today's  margin  require- 
ments, to  open  an  account  with  less 
than  $20,000  is  asking  for  trouble. 

2)  Never  enter  a  trade  before  clwosing 
a  stop-loss  point.  This  elementary  bit  of 
common  sense  is  probably  ignored  by 
a  majority  of  traders.  (And  that's  why 
the  game  constantly  loses  traders.) 
The  initial  stop-loss  point  should  nev- 
er be  moved  to  allow  greater  risk,  but 
of  course  can  be  moved  closer  to  the 
market  as  a  means  of  protecting  prof- 
its against  trend  changes.  Some  trad- 
ers believe  that  a  minimum  profit  ob- 
jective should  also  be  set,  but  I  find 
this  to  be  more  a  matter  of  individual 
taste  or  trading  strategy. 

3)  Be  sure  that  your  ratio  of  net  profit 
to  net  loss  is  at  least  2-to-l.  Contrary  to 
what  random-walkers  believe,  com- 
modity prices  tend  to  exhibit  more 
sustained  trends  than  would  be  ex- 
pected on  the  basis  of  pure  chance.  It 
is,  therefore,  wise  to  remain  with 
trends,  major  or  minor,  once  they 
have  been  correctly  identified.  It 
should  be  clear  that  this  technique 
will  tend  to  yield  a  significantly  larger 
number  of  losses  than  profits,  but  the 
size  of  the  profits  should  be  large 
enough  to  result  in  an  overall  growth 
of  the  account.  Furthermore,  it  must 
be  recognized  that  commissions  are  a 
real  cost  and  their  influence  on  the 
reward/risk  ratio  can  be  substantial 
when  relatively  small  profits  are  tak- 
en consistently.  Thus  it  is  better  to 
trade  for  a  few  large-price  moves  than 
for  many  small-price  moves. 

4)  Risk  no  more  than  10%  of  your 
trading  capital  on  any  single  position, 
and  no  more  than  30%  on  all  positions 
combined.  The  purpose  of  this  rule  is 


to  limit  the  adverse  effect  that  a  single 
bad  decision  can  have  on  an  account. 
Very  few  successful  traders  have  as 
much  as  45%  of  their  trades  work  out 
profitably;  you  can  imagine  what  the 
ratio  is  for  unsuccessful  traders.  In 
commodity  trading,  losses  must  be 
expected.  To  pretend  otherwise  or  to 
fail  to  make  adequate  allowance  for 
adversity  is  to  ignore  reality — which 
is  hardly  the  key  to  success  anywhere, 
least  of  all  in  the  futures  markets. 

If  one  utilizes  a  2-to-l  profit/loss 
ratio,  losses  will  result  in  about  two- 
thirds  of  all  positions  taken — though 
with  a  good  timing  method  the  loss 
percentage  could  approach  55%. 
Therefore,  the  probability  of  ten  con- 
secutive losing  trades  will  be  only 
about  1  in  60.  If  one  follows  the  10% 
rule,  even  ten  consecutive  losses 
would  reduce  the  account  to  only  35% 
of  its  initial  size.  The  10%  rule  is 
valuable  largely  because  it  will  auto- 
matically reduce  your  acceptable  risk 
if  your  trading  capital  decreases.  By 
allowing  no  more  than  30%  of  your 
trading  capital  to  be  at  risk  on  all 
positions  combined,  you  virtually  en- 
sure that  you  will  not  be  taken  out  of 
the  game  no  matter  what  happens. 

5)  Do  not  take  a  position  unless  your 
profit  objective  is  at  least  8  to  10  times 
your  commission.  Another  way  to  state 
this  rule  is,  don't  day  trade.  Newcom- 
ers to  the  market  are  intrigued  with 
the  idea  that  every  day  they  will  skill- 
fully dip  into  the  market  and  remove 
$200  or  whatever.  Reality  quickly  dis- 
abuses them  of  this  idea.  In  order  to 
do  this  you  must  be  right  at  least  60% 
to  70%  of  the  time  in  order  to  cover 
the  loss  trades  and  the  inevitable 
commissions.  Day  traders  possess  the 
unenviable  skill  of  being  able  to  quick- 
ly turn  a  substantial  amount  of  money 
into  commissions  and  losses. 

6)  Remember  that  margin  require- 
ments are  irrelevant  to  profit  and  loss 
objectives.  People  frequently  try  to  use 
margin  requirements  as  guidelines  for 
judging  profits  and  losses.  In  reality  it 
is  commissions  and  net  trading  cap- 
ital that  are  the  appropriate  yardsticks 
to  measure  trading  objectives.  Margin 
is  irrelevant  to  this  purpose  because  it 
is  not  a  cost,  a  purchase  price,  a  mea- 
sure of  value  or  a  measure  of  available 
capital.  In  commodity  trading,  margin 
is  a  security  deposit,  nothing  more. 

Keep  in  mind  that  sound  money 
management  is  a  vitally  important  as- 
pect of  futures  trading,  but  it  is  not 
the  whole  answer.  It  is  a  necessary 
supplement  to  sound  market  analysis, 
but  not  a  replacement.  ■ 
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The  trouble  with  most  of  us  is 
that  we  would  rather  be  ruined 
by  praise  than  saved  by  criticism. 
Norman  Vincent  Peale 


We  ought  to  avoid  in  ourselves 
the  fault  that  we  blame  in  others. 
Menander 


Rejection  can  either  bury  you 
or  it  can  make  you  say,  "I  don't 
accept  that.  I'm  going  to  show 
you  that  you're  wrong." 
Wayne  Newton 


Don't  jump  on  a  man 
unless  he's  down. 
Finley  Peter  Dunne 


If  someone  gives  you  so-called 
good  advice,  do  the  opposite; 
you  can  be  sure  it  will  be  the 
right  thing  nine  out  of  ten  times. 
Anselm  Feuerbach 


A  Text . . . 

He  that  answereth  a 
matter  before  he 
heareth  it,  it  is  folly 
and  shame  unto  him 
Proverbs  18:13 


Sent  in  by  R.C.  Rhinehart,  Monterey  Park, 
Calif  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


People  ask  you  for  criticism, 
but  they  only  want  praise. 
Somerset  Maugham 


Some  people  laugh  at 
the  very  notion  of  advising 
others,  and  when  they  are 
asked,  will  not  say  what  they 
think.  They  guess  at  the 
wishes  of  the  person  who  asks 
them,  and  answer  according  to  his, 
and  not  to  their  own,  opinion. 
Plato 


Thoughts 

on  the  Business  of  I  ife 


A  very  able  minister,  preaching 
on  criticism,  admitted  that 
criticism  can  sometimes  prove 
infinitely  more  valuable  than 
the  fair  words  of  friends,  and 
cautioned  against  shutting 
one's  ears  and  mind  to 
adverse  comments,  advising 
the  adoption  of  a  calm, 
philosophic  attitude  Only 
the  shallow  are  moved  by 
applause  from  without,  and 
only  tlx  shallow  allow 
unjustified  criticism  to 
ureck  tfjeir  peace  of  mind. 
Stand  right  with  yourself 
and  you  can  stand  criticism. 
B.C.  Forbes 


The  wise  learn  many  things 
from  their  foes. 
Aristophanes 


The  art  of  giving  advice  is 
to  make  the  recipient  believe 
he  Thought  of  it  himself. 
Frank  Tyger 


Here  is  the  beginning  of 
philosophy:  a  recognition 
of  the  conflicts  between 
men,  a  search  for  their 
cause,  a  condemnation  of  mere 
opinion  .  .  .  and  the  discovery 
of  a  standard  of  judgment. 
Epictetus 


Take  rest;  a  field  that  has 
rested  gives  a  bountiful  crop. 
Ovid 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


If  we  had  no  faults,  we  should 
not  take  so  much  pleasure  in 
noting  those  of  others. 
La  Rochefoucauld 


Correction  does  much,  but 
encouragement  does  more. 
Encouragement  after  censure 
is  as  the  sun  after  a  shower. 
Goethe 


To  be  receptive  to  criticism 
means:  to  erase  half  of  every 
deficiency  and  fault. 
Hans  Margolius 


The  rule  of  carving  holds 
good  as  to  criticism;  never 
cut  with  a  knife  what  you 
can  cut  with  a  spoon. 
Charles  Buxton 


The  illusions  of  hope 
are  apt  to  close  one's  eyes 
to  the  painful  truth. 
Harry  F.  Banks 


Who  is  more  forgiving  of 
your  mistakes  than  you? 
Robert  Half 


The  bad  you  hear  about  a  man 
may  not  be  true,  but  when  people 
say  something  good  about  him, 
you  can  bet  on  it. 
Robert  Quillen 


Nothing  makes  one  so  vain  as 
being  told  that  one  is  a  sinner. 
Oscar  Wilde 


Compose  books.  Man  may  either 
love  you  or  hate  you.  Compose 
yourself.  God  blesses  you.  Man 
loves  you.  Finally  you  will  be 
surprised  to  discover  that  both  God 
and  man  are  truly  proud  of  you. 
Sri  Chinmoy 


If  you  want  angry  criticism, 
state  your  idea  clearly  and 
emphatically. 
William  Feather 
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How  do  you  handle 
a  million-share  buy-back 
when  everyone  knows 
who's  buying? 

Merrill  Lynch  says, 
with  kid  gloves. 


When  youVe  making  a  big 
open-market  reacquisition,  you 
have  to  let  the  public  know. 

And  that  means  the  price  is 
likely  to  go  up  a  couple  of 
points... unless  you  really  know 
what  youVe  doing. 

One  Merrill  Lynch  client 
wanted  to  buy  back  a  million 
shares  of  stock— 200,000  of  them 
within  a  week.  Our  job  was  to 
keep  him  from  falling  victim  to 
a  lopsided  sellers  market. 

How  did  we  do  it?  With  a 
delicate  touch.  With  instinct. 
With  a  gut  feel  for  the  market, 
and  a  fine-tuned  sense  of  timing. 

A  trader  has  to  feel  how  the 
stock  will  move.  He  has  to  buy 
just  before  it  goes  up,  know 
when  to  walk  away  from  the 
market  and  when  to  move  in 
aggressively  again. 

The  Merrill  Lynch  trader 
judged  his  success  by  his  ability 
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A  breed  apart. 

to  beat  the  mean  price  of  each 
market  day,  and  75  percent  of 
the  time  he  did  it.  He  was  able  to 
buy  back  the  first  200,000 
shares  within  a  half-point  price 
range,  and  he  executed  the 
whole  order  so  successfully  that  a 
few  months  later  the  company 
decided  to  repurchase  another 
million  shares,  with  Merrill 


Lynch  as  the  exclusive  broker. 

Now,  the  surprising  thing 
isnt  that  this  company  came  to 
Merrill  Lynch  for  the  execution 
of  a  particularly  sensitive  block 
trade.  It's  that  they  came  to  us 
even  though  Merrill  Lynch  was 
not  their  traditional  investment 
banker.  And  once  thev  saw  what 

J 

we  could  do,  they  sought  our 
services  again. 

Which  just  goes  to  show:  in 
executing  block  trades,  Merrill 
Lynch  is  a  breed  apart. 

Next  time  you  have  a  sensi- 
tive trade  in  mind— one  that  calls 
for  a  delicate  hand  and  a  superla- 
tive feel  for  the  market— think  of 
Merrill  Lynch. 

For  more  information,  write 
to  James  R.  Ridgway,  Merrill 
Lynch  White  Weld  Capital  Mar- 
kets Group,  One  Liberty  Plaza, 
New  York,  N.Y.  10080. 

Merrill  Lynch 

Merrill  Lynch  White  Weld  Capital  Markets  Group 
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This  is  10,000  feet  of  top  quality  drill  pipe,  made  by  a  Citibank 
customer  in  Texas.  It  would  cost  you  a  quarter  of  a  million  dollars. 


Oil  exploration  comes  high  — but  at 
$25  a  foot,  the  world's  best  drill  pipe  is 
no  extravagance. 

It  is  produced  by  Tubular  Finishing 
Works,  America's  only  manufacturer  of 
a  complete  drill  string  product,  and  one 
of  several  Grant  Corporations  subsid- 
iaries that  look  to  Citibank  for  financing 
assistance.  Quenched,  tempered  and 
processed  to  extraordinary  standards 
and  specifications,  this  premium  pipe 
is  built  to  withstand  the  tremendous 
stresses  of  probing,  miles  deep,  into  an 
earth  from  which  man  must  continually 
wrest  new  energy  resources. 

Citibank  provides  us  with 
expandable  credit! 

Says  Chairman  Charles  B.  Grant 
CEO  of  Houston's  Grant 
Corporations:  "We  work,  and 
work  hard,  to  be  known  as  the 
'people  who  care'- and  Citibank 
has  demonstrated  the  , 
same  concern  for  the  needs 


of  our  developing  companies.  The 
asset-based  financing  they  provide  for 
us,  among  other  services,  is  flexible, 
increasing  as  our  assets  increase'.' 

Besides  asset-based  financing, 
Citibankers  have  met  Grant's  needs 
with  such  services  as  equipment  leas- 
ing, money  transfers,  letters  of  credit. 

Chairman  Charles  B.  Grant  of  (haul 
Corporations  (left),  discussing  future  product 
development  with  bankers  Joe  Van  Houten.  V  P.. 
New  York  (center)  and  Stcrc  Karper,  V.P., 
Houston  (right). 


and  strategy  counseling  for  a  rapidly 
growing,  privately-held  business. 

Citibankers  underwrite  vision! 

Adds  Citibanker  Joe  Van  Houten: 
'The  vision  that  foresaw  the  need  for 
high  volume  of  special  quality  drillinj 
products  has  made  Grant  Corporation 
an  important  factor  in  world  energy 
markets,  with  43  sales  offices  and 
warehouse  locations  in  24  countries'.' 

Through  asset-based  financing  anc 
other  appropriate  services,  Citibank 
demonstrates  its  continuing  commit- 
ment to  the  development  of  sound 
growth  companies  in  every  field  of 
endeavor.  To  the  growth  company  wi 
justified  larger  ambitions,  the 
support  of  a  major  bank 
that  is  so  disposed  can  be 
of  singular  helpfulness. 


CITIBANKS 

A  subsidiary  of  Citicorp 
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COMSAT'S 
COMSTAR 

WHAT 
NEXT 
FOR  THE 

GOLDMINE 
IN  THE  SKY? 


Can  your  corporation  afford  not  to  use 
the  Mercedes-Benz  300  SD  Turbodiesel 
as  the  company  car? 


A  big  car  may  tell  the  world 
your  firm  is  affluent.  The 
300  SD  tells  the  world  your 
firm  is  conscientious,  and 
innovative,  and  shrewd. 

For  companies  tired  of  run- 
ning large,  thirsty,  wastef  ul  auto- 
mobiles, salvation  is  at  hand:  the 
Mercedes-Benz  300  SD  Turbo- 
diesel Sedan. 

One  dash  from  zero  to  55  mph 
will  dramatize  the  fact  that  this  is 
not  just  a  responsive  Diesel,  but 
the  most  powerful  Diesel  automo- 
bile sold  in  America— or  for  that 
matter,  in  the  world. 

But  the  Mercedes-Benz  300  SD 
has  no  powerful  appetite.  The 
Turbodiesel  sips  the  fuel  it  uses  at 
an  estimated  EPA  rate  of|24|mpg. 
The  EPA  highway  estimate  is 
32  mpg*  Compare  this  to  other 
( ars.  You  may  get  different  mile- 
age, depending  on  speed, 
weather  conditions,  and  trip 
length.  Your  actual  highwav 


mileage  will  probably  be  less  than 
the  highway  estimates. 

20  tankfuls  per  annum? 

Multiply  the  EPA  mileage  by  the 
Turbodiesel's  21.7  gallon  fuel 
tank  and  a  conceivable  520-mile 
cruising  range  results. 

Thus,  if  vour  firm  uses  its 
Turbodiesel  about  10,000  miles  a 
year  in  mostly  city  traffic,  your 
fuel  needs  could  possibly  drop  to 
about  20  tankfuls  a  year. 

At  the  same  time,  your  sense  of 
riding  and  driving  comfort  may 
well  soar.  The  Turbodiesel's 
interior  is  a  stxjthing  medlev  of 
padding  and  carpeting  and  space. 
First-class  comforts  abound: 
bi-level  climate  control,  electric 
windows,  even  reading  lamps  in 
the  rear. 

Road-holding  manners 

First-class  engineering  lends 
this  car  quick  reflexes  and  impec- 
cable road-holding  manners.  No 


wallowing  or  pitching  over  nasty 
roads.  The  Turbodiesel  is  not  a 
block  long.  In  fact,  its  wheelbase 
measures  only  1 12.8  inches. 

Piece  de  resistance 

The  Turbodiesel's  bodv  is 
welded  at  6,000  points  and  armed 
with  77  lbs.  of  anti-corrosion 
protection. 

It  should  resist  rattles  and  rust 
—and  depreciation.  Over  a  three- 
year  span,  Mercedes-Benz  sedans 
have  proven  to  keep  at  least 
80  percent  of  their  original  value. 

In  the  final  analysis,  the  300 SD 
Turbodiesel  may  define  some- 
thing more  than  the  most  satisfy- 
ing car  for  vour  company. 

It  may  define  the  most  satisfy- 
ing car  for  the  times. 


Engineered  like  no  other 
car  in  the  world 
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Changing  Jobs? 


How  To  Be  Marketed  At  Over  $1 00,000! 


Do  you  know  the  one  organiza- 
tion in  America  that  has  the  most 
experience  at  marketing  six-figure 
executives  into  better  jobs? 

It's  Robert  Jameson  Associates, 
an  affiliate  of  Performance 
Dynamics  International,  the 
nation's  leading  outplacement 
consulting  firm. 

While  we  market  executives  at 
all  levels,  our  program  for  those 
of  you  worth  $100,000  or  more 
is  based  upon  some  very  special 
knowledge  and  insight.  In  fact, 
if  you  are  qualified  for  our  as- 
sistance, the  chances  are  that  a 
marketing  program  by  Robert 
Jameson  would  bring  you  more 
interviews  and  offers  than  you 
could  ever  hope  to  achieve  on 
your  own. 

What  is  the  marketing  program 
of  Robert  Jameson  Associates? 

Briefly,  it's  an  intensive  effort, 
one  that  requires  the  assign- 
ment of  a  team  of  top-flight 
professionals  to  help  each  person 
meet  highly  individualized  job 
search  goals. 

Our  objective  is  to  introduce 
our  clients  to  opportunities 
offering  challenge,  stature  and 
financial  reward;  to  maximize 
their  ability  to  gro  w ;  and  to  enable 
them  to  win  jobs  which  satisfy 
their  needs  for  contributing  to  an 
organization. 

How  do  we  do  this?  Well,  we 
start  by  identifying  their  market- 
able assets,  pinpointing  career 
and  industry  options  .  .  .  and 
developing  a  detailed  "game 
plan"  for  getting  interviews  on  a 
discreet  basis. 

We  then  update  them  on  the 
latest  search  techniques . . .  write  all 
resumes  and  letters  .  .  .  handle  all 
printing  .  .  .  and  when  advisable. 


sharpen  their  presentation  skills 
in  our  color  television  studios. 


can  reasonably  expect  to  attain 
their  desired  goals,  and  who  are 


When  they  are  ready  to  gft jf^NQ^f?111111'^6^  to  excellence  in 
the  job  market  we  also  supply  tneir  field  as  we  are  in  our  own. 

contacts.  This  is  done  thrcaigh  <afli 
a  sophisticated  ComputernftfBr-*  ft 

mation  System  covering  most  qf      What  are  the  costs,  and 

the  nation's  employers,  and  it'rfltWWkw  much  time  does  it  take? 


an  incredible  time  saver. 

(By  the  way,  we're  also  the 
only  firm  in  the  U.S.  with  a 
research  department  that  can  put 
an  executive  in  touch  with  85% 
of  all  newly  released  openings . . . 
and  that 's  in  all  areas,  from 
London  to  Seattle,  and  from  Los 
Angeles  to  Boston.) 

For  most  senior  executives, 
we  manage  the  entire  effort ...  do 
all  the  hard  work  .  .  .  and  market 
them  to  carefully  selected 
organizations  throughout  the 
world.  As  part  of  our  work,  we 
then  continue  assisting  each  client 
right  up  through  negotiation  of 
the  complete  financial  package 
and  contract. 

What  types  of  executives  are 
marketed  by  Robert  Jameson? 

Robert  Jameson  Associates 
has  successfully  marketed  top 
executives  from  all  walks  of  life. 
Our  clients  have  included  presi- 
dents of  Fortune  500  companies, 
retiring  admirals  and  generals, 
former  political  leaders  and  uni- 
versity presidents. 

One  of  the  reasons  for  our 
success  is  our  own  select  group 
of  professionals.  Their  experience 
cuts  across  all  of  American 
industry,  and  they  are  the 
country's  foremost  experts  in 
executive  marketing. 

Another  reason,  quite  frankly, 
is  that  we  are  highly  selective.  We 
accept  as  clients,  for  our  senior 
executive  program,  only  those 
who  with  our  assistance 


The  precise  cost  depends  on 
exactly  what  we  do  in  each 
situation.  However,  our  pro- 
fessional fees  are  100%  tax 
deductible.  Also,  one  of  the  best 
parts  about  Robert  Jameson 
Associates  is  that  we  have  a  wide 
range  of  capabilities  and  we  can 
tailor  our  program  .  .  .  depending 
on  how  we  assess  your  needs. 

As  far  as  timing  is  concerned, 
the  speed  depends  upon  the 
specifics  of  your  situation,  and 
how  fast  you  wish  to  move. 

Here's  what  others  say 

Business  Week  has  written  2 

articles  on  just  some  of  Robert 

Jameson's  ideas  and  called  them 

"indispensable.  " 

Personnel  Magazine  said  the 

Robert  Jameson  system  is  "a 

breakthrough.  " 

In  the  last  year  alone,  our 

ideas  have  been  the  subject  of 

articles  in  more  than  200  media. 

How  to  learn  more 
without  cost  or  obligation 

To  discuss  your  personal  situa- 
tion and  to  find  out  if  we  have  a 
mutual  interest,  we  invite  you  to 
call  or  write  in  total  confidence, 
Mr.  Henry  Lesher  of  our  Senior 
Executive  Division  at  (201) 
887-8800.  After  a  preliminary 
assessment  of  your  situation, 
we'll  be  happy  to  forward 
full  information  about  our  firm, 
and  the  types  of  assistance  we 
can  make  available  to  you. 


Robert  Jameson 
Associates 


Corporate  Headquarters: 

400  Lanidex  Plaza,  Parsippany,  New  Jersey  07054 
Telephone:  (201 )  887-8800  -  Other  offices  in: 
Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Detroit 
Long  Island  •  New  York  •  Philadelphia  •  Pittsburgh 
America's  Leading  Executive  Marketing  Firm     Stamford  and  Washington,  D  C. 
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How  Johnson  Controls  gives  Jack  Fishburt 


Jack,  what  was  your 
problem  here? 

This  building  is  only  15,000  square 
feet,  but  it  has  a  lot  of  heating  and  air 
conditioning  equipment  packed  into 
it.  There's  a  lot  that  could  go  wrong, 
and  club  members  just  won't  stand  for 
breakdowns  that  can  ruin  their  lei- 
sure hours.  They  expect  things  to  run 
smoothly.  This  building  is  11  years 
old,  and  up  to  three  years  ago  we  had 
breakdowns  aplenty. 

How  did  you  handle 
breakdowns? 

With  a  long  list  of  emergency  phone 
numbers,  and  getting  people  out  here 
to  make  prompt  repairs  was  like  pull- 
ing teeth.  Then  three  years  ago  we 
contracted  for  a  Custom  Programmed 
Maintenance  program  with  Johnson 
Controls.  Today  they  do  the  whole 
job — furnace,  boilers,  chillers,  fans, 
thermostats,  the  works.  If  there's  a 
problem  I've  got  just  one  number  to  call 

Have  you  saved  energy? 

Our  Johnson  Controls  man  told  us  we 
could  save  a  lot  of  energy  by  recircu- 
lating warm  air  in  winter  and  bring- 
ing in  cool  outside  air  in  summer. 
He  would  have  to  run  a  few  control 
lines,  but  the  cost  was  minimal. 
Although  gas  rates  increased  tre- 
mendously, our  bill  in  1978  was  the 
same  as  in  1977.  I  figure  we're  saving 
15%  to  20%  a  year. 


Are  there  other  ways  Johnson 
Controls  has  helped  you? 

Oh,  yes.  You  see,  coming  in  here  on  a 
regular  basis,  they  know  our  building 
They  know  what's  needed.  They  gave 
us  a  complete  program  for  setting 
all  our  thermostats  so  we  could  com- 
ply with  Federal  energy  regulations 
without  compromising  comfort. 
These  Johnson  people  really  know 
their  business. 


Would  you  say  you've  got  total 
control  now? 

Yes,  and  we  certainly  need  it.  In  this 
business  you  learn  to  expect  break- 
downs on  holidays  and  weekends. 
Not  any  more.  By  coming  in  here 
every  other  month,  Johnson  Controls 
prevents  breakdowns  before  they 
happen.  As  I  said,  the  big  thing  for 
a  club  like  this  is  to  maintain  it  in 
smooth  running  order.  We're  doing 
it  with  the  help  of  Johnson  Controls. 


JQHNSOh 


Jack  Fishburxi 
Manager 

Rolling  Hills  Country  Club 
Golden.  Colorado 


CONTROLS 

The  total  control  company 


Your  single  source  for  design,  manufacture,  installation  and  service  of  automated  building  controls.  Proprietary  or  time-shared.  Energy  mi 
agement,  heating,  air  conditioning,  fire  management,  security,  communications  and  mechanical  maintenance.  ©  1980  Johnson  Controls,  Ii 


otal  control  of  Rolling  Hills  Country  Club. 
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This  free  brochure  gives  you  full  information  on 
how  you  can  get  the  most  out  of  your  building  sys- 
tems with  Johnson  Controls  Custom  Programmed 
Maintenance.  Send  for  your  free  Ideabook  today: 

Tom  Zukowski,  National  Service  Sales  Manager 
Johnson  Controls,  Inc. 

Ref.G-04,  Box  423,  Milwaukee,  Wisconsin  53201 
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When  Staff  Writer  Allan  Sloan  started  to 
collect  information  about  this  issue's 
cover  story  on  Comsat  in  December,  he 
began  to  feel  as  if  he  had  fallen  into  a 
time  warp  and  was  back  in  1969.  That's 
when  he  first  started  writing  business 
stories,  at  the  Charlotte  (N.C.)  Observer. 
Not  many  people  wanted  to  talk  to  him, 
he  recalls,  because  he  asked  nasty  ques- 
tions. "The  people  were  doing  me  a  fa- 
vor," he  says,  "because  they  forced  me  to 
find  other  sources  of  information — and 
sooner  or  later,  the  guys  who  were  duck- 
ing had  to  see  me  anyway. 

"Comsat  was  like  that,"  Sloan  adds. 


"The  Comsat  PR  lady  was  incredibly  un- 
helpful. She  usually  took  days  to  return 
phone  calls,  and  told  me  it  was  'impossi- 
ble' for  me  to  interview  Joseph  Chary k, 
Comsat's  CEO.  I  made  one  trip  to  Wash- 
ington on  speculation,  going  to  meet 
people  who  knew  about  satellite  stuff,  to 
see  what  was  in  the  files  at  the  FCC  and 
to  wander  through  the  halls  of  Comsat  to 
see  what  I  could  find.  That  turned  up 
enough  to  make  it  worth  writing  a  story, 
so  I  made  a  second  trip  to  Washington  to 
do  some  more  interviews. 

"While  I  was  there,  I  called  Bob 
Schwartz,  Comsat's  PR  vice  president, 
and  insisted  he  see  me  that  afternoon, 
which  he  did.  Making  the  supreme  sacri- 
fice, I  gave  up  my  seat  on  a  convenient 
afternoon  flight — ever  try  to  get  from 
Washington  to  Newark? — and  went  to 


see  Schwartz.  We  had  a  nice  talk.  When  I 
convinced  him  that  I  was  interested  in 
Comsat — rather  than  being  obsessed 
with  Comsat's  very  tentative  satellite- 
to-home-TV  venture  with  Sears,  Roe- 
buck— things  changed.  A  few  days  later 
Schwartz  called,  and  we  set  up  the  inter- 
view with  Charyk." 

Meanwhile,  Anne  Bagamery  of 
Forbes'  research  staff  was  assigned  to 
work  with  Sloan.  They  made  the  rounds 
of  the  space  satellite  crowd  again.  Sloan, 
an  old  space  freak — he  thinks  it's  crimi- 
nal that  the  U.S.  space  program  seems  to 
have  ended  with  landing  on  the  moon — 


says  he  was  glad  to  see  that  most  of  the 
space  people  were  open,  helpful  and  had  a 
sense  of  humor.  They  struck  him  as 
"pioneer  types."  Bagamery,  who  can 
take  space  or  leave  it  alone,  was  not 
exactly  dazzled.  "The  technology  looks 
very  slick  and  beautiful,"  she  says,  "but 
when  you  find  out  how  it  all  really 
works,  it's  just  like  everything  else — held 
together  by  chewing  gum,  chicken  wire 
and  a  little  luck." 

"It  was  a  lot  of  fun,"  Sloan  concluded. 
"I  got  to  look  at  communications  satel- 
lites, and  I  got  a  Comsat  key  ring,  a 
Marisat  three-sided  pen  (designed  not  to 
slide  off  a  ship's  desk  during  rough  seas) 
and  a  Comsat  tie  clip." 

Not  to  mention  the  story  that  begins 
on  page  44. 


Staff  Writer  Sloan  and  Reporter- Researcher  Bagamery 

Sooner  or  later,  even  pioneer  types  have  to  face  those  nasty  questions. 
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FULL  AHEAD  INTO  THE  EIGHTIES. 


With  one  of  the  most  modern  and  efficient 
fleets  afloat,  OSG  transports  oil,  iron  ore,  coal, 
grain  and  other  bulk  commodities  to  ports 
around  the  globe. 

OSG  is  the  only  public  company  engaged 
exclusively  in  bulk  shipping  in  both  the  U.S.  and 
worldwide  markets. 

Since  1970,  earnings  per  share  have  grown 
at  a  compounded  rate  averaging  over  20% 
annually.  In  1979,  the  Company's  net  income 
exceeded  $65  million. 


Our  ability  to  sustain  a  steady  growth  in 
earnings  has  been  due  primarily  to  a  char- 
tering policy  strongly  favoring  medium-  and 
long-term  contracts,  and  to  continuing  fleet 
expansion.  During  the  1970s,  our  fleet  has 
increased  from  1.1  million  to  5.5  million  dead- 
weight tons. 

We  would  be  pleased  to  send  you  a  copy  of 
our  1979  Annual  Report  containing  a  description 
of  our  industry  and  detailing  the  results  of  our 
operations. 


1970     71       72      73     '74      75      76      77      78      79  1970     71       72      73      74       75      76      77      78  79 

Dec  31  Dec  31 

Overseas  Shiphdding  Group,  Inc. 

The  Bulk  Shipping  Company  New  York  Stock  Exchange  Symbol:  OSG 

1114  Avenue  of  the  Americas,  New  York,  NY  10036/Tel:  (212)  869-1222 


Bell  helping  you  to  manage  your  business  better  #1 


ARE  YOU  CLOSING  YOUR  EYES 
TO  THE  PROFIT  POTENTIAL 
IN  800  SERVICE? 


Today,  over  29,000  companies 
have  discovered  the  profit  potential 
in  the  800  Service  number. 

They  are  small  and  large  com- 
panies. They  represent  all  types  of 
businesses  —  antiques,  chemicals, 
florists,  lab  supplies,  and  lots  more. 

That  means  there's  a  variety  of 
ways  to  use  800  Service.  If  you're 
not  using  it,  maybe  there's  a  poten- 
tial you  haven't  yet  spotted. 

Here  are  some  of  the  things 
we've  learned  that  may  help  you. 

Instant  Action  With  Direct  Sales 

Your  customer's  interest  is  at  its 
highest  when  he  or  she  first  sees 
your  ad.  The  800  Service  number 
lets  customers  respond  instantly.  It 
prompts  people  to  buy,  improves 
the  number  of  responses  you  get. 

Do  you  publish  a  catalog?  Peo- 
ple find  it  easier  to  call  your  800  Ser- 
vice number  than  to  fill  out  a  catalog 
order  form.  And  your  order  people 
can  suggest  additional  items  to  buy. 

Smaller  companies,  which  spe- 
cialize in  one  type  of  product,  such 
as  competition  swimwear  or  cus- 
tomized auto  bodies,  have  found  the 
800  Service  especially  profitable. 

Sell  To  Other  Businesses 

When  your  customers  want  to 
order,  and  your  salesperson  isn't  due 
for  a  visit,  all  they  have  to  do  is  call 
your  800  Service  number.  They  can 
discuss  their  needs  with  your  sales- 
people, make  substitutions  on  the 
spot,  learn  about  new  products,  be 
reminded  of  discounts  and  deals. 

Complaints  are  cleared  up, 
orders  are  processed  and  delivered 
faster.  With  better  service,  you  have 
an  edge  over  the  competition. 

One  company,  by  adding  800 
Service,  was  able  to  close  down  its 
nationwide  sales  offices.  Now  cus- 
tomers, instead  of  calling  one  of  the 
local  offices,  call  central  headquar- 
ters. It's  faster  and  more  efficient- 
yet  warm  and  personal. 

Give  Customers  Information 

With  800  Service,  consumers 


can  find  out  where  your  retail  outlets 
are,  what  stores  carry  your  product. 
Do  they  want  product  information  — 
sizes  or  colors?  Do  they  want  to 
locate  the  nearest  repair  service? 
800  is  the  answer. 

One  camera  manufacturer  gives 
advice  on  picture  taking  with  it.  A 
model  airplane  manufacturer  has 
substantially  reduced  returns  with 
instant  help  on  getting  models  to  fly. 
In  this  way,  too,  they  catch  defects 
when  new  products  are  launched. 

Measure  Advertising  Response 
With  800  Service,  you'll  know 
immediately  how  effective  the  ad  is. 
You'll  discover  which  media  are  pull- 
ing best.  And  ask  any  other  question 
that  might  be  helpful  in  evaluating 
your  advertising. 

When  you  learn  instantly  which 
are  your  best  ads,  you  can  pull  the 
poor  performers  at  once  and  so 
increase  advertising  productivity. 

Improve  Company  Image 

Consumer  attitudes  can  help  or 
hurt  your  business.  In  this  age  of 
consumerism,  800  Service  demon- 

(Cl)  Bell  System 


strates  your  willingness  to  talk,  gives 
you  an  honest,  candid  image. 

800  Service  lets  you  answer 
consumer  questions  quickly  and 
courteously.  It  turns  potentially  dis- 
satisfied customers  into  friends. 

Company  stockholders  can  also 
talk  to  you  in  this  way.  And  it's 
easy  for  potential  stockholders  and 
financial  analysts  to  establish  con- 
tact and  request  additional  infor- 
mation, annual  reports,  or  special 
brochures. 

Here's  More  Help 
In  addition  to  800  Service,  Bell 
has  all  these  programs  to  help  you 
manage  your  business  better. 

#2  WATS  Lines  for  Small  and 
Medium  Business.  Learn  the  most 
economical  ways  to  buy  WATS— by 
time,  by  area— and  how  WATS  can 
build  profits,  improve  customer  ser- 
vice, and  reduce  selling  costs. 

#3  Remote  Call  Forwarding  (RCF). 

Customers  dial  a  local  number, 
reach  you  in  a  distant  city.  You  have 
local  "presence''  without  the 
expense  of  a  local  office.  Lets  you 
open  new  markets,  test  out  those 
new  markets  and  give  better  service. 

#4  Selling  Smaller  Accounts. 

Instead  of  visiting  distant  accounts, 
sell  by  Long  Distance.  Reduce  the 
cost  of  making  the  sale.  Sell  more 
accounts.  Reach  customers  at  the 
point  where  lowered  inventory 
prompts  them  to  buy. 

#5  Improving  Credit  Management. 

It's  the  key  to  cash  flow— programs 
that  expand  your  market,  develop 
customers, build  profits.  Helps  you 
check  the  customer's  ability  to  pay, 
calculate  marginal  risk,  and  collect 
overdue  accounts. 

#6  Handling  Inquiries.  Turn  mail  or 
phone  inquiries  into  sales.  Learn 
how  to  capitalize  on  a  prospect's 
interest  immediately  with  quick  and 
competent  action.  Establish  rapport 
that  cannot  be  achieved  by  respond- 
ing through  the  mail. 


CALL  800-821-2121, 

Ext.  945. 

toll  free  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  945. 


A  BELL  BUSINESS  EXPEBT 
WILL  TALK  TO  YOU.  You  can 
expect  to  have  a  relaxed,  friendly 
talk.  You'll  discover  whether  the  800 
Service  number  can  be  a  practical, 
profitable  plus  for  your  business.  To 
help  you,  we'll  need  information.  So 
we'll  ask  questions,  like  the  ones 
listed  below.  No  surprises,  nothing 
you  won't  have  the  answer  to.  You'll 
find  the  discussion  thoroughly 
enlightening  and  enjoyable. 


Q.  What  is  your  product  or  service? 
Q.  How  many  accounts  do  you  sell 

or  service? 
Q.  What  geographic  area  do  they 

cover? 

Q.  How  many  locations  does  your 
business  have? 


I'll  take  a  good 
look  at  it. 


Q.  What  type  of  advertising/promo- 
tion do  you  use? 
Q.  Do  you  accept  collect  calls? 


Q.  Do  you  use  services  other  than 
your  local  lines,  such  as  BCF? 

Q.  How  do  you  handle  inquiries  at 
present? 

Q.  Do  you  have  plans  to  meet  spe- 
cific business  objectives— such  as 
increasing  market  coverage? 


OR  WRITE. 


Fill  in  below  or  attach  vour  business  card  and  mail. 


Yes,  I  am  interested.  Tell  me 
more  about: 

□  #1  800  Service 

I  would  also  like  to  know 
more  about  the  subjects  I've 
checked  below. 

□  #2  WATS  Lines  For  Small 

and  Medium  Businesses 

□  #3  Bemote  Call  Forwarding 

□  #4  Selling  Smaller  Accounts 

□  #5  Improving  Credit  Management 

□  #6  Handling  Inquiries 


Bell  System  Sales  Center 
811  Main  Street,  P.O.  Box  549 
Kansas  City,  Missouri  64141 


Name. 
Title_ 


Company- 
Address  

City  


_State_ 


Area  Code 


.Business  Phone 


_Zip_ 


800-821-2121,  Ext.  945 

To  call  toll  free,  dial  800-821-2121,  Ext.  945,  anywhere  in  the  contiguous  United  States.  In  Missouri,  call  800-892-2121,  Ext.  945. 
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Trends 


Indited  By  John  A. Conway 


The  merger  map 

What  will  the  Federal  Reserve's  efforts  to 
choke  off  credit  do  to  corporate  mergers? 
W.T.  Grimm  &  Co.,  the  Chicago  acquisi- 
tion specialist  that  tracks  mergers, 
thinks  tight  money  is  likely  to  spur  ac- 
quisitions among  small  companies  ($25 
million  or  less),  where  the  bulk  of  such 
activity  takes  place.  Last  year,  when  the 
number  of  mergers  totaled  2,128  and  in- 
volved a  record  $43.5  billion,  65%  of  the 
sales  involved  companies  valued  at  $15 
million  or  less.  Ten  years  earlier,  when 
there  were  more  than  6,100  mergers, 
86%  of  them  were  among  firms  below 
the  $15  million  mark.  Grimm  sees  a 
buyer's  market  among  the  small  compa- 
nies in  coming  years.  "Faced  with  high 
interest  rates,"  it  says,  "the  small  con- 
cern will  merge  with  a  larger  company  in 
order  to  obtain  the  requisite  financial 
and  marketing  resources  which  will  en- 
able it  to  contend  with  competitors." 
The  Chicago  monitors  trace  the  historic 
shift  in  mergers.  The  wild  days  of  the 
1960s,  when  the  conglomerates  boomed, 
ended  in  the  1970s  with  new  players  and 
new  rules.  Only  one  conglomerate,  W.R. 
Grace  &  Co.,  was  among  the  top  ten 
1979  buyers  (which  accounted  for  62  ac- 
quisitions); in  1969  only  three  of  the  top 
ten  (which  had  278  acquisitions)  were 
not  diversified  companies.  "Merger  and 
acquisition  strategies,"  Grimm  notes  in 
its  new  study,  "became  effective  compo- 
nents of  overall  plans."  Expanding  by 
acquisition  saves  construction,  research 
and  development  costs — and  precious 
time  as  well. 


Boola  moola 

Colleges  fielding  big-time  football  teams 
this  fall  will  be  scoring  bigger  financial 
gains  than  ever.  ABC-TV  will  pay 
$600,000  for  a  single  national  telecast 
and  $423,000  for  a  regional  game  during 
the  coming  season.  Last  year,  colleges 
rated  $533,000  for  a  national  game, 
$401,000  for  regional  telecasts.  The  net- 
work won't  be  doing  badly  either.  For  the 
13  national  telecasts,  ABC  will  charge 
advertisers  $108,000  for  one  of  the  22 
minutes  of  commercial  time.  Last  year's 
cost:  $86,000  a  minute. 
w*m\  in w  "iMwawM— — 

The  law  and  the  lenders 

After  12  years,  Washington  is  still  wres- 
tling with  how  to  enforce  the  1968 
Truth-in-Lending  Act.  The  various  bank- 
ing regulators  took  until  January  1979  to 
put  forth  guidelines  for  the  lenders,  a 
move  designed  to  bring  some  order  out  of 
chaos.  The  original  16-pagc  bill  had  pro- 
duced 96  pages  of  regulations,  1,400  "let- 
ters of  interpretation"  from  the  Federal 


Reserve  and  thousands  of  state  and  feder- 
al court  rulings.  The  bankers  took  the 
new  guidelines  to  court  in  August  1979, 
and  last  month  a  federal  district  court  in 
Washington,  D.C.  in  effect  threw  them 
out.  The  guidelines,  the  court  noted,  said 
that  instructions  to  a  bank  to  search  its 
loan  records  for  possible  violations  of 
Truth-in-Lending  and  to  make  reim- 
bursements when  violations  turned  up, 
were  "requests,"  not  "orders,"  and  thus 
unenforceable.  Congress  is  now  back  in 
the  act  and  the  House  is  expected  to  add 
a  simplified  basis  for  enforcing  Truth-in- 
Lending  to  the  omnibus  banking  bill  that 
is  moving  toward  passage.  (The  Senate, 
where  Democrat  William  Proxmire  of 
Wisconsin  is  considered  the  father  of 
Truth-in-Lending,  has  already  passed 
such  a  bill  at  least  twice  but  the  House 
has  balked.)  When  the  new  bill  becomes 
law,  then  presumably  the  banking  regula- 
tory agencies  will  huddle  once  again  to 
produce  a  set  of  new  guidelines. 

One-man  crusade 

Sidney  F.  Paton,  a  San  Francisco  import- 
er-exporter who  is  calling  for  a  $l-a-gal- 
lon  gasoline  tax,  is  a  man  who  puts  his 
money  where  his  mouth  is.  He  has  just 
sent  out  about  100  letters  to  what  he 
calls  "national  leaders  and  those  who 
advise  and  counsel  our  leaders,"  calling 
for  his  $1  tax  ("50  cents  is  not  enough"); 
to  "accentuate  the  message,"  as  he  puts 
it,  each  two-page  letter  (including  his 
message  to  the  White  House)  brings  a 
crisp  new  $1  bill.  Paton,  whose  business 
is  selling  locks  and  other  security  items 
from  the  Far  East,  says  his  is  strictly  a 
one-man  show.  He  plans  another  broad- 
side of  250  letters,  each  with  a  dollar 
enclosed,  to  members  of  Congress  and 
others.  The  response  so  far,  he  says,  is  an 
encouraging  50%,  including  one  from  a 
scrupulous  business  editor  who  returned 
Paton's  dollar. 

No  more  7%  solution? 

A  prime  target  in  President  Carter's  new 
inflation  war  is  the  federally  guaranteed 
loan  to  college  students.  The  program 
lets  a  student  borrow  up  to  $2,500  a  year. 
While  he  or  she  is  in  school  the  govern- 
ment pays  all  the  interest;  after  gradu- 
ation the  student  pays  7%,  with  Wash- 
ington making  up  the  difference  between 
that  and  the  market  rate.  Since  1978, 
when  Congress  voted  to  let  any  family, 
regardless  of  income,  get  such  loans,  they 
have  expanded  astronomically.  Last  year 
the  program  cost  the  Treasury  $1  billion 
and  this  year  it  is  running  at  a  $1.6 
billion  rate.  The  White  House  wants  to 
provide  direct  loans  to  genuinely  needy 
students  and  use  the  guaranteed  bank 


loan  as  a  "loan  of  last  resort."  The  stu- 
dent would  also  have  to  pay  full  interest 
after  graduation.  "We  want  to  focus  our 
student  assistance  on  the  poor,"  says  W. 
Bowman  Cutter,  associate  director  of  the 
Office  of  Management  &  Budget.  The 
President,  he  adds,  will  probably  veto 
any  legislation  that  seeks  to  expand  the 
booming  student-loan  program  rather 
than  tighten  controls  on  it. 


The  high  cost  of  Presidents 

This  year's  presidential  election  could 
well  cost  taxpayers  more  than  $100  mil- 
lion. The  1976  outlay  was  about  $71  mil- 
lion in  federal  funds  for  the  primaries, 
the  nominating  conventions  and  the  fol- 
lowing campaigns.  Not  that  there  will  be 
any  lack  of  money.  The  Federal  Election 
Commission  figures  at  least  $135  million 
will  be  available  in  1980,  all  coming  from 
the  $1  income-tax  checkoff  box  on  the 
Form  1040.  The  checkoff  is  doing  better 
each  year.  In  1979,  less  than  26%  of 
taxpayers  okayed  the  $1  handout  ($2  on 
joint  returns);  this  year  the  figure  is  28%. 
In  all,  the  checkoff  is  expected  to  raise 
almost  $40  million  this  year,  against  $36 
million  in  1979.  Where  will  the  money 
go?  More  than  $30  million  in  matching 
funds  will  help  pay  for  the  candidates' 
costs  in  the  37  primaries.  The  two  nomi- 
nating conventions,  Detroit's  for  the 
GOP  and  New  York's  for  the  Democrats, 
will  be  given  $4,416,000  apiece.  And  the 
two  victorious  candidates  for  the  White 
House  will  each  get  $29.4  million  for 
their  postconvention  campaigns. 

The  OOP's  dreams 

The  presidential  candidates  are  getting 
the  media  play  but  a  struggle  just  as  in- 
tense is  going  on  offstage — the  congres- 
sional and  state  legislature  races.  The 
Republicans  scent  a  chance  to  build  their 
Senate  strength,  perhaps  to  get  a  major- 
ity by  1982.  To  do  that,  the  GOP  must 
keep  the  41  seats  it  has  and  take  10  from 
the  Democrats  (9  if  the  Vice  President, 
who  breaks  ties,  is  a  Republican).  The 
House,  almost  2-to-l  Democratic,  looks 
impossible  this  year  but  hopes  of  gains 
are  there.  One  factor  stirring  the  hopes  is 
that  perhaps  70  million  Americans  have 
never  known  a  GOP  Congress  (the  last 
was  in  1954).  Even  the  Democratic  Na- 
tional Committee  sees  stiffer  competi- 
tion. "In  the  past,"  a  spokesman  says, 
"you  could  almost  sense  the  Republi- 
cans' disinclination  to  put  up  a  candidate 
against  an  incumbent  Democrat  because 
it  was  hopeless.  That  is  not  the  spirit 
now."  Money  isn't  a  GOP  problem.  The 
party's  national  committee  has  budgeted 
$9.6  million  in  money  and  services  for 
local  races;  the  GOP  House  campaign 
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GLIDES  OVER  THE  PALATE 
WITH  NARY  A  RIPPLE. 

One  who  is  familiar  with  the  taste  of  Cutty  Sark 
may  notice  a  distinct  difference  wKen  served  any 

other  Scotch.  For  the  Cutty  Sark  blend  is  achieved 
through  a  delicate  procedure  used  by  few,  if  any, 

other  Scotches. 

Unlike  Scotch  whose  whiskies  are  aged,  blended, 

aND  then  bottled,  Cutty  Sark's  whiskies  are  aged, 
blendED,  and  then  returned  to  cask 
to^Marry."  And  oNly  then  bottled. 
This  results  in  the  uNUSually 
smooth  taste  that  separates 
Cutty  Sark  froM  all  the  rest. 

And  this  is  why 
Cutty  Sark  Scots 

Whisky  is  one  thing 
you  can  count  on 
to  always  run  ^ 
smoothly.  ¥ 


SCOTS  WHISKY 


Why  it  makes  sense  to 
spend  $250,000  on  «  machine 
to  make  a  25 f  part. 


The  only  way  to  justify  spending  a 
quarter  of  a  million  dollars  on  a 
Bodine  assembly  machine  is  to 
look  at  what  it  can  save  you  in 
return. 

For  starters,  a  Bodine  machine 
can  save  you  up  to  95%  of  all  your 
small  parts  assembly  costs,  includ- 
ing the  cost  of  direct  labor. 

A  Bodine  machine  can  also  save 
you  indirect  costs.  Like  the  cost  of 
hiring,  training  and  supervising 
new  people.  Stocking  costs.  And 
inventory  costs. 

In  addition,  a  Bodine  machine 
can  give  you  the  flexibility  to  make 
and/or  change  small  parts  in  a  big 
hurry.  So  you  can  react  to  market 


shifts  almost  as  fast  as  they  occur. 

A  Bodine  machine  can  even  give 
you  100%  inspection  and  verifica- 
tion of  all  parts  and  their  position. 
And  when  you  think  about  the  high 
cost  of  callbacks— not  to  mention 
the  legal  nightmare  of  liability— that 
may  represent  the  greatest  sav- 
ings potential  of  all. 

For  a  few  more  sound  reasons 
why  a  Bodine  machine  makes 
sense,  call  our  Vice  President, 
Frank  Riley  at  (203)  334-3107.  Or 
write  to  him  at  The  Bodine  Cor- 
poration, 317  Mountain  Grove  St., 
Bridgeport 
CT  06605. 


Trends 


Mm 


committee  has  $12  million  budgeted,  its 
Senate  counterpart  $5.5  million.  Busi- 
nessmen, of  course,  carefully  support 
both  parties  but  it  is  plain  where  their 
hearts  lie.  The  Chamber  of  Commerce, 
which  bills  itself  as  bipartisan,  has  en- 
dorsed 21  Republicans  and  just  3  Demo- 
crats for  reelection  and  has  marked  down 
34  Democrats  and  no  Republicans  as  tar- 
gets for  defeat. 

Income  tax  patterns 

The  flow  of  early  income  tax  returns  is 
beginning  to  show  a  few  trends.  One 
is  a  healthy  increase  in  the  average 
refund,  which  is  expected  to  run  close 
to  $600  this  year,  20%  higher  than 
1979's  $500.  (Refunds  in  1976  averaged 
$422.)  Credit  for  the  sharp  jump  in 
1980  refunds  goes  to  the  higher  per- 
sonal exemption,  raised  from  $750  per 
dependent  to  $1,000  by  the  1978  tax- 
cut  law.  Taxpayers  who  do  not  claim 
all  their  dependents  for  withholding — 
as  many  do — are  fielding  extra-large  re- 
fund checks  this  year.  (In  a  sense,  they 
are  letting  Uncle  Sam  mind  their  mon- 
ey for  them  despite  the  big  drawback 
that  Uncle  pays  no  interest.)  The  big- 
gest snag  resulting  from  the  1978  tax 
changes  seems  to  be  the  provision  re- 
quiring some  taxpayers  to  pay  levies 
on  unemployment  pay,  previously  tax- 
free.  Single  persons  earning  more  than 
$20,000  and  married  taxpayers  with 
more  than  $25,000  in  income  must 
now  pay  on  their  jobless  benefits.  The 
problem,  the  IRS  says,  is  that  some 
taxpayers  are  paying  too  much,  while 
others  are  paying  too  little. 

Spending  and  saving 

California's  public  utilities  and  their  reg- 
ulators are  joining  forces  to  get  more 
alternative  (read  lower-cost)  energy  into 
the  state's  homes.  The  Public  Utilities 
Commission,  for  example,  has  given  Cal- 
ifornia gas  companies  60  days  to  produce 
programs  that  would  provide  2%  of  their 
residential  customers  with  solar  hot-wa- 
ter systems  within  three  years  and  for 
electric. companies  to  have  10%  of  their 
customers  heating  water  with  sun  power 
in  the  same  period.  (For  a  company  like 
Southern  California  Gas,  2%  means 
77,000  customers.)  The  commission  has 
also  set  in  motion  another  program  to 
encourage  home  builders  to  employ  ener- 
gy-saving techniques,  in  this  case  using 
the  utilities'  money  as  bait.  If  a  builder 
spends  an  average  of  $2,000  per  home, 
for  example,  on  such  items  as  microwave 
ovens,  extra  ceiling  insulation  and  flu- 
orescent lighting,  the  utility  will  give 
back  $1,000  of  that  outlay. 
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A  Saab  is  designed  and  built 
to  be  everything. 

This  accomplishment  is  so 
rare  in  a  car,  Saabs  are  worth  your 
attention  on  curiosity  alone. 


"If  we  had  to  pick  one  target  at  which  to  aim  the 
sedan  of  tomorrow,"  the  editors  of  Car  and  Driver 
recently  wrote  after  assessing  the  Saab  900,  "this 
would  be  it." 

To  those  perhaps  more  familiar  with  the  Audi, 
Volvo,  BMW  or  Mercedes,  this  may  be  a  surprising 
choice. 

Based  on  the  facts,  however,  it's  the  only  choice 
Car  and  Driver  could  logically  make. 

Room. 

Despite  having  exterior  dimensions  virtually  iden- 
tical to  the  Audi  4000  and  5000,  the  Volvo  DL  and  GLE, 


the  BMW  320i  and  528i  and  the  Mercedes  280E,  the 
Saab  900  is  bigger  inside  than  all  of  them. 

The  Saab,  in  fact,  is  officially  designated  a  mid-sized 
car  by  the  EPA.  While  the  others  are  all  compacts. 

Performance. 

Against  such  cars  as  the  Porsche  924,  the  Datsun 
280Z  and  the  Alfa  Romeo  Spider,  a  Saab  Turbo  won  the 
1979  SCCA  Showroom  Stock  "A"  championship. 


Audis,  two  Jaguars,  five  BMWs,  a  Ferrari,  a  Maserati, 
a  Mercedes  and  a  Volvo. 
Which  is  really  stopping. 

Versatility. 

For  those  few  times  every  year  when  you  wish  you 
had  a  station  wagon,  the  Saab  eliminates  the 
necessity  of  owning  one,  renting  one  or 
borrowing  one. 


Fold  the  rear  seat  forward,  lift  the  rear  hatchback 
and  the  Saab  presents  a  station  wagon-like  space  over 
six  feet  long  and  53  cubic  feet  big. 

Economy. 

The  Saab  900  is  not  a  tiny  car  that  gets  good  gas 
mileage.  The  Saab  900  is  a  comfortable  mid-sized  car 


that  does. 


And  against  the  clock  in  two  years  of  road  tests— all 
of  78  and  79— the  four-cylinder,  front-wheel  drive 
Saab  900  Turbo  was  faster  than  a  number  of  cars 
on  the  Road  &  Track  slalom  course,  among  them  two 
Ferraris,  two  Jaguars  and  a  couple  of  Porsches,  includ- 
ing the  928. 

Braking. 

From  60  to  0  in  the  two  years  of  Road  &  Track 
tests,  the  Saab  900  Turbo  stopped  quicker  than  two 


The  Saab  900  EMS,  for  example,  gets(21)EPA 
estimated  mpg  and  30  estimated  highway  mpg. 

(Remember,  use  estimated  mpg  for  comparison 
only.  Mileage  varies  with  speed,  trip  length  and  weather. 
Actual  highway  mileage  will  probably  be  less.) 

Luxury. 

As  much  as  you  could  ask  and  still  be  reasonable. 

Price. 

As  much  as  we  could  ask  and  still  be  reasonable. 

Is  this  the  car  of  the  future? 

Probably.  But  why  wait  so  long?  You  can  test  drive 
one  today. 


The  most  intelligent  car 
ever  built. 


City  Investing  reports  to  its 


City  Investing  is  the  world's 
largest  manufacturer  of  steel 
shipping  containers  for  the 
chemical,  petroleum,  paint 
and  food  industries. 


We  are  one  of  the  leading 
U.S.  manufacturers  of  cen- 
tral heating  and  air-condi- 
tioning equipment,  and  the 
world's  largest  producer  of 
storage  water  heaters. 


In  insurance,  we  are  one 
of  the  largest  property  and 
casualty  underwriters  in 
the  United  States. 


We  are  leaders  in  the  custom 
design,  manufacture  and  sale 
of  printed  business  forms. 


At  factories  and  offices 
across  the  country,  City  pro- 
vides food  and  beverages 
through  cafeteria  operations 
and  vending  machines. 


stockholders  on  manufacturing 


In  1979,  City  Investing^  revenues 
from  domestic  manufacturing  were 
more  than  $1.2  billion.  That's  an 
increase  of  47  percent  over  1978. 

Our  performance  in  these  activ- 
ities has  been  good.  Our  interests 
are  diversified,  both  in  the  products 
we  produce  and  the  markets  we 
serve.  We  are  expecting  continued 
growth  in  the  1980s. 

We  keep  buildings  warm, 
cool  and  efficient 

Our  heating,  water  heating  and  air- 
conditioning  systems  are  basic  and 
essential. 

We  build  them  for  domestic 
and  commercial  applications,  and 
ongoing  technological  improve- 
ments have  made  them  among  the 
most  efficient  systems  on  the 
market  today. 

For  example,  in  comparison 
with  standing  pilot  furnaces  in  the 
Rheem  product  line,  energy-saving 
electric  ignition  and  an  automatic 
vent  damper  make  our  new  gas 
furnaces  up  to  27  percent  more  effi- 
cient. Based  on  Department  of 
Energy  procedures  for  calculating 
annual  estimated  operating  costs, 
up  to  18  percent  can  be  saved  on 
your  heating  bills. 

Our  high  efficiency  air-con- 
ditioners can  be  more  effective  in 
cooling  an  entire  home  than  indi- 
vidual room  conditioners. 

Heat  pumps  represent  a  grow- 
ing market  for  us  in  many  parts  of 
the  country.  And  in  commercial 
applications,  they  can  deliver  sig- 
nificant operating  economies  in 
areas  where  electric  heat  is  being 
used. 

We  design  and  sell  conventional 
water  heaters  under  the  Rheem 
and  Ruud  brand  names,  and  very 
promising  solar  water  heating 
systems. 

The  domestic  water  heating 
market  is  surprisingly  reliable 
More  than  sixty  percent  of  the  busi- 
ness is  replacement  business,  not 
tied  to  housing  starts. 

We  also  produce  the  famous 
5 5 -gallon  steel  drum,  other  steel 
containers  and  innovative  plastic 


containers,  for  shipping  raw  materi- 
als and  finished  goods,  at  72  plants 
in  the  United  States  and  19  other 
countries. 

Our  international  manufactur- 
ing operations  delivered  more  than 


City  Investing  Revenues  1979 

Total  $5,040,700,000 

/  Inter- 

/  \  national 

/  \ll.7% 

/Consumer^. 

Insurance  \ 

/    Services  \ 

36.7%  \ 

11.8% 

\     Housing  / 

\      14.8%  / 

\       /    Manufacturing  y 

25.0%  / 

$591  million  in  revenues  in  1979,  up 
26.6  percent  over  1978. 

We  are  making  an 
impression  in  printing 

We  operate  one  of  this  country's 
leading  magazine  printers,  which 
prints  some  of  the  best  known  pub- 
lications on  the  newsstand,  most  of 
them  under  long-term  contracts. 
There  are  three  main  plants.  We  are 
spending  more  than  $30  million  on 
new  offset  printing  facilities  in  Mt. 
Vernon,  Illinois. 

We  are  also  leaders  in  the 
design,  manufacture  and  sale  of 
printed  business  forms,  process- 
ing systems  and  equipment— for 
everything  from  small  businesses 
to  direct  mail  operations  and 
computer  processing. 

A  company  that 
fits  together  for  growth 

City  Investing^  total  revenues  in 
1979  were  more  than  $5  billion. 
Total  assets  are  now  more  than 
$7  billion. 

We  are  not  only  in  good,  basic 
businesses,  but  we  are  leaders  in 
most  of  them.  In  addition  to  Manu- 
facturing (a  cornerstone  in  our  com- 


pany) and  International,  we  are 
involved  in  three  other  major  areas. 

In  Housing,  we  are  predomi- 
nantly located  in  the  Sun  Belt,  one 
of  the  fastest-growing  regions  in  the 
country.  Our  operations  here  have 
made  us  one  of  the  nation's  largest 
single-family  homebuilders. 

We  also  manufacture  mobile 
homes  in  19  plants  across  the 
country.  And  we  plan  and  build 
entire  residential  communities 
in  Florida. 

Our  Consumer  Services  sector 
includes  the  leading  budget-priced 
motel  chain,  Motel  6,  and  one  of 
the  largest  institutional  food  service 
businesses  in  the  United  States. 

In  Insurance,  we  are  a  major 
underwriter  of  commercial  lines 
through  The  Home  Insurance  Com- 
pany, a  $2  billion  writer  of  property, 
casualty,  life,  accident  and  health 
insurance. 

Dividend  growth  has 
continued 

As  our  revenues  and  earnings  have 
grown,  so  have  our  dividends.  In  the 
past  three  years,  they  have  increased 
by  50  percent,  to  $1.20  in  1979  from 
$0.80,  per  common  share.  And  our 
performance  has  built  a  firm  foun- 
dation for  future  growth. 

To  learn  more  about  us,  and 
the  businesses  that  are  part  of  City 
Investing,  just  clip  this  coupon. 


PB4I4  j 

John  Herndon,  Vice-President 
I   City  Investing  Company,  Dept.  M 
j   767  Fifth  Avenue 

NEW  YORK,  NY  10022 

I   Dear  Mr.  Herndon: 

I   Please  send  more  information  on 

|   City  Investing. 

Name  | 

I   Address   I 

[   City—  j 

State  Zip   

l  l 


C  City  Investing  fits  together  for  growth 


Even  the  best 
accountant  can't  be  all 
things  to  all  clients. 


Because  these  days  there  are 
too  many  complex  issues  for  any 
accountant  to  keep  on  top  of  them  all, 
single-handedly. 

You  know  the  kinds  of  issues  we 
mean. 

Wage  and  price  guidelines. 
Government  contract  accounting. 
International  taxes.  LIFO  inventories. 

To  name  just  a  few. 

Well,  at  Deloitte  Haskins  &  Sells 
we  think  matters  like  these  are 
important  enough  to  you  to  deserve 
particular  attention. 

The  attention  of  people  who  know 
these  subjects  inside  out. 

So  we've  organized  ourselves 
accordingly. 

Which  is  to  say 


©  1980  Deloitte  Haskins  &  Sells. 

1114  Avenue  of  the  Americas  New  York.  N  Y  10036  / 


that  we've  identified  the  most  significant 
of  these  areas— the  ones  we've 
mentioned  and  others. 

And  to  each  one,  we've  assigned 
specific  people  in  the  firm  who  are 
knowledgeable  about  it,  and  dedicated 
to  staying  on  top  of  it. 

Whenever  they're  needed,  these 
people  are  ready  with  informed,  timely 
advice.  On  wages  and  prices,  LIFO  or 
whatever  else  concerns  you. 

In  our  view,  an  accounting  firm 
shouldn't  stop  at  the  bottom  line  if  it 
really  wants  to  earn  its  keep. 

We  figure  that  if  we  can  help  you 
get  the  best  of  a 

problem ,  that's  got        j%  ■  ■■■ 
to  be  good  for  UBIOIllB 

bothofus  Haskins  Sells 

Beyond  the  bottom  line^ 


Follow^Ihrough 


Picking  the 
winners 

i  the  corporate  sweepstakes, 
ist  as  at  the  racetrack,  odds- 
lakers  must  contend  with  dark 
orses,  front-runners  and  those 
'ho  refuse  to  run  at  all.  Forbes 
roved  no  exception. 


Eighteen  months  ago,  Forbes  (Oct.  2, 
1978)  ran  up  a  16-company  tote  board 
posting  its  favorites  to  become  chief  ex- 
ecutive officers  when  the  incumbents 
stepped  down.  (All  of  the  latter  were  ex- 
pected to  retire  within  two  years.)  Like 
any  handicapper,  Forbes  cautioned  that 
"with  humans,  as  with  horses,  there  is 
no  such  thing  as  certainty." 

Four  of  the  16  firms  listed,  for  in- 
stance— American  Home  Products, 
Coca-Cola,  General  Motors  and  3M — 
made  no  changes  at  all.  At  GM,  however, 
with  both  Chairman  Thomas  A.  Murphy 


and  President  E.M.  (Pete)  Estes  due  to 
retire  around  the  turn  of  the  year,  Execu- 
tive Vice  President  Roger  Smith  still 
looks  like  the  favorite  for  Murphy's  post. 
Coca-Cola  refuses  to  comment  on 
Forbes'  pick,  Executive  Vice  President 
Donald  Keough,  to  succeed  Paul  Austin, 
and  a  spokesman  replied  that  Keough  "is 
no  more  in  the  running  than  any  of  the 
other  half-dozen  men  in  the  office  of  the 
chairman."  American  Home  Products 
refuses  to  comment  on  anything,  even 
Chairman  William  LaPorte's  age  (66). 
Here  are  the  results: 


Company 

CEO  then 

FORBES'  1978  best  bet 

CEO  today 

Allied  Chemical 

John  Connor 

Robert  Mulcahy,  president,  was  favored 
over  Vice  Chairman  Alexander  Trowbridge 
because,  Forbes  said,  "a  take-charge 
operating  man  was  needed." 

Edward  L.  Hennessy,  recruited  from 
United  Technologies  early  in  1979, 
was  named  chairman  in  November. 
Mulcahy  resigned  the  same  day. 

AT&T 

John  deButts 

William  Ellinghaus,  vice  chairman, 
whose  "outgoing  style,"  Forbes  said, 
"resembles  deButts'." 

Charles  L.  Brown  took  over  when 
deButts  retired  in  February  1979. 
Ellinghaus  is  AT&T's  president  and 
chief  operating  officer. 

Beatrice  Foods 

Wallace  Rasmussen 

James  Dutt,  president,  whose 
"dairy  experience  puts  him  in  front 
of  aggressive  Richard  Voell." 

James  Dutt  took  over  as  chairman 
and  CEO  in  July  1979;  Voell  moved 
to  Perm  Central  a  few  months  later. 

Bethlehem  Steel 

Lewis  Foy 

Donald  Trautlein,  senior  vice 
president,  was  rated  an  8-toT 
possibility,  "but  a  star-quality 
outsider  may  surprise." 

Donald  Trautlein  was  tapped  this 
February  and  will  take  over 
as  CEO  and  chairman  when  Foy 
retires  this  spring. 

Burroughs 

Paul  Mirabito 

"No  clear  favorite,"  Forbes 
said,  adding:  "New  blood  would 
help  this  line." 

New  blood  it  is.  W.  Michael 
Blumenthal,  ex-Secretary  of  the 
Treasury  and  ex-CEO  of  Bendix, 
was  brought  in  as  vice  chairman 
and  will  succeed  Mirabito 
at  the  end  of  this  year. 

Chase  Manhattan 

David  Rockefeller 

Willard  Butcher,  president,  "a 
tough  manager  who  looks  ready." 

Butcher  became  CEO  when 
Rockefeller  stepped  down  this 
January  and  will  become  chairman  in 
June  1981. 

H.J.  Heinz 

Burt  Gookin 

Anthony  J.F  (Tony)  O'Reilly, 

the  Irish  athlete  and  entrepreneur  "in 

training  for  this  run  since  1973." 

O'Reilly  crossed  the  finish 

line  as  Heinz'  CEO  in  June  1979. 

International  Paper 

Stanford  Smith 

Edwin  Gee,  president:  "Any 
stumble  will  be  a  real  surprise." 

Edwin  Gee  became  CEO  in 
September  1979  and  chairman 
in  February  of  this  year. 

Manufacturers  Hanover 

Gabriel  Hauge 

John  McGillicuddy,  president — 
"in  the  wings  since  1971." 

John  McGillicuddy  was  named 
to  the  top  job  in  October  1978. 

PPG 

Robinson  Barker 

Stanton  Williams,  vice  chairman — 
"a  close  call,"  with  Forbes  seeing 
a  dead  heat  and  co-management 
with  Chief  Operating  Officer  J. 
Earl  Burrell. 

Williams  was  named  chairman  and 
CEO  in  December  1978  and 
Burrell  became  president. 

Texaco 

Maurice  Granville 

Alfred  De  Crane,  vice  president: 

"Gus  Long  won't  saddle  up  for  a  third  run." 

All  bets  off.  Granville 
will  stay  as  chairman  and  CEO 
until  November,  when  John  K. 
McKinley,  now  president  and  chief 
operating  officer  and  a  Texaco  hand 
since  1941,  takes  over. 

U.S.  Steel 

Edgar  Speer 

David  Roderick,  president: 
"If  he  beats  Bethlehem-and 
Kaiser-trained  Executive  Vice  President 
William  Roesch." 

Roderick  took  over  as  chairman 
and  CEO  in  April  1979, 
following  Edgar  Speer's  death.  Roesch 
moved  up  to  president  and  chief 
operating  officer. 
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Readers  Say 


The 

Computer 
Age 

A  Twenty 
Year  View 


Edited  by  Michael  L.  Dertouzos  and  Joel 
Moses.  Director  and  Associate  Director 
of  MIT's  computer  science  laboratory. 
How  are  computers  going  to  affect  Dusi- 
ness.  education,  science,  your  own 
home  over  the  next  twenty  years?  "The 
latest  answers  come  in  a  new  book,  'The 
Computer  Age'  .  .  .  one  that  any  reader 
with  an  interest  in  the  future  of  technol- 
ogy should  find  worthwhile." — Richard  A. 
Shaffer  The  Wall  Street  Journal 

IBM ■  clip  and  mail  to 

The  MIT  Press 

28  Carleton  St. 
Cambridge.  MA  02142 
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days  lor  a  lull  refund  ^Jj 


 Check  or  money  order  for  S25.00  enclosed 

Master  Charge  

credit  card  orders : 
phone  617-253-2884 

VISA  


Interbank  #. 
.Expires   


Signature 

It  you  are  not  satisfied,  return  the  book  within 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  S27.00  □  3  years 
S54.00  [the  equivalent  of  one  year  free|. 
Canadian  orders,  add  S4  a  year. 
Pan-American  and  Caribbean  orders, 
add  55  a  year;  other  foreign,  add  S15  a 
year. 

Subscription  Sen  ice  Manager 
Forbes.  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  W  RITE  SUBSCRIBER  NUMBER  HERE 
(see  aboNe  name  on  label) 


Name  ( please  print  > 


New.  Address- 


cay 


State 


Zip 


Date  of  Address  Change 


Necessary  insurance 

Sir:  Your  comment  "Only  by  proceeding 
as  though  we  .could  be  at  war  can  we 
insure  that  we  won't  be"  (Fact  and  Com- 
ment. Feb.  18)  is  similar  to  Theodore  Roo- 
sevelt's "Speak  softly,  but  carry  a  big 
stick.  "  Nobody  likes  war  readiness — nor 
paying  for  personal  insurance. 

Let  us  accept  readiness  as  a  necessary 
evil,  ie .  insurance  for  our  way  of  life. 
— George  Ward  Wright 
We/leslev  Hills,  Mass 


We  need  nuclear 

Sir:  Hope  your  Mar.  17  Fact  and  Com- 
ment suggestion  that  America  wake  up 
to  the  necessity  of  nuclear  energy  devel- 
opment may  receive  the  long-ignored  at- 
tention of  our  energy  planners  in  Wash- 
ington. The  1973  Arab  oil  embargo 
should  have  been  sufficient  warning. 
— Edward  F.  A>ii 
Wichita.  Kans 


We  can't  do  it 

Sir:  Your  article  on  municipal  account- 
ing practices  (Mar  3),  states  that  "the 
rating  agencies  .  .  .  could  get  compliance 
[with  accounting  standards]  simply  by 
demanding  it."  Not  true.  S&P's  is  a  rat- 
ing agency,  not  a  regulatory  agency. 
—John  D  Dailey 
Group  Vice  President. 
Standard  &  Poor  's  Corp. 
New  York,  N.Y. 

Municipalities  need  good  ratings  from  t/je 
services  to  sell  t/jeir  Iwnds.  If  potential  buyers 
were  instructed  by  the  raters  not  to  buy 
bonds  from  municipalities  with  poor  or  in- 
sufficient disclosure,  tlxit  would  be  a  bigger 
motivator  tlxin  any  laws  or  fines  Congress 
could  or  would  levy. — Ed. 

Sir:  Many  cities  seek  to  maintain  effec- 
tive financial  controls  and  to  publish 
good  financial  reports. 

Michigan  local  governments,  for  ex- 
ample, now  follow  state-prescribed  uni- 
form accounting  and,  beginning  next 
January,  uniform  budgeting  procedures. 
Annual  independent  audits  are  required 
of  most  Michigan  local  governments. 
— William  B.  Barrons 
City  Manager. 
Mt.  Pleasant,  Mich. 

Sir:  I  have  worked  in  municipal  and 
state  government  for  a  good  while,  and 
have  been  working  for  more  understand- 
able financial  statements,  so  that  the 


taxpayer  might  be  aware  of  what  hig 
local  government  was  doing.  Your  article 
may  actually  have  done  some  good. 

-—James  L  Cavenaugh 
Management  Training  Consultant, 
Department  of  Communis  Affairs 
Commonu  ealth  of  Penna. 
Harrishurg,  Penna 


It  was  Eastern 

Sir:  It  was  TWA  that  failed  to  buy  Airbus 
Industrie's  A300  (Fact  and  Comment,  Mar. 
17).  Eastern  began  operating  the  A300  in 
1977  and  now  has  14  in  its  fleet,  with  11 
more  on  firm  order.  It  is  a  delightful 
airplane;  the  quietest  and  most  fuel  effi- 
cient in  the  skies  today. 
— Robert  V.  Christian 
Vice  President.  Public  Relations, 
Eastern  Air  Lines  Inc 
Miami,  Fla. 


Not  comparable? 

Sir:  The  reprint  of  a  t  S  Xews  &  World 
Report  item  implying  that  Americans  are 
ill-placed  to  complain  about  the  price  oil 
gasoline  (Otfjer  Comments,  Mar  1^)  com- 
pares apples  with  oranges.  The  distances, 
involved  in  European  driving  are  minute 
compared  with  tbe  U.S. 
—John  Storm  Roberts 
Sew  York.  N.Y. 


Quality  of  life 

Sir:  Re  your  Feb.  18  cover  article  om 
"The  old  folks."  Our  social  mechanisms 
for  supporting  people  in  retirement  are 
improving.  But  are  they  good  enough  to 
sustain  a  decent  standard  of  living?  I 
don't  think  they  are  yet.  The  article  by 
Jerry  Flint  raises  important  issues  de- 
serving continuing  exploration:  revision 
of  Social  Security  and  pension  arrange- 
ments encouraging  those  able  and  will- 
ing to  continue  working  after  age  65.  The 
issue  is  not  whether  we  can  afford  the 
elderly"  but  in  deciding  on  the  quality  of 
later  life  and  how  to  provide  for  it. 
—Robert  N.  Butler,  M  D 
Director, 

National  Institute  on  Aging 
Department  of  HEW 
Bet/jesda,  Md 

Sir:  Re  your  Feb.  18  cover.  My  first  reac- 
tion was  one  of  horror  when  I  saw  all  the 
old  geezers  around  the  conference  table 
and  the  only  female  (director?)  didn't 
even  have  a  set  of  documents  and  was 
tending  her  knitting. 
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PUT  IT  TO  WORK 
FOR  YOUR  FLEET. 

TOUGH  CHEVY  VAN.  Built  tough  for  big  loads.  And  for  long 
items  of  up  to  174  inches.  To  help  get  those  big,  heavy  loads  aboard,  it  has 
wider  side  and  rear  door  openings  than  the  nearest  sales  competitor's. 
Best  of  all,  Chevy  Van  is  tough  about  fuel  economy. 

A  big  plus  this  year  is  the  new  1980  Chevrolet  Three-Year  Perforation- 
From-Corrosion  Limited  Warranty.  Exhaust  system  components  not  in- 
cluded. See  your  dealer  for  details  on  other  limitations.  Ask  about  leasing. 


Unitized  body-frame  design  with  Highly  efficient,  staged  Extensive  anti-corrosion 

Massive  Girder  Beam  front  suspension.  2-barrel  carburetor  on  250  Six     protection  includes  ELPO  dipping 


CHEVY  TRUCKS,  CHEVY  DEALERS,  CHEVY  PEOPLE: 

THE  PROVEN  PERFORMERS 


EPA  EST  MPG     EST  HWY 
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TOUGH  MILEAGE  TO  BEAT. 

Remember  Compare  the  "estimated 
MPG"  to  that  of  other  vehicles  You  may 
get  different  mileage,  depending  on 
how  fast  you  drive,  weather  conditions, 
and  trip  length  Actual  highway  mileage 
will  probably  be  less  than  the  highway 
estimate  Lower  in  California 


In  Manhattan,  a  breath  of 
fresh  air  on  Central  Park. 


More  than  two  thirds  of  the 
businessmen  and  women  who 
stay  at  the  Essex  House  have 
been  our  guests  before. 

They  come  back  for  our  loca- 
tion: near  Fifth  Avenue,  Lincoln 
Center,  Broadway,  and  the  fash- 
ion district.  Towering 42  stories 
over  the  Park. 

They  come  back  because  they 
don't  have  to  wait  for  breakfast 
in  our  parkside  restaurant.  They 
come  back  for  our  businesslike 
ambience  and  our  view. 


But  most  of  all,  they  return  for 
our  impeccable  service:  wake-up 
calls  that  come  on  time.  First- 
class  room  service. 

They  know  they  can  count  on 
Marriott  to  do  it  riglit. 

Write  for  a  brochure.  For  reser- 
vations, call  direct  (212)  247-0300, 
or  toll-free  800-228-9290.  Telex 
12-5205. 

Marriott  s« 

ESSEX  HOUSE 

160  Central  Park  South,  New  York  10019 
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ACTIVE 
INGREDIENTS 

You  get  more  done  with  fewer  workers  in 
Nebraska.  That's  because  Nebras- 
kans  still  believe  in  earning  a  liv- 
ing. Call  it  our  pioneer  heritage. 
Call  it  our  work  ethic.  Nebras- 
kans  would  rather  work  at 
something,  than  not  work  at  all. 
And  that  means  our  unemploy- 
ment figures  don't  tell  the  whole 
story.  If  you're  looking  for  labor 
quality  in  a  right-to-work  state, 
Nebraska  has  the  able,  available 
workers  who  will  be  active 
ingredients  in  your  manu- 
facturing success. 

Call  or  write  Chuck  Elliott,  C.I.D., 
Department  of  Economic  Develop- 
ment, RO.  Box  94762,  761  State 
Capitol,  Lincoln,  Nebraska  68509. 
Phone  (402)471-3111. 

Nebraska.  ..It  Works! 


Readers  Say 


Oh  well,  the  first  step  has  been  taken. 
At  least  there  is  a  female  in  the  group. 
She'll  probably  have  that  body  stocking 
all  knit  up  before  the  others  have  come 
up  with  the  answers. 
— Marion  Brandt 
Sa/ita  Monica,  Calif 


Everything  relative 

Sir:  Burton  Malkiel's  case  for  common 
stocks  (Feb  18)  ignores  a  basic  maxim  of 
economics:  Value  is  relative,  in  this  case 
to  that  of  alternative  investments.  Com- 
pare stocks  and  municipal  bonds.  For  a 
50% -marginal- tax-rate  investor  Mal- 
kiel's scenario  for  AT&T's  annual  return 
(9.7%  in  dividends,  5.8%  in  capital 
gains)  translates  into  roughly  9%  after- 
tax, or  perhaps  Wi  percentage  points 
more  than  a  typical  municipal. 

In  the  mid-1960s,  Ma  Bell's  aftertax 
yield  worked  out  to  about  5V2%,  or  about 
2  percentage  points  more  than  the  aver- 
age muni  yielded  then. 

Conclusion:  After  taxes,  Ma  Bell  and 
most  similarly  risky  stocks  are  about  as 
attractive  relative  to  their  competition 
today  as  they  have  been  in  the  past. 
— Sam  Peltzman 
Professor  of  Business  Economics, 
Graduate  School  of  Business 
University  of  Chicago 
Chicago,  III. 


"Protecting"  the  public 

Sir:  You  criticize  the  federal  regulation  of 
government-owned  forests  (Dec.  24, 
1979).  But  our  national  forests  serve 
many  purposes  for  many  people.  Laws 
and  regulations  insure  that  no  one  can 
"cut  and  run"  on  the  federal  lands.  This  is 
not  "interference  and  mismanagement." 
It  is  protection  of  the  public's  interests. 
—M.  Rupert  Cutler 
Assistant  Secretary  for 

Natural  Resources  &  Environment, 
Department  of  Agriculture 
Washington,  D  C. 


Atrocious  grammar 

Sir:  I  will  not  cancel  my  subscription, 
but  I  share  Mr.  Stroot's  indignation 
(Readers  Say.  Mar.  17)  created  by  Forbes 
Sr.'s  intentional  poor  use  of  our  still- 
noble  English  language.  Consider  this 
criticism  nit-picking,  but  his  atrocious 
grammar  simply  contributes  a  powerful 
voice  to  the  lowering  of  our  standards. 
—El wood  A  Wheat  ley 
Mt.  Ephraim,  N.J. 
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CANON 
INTRODUCES 
THE  WORLD'S 
MOST  COMPACT 

RK  COPER. 

Not  much  larger  than  a  typewriter.  Yet  it  can  copy  on  virtually  any  paper.  Up  to  11  x  17.  At  20  copies  per  minute  letter  size. 
The  reason:  Micro-Computer  technology.  Fiber  optics.  A  revolutionary  "Toner  Projection"  system. 
Canon  NP-200.  A  new  monocomponent  plain  paper  copier.  That  fits  your  needs.  Your  office.  And  your  budget. 


In  1972,  Cessna  delivered  its  first  Citation  jet. 


How  Cessna  Citations  became 
the  world's  best  selling  business  jets 


The  Cessna  Citation  was  a 
success  from  the  beginning. 
The  first  year  we  introduced  it  in 
the  marketplace,  1972,  it  outsold 
and  outdelivered  every  other 
business  jet. 

Today,  just  eight  years  later, 
Cessna  is  firmly  established  as  the 
leader.  In  1979.  35  percent  of  all 
business  jets  delivered  in  the  world 
were  Citations.  Nearly  one-third 
more  than  the  closest  competitor. 

The  sensible  Citations 

From  the  very  start,  the  new 
Citations  were  the  most  sensible 
jets  on  the  market.  Not  only 
because  they  met  business  needs 
as  they  were  then  perceived  — but 


Gulfstream 
Sabreliner 
Jetstar 


because  Cessna  engineers  antici- 
pated the  needs  of  businessmen  in 
the  future. 

Long  before  fuel  efficiency 
became  a  necessity.  Citations 
consumed  less  fuel  than  other 
jets.  Today,  as  fuel  costs  continue 
to  rise.  Citation's  modest  appetite 
for  fuel  makes  even  more  sense. 

Well  before  the  first  airport 
noise  restrictions.  Citations  were 
the  worlds  quietest  business  jets. 
Today,  with  ever-increasing 
concern  over  noise.  Citations  are 
accepted  as  good  neighbors.  This 
is  especially  important  to  the 
businessman  flying  from  airports 
with  strict  sound  limits. 

Even  when  skies  were  less 
congested.  Citations 
were  the  easiest 
business  jets  to  handle. 
Extraordinary  pilot 
visibility,  docile  flight 
characteristics, 
straightforward  con- 
trol systems,  and  lower 
approach  and  landing 
speeds  are  just  a  few 
of  the  reasons  why 
Citation  has  the  finest 
safety  record  in  the 
industry.  All  told,  the 
worldwide  fleet  of 


Citation  jets  has  logged  over  a 
mil/ion  hours  in  the  air. 

Specialists  in  business 
aviation 

The  strong  points  of  Citation 
jets  reflect  a  simple  fact:  Cessna 
is  the  only  company  making 
business  aircraft  today  that  is 
neither  a  division  of  a  giant 
conglomerate,  nor  a  subsidiary 
of  someone  whose  main  business 
is  making  something  else. 

Nearly  half  the  general 
aviation  aircraft  in  the  world  bear 
the  name  Cessna.  We  have  built 
over  155.000  airplanes,  including 
22.000  twins  and  2.000  military  jets. 

Cessna's  primary  product  is 
business  aircraft.  Our  complex 
of  factories  in  Wichita  is  the 
world's  largest  physical  plant 
devoted  exclusively  to  building 
business  planes.  And  Cessnas 
commitment  to  business  jets  is 
by  far  the  strongest  in  the 
industry. 

Cessna  leads  all  American 
builders  of  business  jets  in  research 
and  development.  Most  of  our 
competitors  have  contented 
themselves  with  revamping  older 
models.  Our  first  Citation  was  a 
totallv  new  desiun  when  it  flew  in 


50  100 

Source:  Weekly  of  Business  Aviation.  Jan.  14.  W80.  unit  shipments. 


In  1979,  Cessna  delivered  140  Citations— an  all-time  record 
for  any  manufacturer  of  business  jets. 


1969.  So  was  Citation  III  in  1979. 

In  the  decade  in  between, 
not  one  other  American  builder 
had  developed  a  totally  new 
business  jet.  Nor  are  we  aware 
of  any  new  models  about  to  be 
announced. 

Factory  service  centers 

Cessna  maintains  the  industry's 
largest  and  most  comprehensive 
service  system.  No  other  business 
jet  manufacturer  has  a  network  of 
factory-owned  and  operated 
service  centers.  Cessna  Citation 
will  soon  have  five,  with  the 
completion  this  year  of  a  new 


Our  Citation  Service  Center  in  Wichita 
is  one  of  five  Cessna-owned  facilities. 

multimillion  dollar  center  under 
construction  in  Toledo,  and  a 
vastly  expanded  facility  in  Wichita 
that  will  be  the  largest  company 
service  center  in  the  world, 
accommodating  up  to  25  Citations 
at  one  time. 

These  service  centers  handle 
Citation  jets  exclusively.  The 
people  who  work  on  your  aircraft 
are  experts,  with  all  the  special 
tools  and  a  complete  inventory 
of  parts. 

They're  backed  by  29  other 
support  facilities  around  the  world. 


And  by  a  staff  of  technical  repre- 
sentatives who  are  available  for 
emergency  help  within  hours  at 
almost  any  airport  in  the  world. 

Vitally  important,  too,  is  the 
Cessna  Citation  warranty— the 
most  comprehensive  in  the 
industry.  Three  years  on  the 
airframe.  Two  years  (or  a  thousand 
hours)  on  the  engines.  And  two 
years  on  the  standard  avionics. 
Parts  and  labor  (at  an  authorized 
service  facility)  included. 

Over  1,000  sold 

There  are  now  over  700  Cessna 
Citations  flying  around  the  globe. 
And  in  September  of  1979,  less 
than  eight  years  after  we  made 
our  first  delivery,  we  accepted  the 
order  for  our  1,000th  Citation. 

While  sales  figures  are  one 
barometer  of  success,  we  think 
you  will  find  the  true  measure  of 
Cessna's  leadership  in  the  attitudes 
of  our  present  customers.  Fully 
one-fourth  of  all  firms  that  have 
ever  owned  Citations  have  bought 
another.  Some,  as  many  as  eight. 

New  Citations  are  sold  only 
factory  direct.  Call  our  special 
hotline,  (316)  946-6056,  for  detailed 
literature  and  the  name  of  your 
nearest  regional  sales  manager. 

Or  write  J.  Derek  Vaughan, 
Senior  Vice  President,  Dept. FB4, 
Citation  Marketing  Division, 
Cessna  Aircraft 
Company,  Box 
7706,  Wichita, 
Kansas  67277. 


The  three  sensible 
Citations 


Citation  I  is  the 

successor  to  the 
original 

Citation.  It  ^ 
is  faster, 
higher  flying, 
longer  ranged,  yet  actually  burns  less 
fuel  per  hour  than  our  first  Citation. 
And  that  plane  was  already  the  world's 
most  efficient  business  jet. 


Citation  II  is  a 

larger,  but  just 
as  sensible 
airplane.  It 
will  carry 
up  to  ten 
passengers. 
And  it  will  fly  up  to  2,000  miles.  It  has 
more  cabin  room  than  any  jet  in  its 
class,  but  like  Citation  I, it  is  quieter, 
more  fuel  efficient,  and  considerably  less 
expensive  to  buy  and  operate  than 
other  jets  its  size. 


Citation  III  is 

the  first  entirely 
new  American 
business  jet  in  a 
decade  and  the 
world's  most 
advanced. 

It  combines  a  stand-up  cabin  with  a 
remarkable  level  of  performance. 
Cruise  speed  is  540  mph.  Altitude: 
51.000  feet.  Range:  3.500  miles. 

And  the  new  Citation  III  does  all  of 
this  on  less  fuel  per  passenger  than 
any  other  business  jet  of  any  size. 


An  RCA  Solid  State  Laser  that 
fits  through  the  eye  of  a  needle 
can  transmit  500  million  bits  of  information 
per  second  through  a  thread  of  glass.  . 


i 


The  entire  contents  of  a  24-volume  encyclopedia  in 
3  minutes.  2500  phone  conversations  or  20  TV 
programs  at  the  same  time.  Staggering  amounts  I 
of  information  -  all  made  to  pass  through  a  tiny 
thread  of  glass  by  a  solid  state  laser  that 
radiates  light  from  an  area  one-hundredth  the 
size  of  the  period  at  the  end  of  this  sentence. 
The  laser,  developed  by  RCA  scientists, 
emits  a  narrow,  intense  beam  of  light 
that  can  be  efficiently  coupled  into  the 
microscopic  fibers  that  carry  the  information.  V 
Because  of  its  incredible  stability  and  small  ■ 
size,  RGA's  solid  state  "double  dovetail"  ■ 
laser  represents  a  significant  step  toward  ■ 
faster,  smaller,  more  efficient  fiber  optic  1 
communications  systems.  " 
This  Solid  State  Laser  is  a  product  of 
RCA  research -the  kind  of  dedicated 
research  that  has  been  a  tradition  at 
RCA  ever  since  Nipper  started  listening 
to  His  Master's  Voice.  Today,  research 
and  development  of  electronic 
products  are  funded  at  the  highest 
level  in  our  company's  history.  Our 
commitment  is,  as  it  has  always 
been,  to  the  advancement  of 
technology  -  to  the  creation  of 
products  that  expand  the  human 
horizon,  whether  through  a  wave 
of  sound  or  a  thread  of  light 

(£)'980  RCA  Corporation 
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A  tradition  on  the  move 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  INADEQUACIES  OF  CARTER'S  ANTI  INFLATION  PROGRAM 


e  very  apt  to  be  as  irrelevant  as  they  are  glaring. 

It  has  been  said  that  this  Administration  is  so  inept  it  hasn't 

ren  been  able  to  bring  about  a  recession. 

But  with  the  combination  of  its  specifics,  its  inadequacies 

id  its  omissions,  the  Carter  anti-inflation  program,  I  think,  is 


precursor  of  a  real  downturn,  a  decline  of  such  proportions  that 
no  governmental  "quick  fix"  will  fix  it. 

The  recession,  not  the  program,  will  halt  inflation's 
growth — and  a  countless  lot  of  other  things,  too. 

Biting  the  bullet  will  break  jawboning. 


WHO  CAN  CARRY  MUCH  INVENTORY 

if  it  has  to  be  financed  with  money  that  costs  20%  ? 

Who  can  invest  in  modernization,  expansion,  growth  and  expect  a  big  enough 
return  to  compete  with  simply  letting  idle  cash  earn  an  effortless,  riskless  20%  ? 


MAYBE  IT'S  BECAUSE  RONALD  REAGAN'S  NOMINATION 

3\v  seems  in  the  bag  following  Ford's  decision  not  to  be  a    Republican  forum,  I  felt  hope, 
mdidate  that  I'm  detecting  in  the  former  California  governor 
eviously  undiscovered  virtues — "seek  and  ye  shall  find,"  as 
Le  Book  says. 

Anyway,  a  sense  of  humor  is  a  most  redeeming  grace  and 
hen  Mr.  Reagan  flashed  a  bit  of  it  in  a  recent  Chicago 


He  stated  that  "wage  and  price  controls  have  never  worked, 
not  even  when  the  Roman  emperor  Diocletian  used  capital 
punishment  to  enforce  them."  Asked  how  he  could  be  so  sure, 
the  governor  replied,  "I'm  the  only  one  here  old  enough  to 
remember  it." 


SOUTH  YEMEN'LL  PROVIDE  OUR  NEXT  TO  THE  BRINK  CONFRONTATION 


ith  the  U.S.S.R.,  and  it  could  be  quite  horrendous.  South 
;men  is  bulging  with  Russian  arms  and  unascertained  num- 
irs  of  Cuban  and  Soviet  "advisers."  North  Yemen  has  been 
[ting  South  and,  recognizing  this,  the  Saudis  are  currently 
tempting  to  repair  relations  with  North  Yemen.  Meantime 
ie  emirates  are  quaking  in  their  oil  boots. 
The  threat,  overt  or  covert  or  both,  to  the  pro- Western  Saud 
mily  is  formidable.  Meanwhile,  Kuwait  is  behaving  toward 


the  West  with  a  reserve  that  daily  grows  greater. 

Do  you  suppose  someone — anyone — of  competence  in  the 
Carter  Administration  is  burning  a  bit  of  midnight  oil  figuring 
what  we  could  do  to  deter,  prevent  the  U.S.S.R.  from  firing 
their  cocked  South  Yemen  gun? 

Until  we've  rebuilt  some  conventional  military  capability, 
can  we  hope  our  threats  of  military  support  in  the  area  will 
suffice? 


TO  GET  OURSELVES  IN  MEANINGFULLY  MILITARY  SHAPE 


e  do  not  have  time  to  fiddle,  diddle  and  fumble  as  long  as  we 
ive  on  energy  matters.  This  Administration  has  squandered 
hatever  time  we  might  have  had. 

President  Carter's  tough  talk  can  only  be  redeemed  if  he 
its  a  no-nonsense  doer  in  charge  of  a  crash  program  to 
ovide  our  country  with  adequate  conventional  military 
ipability — tanks  and  antitank  weapons  by  the  thousands; 


personnel  carriers  and  ships  and  planes  that  can  carry  the 
stuff  to  where  it's  needed;  enough  trained  men  to  make 
divisions  relate  in  actual  numbers  to  what  the  manuals  say  a 
division  is  supposed  to  be. 

Wouldn't  you  think,  after  the  President's  Afghan  Awakening 
and  his  clarion  alarms,  that  the  Defense  Department  and  its 
procurement  arm  would  be  moving?  Apparently  they  haven't 
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gotten  word.  Just  listen  to  this —  plans  to  order  titanium  (our  stockpile's  almost  barren)  so  that 

Titanium  is  scarce  in  this  country  yet  vital  for  lightweight  the  company  could  swiftly  undertake  the  huge  investment — 

armor,  a  requisite  for  planes,  tanks  and  other  military  uses,  and  lead  time — required  for  mining  and  refining  additional 

Executives  from  one  of  the  two  U.S.  producers  told' us  at  lunch  quantities  of  the  stuff. 

the  other  day  that  they  had  asked  Washington  if  there  were  Would  you  believe  the  answer  was  "No"? 

ONE  SICK 
HEALTH  AD, 
ONE  HEALTHY  ONE 

Malpractice  suits  are 
laughing  matters  neither  to 
doctors  nor  to  insurance 
companies,  and  it's  hard  to 
imagine  either  being  tempt- 
ed to  do  business  with  this 
advertiser. 

On  the  other  hand,  the 
other  sickbed  cartoon  comes 
up  smelling  like  roses. 


"Hey,  doc!  Need  primary  or  excess 
hospital  malpractice  insurance?  I'm 
in  the  business!" 

Specializing  in 

Hospital  Malpractice 
Product  Liabrlitv 
Municipal  Public  Liability 
Kidnap  Ransom 
Captive  Insurance  Programs 


1070  Thomas  Jetterson  Si  ,  N  W 
Second  Floof 
Washington,  0  C  20007 
Telephone  202  342  0600 


When  uvtrtbifuil. 
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DAMA  COMPANY 

INCORPORATED 


Helping  you  say  it  right. 


ALMOST  AS  FREQUENT  AS  LOOSE  SUBSCRIPTION  CARDS 


in  magazines  are  the  letters  all  of  us  in  the  business  receive  from 
readers  expressing  intense  irk  about  the  annoyance  of  'em. 

As  one  letter  put  it:  "I  arrived  home  from  a  business  trip  last 
night  and  settled  down  to  watch  the  Olympics  and  to  browse 
through  accumulated  magazines.  After  completing  only  Time, 
Sports  Illustrated  and  Forbes,  I  got  up  to  go  to  bed.  The  area 
around  my  chair  was  a  disaster!  Every  time  I  flip  a  page, 
something  flutters  out.  Sometimes  I  get  annoyed  because  the 
page  won't  flip,  and  I  have  to  tear  a  card  out.  I  must  assume  you 


believe  the  cost  of  all  these  inserts  is  worthwhile.  But,  I  wonder. " 

Wonder  not.  Such  magazine  inserts  are  expensive  but,  far 
more  often  than  not,  they  are  most  profitable  or  publishers 
would  long  since  have  ceased  and  desisted. 

The  fact  is  they  are  a  convenience  for  those  moved  to 
subscribe  or  respond  to  an  advertiser's  message.  We  magazine 
publishers  would  be  grateful  if  the  annoyed  could  bank  their  ire 
over  such  inserts  and  let  us  go  happily  on  banking  the  profit- 
able returns. 


S.A.  IS  A  BETTER  WAY  OF  SAYING  INC. 


Stock-issuing  companies  in  this  country  are  incorporated 
and  we  summarize  their  legal  status  with  the  abbreviation 
"Inc."  In  Britain  they  use  "Ltd."  to  indicate  that  the  liability  of 
the  owners  is  limited  to  the  worth  of  their  shares — which  does 
explain  a  bit  more  than  "Inc."  does  to  the  uninitiated. 


But  the  Spanish  and  the  French  do  it  even  better  with 
"S.A.,"  which  stands  for  Sociedad  Andnima  and  Societe  An- 
onyme.  That  does,  after  all,  describe  what  differentiates  the 
anonymous  shareholders  of  a  corporation  from  the  principals 
in  a  partnership  or  sole  proprietorship. 


thI 
MAGNIFICENT 
BUILDERS 

AND  THEIR 


BOOKS 


HOWARD  I  RUFF 


How  To  Prosper  During  the  Coming  Bad 
Years — by  Howard  J.  Ruff  (Times  Books, 
$8.95).  Stash  away  silver,  gold  and  a 
"miniwarehouse"  of  food  and  spare  parts. 
For  example:  "Storing  food  is  an  essential 
part  of  your  financial  planning  and  if  you 
are  not  willing  to  do  that,  you  probably 
didn't  believe  the  rest  of  this  book." 

Excerpts:  My  guess  is  that  we  will  liquidate  our  debt 
through  the  inflation  process  as  the  Germans  did  in 
1923.  .  .  Our  senators  and  congressmen  are  pretty  smart. 
They  realize  how  unsound  the  /Social  Security]  system  is,  so 
they  have  their  own  sound,  healthy,  fully  funded  pension 
program,  and  their  cost-of-living  escalators  built  into  their 
wages  and  their  retirement. 


The  Magnificent  Builders  and  Their 
Dream  Houses — by  Joseph  J.  Thorn- 
dike  Jr.  and  the  editors  of  American 
Heritage  (American  Heritage  Publish- 
ing Co.,  Inc.,  $27.50).  A  surprising 
number  of  them  many  of  us  would  con- 
sider better  described  as  nightmares  or 
follies,  built  more  often — subcon- 
sciously probably — as  monumental  bids  for  immortality  rather 
than  as  places  for  bed  and  board. 

Excerpt:  There  were  four  thousand  rooms,  one  hundred  miles 
of  corridors,  eighty-six  staircases  [in  the  Escorial,  built  by 
Philip  II  of  Spain].  Not  until  the  Pentagon  was  built  in 
Washington,  four  centuries  later,  could  any  building  on  earth 
rival  those  statistics. 
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70  MILLION  ANN  LANDERS  READERS 

invariably  get  their  money's  worth.  Yalies  recently  got  theirs  when  the 
heavy-duty  Yale  Political  Union  larkedly  asked  our  Sagest  Counselor  to 
address  them.  Commenting  on  some  leg-pulling  letters  she  receives, 
Ann  observed,  "I  can  always  tell  a  phony  letter,  and  the  Yale  letters 
have  a  special  sound  to  them."  She  expressed  amazement  that  in  "your 
college  dorms  you  can  have  beer  and  cigarettes  and  a  friend  over  until  2 
a.m.  on  weekends,  but  no  hot  plates."  Her  final  observation  to  the  New 
Haven  collegians  was  that  they  are  "looking  better,  thinking  better  and 
smelling  better"  than  their  Sixties'  predecessors. 
Those  Yalies  probably  took  that  as  a  compliment. 

HEAVEN  COULDN'T  POSSIBLY  BE  HEAVENLY 

r  genealogists  or  communications  experts.  Imagine  just  one  The  logistics  involved  boggle  the  mind, 

andparent  on  either  side  who,  say,  died  in  700  BC,  and  I  guess  worrying  about  the  problem  ahead  of  time  doesn't 

anted  to  say  hello  or  greet  descendants.  Or  the  phone  bill  for  have  much  point.  As  those  there  might  say,  "It's  for  us  to 

ganizing  a  family  reunion  of  all  the  Smiths  of  all  times.  know  and  you  to  find  out." 


YOU  GET 

what  you  give. 


A  FREE  RIDE 

is  most  always  the  most  expensive. 


NO  SUCH  THING  AS  A  SURE  THING 


By  M.S.  Forbes  Jr. 


A  favorite  target  for  corporate  ac- 
quisitions in  recent  years  has  been  life 
insurance  companies.  On  paper,  the 
case  for  paying  a  premium  for  such 
outfits  was  compelling.  Profits  and  re- 
turn on  investments  were  excellent. 
Thanks  to  actuarial  fine-tuning  of  life 
expectancy  tables,  insurers  rarely  got 
caught  underpricing  life  policies.  Even 
rising  interest  rates  helped.  Compa- 
nies earned  more  on  their  invest- 
ments and  could,  as  a  result,  reduce 
their  premiums.  In  the  past,  the  prob- 
lem of  policy  loan  withdrawals  was 
short-lived. 

Unlike  the  cyclical  casualty  busi- 
ness, life  insurance  was  noted  for  its 
healthy,  steady  growth,  year  in  and 
year  out. 

Alas,  life  companies  turned  out  not 
to  be  so  invulnerable  to  the  vicissi- 
tudes of  the  real  world. 

More  and  more  people  are  borrow- 
ing on  their  life  policies  because  of 
rocketing  interest  rates.  And  no  won- 
der. The  loan  has  no  maturity  and  the 
policyholder  pays  an  interest  rate  of 
only  5%  to  8%:  Even  if  interest  rates 
topple  from  their  lofty  peaks,  they  are 
unlikely  to  get  back  to  the  5%-8% 
range  anytime  soon. 

Result:  an  unanticipated  outflow — 
even  hemorrhage — of  cash.  Some  in- 
surers are  now  borrowing  from  the 
banks  and  the  commercial  paper  mar- 
ket at  rates  of  around  20%  in  order  to 
make  loans  yielding  as  little  as  5%. 


Industry  earnings  arc  being  squeezed. 

So  much  for  the  "steady"  growth  of 
life  insurance  profits. 

So  much  for  yet  another  "sure 
thing."  ,    ,  , 

The  Federal  Trade  Commission  last 
year  charged  that  whole-life  insurance 
policies  were  not  good  for  the  con- 
sumer because  their  savings  feature 
had  a  small  return.  But  it's  a  safe  bet 
that  the  bureaucrats  (and  the  industry) 
didn't  factor  in  the  gain  that  policy- 
holders can  now  get  by  borrowing  at 
5%  and  use  the  money  to  buy  govern- 
ment securities  yielding  15%  or  more. 

Reagan's  Successful 
Weapon 

One  possibly  important  factor  in 
Ronald  Reagan's  astonishing  success 
in  this  year's  presidential  primaries 
has  been  overlooked  by  most  political 
pundits. 

Unlike  his  opponents,  Ronald  Rea- 
gan has  made  sweeping,  across-the- 
board  income  tax  cuts,  a  la  Kemp- 
Roth,  the  key  plank  in  his  domestic 
platform.  His  advertisements  in  New 
Hampshire  and  elsewhere  empha- 
sized that  type  of  tax  reduction  and 
the  philosophy  behind  it. 

There  is  obviously  more  to  Rea- 
gan's success  than  blunders  by  oppo- 
nents. In  Illinois,  for  example,  Reagan 
won  nearly  40%  of  those  Democrats 
and  independents  who  crossed  over 
into  the  Republican  primary. 

John  Anderson  has  received  public- 


ity and  applause  for  dealing  forthright- 
ly  with  certain  issues,  a  refreshing 
contrast  to  most  other  candidates. 
What  had  been  ignored  is  that  Reagan 
has  done  the  same  thing  in  econom- 
ics. Whether  or  not  you  like  Kemp- 
Roth,  this  type  of  proposal  has  consid- 
erable appeal  as  the  economy  sinks 
into  recession. 

lime  To  Look  Again 

Now  is  a  good  time  to  consider 
buying  bonds  and  stocks.  Interest 
rate's  will  be  down  considerably  from 
their  current  levels  by  year's  end  be- 
cause of  the  shrinking  economy.  As  a 
result,  bond  prices,  at  least  those  of 
the  U.S.  government,  will  be  up. 

The  reason  stocks  should  be  on  an 
upswing  is  the  response  that  Wash- 
ington is  likely  to  make  to  the  econo- 
my's troubles.  Even  liberal  Democrats 
now  acknowledge  that  significantly 
boosting  government  spending  is  no 
cure  for  a  recession.  That's  why  we 
are  likely  to  get  tax  cuts. 

Republican  and  conservative 
I  Vmocrats  will  push  for  reductions 
that  stimulate  savings.  To  mollify 
hard-pressed  consumers  (who  do, 
after  all,  make  up  most  of  the  elector 
ate),  we  could  well  get  cuts  somewhat 
along  the  lines  of  Kemp-Roth.  Both 
responses  will  do  the  economy  enor- 
mous long-term  good. 

Remember,  stocks  experienced  big 
recoveries  several  months  before  the 
bottom  was  reached  in  the  1970  and 
1974-75  contractions. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mirid.-MSF 


Brzezinski's 
Aimless  Aim 

The  Carter  Administration's  reac- 
tions to  the  Soviet  invasion  of  Afghani- 
stan aricl  its  subsequent  dealings  with 
the  strategic  challenge  to  Pakistan  rep- 
resent a  clear  example  of  action  without 
policy,  of  helter-skelter  diplomacy.  The 
image  of  National  Security  Adviser 
Zbigniew  Brzezinski  gleefully  pointing  a 
rifle  up  the  Khyber  Pass  is  a  gloomy 
picture  of  a  man  with  no  idea  of  what 
he's  aiming  at.  It  represents  U.S.  diplo- 
macy at  its  worst. 

— Professor  Amos  Perlmutter, 
Wall  Street  Journal 

Trees:  Capital 
Investments 

The  nation  must  have  taxation  poli- 
cies that  enable  industry  and  individuals 
to  make  the  long-term  investments  and 
take  the  long-term  risks  which  tree 
farming  requires.  Land  and  capital  must 
both  be  tied  up  for  35  more  years  to 
grow  saw  timber.  .  .  .  When  you  plant  a 
forest,  you  are  installing  the  most  effec- 
tive solar  energy  machine  known  today. 
This  forest  solar  energy  machine  should 
receive  the  same  tax  treatment  as  one 
made  of  glass,  silicon,  and  copper.  .  .  . 
Improvements  through  forest  genetics 
research  alone  mean  "supertrees"  will 
grow  faster  and  straighter,  and  will  be 
more  resistant  to  attack  by  insect  and 
disease.  In  fact,  "supertrees"  are  allow- 


ing us  to  grow  at  least  25  percent  more 
wood  on  the  same  land,  in  the  same 
amount  of  time. 

— J.  Stanford  Smith,  chairman, 
International  Paper  Co. 

Frugal  Ruler 

Louis  XII  ruled  a  prosperous  kingdom 
but  a  frugal  court.  When  he  was  re- 
proached for  his  shabby  dress  the  King 
replied:  "I  would  much  rather  my  (peo- 
ple] laughed  at  my  meanness  than  wept 
at  their  poverty." 

— Joseph  J.  Thorndike  Jr., 
The  Magnificent  Builders 
and  their  Dream  Houses 

Unmarried  Togetherness 

Living  together  is  one  of  the  greatest 
hold  buttons  there  is — Hank. 

Women  want  someone  who'll  open 
the  cab  door,  be  rich  enough  to  take 
them  to  Lutece,  and  be  vulnerable 
enough  to  cry  through  the  whole  meal 
.  .  .  the  perfect  date — Jack. 

— "Bachelors,"  in  Mademoiselle 

Any  Wonder? 

An  E-4  plane-handler  on  the  nuclear 
carrier  Nimitz,  deployed  to  the  Indian 
Ocean  during  the  Iranian  crisis,  normally 
works  16  hours  a  day  or  about  100  hours 
a  week.  He  handles  the  F-14  aircraft, 
which  costs  $25  million,  and  helps  oper- 
ate a  $2  billion  ship.  Yet  he  makes  less 


How  Strong  Is  RussiaP 


Where  Russia  Closed 
The  Gap  on  the  U.S. 


Where  Russia 
Outproduces  the  U.S. 

iave'age  annual  produciton  1977-791 
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THUS.  U.S.  lead  in  warheads— 17  lo  1  in  1964 — has 
shrunk  to  nearly  H'2  to  1. 

Note:  U.S.  long-range  bombers  in  1 064  included  800  B-52s 
and  S00  shorter-range  B-47s. 
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USNa)WR  chart— Basic  data:  U.S.  Dept.  of  Defense 
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per  hour  than  a  cashier  at  McDonald's, 
lives  below  the  poverty  level,  is  eligible) 
for  food  stamps  and  probably  hasn't  seen) 
his  wife  and  child  for  six  months.  Is  itj 
any  wonder  we're  having  trouble  keeping) 
up  our  military  manpower  strength? 

— The  Valley  Times,  Las  Vegas 


/  have  never  been  sure  what 
the  word  "nouveau"  can  possi- 
bly mean  in  America,  implying 
as  it  does  that  the  speaker  is 
gazing  down  600  years  of 
rolled  lawns. 

—Joan  Didion,  The  White  Album 


Red  on  Odd  and  Even  Days 

Oleg  Anichkin,  veteran  political  and 
foreign  analyst  for  Tass,  the  official  Sovi- 
et news  agency,  put  it  this  way  in  a  sharp 
exchange  with  U.S.  journalists: 

"It  seems  to  me  you  Americans  have 
odd  and  even  days  on  foreign  policy  as 
you  do  for  gasoline.  On  even  days  you 
beat  your  chests  and  say  you  are  the 
most  powerful  nation  on  earth  and  no 
one  dares  challenge  you.  On  odd  days, 
you  appear  very  frightened  over  nothing 
and  cry,  'The  Russians  are  coming,  the 
Russians  are  coming!'  " 

—Allen  H.  Neuharth,  CEO, 
Gannett  Co. 

Courteous  Creditors? 

To  a  creditor  who  had  resorted  to  se- 
vere language  in  requesting  payment  of  a 
sum  seriously  overdue,  from  a  British 
naval  officer,  19th  century: 

"I  am  in  receipt  of  your  'Final  Demand' 
for  payment  of  my  account.  I  have  to 
inform  you  that  my  normal  practice  con- 
cerning the  settlement  of  debts  is  to  place 
all  of  my  bills  in  a  hat  once  a  month,  from 
which  I  draw  out  two  or  three  for  pay- 
ment. I  have  followed  this  procedure  with 
regard  to  your  bill.  However,  if  I  receive 
another  letter  from  you,  Sir,  the  tone  of 
which  I  consider  to  be  rude,  your  bill  will 
not  be  put  in  the  hat  at  all." 

— Dear  Sir,  Drop  Dead!: 
Hate  Mad  Through  the  Ages, 
edited  by  Donald  Carroll 

Only  in  New  York 

As  the  investigators  removed  cartons 
of  unpacked  liquor  and  cigarettes,  two 
women  and  a  man  appeared,  asking  to  be 
admitted  to  the  after-hours  club. 

"The  place  is  busted,  raided,"  an  inves- 
tigator explained. 

"Can  you  tell  us  another  place  around 
here  that's  open?"  the  man  inquired. 

— Selwyn  Raab, 
The  New  York  Times 
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THE  TASTE  BEYOND 
12-YEAR-OLD  PREMIUM  SCOTCH 


Discover  more. 

Let  your  mature  taste  lead  you  from 
the  finest  premium  Scotch  on  up  to  the 
most  expensive  12-year-old  Scotch  in  the 
world.  The  Glenlivet.  The  ultimate  in 
Scotch. 

Most  premium  Scotch  is  blended 
and  depends  on  several  whiskies  for  taste 
and  smoothness. 

Yet  the  unblended  character  of 
The  Glenlivet  is  noble  enough  to  stand 
alone.  In  this  distinctive  Scotch  whisky 
you'll  experience  an  exceptional  smooth- 
ness and  full-bodied  richness,  unmatched 
in  all  other  premium  Scotch. 

Try  the  taste  beyond  premium 
Scotch. 

The  Glenlivet 


Unchanged  since  1824. 


Many  of  our  customers  get  a  big  head 
start  when  they  embark  on  a  search  for  a  new 
systems  solution  to  a  major  business  need. 
IBM  Data  Processing  Division  teams  of  appli- 
cation specialists  have  been  there  before,  trav- 
:  throughout  the  country  to  tackle  some  of 
the  toughest  business  projects. 

Our  specialists,  who  have  years  of  expe- 
rience in  specific  industry  areas,  work  in  tan- 
dem with  a  customer  team  to  define  require- 


Have  solutions 

ments  and  plan  application  design.  They  draw 
upon  known  solutions  that  have  already  helped 
other  customers  in  the  same  industry.  Working 
with  customer  executives,  users  and  data  pro- 
cessing professionals,  they  adapt  the  solution 
to  the  specific  business  problem. 

It  can  take  a  long  time  to  develop  a 
tailored  plan  for  a  systems  solution.  But  with 
the  help  of  our  Application  Transfer  Teams  the 
process  often  can  be  accomplished  in  only  a  few 


rill  travel 


tonths.  Sometimes  it's  even  been  done  in 
eeks.  The  teams  are  one  example  of  IBM  sup- 
)rt.  They  are  in  action  clear  across  the  coun- 
y-  at  sites  such  as  those  represented  above - 
orking  with  customers  in  industries  as 
verse  as  finance  and  insurance,  education  and 


manufacturing,  transportation  and  utilities. 

Every  time  we  help  a  customer  define 
and  solve  a  critical  business  problem,  every- 
body benefits.  And  it's  what  we  learn  that 
makes  it  possible  for  us  to  say,  "Have  solutions, 
will  travel." 


The  way  we  put  it  all  together  is  what  sets  us  apart.  =  =?  =  t  =  „ 

Data  Processing  Division 


Everything  about  David  Plastow  represents  his 
company's  philosophy.  Which  is  why  he  wears  a  Rolex. 


David  Plastow  is  the  cus- 
todian of  a  long  and  famous 
engineering  tradition. 

He  is  the  Chief  Execu- 
tive of  Rolls-Royce  Motors, 
and  indeed,  his  manner  and 
personal  appearance  exact- 
ly reflect  the  ethos  of  that 
company.  That  of  the  skilled 
engineer. 

Plastow  takes  a  personal 
interest  in  any  modification, 
however  small. 

"All  our  developments 
at  Rolls-Royce  are  always 
evolutionary  rather  than 
revolutionary,"  he  says. 

"We  are  a  highly  personal  business,  and 
both  our  craftsmen  and  our  customers  have 
clearly  defined  ideas  about  what  a  Rolls- 
Royce  should  be.  But  while  we  don't  tamper 
with  those  fundamental  ideas,  we  are,  of 
course,  constantly  searching  for  improve- 
ment. For  instance,  years  ago,  the  gear 
selection  on  a  Rolls-Royce  car  became  com- 
pletely electronic.  But,  a  driver  likes  to  'feel' 


that  the  gear  selection  lever 
is  doing  something ...  so 
we  engineered  the  'feel' 
back  into  it-  so  it's  satisfying 
to  use. " 

David  Plastow  recog- 
nises the  similar  philosophy 
behind  the  watch  he  wears. 

"It's  a  Rolex  Oyster 
Datejust.  I'm  told  that  the 
engineering  concept  of  the 
Oyster  case  first  appeared 
in  1926. 

"Obviously  this  watch 
has  changed  and  improved 
over  the  years  but  Rolex 
have  stayed  with  the  basic 
idea  because  it  was  a  very  good  one.  It's  ex- 
tremely tough,  very  reliable,  and  superbly 
engineered.  After  50  years  of  development 
it's  almost  perfect". 

Which,  from  the  man  who  makes  the 
finest  cars  in  the  world,  is  quite  a  compliment. 


ROLEX 

of  Geneva 


Write  for  brochure.  Rolex  Watch,  U.S.A.,  Inc.,  Dept.  I09D,  Rolex  Building,  665  Fifth  Avenue,  New  York,  NY 10022. 
World  headquarters  in  Geneva.  Other  offices  in  Toronto  and  major  cities  around  the  world. 


Forbes 


'  next  years  federal  budget  turns  out  to  be 
i  balance,  it  won't  be  done  by  cutting 
sending.  It  will  be  done  by  squeezing  an- 
ther $100  billion  or  so  from  U.S.  taxpayers. 

The 

biggest  tax  hike 
in  history 


By  Jerry  Flint 

rHE  largest  one-year  tax  increase 
in  the  nation's  history  is  coming: 
about  $100  billion.  If  the  federal 
vernment's  fiscal  1981  budget  turns 
t  to  be  in  balance,  it  is  that  extra 
aney,  not  budget  cuts,  that  will  do  the 
ck.  That  is  not  the  type  of  admission 
at  is  going  to  be  made  by  President 
irter,  Treasury  Secretary  G.  William 
iller,  James  T.  Mclntyre  (who  heads 
2  Office  of  Management  &  Budget), 
larles  L.  Schultze  (who  heads  the  Presi- 
nt's  Council  of  Economic  Advisers)  or 
y  of  their  aides.  They  will  look  you 


straight  in  the  eye,  as  Senate  Majority 
Leader  Robert  Byrd  does,  and  say:  "This 
budget  will  not  be  balanced  with  in- 
creases in  taxes."  But  judge  for  yourself: 
Spending  will  increase  between  1980 
and  1981  by  $45  billion,  to  $613  billion. 
By  President  Carter's  own  figures,  which 
probably  are  on  the  low  side,  tax  collec- 
tions will  jump  $93  billion,  to  $625  bil- 
lion, over  the  same  period.  The  Congres- 
sional Budget  Office  figures  the  tax  take 
will  be  a  little  more,  $627  billion,  and  all 
those  estimates  are  based  on  11%-to- 
12%  inflation.  If  it  runs  higher,  the  col- 
lections could  easily  jump  $100  million 
or  more  in  the  single  year.  More  than 


Up,  up,  up 


one-third  of  the  added  take — some  $38 
billion,  according  to  the  Congressional 
Budget  Office — will  come  from  higher 
individual  income  tax  revenues.  These 
extra  billions  will  roll  into  the  Treasury 
coffers  because  of  inflation  and  the  phe- 
nomenon known  as  "bracket  creep." 
Folks  will  earn  more  because  of  inflation, 
then  move  into  higher  tax  brackets  and 
part  with  a  larger  percentage  of  their 
income  for  taxes,  ending  up  with  less  for 
themselves.  It's  estimated  that  each  1% 
of  inflation  adds  1.6%  to  the  total  take 
from  individual  income  taxes. 

Then  there  are  tax  increases  legislated 
years  ago.  Social  Security,  which  went  up 
this  year,  goes  up  again  next  year — good 
for  another  $25  billion  in  1981. 

Then  there  are  new  taxes,  on  the 
books  and  coming.  Under  existing  ex- 
ecutive authority,  President  Carter  has 
mandated  a  new  oil  import  duty,  work- 
ing out  to  a  tax  of  10  cents  a  gallon  on 
gasoline.  The  idea,  the  President  insists, 
is  not  to  raise  money  but  to  reduce  fuel 
use.  Nevertheless,  it  will  add  $10  billion 
to  general  revenues  in  fiscal  1981. 

The  new  windfall  oil  profits  tax  will 
bring  in  another  $13  billion  in  1981. 
Some  $3.4  billion  more  will  come  in  if 
the  Administration  and  congressional 
leaders  can  push  through  a  withholding 
tax  on  bank  interest.  Most  of  this  won't 
come  by  catching  folks  who  don't  pay 
the  tax,-  it  will  come  by  taking  their 
money  early — before  they  can  collect  ex- 
tra interest  on  their  interest.  (Thus,  even 


In  1981  bracket  creep  will  push  up  income  tax  rates  for 
individuals,  Social  Security  will  jump  again,  and  the  new 


windfall  profits  and  gasoline  levies  will  combine  to  create 
the  heftiest  single-year  tax  increase  in  history. 
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as  the  President  and  congressional  lead- 
ers insist  that  something  must  be  done 
to  increase  savings,  they  maneuver  to 
make  it  less  lucrative  to  do  so.) 

If  those  tax  increases  aren't  enough, 
some  congressional  leaders  have  a  few 
more  money-raising  ideas  in  mind.  "I 
recommend  that  the  Ways  &  Means 
Committee  report  measures  to  raise  an 
additional  $3.5  billion,  primarily  from 
the  affluent  and  users  of  government  fa- 
cilities whose  use  is  now  subsidized," 
says  Representative  Robert  Giaimo 
(D-Conn.),  chairman  of  the  House  Bud- 
get Committee.  He's  thinking  about 
such  measures  as  a  5%  income  tax  sur- 
charge, probably  on  the  $50,000-a-year 
crowd,  more  taxes  on  liquor  and  ciga- 
rettes, cutting  tax  deductions,  higher 
charges  to  private-plane  owners  for  air- 
port use  and  fees  from  boat  owners  for 
Coast  Guard  services. 

Antibusiness  groups  are  beginning  to 
use  the  budget-balancing  drive  to  push 
for  new  levies,  too.  For  example,  the  Pub- 
lic Citizens  Tax  Reform  Research  Group, 
a  Ralph  Nader-supported  lobby,  thinks 
billions  of  dollars  can  be  raised  by  boost- 
ing the  taxes  of  oil  companies,  eliminat- 
ing export  tax  credits,  halving  the  busi- 
ness lunch  deduction  and  ending  the  in- 
come tax  deduction  on  credit  card 
interest.  Just  ending  the  credit  card  inter- 
est deduction,  says  Robert  Mclntyre,  di- 
rector of  the  group,  would  bring  in  $2 
billion.  He  aims  to  come  up  with  enough 
additional  tax  collections  to  keep  budget- 
cutters  away  from  his  favored  programs 
such  as  food  stamps  and  solar  energy. 
Other  tax  increase  ideas  in  the  air  in- 
clude taxing  half  of  tax-free  Social  Securi- 
ty payments  and  cutting  deductions  for 
home  mortgages  and  medical  care. 

None  of  these  latter  tax  increase  pro- 
posals may  pass.  The  point  is  the  effort  to 
balance  the  budget  has  thus  far  been 
seen — and  reported — as  an  effort  to  cut 
spending.  In  fact,  it  has  opened  the  door 
to  tax  increases  as  well.  In  business,  when 
spending  is  cut,  profits  may  rise,  and 
those  responsible  are  personally  reward- 
ed. In  government  it  is  the  opposite.  No 
bureaucrat  gets  a  bonus  or  bigger  office  for 
ending  programs.  No  lobby  praises  a  con- 
gressman for  trimming  its  program.  Re- 
wards come  with  spending  money. 

Even  as  the  President  and  congression- 
al leaders  were  talking  about  trimming 
the  budget,  the  President  was  promising 
New  York  that  the  Administration 
would  work  to  replace  funds  the  big, 
troubled  cities  lose  under  spending  cuts, 
and  the  Congress  was  preparing  to  up  its 
spending  for  1980  by  billions  of  dollars. 

The  Administration  and  the  Congress 
probably  are  serious  when  they  talk  of 
holding  down  spending  to  balance  the 
budget  in  1981.  But  for  all  their  good 
intentions,  it's  the  $100  billion  in  added 
tax  take — not  any  spending  cuts — that 
will  end  the  deficit.  ■ 


Why  does  it  cost  more  to  educate  fewer  kid! 
these  days?  Don't  blame  it  all  on  teachers'  pay 
And  don't  expect  relief  any  time  soon. 


Pay  more, 
get  less 


By  Beth  Brophy 


You  probably  think  you're  enti- 
tled to  some  school  tax  break.  All 
those  years  when  all  the  kids  were 
piling  into  school  you  dug  into  your 
pocket.  You  paid  more  taxes  each  year  to 
build  new  buildings,  to  fill  them  with  the 
best  equipment  that  money  could  buy,  to 
hire  more  teachers  and  to  raise  their 
salaries,  too.  Now  there  are  fewer  kids 
every  year.  We  don't  need  all  those  build- 
ings or  teachers.  You  may  think  school 
taxes  should  even  drop  a  bit. 

Think  again.  School  budgets  are  still 
climbing.  The  cost  of  running  America's 
public  schools  from  kindergarten 
through  high  school  this  year  is  estimat- 
ed at  $82.3  billion,  excluding  another  $1 1 
billion  in  building  and  interest  costs.  Ten 
years  ago  the  cost  was  $34  billion.  Enroll- 
ments, meanwhile,  are  down  to  42  mil- 
lion from  46  million  in  1969-70— a  140% 
increase  in  operating  costs  over  a  period 
when  enrollment  fell  by  8%. 

Inflation  is  a  big  factor,  of  course,  but 
not  the  only  one.  The  public  schools 
have  been  asked  to  respond  to  almost 
everything  that  ails  the  country,  from 
racial  discrimination  to  tooth  decay. 
School  board  members  are  less  insulated 
from  public  pressure  than  anyone  else  in 
public  life.  And  what  local  voters  don't 
ask  for,  Washington  may  demand. 
Among  the  inevitable  results  is  a  costly 
range  of  school  programs. 

In  California,  for  example,  for  every 
100  certified  teachers,  there  are  87  oth- 
ers— administrative  staff  and  paraprofes- 
sionals — on  the  payroll,  says  John  Coons, 
a  law  professor  at  Berkeley  who  has  stud- 
ied educational  financing.  "Between 
1967  and  1977,  student  population  in 
California  declined  3%,  the  number  of 
teachers  declined  5%  and  the  number  of 
principals  and  assistant  principals  went 
up  10%,"  adds  Tom  Foote,  research  di- 
rector of  the  California  School  Finance 


Albert  Shanker  of  the  AFT 
How  many  programs  are  worse  tha 
the  problems  they  address? 

Reform  Project  at  the  San  Diego  Stal 
College  of  Education. 

Since  1975,  when  New  York  City  a 
most  went  bust,  the  nation's  largest  put 
lie  school  system  has  apparently  adde 
thousands  of  administrators  to  its  pa? 
roll— just  how  many  is  impossible  to  tel 
"Ha,  that's  a  good  one.  I'd  like  to  kne 
myself,"  laughs  one  Board  of  Educatio 
official  in  charge  of  statistics.  These  ir 
creases  have  come  as  enrollment  fe 
12%  from  1.1  million  in  1975  to  965,00 
this  year,  and  the  teaching  staff  decline 
15%  to  55,000,  maybe — figures  are  har 
to  come  by  in  New  York.  "There's  n 
question  that  the  decentralization  of  Dt 
troit's  school  system  into  eight  regior 
with  separate  administrators  does  add  a 
extra,  expensive  layer  of  bureaucracy, 
says  Mary  Ellen  Riordon,  president  of  th 
Detroit  Federation  of  Teachers. 
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Teachers  are  understandably  eager  to 
find  reasons  other  than  their  own  sala- 
ries and  benefits  for  the  still-climbing 
costs.  (Officials  of  the  Chicago  teachers 
union,  for  example,  point  accusingly  to 
the  government  as  the  source  of  some 
fiscal  woes.  During  the  past  decade  the 
Chicago  school  budget  increased  150%, 
to  $1.3  billion,  although  the  number  of 
students  dropped  16%,  to  476,066.  Some 
1,300  regular  teachers  were  laid  off  as 
part  of  a  recent  $60  million  budget  cut 
ordered  to  keep  the  troubled  district  run- 
ning. Nevertheless,  complains  Robert 
Healey,  union  president,  "In  the  last  five 
years,  we  had  to  hire  3,000  special-ed 
teachers  (to  teach  retarded  or  crippled 
children)  and  1,500  bilingual  teachers. 
We  have  more  special  teachers  and  high- 
er administrative  costs  at  the  expense  of 
classroom  programs." 

Some  programs  ordered  by  govern- 
ment may  actually  hurt  rather  than 
help  the  students.  Bilingual  education, 
which  most  often  means  teaching 
classes  in  Spanish,  is  one  such  contro- 
versial and  expensive  program  mandat- 
ed by  the  federal  government.  Albert 
Shanker,  president  of  the  nationwide 
union,  American  Federation  of  Teach- 
ers, as  well  as  of  New  York's  union,  the 
United  Federation  of  Teachers,  com- 
plains, "Bilingual  education  is  creating 
another  generation  of  handicapped  stu- 
dents who  can't  function  in  our  society 
because  they  don't  speak  English.  It's 
an  outrage.  Some  kid  named  Hernandez 
whose  great-great-grandparents  came 
over  on  the  Santa  Maria  and  who 
doesn't  speak  a  word  of  Spanish  is 
compelled  to  sit  in  a  Spanish  class  be- 
cause some  local  community  group  is 
pressing  to  build  bilingual  education." 

Administrators,  of  course,  have  their 
troubles,  too.  In  the  prosperous,  tree- 
lined  suburb  of  Alexandria,  Va.,  a  few 
miles  outside  of  Washington,  D.C.,  5  of 
the  district's  20  schools  have  shut  down 
since  1976,  as  student  population  de- 
clined 15%,  from  13,572  to  11,445. 
There  are  now  812  teachers,  instead  of 
845,  earning  an  average  of  $19,500. 

But  even  with  fewer  students,  teachers 
and  schools,  costs  since  1976  have  risen 
20%,  from  $30.3  million  to  $34.3  mil- 
lion. "The  general  rate  of  inflation  is 
ripping  along  at  13%,  and  our  utility  and 
energy  costs  are  going  out  of  sight — a 
35%  increase,  from  $1.5  million  to  $2 
million-plus  by  next  year,"  sighs  Dr.  Wil- 
liam Leonard  Jr.,  assistant  to  Alexan- 
dria's superintendent  for  finance.  "We 
are  faced  with  a  two-pronged  problem: 
uncontrollable  inflation,  and  additional 
mandates  for  special-education  programs 
shoved  down  our  throats  by  federal  and 
state  authorities,  without  providing  suf- 
ficient funds  to  support  them." 

Union  officials  often  make  the  same 
case  that  administrators  make:  Declin- 
ing enrollments  alone  don't  necessarily 


Dick  and  Jane  learn  why  less  costs  more 


Look  Dick.  See  the  numbers  of  students  falling. 
That  means  we  won't  need  as  many  people  or  as 
many  buildings  or  buses.  If  we  don't  need  as  many/ 
people  and  buildings  and  buses,  we  won't  need 
as  much  money.  If  we 
don't  need  as  much 
money,  we  won't  need 
such  high  taxes. 


Total  expendituras 


Look  Jane.  See  the  spending  climb. 

We  don't  need  as  many  people  or 
buildings  or  buses,  but  that  doesn't 
mean  we  don't  want  more  government 
programs  and  administrators.  Administrators  don't 
like  to  end  programs  or  fire  themselves.  We  may 
need  more  money.  Grow  up,  Jane.  We  need  higher  taxes. 


The  blackboard  jungle— suburban  sector 


"After  24  years  of  being  a  classroom  teacher,  I've  got  to  quit.  It's  no  longer 
gratifying." 

We  are  listening  to  Mrs.  Johnson  (not  her  real  name),  who  teaches  in  a 
well-to-do  suburban  New  York  community.  She  is  just  52,  makes  $24,000  a 
year  and  could  teach  for  years  more.  Neither  the  school  nor  the  neighbor- 
hood it  serves  shows  signs  of  the  kind  of  trouble  that  affects  a  lot  of  big-city 
schools — no  massive  vandalism,  no  hallway  assaults.  There  are  only  20 
children  in  her  fourth-grade  class.  Her  job  is  only  an  eight-minute  drive  from 
her  home.  So  why  can't  she  take  it? 

Mrs.  Johnson  says  60%  of  her  pupils  come  from  broken  homes,  the 
mothers  work,  the  children  are  rambunctious,  the  parents  tired  and  nasty. 
"It's  the  deterioration  of  the  family  structure.  Divorce  is  rampant  and,  even 
in  the  most  amicable  cases,  hard  for  a  nine-year-old  to  handle.  Emotional 
upheaval  is  manifested  by  temper  tantrums,  tears  and  withdrawal  in  the 
classroom."  She  says  she  spends  too  much  time  and  energy  dealing  with 
emotional  outbursts  and  too  little  time  to  do  what  she  likes  best — teach. 

"Parents  are  angry  and  hostile,  too.  Handling  the  family  brings  on  ten- 
sions and  anxieties.  Mothers  who  come  in  for  conferences  are  often  defen- 
sive and  angry.  If  their  child  is  having  difficulties,  they  attack  the  teacher. 
They  lack  the  insight  to  ask  how  problems  at  home  affect  the  child. 

"In  this  age  of  do-it-yourself  psychology,  parents  with  no  training  or 
background  are  self-proclaimed  experts  about  bringing  up  children  and  about 
teaching,"  Johnson  continues  in  a  patient  but  weary  voice.  "They  direct 
curriculum,  they  order  private  instruction  by  the  teacher  before  and  after 
school,  they  give  the  children's  psychiatrists  carte  blanche  to  call  us  at  home 
at  all  hours  to  pick  our  brains  about  the  child's  behavior. 

"Everyone  treats  us  as  subservient.  In  the  hierarchy  of  education  the 
classroom  teacher  is  lowest  on  the  totem  pole.  Yet  we  are  held  accountable 
for  everything  that  goes  wrong. 

"I  don't  advocate  a  return  to  children  sitting  huddled  quietly  in  their  seats 
with  their  hands  folded.  But  the  children  are  too  outspoken  and  they  know 
less,"  she  adds.  "But  they  do  know  that  anything  goes.  They  say  and  do 
whatever  is  on  their  minds.  The  best  school  system  has  to  break  down  if 
there  are  no  rules,  no  discipline.  I  thought  the  decision  to  retire  would  fill  me 
with  regret,"  she  says  softly.  "I  have  already  stayed  too  long."— BR 
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reduce  overhead  costs.  "In  any  busi- 
ness/' says  Shanker,  "the  unit  costs  of 
your  rent,  advertising  and  heating  re- 
main constant  whether  you  have  a  lot  of 
customers  or  not.  New  York  City  has 
1,000  schools.  A  loss  of  50,000  students 
means  one  student  missing  from  each 
classroom.  It  sounds  like  a  lot,  but  it 
means  there  will  be  31,  not  32  kids  in 
each  class." 

Ironically,  despite  more  spending, 
trends  m  college  entrance  tests  and  other 


By  Barbara  Ellis 

"American  banks  were  a  breath  of 
fresh  air  when  they  first  came  into 
London  in  a  big  way,"  recalls  a  British 
executive  of  a  U.S.  bank.  That  was  in 
the  1960s.  Over  that  decade  and  the 
next,  the  U.S.  banks  carved  themselves 


measures  indicate  that  the  students 
aren't  learning  as  much  as  they  used  to. 
Nevertheless,  the  upward  trend  of  school 
spending  seems  unstoppable.  One  reason 
is  the  schools'  added  cares.  They  often 
provide  two  meals  a  day,  run  transporta- 
tion systems  carrying  millions  each  day 
(most  of  the  load  has  nothing  to  do  with 
racial  integration),  attempt  sex  educa- 
tion, driver  training  and  even  the  psychi- 
atric care  of  grade  school  kids. 
It's  not  going  to  stop.  "As  costs  contin- 


a  tidy  piece  of  the  London  market. 
Their  deposits  grew  from  less  than  S2 
billion  in  the  late  1950s  to  over  SI 00 
billion  by  1979.  They  built  up  a  30% 
market  share  in  the  S23  billion  nonster- 
hng  loan  business  and  took  an  overall 
15%  of  the  U.K.  corporate  and  govern- 
ment loan  market.  Even  their  own  em- 


ue  to  increase  and  enrollments  decline, 
the  gap  between  the  student  number  and 
the  dollar  figure  will  grow  wider,"  says 
Kathenne  Eisenberger,  demographic  di- 
rector of  the  American  Association  of 
School  Administrators.  In  Washington, 
the  new  drive  to  balance  the  budget  will 
bring  a  new  problem.  One  likely  cut  is 
state  revenue  sharing,  which  often  goes 
eventually  to  school  districts.  What  can 
taxpayers  expect?  Probably  more  taxes  at 
the  local  level.  ■ 


ployees  began  calling  the  big  British 
banks  "sleeping  giants." 

Lately,  however,  the  U.S.  banks  have 
faced  vigorous  new  competition  (see 
chart),  much  of  it  from  Japanese  and  con- 
tinental European  banks.  Other  overseas 
banks'  share  has  climbed  from  28%  in 
early  1977  to  around  33%  today.  As  a 
result,  the  U.S.  banks'  share  of  the 
nonsterling  lending  market  has  fallen 
from  a  record  31%  in  first  quarter  1978 
to  below  27%. 

In  response,  the  big  U.S.  banks — Bank 
of  America  and  Citicorp  in  particular — 
are  getting  aggressive  again.  They  are 
gearing  up  for  an  assault  on  the  sleeping 
giants'  own  stock  in  trade:  pound  ster- 
ling loans.  The  sterling  loan  market  is 
estimated  at  S85.5  billion,  of  which  the 
Americans  now  hold  a  puny  9%,  is  54% 
for  the  British  commercial  banks. 

The  U.S.  banks  have  already  had  one 
victory.  In  February,  after  years  of  U.S. 
lobbying,  the  Bank  of  England  finally 
agreed  to  drop  its  discriminatory  restric- 
tions on  foreign  bank  participation  in  the 
low-risk  Export  Credit  Guarantee  De- 
partment's loans.  Says  John  Tyce  of 
brokers  Laing  &  Cruickshank:  "The 
clearing  banks  were  pretty  upset.  That's 
good  quality  business.  Give  ground  on  a 
major  area  like  that  to  big  multinational 
banks,  and  the  next  thing  you  know,  they 
are  doing  all  the  sterling  business  too." 

But  the  Exports  Credit  Guarantee 
loans  are  small  change  compared  with 
the  U.S.  banks'  second  target,  Britain's 
SI 86  billion  retail  banking  industry. 

British  banks  do  not  yet  pay  interest 
on  checking  accounts,  and  national 
banking  is  legal  in  Britain.  With 
branches  throughout  Britain,  giant  Bar- 
clays, Lloyd's  Midland  and  National 
Westminster  banks  have  millions  in  free 
loans  from  their  checking  account  cus- 
tomers— pure  gold  when  the  prime  rate 
verges  on  20%.  Looking  more  like  oil 
companies  than  banks,  Barclays  recently 
announced  profits  up  42%,  Lloyd's  up 
49%  and  NatWest  up  44%. 

By  June,  Bank  of  America  hopes  to  get 
some  of  this  profitable  retail  business  by 
outbidding  British  banks  by  around 
l'/2%  for  deposits  of  S2,000  and  up.  Citi- 
bank also  plans  to  go  for  larger-size  de- 
posits and  offer  checking  accounts. 

"They  [BoL\  and  Citibank]  are  very 


Scrambling  for  position 

U.S.  banks  still  have  the  biggest  share  of  foreign  currency  loans  made  in 
London,  but  the  Japanese  and  other  non-U. K.  banks  are  gaining  fast.  Only  the 
British  are  doing  worse  than  the  Americans  in  holding  their  share  of  the  market. 

Percentage  market  shares 
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Source:  Bankers  Trust  Economics  Dept. 

As  U.S.  banks'  share  of  London's  foreign  lend- 
ing slides,  Bank  of  America  and  Citibank  aim 
at  another  profit  source:  the  British  consumer. 

Land 
of  opportunity? 
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mart,"  says  H.P.  Kennedy,  who  heads 
Republic  National  Bank  of  Dallas  in  Lon- 
!on.  "Consumer  finance  in  Britain  now 
s  where  it  was  in  the  U.S.  50  years  ago. 
"he  potential  is  there."  Any  casual  ob- 
erver  can  confirm  that  Britain  lags  far 
iehind  the  U.S.  and  behind  quite  a  few 
European  countries  in  consumer  finan- 
ial  services.  Britain  is  still,  to  a  surpris- 
ng  degree,  a  cash  society.  Only  half  the 
opulation  have  bank  accounts.  Laws 
ating  from  the  19th  century,  and  sup- 
orted  since  by  many  unions,  allow 
/orkers  to  demand  payment  in  cash,  and 
ometimes  also  call  for  weekly  pay. 

The  result:  hours  of  time-wasting 
lerical  work,  sensational  payroll  robber- 
;s  and  a  mother  lode  of  untapped  oppor- 
unities  for  American  banks  with  their 
ecades  of  experience  in  developing  pay- 
all  check  systems,  for  example,  and  in 
utomatic  consumer  loans. 

Capturing  a  piece  of  Britain's  retail 
anking  market  will  not  be  easy.  Citi- 
ank  has  tried  before:  Its  "Moneyshops," 
pened  in  the  early  Seventies,  were  a 
op,  though  Citimen  stress  that  they 
let  the  corporate  profitability  standard 
.%  on  assets  after  taxes). 

"In  retrospect,  that  title  was  a  frivo- 
dus  way  of  dealing  with  money,"  admits 
Citibank's  Barry  Burkholder,  an  Ameri- 
an  in  charge  of  the  U.K.  consumer  oper- 
tion.  To  avoid  sounding  frivolous,  Citi- 
ank  renamed  its  Moneyshops  "Citi- 
ank  Trust."  Soon  that,  too,  will  be 
hanged  to  "something  with  savings  in 
le  title,"  says  Burkholder,  a  former  fi- 
ance man  with  Ford  and  CertainTeed, 
tixious  not  to  spoil  the  impact  of  his 
rst  year's  $450,000  ad  campaign. 

Last  year,  Citibank  also  enhanced  its 
nage  in  England  by  landing  the  contract 
)  handle  a  credit  scheme  for  Marks  & 
pencer,  the  U.K.'s  premier  retailer.  (In 
cotland,  Bank  of  Scotland  beat  Citi  to 
le  punch.)  Burkholder  hopes  his  current 
3  U.K.  branches  will  grow  to  80  or  100, 
ut  he  promises  the  project  will  be  over- 
auled  after  only  six  to  eight  months  if  it 
oesn't  shape  up  satisfactorily. 

Perhaps  the  best  thing  BofA  and  Citi- 
ank  have  going  for  them  is  the  American 
rive  that  gave  them  their  edge  in  the 
ixties  and  Seventies,  when  they  were 
irving  out  that  30% -plus  market  share 
l  nonsterling  loans.  What  made  the 
mencans  so  "refreshing"  then?  Ray- 
lond  F.  (Tim)  Miller  of  Bankers  Trust, 
andon,  recently  suggested  one  answer: 
Dur  account  officers  were  and  are  ex- 
acted to  call  upon  customers  and  pros- 
;cts,  not  wait  at  a  desk  for  inquiries." 

Unlike  other  U.S.  banks,  such  as  First 
ational  of  Boston  and  Security  Pacific, 
hich  have  tended  to  stick  with  one 
itegory  of  consumer  loan  in  Britain, 
ith  Citibank  and  Bank  of  America  say 
ley  will  offer  a  full  range  of  financial 
roducts.  "I'd  like  to  think  we  would  be 
faring  advice,  not  just  making  loans," 


says  banker  Geoff  Marsh,  who  returned 
to  his  native  Britain  from  Nigeria  to  head 
up  BankAmerica  Finance.  He  will  be  ex- 
panding BA  Finance,  an  eight-branch  op- 
eration offering  car  purchase  loans,  which 
is  already  highly  profitable.  "Our  target  is 
a  30%  return  on  equity,"  says  Marsh,  who 
plans  to  broaden  his  spread  of  consumer 
product  loans  to  home  loans. 


British  banks  have  so  far  reacted  calmly 
to  the  news  of  American  expansion  on 
their  own  territory.  "We  are  so  small  in 
their  world,"  demurs  Citibank's  Burk- 
holder, whose  consumer  business  cur- 
rently stands  at  only  $500  million.  Rather 
less  modestly,  Burkholder  adds:  "It's  con- 
ceivable that  a  couple  of  years  from  now 
they  could  start  worrying."  ■ 


Interest  rates  must  fall,  said  the  Cleveland 
savings  institution.  Now  it's  out  of  business 
and  federal  agencies  are  picking  up  its  bills. 

The  little  thrift 
that  couldn't 


How  did  Washington  Federal 
Savings  &  Loan  of  University 
Heights,  Ohio  lose  maybe  $150 
million,  or  almost  as  much  as  its  depos- 
its, especially  when  federal  agencies  reg- 
ularly monitor  the  books? 

Should  federal  agencies  make  up  the 
potential  losses  of  private  securities  deal- 
ers when  their  customer  can't  pay  up? 

Those  questions  are  left  after  the  Mar. 
18  action  by  the  Federal  Savings  &.  Loan 
Insurance  Corp.  ("Fizzlick")  and  Federal 
Home  Loan  Bank  Board  to  end  Wash  Fed's 
independent  life  and  push  it  into  Broad- 
view S&L  of  Cleveland — Ohio's  largest. 

Charles  Glueck,  Wash  Fed's  ex-chair- 
man, was  obviously  betting  a  year  or  so 
ago  that  interest  rates  would  fall.  That  is 
why  the  thrift,  with  $176  million  in  de- 
posits and  net  worth  of  $13  million  at 
the  end,  piled  up  obligations  to  buy  more 
than  $600  million  of  Government  Na- 
tional Mortgage  Association  mortgage 
pass-through  pool  certificates  at  1978 
and  1979  prices.  Today  the  agencies  ban 
that  enormous  speculative  concentration 
but  hadn't  a  year  ago.  Glueck,  who 
wouldn't  answer  Forbes'  questions, 
made  commitments  to  buy  8%  GNMA 
certificates  at  about  95.  But  by  March 
the  market  price  fell  to  70  as  interest 
rates  soared,  which  makes  the  losses  a 
possible  $157  million.  Wash  Fed  would 
not  have  been  able  to  meet  Mar.  19  pay- 
ments for  $53  million  in  GNMAs,  trig- 
gering the  collapse  of  the  S&L,  explained 
the  federal  agencies. 

FSLIC  is  picking  up  the  $80  million  in 
Wash  Fed's  GNMA  commitments  for 
March,  which  will  cost  its  insurance 


fund  about  $21  million  in  losses.  The 
decision  on  the  other  forward  commit- 
ments will  be  made  as  they  come  due. 

Charles  Myers,  financial  officer,  and 
Warren  Dunn,  official  spokesman  of  the 
FHLBB,  say  they  knew  about  Glueck's 
investments,  but  couldn't  stop  him. 
Their  agency  passed  rules  about  such 
heavy  speculation  last  June,  but  by  then 
Glueck  had  piled  up  his  obligations.  "We 
asked  that  he  work  it  down,"  said  Dunn. 
"But  he  couldn't  sell  them  without  losing 
the  money,"  said  Myers. 

Other  S&Ls  also  are  heavy  into 
GNMAs,  and  the  agency  has  a  list  of 
those  in  trouble.  "But  we  have  no  evi- 
dence that  any  other  S&.L  will  have  a 
problem  of  this  magnitude,"  says  Dunn. 

Why  should  the  agencies  bail  out  the 
private  dealers  who  were  to  deliver  the 
notes  to  Wash  Fed?  Says  Myers:  If  the 
dealers  pushed  Wash  Fed  into  insolven- 
cy, that  would  have  cost  the  agency  even 
more — $139  million.  Those  involved 
range  from  big  names  such  as  Oppenhei- 
mer,  Lehman,  Wells  Fargo  and  Paine 
Webber,  to  known  trouble  spots,  such  as 
Hibbard,  O'Connor  &  Weeks,  to  little 
folks  like  Quincy  Peoples  S&X  of  Quin- 
cy,  111.  Says  one  dealer  who  disapproves: 
"The  iron  rule  of  the  market  is,  know 
your  customer."  They  didn't.  Neverthe- 
less, federal  agencies  will  make  sure  the 
dealers  don't  lose  for  it. 

FSLIC  insists  it  set  no  precedent.  Se- 
curities dealers  laugh  at  that.  "This  is 
dangerous,"  says  one  dealer  who  is  get- 
ting bailed  out.  "Now  anyone  can  go  to 
'Fizzlick'  and  say,  'Hey,  I  can't  meet  my 
commitments,  bail  me  out.'  "  ■ 
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Lew  Wasserman  could  use  a  few  lessons  on 
how  to  make  acquisitions,  but  there  aren't 
many  who  can  beat  him  at  making  movies — 
the  game  he  knows  best. 


MCA's  big  gamble 


By  Nick  Galluccio 

HANDS  FOLDED  NEATLY  On  his  lap, 
Lew  Wasserman,  the  tough- 
minded  chairman  and  CEO  of 
MCA  Inc.,  the  Los  Angeles-based  enter- 
tainment company,  smiles  faintly  when 
asked  why  he's  failed  at  three  major  ac- 
quisition attempts  over  the  last  four 
years.  "We  aren't  going  to  chase  acquisi- 
tions and  get  caught  up  in  the  auction 
game,"  says  Wasserman,  67,  a  tall,  rug- 
gedly handsome  man.  "I  guess  we  can 
plead  guilty  to  being  conservative." 

Conservative  is  Wasserman's  term, 
but  his  decision  to  plow  more  money 
than  ever  before  into  films  this  year  in 
the  face  of  a  saturated  and  potentially 
declining  motion  picture  market  may 
well  be  MCA's  biggest  gamble  yet.  While 
other  entertainment  companies  like 
Warner  Communications  and  Twentieth 
Century-Fox  have  been  snapping  up  ev- 
erything from  ski  resorts  to  bottling  and 
toy  companies,  Wasserman  is  putting  his 
money  into  the  business  he  knows  best. 
MCA  plans  to  release  20  films  this  year 
at  a  cost  of  $200  million,  more  than 
double  the  amount  it  invested  in  making 
movies  last  year.  MCA's  investment  rep- 
resents about  one-fifth  of  the  $1  billion 
in  new  money  expected  to  pour  into 
films  for  theatrical  distribution  this  year. 

As  for  the  critics  who  fault  Wasserman 
for  not  doing  enough  to  diversify,  he 
couldn't  care  less.  He  has  scorned  con- 
ventional wisdom  before,  to  his  profit.  In 
the  late  1950s,  for  example,  when  most 
major  studios  were  selling  off  their  mov- 
ie lots  at  skyrocketing  prices,  Wasser- 
man bought  the  rundown  Universal  Stu- 
dio lot  for  a  little  over  $11  million.  It's 
worth  well  over  a  half  billion  today. 

MCA  was  not  always  indifferent  to 
acquisitions.  Over  the  years  it  picked  up 
a  mail  order  house  and  a  savings  and  loan 
association  along  with  G.P.  Putnam's 
Sons  publishers  and  a  lately  troublesome 
recording  division  (ABC  Records).  But 
Wasserman's  abrasive  style  and  unwiil- 


MCA  Chairman  Ijew  Wasserman 


Not  for  him  the  auction  game. 

ingness  to  up  the  ante  caused  him  to  lose 
some  big  ones — Sea  World,  the  San 
Diego  amusement  park,  and  the  Coca- 
Cola  Bottling  Co.  of  Los  Angeles — to  one 
white  knight  or  another.  In  the  case  of 
Coca-Cola,  Wasserman  telephoned  its 
chairman,  Arthur  MacDonald,  late  on  a 
Friday  afternoon  saying  he  was  going  to 
take  the  company  over.  He  tendered  for 
Coca-Cola  the  following  Monday  morn- 
ing. MacDonald  was  not  amused.  Only 
last  January  Wasserman's  bid  for  an  Ohio 
amusement  park,  Cedar  Point,  expired 
when  no  one  tendered. 

Wasserman,  then,  has  little  choice  but 
to  make  more  films,  which  last  year  ac- 
counted for  some  60%  of  MCA's  rev- 
enues and  86%  of  its  profits.  Under  Was- 
serman, MCA  has  performed  better  and 
more  consistently  than  just  about  any 
other  major  entertainment  company. 
Net  profit  margin  last  year  of  nearly  1 1% 
was  almost  double  those  of  such  major 
competitors  as  Warner,  Fox  and  Colum- 
bia Pictures.  Its  revenues  in  1979  rose 


13%,  to  $1.3  billion;  profits  rose  8%,  to 
$139  million,  or  $5.95  per  share.  That 
does  not  count  an  extraordinary  gain  of 
$39.7  million  from  a  tax  refund. 

Of  course  not  even  MCA,  the  second 
biggest  movie  company  after  Warner, 
and  number  one  producer  of  TV  shows  as 
well,  has  an  unfailing  touch.  It's  off  to  a 
strong  start  this  year  with  The  Last  Mar- 
ried Couple  in  America  and  Coal  Miner's 
Daughter  already  released  and  doing  well. 
Among  top  earners  last  year  were  Animal 
House,  which  has  already  grossed  $75 
million  on  a  budget  of  just  $3.5  million, 
and  The  Jerk,  expected  to  draw  $50  mil- 
lion at  an  initial  cost  of  $5  million.  But  it 
has  had  some  expensive  flops  as  well. 
Notable  bombs  lately  were  The  Wiz  and 
1941,  a  coproduction  with  Columbia, 
each  of  which  cost  about  $30  million. 

But  that's  not  show  biz,  according  to 
Sidney  J.  Sheinberg,  45,  MCA's  presi- 
dent. Rather,  that's  the  essence  of  run- 
ning a  movie  studio  like  a  real  business. 

"It's  a  mistake  to  depend  on  a  particu- 
lar film  as  the  potential  blockbuster.  It 
just  doesn't  work  that  way,"  says  Shein- 
berg. "All  we  can  do  is  make  a  portfolio 
of  films  with  a  wide  range  of  appeal." 

So-called  residuals — sales  to  network, 
local  and  cable  television  and  to  foreign 
theatrical  and  television  markets — are 
making  the  movie  business  even  more 
businesslike.  Thanks  to  these  after-mar- 
kets, MCA  thinks  it  will  break  even  on 
1941.  Residuals  have  enabled  MCA  to 
hedge  its  bets  with  its  entire  1980  lineup 
of  films.  Here's  how  the  arithmetic 
works:  MCA  figures  it  can  license  the  20 
pictures  it's  releasing  for  domestic  theat- 
rical distribution  this  year  to  network 
TV  over  the  following  two  to  three  years 
at  an  average  price  of  $5  million  apiece. 
That  would  bring  in  $100  million.  MCA 
expects  another  $20  million  or  so  from 
cable  sales,  along  with  some  $27  million 
in  investment  tax  credits.  All  told,  MCA 
could  bring  in  about  $150  million  in  re- 
siduals to  offset  $200  million  in  produc- 
tion plus  another  $100  million  in  distri- 
bution and  marketing  costs.  This  doesn't 
take  into  account  worldwide  theatrical 
distribution,  foreign  television  distribu- 
tion, or  licensing  to  local  domestic  tele- 
vision after  the  shows  are  run  at  the 
theaters  and  on  network  TV. 

MCA's  huge  output  of  movies  this 
year  has  a  lot  to  do  with  the  fact  that  it 
has  fewer  prime-time  and  syndicatable 
TV  shows  than  in  the  past,  but  even 
more  to  do  with  those  residual  profits. 
The  more  pictures  MCA  puts  out,  the 
more  it  has  to  sell  later  on. 

Longer  term,  possibly  the  brightest 
area  for  MCA — but,  for  now,  surely  the 
most  imponderable — is  its  development, 
manufacture  and  marketing  of  video- 
discs and  machines  to  play  them.  Along 
with  IBM,  N.V  Philips  and  Japan's  Pio- 
neer Electronic  Corp.,  its  partners  in  the 
deal,  MCA  has  developed  a  machine  that 
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?s  a  laser  beam,  rather  than  the  needle- 
a-groove  technology  of  its  major  com- 
titor,  RCA  (which  has  joined  with  Ze- 
:h  Radio  Corp.  in  a  videodisc  venture), 
lile  MCA's  player,  at  about  $775,  is 
jre  expensive  than  RCA's  $500  ma- 
ine,  Wasserman  and  Sheinberg  believe 
;  consumer  will  be  willing  to  pay  up  for 
ality.  Commercial  users  almost  cer- 
nly  will.  General  Motors,  for  instance, 
:ently  purchased  10,000  MCA  players, 
e  potential  is  explosive.  Some  enthu- 
stic  analysts  think  videodiscs  could 
i  some  $3  a  share  to  MCA's  earnings 
er  the  next  five  years. 
Lew  Wasserman  doesn't  have  to  worry 
DUt  diversifying  his  company.  He's  got 
ite  a  lot  going  right  in  hand. 

rarning!  Good  times  ahead 

e  most  ominous  portent  for  the  movie 
lustry  in  years  is  how  easy  it  seems  to 

to  make  money  on  pictures  these 
/s.  The  big  numbers  seem  to  be  right. 
1979  Hollywood  filmmakers  garnered 
8  billion  gross  receipts  on  189  films, 

$1.4  billion  on  267  films  in  1970, 
)ugh  movie  attendance  has  shuffled 
mg  at  a  2%  yearly  compound  growth 
e  since  1975. 

-low's  that  again?  Soaring  gross  on 
[y  2%  a  year  more  viewers?  Are  ticket 
ces  up  that  much? 

(es,  but  a  bigger  reason  for  the  present 
llywood  high  is  the  new  ancillary  film 
irkets  like  network  TV,  cable  TV,  syn- 
ation  and — most  recently — video-disc 
.settes.  These  new  markets  are  being 
ited  as  ending  the  days  when  a  box 
ice  bomb  like  Cleopatra  could  lose  its 
iker  a  bundle.  That  is  why  everyone 
m  major  studios  like  MCA  and 
irner  to  relative  newcomers  like  shop- 
ig  center  king  Mel  Simon  and  Dutch 
ctronics  company  N.V  Philips  is  gear- 
;  up  for  a  25%  increase  in  film  output 
s  year. 

t's  not  just  the  entertainment  moguls 
o  are  bullish.  Merrill  Lynch  White 
:ld  Capital  Markets  Group  in  Los  An- 
es  is  helping  to  set  up  a  $30  million 
n  finance  company  to  funnel  cash  to 
;er  producers.  The  pitch  is  that  sec- 
iary  markets  like  video  cassettes  and 
)le  TV  alone  could  yield  the  industry 
billion  in  new  revenues  by  the  end  of 
:  decade. 

Dthers  doubt  the  early  arrival  of  the 
llennium  and  predict  a  major  Holly- 
od  shakeout  in  the  1980s.  "I'm  afraid 
:  industry  is  using  some  bad  arithme- 

in  its  forecasts,"  says  Arthur  Rock- 
11,  vice  president  and  economist  for 
:urity  Pacific  National  Bank  in  Los 
geles.  "Ignoring  your  main  market 
e  box  office]  and  planning  to  get  your 

out  five  years  down  the  road  is  not 
)d  business  strategy."  Hollywood,  he 
:ans,  is  suffering  from  an  old  and  a 
11-known  malady — too  much  of  a  good 
ng. — Michael  Kolbenschlag 


Environmental  snares  and  complex  regula- 
tions hamper  coals  use,  but  logic  is  still  firm- 
ly— and  increasingly — on  its  side. 


New  rain 
on  coal's 
parade 


By  Ann  Hughey 


WITH  COAL,  IT'S  ONE  DAMN  THING 
after  another.  Remember  the 
greenhouse  effect?  The  theory 
was  that  if  we  burned  lots  of  coal,  carbon 
dioxide  would  build  up  in  the  atmo- 
sphere, thereby  trapping  heat,  melting 
the  polar  icecaps  and  flooding  much  of 
the  earth.  That  issue  seems  to  have 
cooled. 

The  fashionable  new  environmental 
worry  is  so-called  acid  rain.  If  we  burn 
more  coal — so  the  scenario  goes — sulfur 
and  nitrogen  emissions  from  electric 
power  plants  turn  into  acid  in  the  atmo- 
sphere. The  acid  then  drips  down  in  the 
rain  and  can  kill  fish,  damage  crops  and 
reduce  soil  fertility. 

That  theory  is  the  latest  roadblock  in  a 
long  series  that  always  seems  to  keep 
coal  from  becoming  the  energy  savior. 
Acid  rain,  environmentalists  warn  dark- 
ly, can  travel  hundreds,  even  thousands 
of  miles  before  dripping  to  earth.  Con- 
gressional hearings  are  held  on  it.  Carter 
Administration  officials  quarrel  about  it. 
The  President  himself  tells  a  White 
House  assembly  of  coal  operators  and 
mine  union  officials  that  it  is  a  serious 
problem  with  international  implica- 
tions: World  leaders,  he  hints,  are  wor- 
ried about  U.S.  pollution  falling  into  their 
creeks  and  ponds.  "Acid  rain  is  the  core 
of  the  next  battle  between  the  coal  indus- 
try and  the  environmentalists,  and  it's 
no  sure  shot  the  industry  is  going  to 
win,"  says  one  industry  official. 

Both  utility  and  coal  industry  officials 
insist  that  scientific  data  on  acid  rain  is 
conflicting  and  much  too  soft  to  support 
the  environmental  charges.  Douglas 
Bauer,  senior  vice  president  of  Edison 
Electric  Institute,  says  that  measure- 
ments at  ten  monitoring  stations  in  the 
mid-Fifties  and  again  in  the  mid-Seven- 
ties showed  rainwater  acidity  increased 
at  four  locations,  decreased  at  two  and 
stayed  the  same  at  four.  Says  Bauer:  "It 
certainly  leaves  you  with  an  ambiguity. 


CD 


Giving  coal  operators  and  miners  the  gospel 
A  reluctant  plug  far  coal  conversion. 

We  don't  know  if  [rainfall]  is  increasing 
in  acidity  and  we  don't  know  much 
about  causality.  If  we  can't  establish  that 
rainfall  is  becoming  more  acidic,  how  in 
the  world  can  we  begin  to  assess  the 
claim  that  increased  coal-burning  by  util- 
ities is  causing  acid  rain?" 

This  much  is  certain:  In  years  past  the 
U.S.  burned  as  much  coal  as  it  does  today 
without  recorded  massive  destruction  of 
flora  and  fauna.  Even  the  Council  on 
Environmental  Quality,  which  views  the 
acid  rain  problem  with  alarm,  says:  "In- 
sufficient knowledge  exists  about  the  ex- 
plicit causes  and  total  effects  of  acid 
rain. "  Grumps  Joe  Mullan  of  the  National 
Coal  Association,  a  veteran  of  the  indus- 
try's wars  with  the  environmentalists, 
"If  I'm  an  environmentalist  and  I  want  to 
play  fast  and  loose  with  facts,  I  go  find 
something  that  nobody  really  knows 
anything  about  and  that  it  takes  time  to 
build  up  the  arguments  against." 

Acid  rain  is  but  the  latest  in  a  long  line 
of  battles  the  coal  industry  has  had  to 
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Complexity  by  the  ton 

Twelve  agencies  and  3 1  sizable  subdivisions  of  the 
federal  government  have  an  impact  on  coal  use, 
production  and  transportation.  Coal  operators  say 
that  to  open  a  new  mine  they  need  permits  from 
between  15  and  20  different  regulatory  agencies 
depending  on  the  type  of  mine  and  where  it  is. . 


Office  of  Fossil  Energy 


Department  of  Energy 


Office  of  Resource  Application 


Office  of  Environment 


Federal  Energy  Regulatory  Commission 


Economic  Regulatory  Administration 


Energy  Information  Administration 


Office  of  Energy  Research 


Office  of  Policy  &  Evaluation 


Bureau  of  Mines 


Geological  Survey 


Department  of  Interior 


Office  of  Surface  Mining  Reclamation  &  Enforcement 


Department  of  Agriculture 


Department  of  Labor 


Department  of  Transportation 


Department  of  Commerce 


Department  of  Health,  Education  &  Welfare 


Environmental  Protection  Agency 


Department  of  Defense 


Interstate  Commerce  Commission 


Appalachian  Regional  Commission 


Tennessee  Valley  Authority 


Four  separate  agencies  have  jurisdiction  over  how 
a  coal  company  deals  with  the  water — just  the 
water — around  a  mine. 


Source:  National  Coal  Association 


Bureau  of  Land  Management 


U.S.  Fish  Si  Wildlife  Service 


Forest  Service 


Soil  Conservation  Service 


Rural  Electrification  Administration 


Mine  Health  &  Safety  Administration 


Office  of  Workers'  Compensation 


Federal  Railroad  Administration 


Federal  Highway  Administration 


Office  of  Secretary  &.  General  Council 


Economic  Development  Administration 


Census  Bureau 


National  Institutes  of  Health 


Office  of  Air  Quality  Planning  &  Standards 


Office  of  Water  St  Waste  Management 


Office  of  Toxic  Substances 


Office  of  Enforcement 


Office  of  Research  &  Development 


Office  of  Planning  &  Management 


Army  Corps  of  Engineers 


fight  over  the  years.  Many  of  those  bat- 
tles— over  clean  air,  clean  water,  strip- 
mining,  coalmine  health  and  safety — the 
industry  lost,  and  deserved  to  lose.  What 
the  industry  did  not  deserve  is  the  aston- 
ishing number  of  government  agencies 
(see  chart)  that  now  have  jurisdiction — 
sometimes  overlapping — over  its  oper- 
ations. They  can  postpone  the  realiza- 
tion of  coal's  promise  for  years. 

The  divided  counsels  of  the  Carter  Ad- 
ministration seem  precisely  calculated  to 
achieve  that  delay.  For  example,  Presi- 
dent Carter's  recent  request  to  Congress 
to  require  mandatory  conversion  back  to 
coal  by  utilities  that  had  once  converted 
to  oil  was  made  only  after  the  most  ago- 
nizing struggle  within  the  Administra- 
tion. The  Environmental  Protection 
Agency  and  the  Council  on  Environmen- 
tal Quality  wanted  stiffer  air  pollution 
standards  for  the  reconverting  utilities 
than  were  advocated  by  the  Department 
of  Energy,  Domestic  Adviser  Stuart  Ei- 
zenstat  and  Senate  Majority  Leader  Rob- 
ert C.  Byrd.  The  President  finally  sided 
with  DOE. 

But  to  what  effect?  Denny  Ellerman  of 
the  National  Coal  Association,  until  re- 
cently deputy  assistant  secretary  for  poli- 
cy analysis  at  DOE,  predicts  that  differ- 
ent parts  of  the  Administration  will  lob- 
by both  for  and  against  the  bill.  "That's 
the  nature  of  the  discipline  that  exists  in 
the  Administration,"  he  says.  "I've  seen 
too  many  things  the  President  makes  a 
decision  on  and  it  falls  right  through  the 
boards.  It  is  never  followed  up,  and  he 


never  follows  it  up,  and  then  somebody 
tells  him,  'Well,  we  couldn't  do  this  or 
that.'  " 

But  an  inexorable  logic  is  working  for 
coal  at  the  same  time,  in  the  remorseless 
rise  in  the  cost  of  imported  oil,  the  politi- 
cal toils  crippling  the  post-Three  Mile 
Island  nuclear  industry,  the  constant  re- 
ceding of  the  will-o'-the-wisp  of  solar 
power.  For  all  the  political  fuss  over  util- 
ity coal  reconversion,  relatively  little 
coal  is  involved  for  an  industry  with 
20,000  unemployed  miners  and  100  mil- 
lion tons  a  year  of  unused  capacity.  The 
first  phase  of  the  coal  reconversion  bill 
would  provide  a  market  for  only  15  mil- 
lion to  40  million  tons  more  per  year. 
Compare  that  with  the  additional  400 
million  tons  a  year  the  utility  industry 
will  be  burning  by  1988  in  new  coal-fired 
generating  units  scheduled  to  come  on 
line  by  then. 

There  are  also  other  bright  spots.  As 
soon  as  EPA  approves  state  environmen- 
tal plans  so  states  can  issue  permits — 
which  may  happen  this  year — industry 
officials  expect  a  new  market  to  develop 
among  industrial  users  for  pulverized 
coal  and  oil  mixtures  now  being  tested  as 
an  oil  substitute.  Offsetting  the  shrink- 
ing export  market  for  metallurgical  coal, 
many  countries — among  them  France, 
the  U.K.,  Ireland  and  Germany — are 
starting  to  buy  U.S.  steam  coal.  For  the 
first  time  in  years,  a  new  independent 
coke-making  facility  is  being  planned  in 
the  U.S.  The  first  dribbles  of  synthetic 
fuel  from  coal  are  not  expected  before  the 


mid-1980s,  but  depending  on  oil  prices 
and  government  policy,  synthetic  fuels 
could  constitute  a  big  new  market  for 
coal  in  the  1990s.  Railroad  deregulation, 
now  pending  in  Congress,  holds  out  hope 
of  cheaper,  more  stable  coal  transporta- 
tion, although  coal  industry  officials  in- 
sist that  operators  who  can  ship  on  only 
one  railroad  need  protection  from  price 
gouging  if  the  railroads  are  deregulated. 

Labor  unrest  and  wildcat  strikes,  the 
bane  of  the  eastern  coalfields  in  the 
1970s,  have  declined  dramatically.  The 
United  Mine  Workers,  whose  members 
produce  about  50%  of  the  nation's  coal, 
has  a  strong  new  leadership  that  recently 
joined  the  coal  operators  in  endorsing  a 
program  to  increase  the  use  of  coal.  Some 
see  that  and  other  union-management 
initiatives  as  a  sign  of  new  harmony. 
The  coal  operators'  bargaining  unit  was 
recently  reorganized  in  a  manner  de- 
signed to  try  to  prevent  the  chaotic  pow- 
er struggles  that  marked  the  last  negotia- 
tions (see  p.  144).  When  the  current  con- 
tract expires  in  1981,  a  long  strike  is 
considered  unlikely. 

On  the  political  front  the  gains  may 
appear  more  modest,  but  coal  proponents 
say  they  are  a  strong  step  in  the  right 
direction.  "Natural  gas,  synthetic  fuels, 
you  name  it — anything  in  the  energy 
field  has  taken  a  lot  of  time  with  filibus- 
ters, night  sessions  and  all-night  sessions 
in  conference,"  says  coal  caucus  chair- 
man Senator  Wendell  Ford  (D-Ky.). 
wouldn't  change  the  system.  I  just  wis! 
it  would  hurry  up."  ■ 
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Chez  Renault 


Profiles  from  the  Paris  Factory/One  of  a  series 


"  NJ 

1  Nature's  logic — that's  how  I  see  aerodynamics. 
The  dolphin,  the  swallow,  the  cheetah,  each  moves 
with  speed,  attuned  to  its  environment, 
yet  each  minimizes  the  expenditure  of  energy 
What  better  lesson  for  a  designer?" 

Robert  Oproti 

Director  of  Styling  I  Regie  Renault 


Robert  Opron's  name  has  been 
associated  with  the  successful  use  of 
aerodynamic  principles  in  automotive 
styling  for  20  years  (His  credits  in- 
clude a  U  S  "Car  of  the  Year"  award, 
an  Italian  styling  award  and  the  pres- 
tigious Prix  Europeen  )  Today,  his 
aerodynamic  enthusiasm  is  a  designer's 
contribution  to  solving  the  energy 
enigma  The  CX  (a  scientific  meas- 
urement of  aerodynamics)  is  a  scien- 
tifically credible  and  demonstrable 
principle  The  energy  crisis  has  restored 
a  goal  that  never  should  have  been 
forgotten  Styling  that  significantly 
reduces  the  amount  of  drag,  promotes 
more  efficient  use  of  energy  " 


"Practicality  for  the  user"  is  another 
guiding  principle  for  Opron  Trained  to 
be  an  architect,  his  first  job  was  design- 
ing kitchen  appliances  This  early  train- 
ing and  work  apprenticeship  helped 
instill  user-practicality  in  his  design 
philosophy  "After  all,  when  you  design 
a  building     or  are  involved  with  la 
cuisine,  you  deal  with  real  life,  real 
people,  real  problems  " 


For  five  years  now  Opron  has  been 
responsible  for  the  design  and  styling 
of  all  Renault  cars,  and  all  products 
bearing  the  Renault  name,  a  range  that 
includes  trucks,  industrial  and  agricul- 
tural machines,  marine  equipment  and 
such  everyday  tools  as  lawnmowers 
Whatever  the  project,  however,  he 
stresses  the  human  imperatives  "How 
can  this  product  be  better  designed  to 
answer  human  needs     to  make  life  a 
little  pleasanter  or  easier?" 


A  typical  week's  work  schedule  has 
Opron  in  Milan  for  two  days  ( Renault 


Portrait  by  Mane  Cosindas 


maintains  a  design  atelier  there  as  well 
as  in  Paris),  and  then  he  might  be  off  to 
the  U  S  or,  possibly  South  America 
for  another  two  days  Back  in  Paris  to 
review  current  design  projects,  he 
seems  to  thrive  on  the  accelerated  pace 


Trucks,  one  of  Opron's  current  design 
enthusiasms,  are  also  subject  to  his 
aerodynamic  basics  "Trucks  must  be- 
come more  economical,  ergo,  you  must 
have  more  sophisticated  aerodynamics 
in  the  styling  "  Opron  sees  the  growth 
of  electronics  in  the  auto  industry  as 
adding  to  hisnouvel  bumanistne  Vital  data 
for  the  driver  —  upcoming  road  condi- 
tions or  weather  — could  be  standard 
dashboard  information  thanks  to 
electronics 


Oprons  home,  which  he  and  an 
architect  friend  designed  and  built  is 
brimful  with  his  practical  humanism 
The  house,  an  unassuming  petite  villa  at 
la  campagne  is  sited  in  an  abandoned 


orchard  a  short  ride  from  Paris  As 
Opron's  wife  Genevieve  and  the  two 
Opron  children  (Philippe,  a  26-year- 
old  medical  student  and  Valerie,  a  lyc'ee 
teenager)  all  testify  it  seems  a  perfect 
machine  for  living  in  Its  quintessential 
modernity  can  be  seen  in  the  details. 
The  ingenious  open  floor  plan  is  stud- 
ded with  pockets  of  privacy,  there's 
easy  garden  access  from  all  rooms,  a 
socially-magnetic  central  hearth,  and 
throughout,  an  underlying  practicality 
of  materials  "The  design,"  says  Opron, 
"is  'internal!  not  a  facade  " 


In  addition  to  the  "energy 
imperative"  —  there's  also  the  "inter- 
nationalization imperative"  Renault 
products  must  meet  human  needs  in 
"the  mosaic  of  different  cultures"  in 
which  they  will  be  used  Then,  too, 
the  aesthetics  of  a  given  design  are 
another  imperative— "after  all,  these  are 
Renault  products  "  In  facing  these  not 
necessarily  confluent  requirements, 
Opron  reiterates  the  importance  of  the 
human  factor  "Even  as  I  respond  to  the 
urgent  needs  of  the  present,  I  dream  of 
automobiles  whose  very  being—  in  the 
pertinent  words  of  the  Roman  architect 
Vitruvius  — 'would  make  living  easier 
for  all  mankind  That  perhaps,  is  my 
true  designing  logic  " 


We  welcome  your  comments,  questions 
or  thoughts  about  any  of  the  above 
Write  to  Renault,  U  S  A  ,  Inc  , 
Corporate  Group,  Englewood  Cliffs, 
N.J.  07632 


RENAULT 

the  car  company  of  France 


THE 

MANUFACTURERS 

HANOVER 
TOTAL  BANKING 
COMMITMENT: 


IT'S  TOMORROW'S 
WAY  OF  BUSINESS, 
TODAY... 

...  It  represents  the  complex  commitment  Manufacturers 
Hanover  has  made  to  create  a  banking  relationship  of 
the  highest  standards— in  lending  and  operations.  Be- 
cause business  now  demands  reliable  credit  alternatives 
intertwined  with  informational  and  operations  services. 

Manufacturers  Hanover  is  meeting  these  demands 
for  more  than  25,000  customers,  from  the  local  manu- 
facturer to  the  multinational  corporation. 

We  offer  a  unique  market-driven  approach  to  cash 
management  and  a  range  of  credit  alternatives  that  no 
other  financial  institution  can  surpass.  Our  equipment 
financing/leasing  arm  operates  eleven  offices  across  the 
country  and  eighteen  worldwide.  Our  commercial  financ- 
ing/factoring affiliate  is  located  in  key  manufacturing 
centers  around  the  United  States. 

Internationally,  Manufacturers  Hanover  connects 
over  one  hundred  strategic  facilities  in  more  than  forty 
countries.  Our  London  and  Hong  Kong  based  merchant 
banks  are  recognized  leaders  in  Eurodollar  financing. 

Yet  it  is  not  just  the  integration  of  lending  capabil- 
ities with  operating  expertise  that  makes  Manufacturers 
Hanover  different.  It  is  our  people.  A  Manufacturers 
Hanover  banker  is  dedicated  not  to  telling  you  how  to 
manage  your  business,  but  to  working  with  you  on 
managing  even  your  banking  needs  of  tomorrow,  today. 
Consider  the  source. 

MANUFACTURERS  HANOVER 

The  financial  source.Worldwide. 

Member  FDIC 


fs  Comsat  going  to  regelate  as  just  another 
public  utility?  Or  will  it  realize  its  potential  to 
become  one  of  the  great  growth  companies'' 


It's  mighty  cold 
out  there 


By  Allan  Sloan 


In  the  world  of  the  1980s,  Com- 
munications Satellite  Corp.  would 
seem  the  ideal  company.  It  is  in  the 
forefront  of  communications  technolo- 
gy— where  the  U.S.  still  leads  the  world. 
Untainted  hy  older  businesses  and  obso- 
lescent plant,  Comsat  is  what  Wall  Street 
calls  a  "pure  play"  on  a  fast-growing  and 
fast-changing  industry.  In  a  period  when 
raising  money  has  become  almost  pro- 
hibitively expensive,  Comsat  is  virtually 
debt-free  and  enjoys  a  cash  flow  which 
more  than  covered  its  capital  spending 
last  year. 

Comsat  is  still  a  fairly  small  company. 
Its  revenues  last  year  were  $263  million 
and  there  are  only  8  million  shares  of 
stock  outstanding.  Unburdened  by  the 
past  and  aimed  squarely  at  the  future, 
Comsat  has  a  unique  opportunity  to  be- 
come one  of  the  great  growth  companies. 
Will  it  seize  this  opportunity?  Or  blow  it? 
The  next  few  years  should  tell  the  tale. 

The  company  is  less  than  20  years  old. 
Its  founders  were  the  congressmen  who 
passed  the  Communications  Satellite 
Act  of  1962,  which  created  Comsat  and 
handed  it  a  monopoly  on  satellite  com- 
munications between  the  U.S.  and  for- 
eign countries.  The  company  was  or- 
dered by  Congress  to  set  up  an  interna- 
tional communications  satellite 
consortium,  and  to  serve  as  the  only  au- 
thorized U.S.  representative  to  it.  Com- 


sat, a  unique  hybrid  of  designated  gov- 
ernment agent  and  profit-making  com- 
pany, succeeded  brilliantly  at  creating 
the  consortium,  known  as  Intelsat,  and 
putting  it  in  the  black.  But  the  interna- 
tional satellite  business  is  built  up  now, 
and  being  a  cartel  member  is  so  profit- 
able that  the  Federal  Communications 
Commission  is  belatedly  regulating 
Comsat's  profit  from  it.  Comsat's  prob- 
lem: what  to  do  about  having  a  cap  on 
profits.  Comsat's  answer:  to  get  into  the 
satellite  communications  business  in  the 
U.S.,  even  though  the  FCC  threw  that 
field  open  to  all  comers  in  1972.  The 
other  comers  are  big  boys:  companies 
like  AT&T,  RCA,  IBM,  ITT,  Xerox,  Aet- 
na Life  &  Casualty,  Western  Union. 
None  of  them  is  allowed  to  touch  Com- 
sat's international  satellite  business,  but 
they  can  fight  like  mad  for  a  piece  of  the 
domestic  business.  Unlike  the  interna- 
tional satellite  business,  which  is  run  by 
a  price-fixing  cartel  and  played  by  the 
rules  of  diplomacy,  the  domestic  U.S. 
satellite  business  is  highly  competitive 
and  plays  by  the  rules  of  corporate  hard- 
ball (see  "Space  wars,"  Forbes,  Mar.  17). 

Cornsat  is  playing  the  domestic  game 
with  Aetna  and  IBM  on  its  side  (at  least 
for  now),  and  with  AT&T  as  both  its 
biggest  customer  and  biggest  rival.  Sears, 
Roebuck  is  a  potential  teammate  in  a 
proposed  plan  to  beam  Comsat-produced 


TV  shows  into  individual  homes  via  sat- 
ellite. Can  Comsat  play  in  these  big 
leagues?  Probably  yes,  because  of  the 
unique  financial,  technological  and  po- 
litical advantages  Comsat  has.  It  has  a 
lock,  guaranteed  by  law,  on  international 
satellite  business  that  automatically 
throws  off  $52  million  ($6.50  a  share)  in 
profits  and  depreciation  each  year. 

Comsat's  political  advantages  began 
when  it  was  created.  The  company  was 
conceived  by  President  lohn  F.  Kennedy 
as  a  way  to  make  sure  the  U.S.,  not 
Russia,  played  the  leading  role  in  devel- 
oping space  communications  technolo- 
gy. "The  Russians  were  way,  way  ahead 
in  space,  and  everyone  was  demoral- 
ized," recalls  former  FCC  chairman  and 
Kennedy  adviser  Newton  Minow.  "The 
only  area  we  seemed  to  be  ahead  in  was 
communications  satellites." 

Comsat  started  life  with  $200  million 
of  equity  and  no  debt,  thanks  to  the 
unique  stock  offering  it  made  in  1964. 
AT&T  bought  29%  of  the  10  million 
shares,  other  common  carriers  21%  and 
the  public  50%.  The  public  was  especial- 
ly hot  for  the  stock.  People  ordered  100 
shares  and  got  3.  Pent-up  demand  helped 
carry  the  stock  from  its  $20  offering 
price  to  $71  a  few  years  later.  With 
AT&T  and  the  other  domestic  compa- 
nies holding  a  controlling  interest,  Com- 
sat was  never  intended  to  be  their  rival. 
But  as  years  went  by,  the  other  carriers 
sold  out  either  to  take  profits  (like  ITT 
and  General  Telephone)  or  to  get  FCC 
clearance  to  deal  in  domestic  satellites 
(AT&T!.  That  freed  Comsat  to  do  what- 
ever its  technocratic  management  want- 
ed. Even  though  the  1962  act  doesn't  say 
anything  about  Comsat  using  satellites 
for  domestic  communications,  the  man- 
agement decided  its  mandate  included 
the  U.S. 

There  is  plenty  of  money  for  Comsat 
to  spend  on  U.S.  ventures,  because  its] 
international  satellites  turned  into  gold 
mines  in  the  sky.  Consider  this:  Thd 
first  Comsat  satellite,  Early  Bird,  cosl 
S32,500  per  telephone  circuit  put  into, 
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lit.  The  seven  new  Intelsat  V  satellites, 
leduled  to  be  launched  starting  this 
ar,  will  cost  just  $800  a  circuit.  Be- 
jse  new  computer-based  digital  tech- 
logy  will  allow  some  Intelsat  Vs  and  all 
i  Intelsat  Vis  to  handle  up  to  five  times 
many  calls  per  unit  of  capacity  as 
isting  satellites,  the  cost  of  handling  a 
ephone  call  by  satellite  will  drop 
roughout  the  1980s.  If  the  space  shut- 
,  which  can  launch  satellites  more 
eaply  than  rockets  can,  finally  he- 
mes available,  the  cost  of  putting  a 
it  of  phone  capacity  in  orbit  will  drop 
sn  more. 

Intelsat  leases  telephone  circuits  to 
imsat  and  to  the  representatives  of  the 
ler  101  countries  that  make  up  the 
:tel.  Comsat  and  the  other  companies 
lease  the  circuits  to  domestic  compa- 
ss. International  satellite  communica- 
n  in  or  out  of  the  U.S.  is  handled  by 
urisat  in  its  role  as  a  "carrier's  carrier." 
elsat  itself  has  become  a  sizable  enter- 
se — $523  million  in  assets,  $195  mil- 
n  in  1979  revenues — and  is  rapidly 
)pping  charges  to  its  members,  from 
1,000  a  circuit-year  in  1965  to  $10,080 
s  year.  Notice  that  the  rate  Intelsat 
:s  per  circuit  is  dropping  more  slowly 
in  its  costs  for  orbiting  a  circuit  drop, 
rtels  can  do  that  sort  of  thing.  Comsat 
id  to  be  able  to  do  that,  too.  Even 
iugh  Comsat's  costs  are  greater  than 
>t  buying  circuit  time  from  Intel- 
: — Comsat  has  facilities  to  fi 
nee  and  people  to  pay — it  was 
11  earning  well  over  20% 
equity  from  its  Intelsat 
siness  until  the  FCC 
rbed  it  in  1978  after  a  12- 
ir  rate  case.  Even  though 
imsat  has  now  cut  rates  58% 
ow  the  1977  level,  the  com 
ly  is  doubtless  still  earning  more 
in  the  12.48%  on  equity  the  FCC 
thorized  for  its  international  satel 


lite  business,  because  Comsat's  unit 
costs  are  dropping  faster  than  its  rates 
can  be  cut — the  opposite  of  regulatory 
lag.  It  had  so  much  cash  that  in  1977  it 
used  $75  million  of  it  to  buy  in  2  million 
of  its  shares.  The  FCC  has  ordered  Com- 
sat, which  had  just  $5.5  million  of  long- 
term  debt  at  year-end,  to  take  on  debt 


Comstar 

One  of  three  Comstar  satellites 
owned  by  Comsat  and  leased  to 
AT&T  for  $46.8  million  a  year. 
AT&T  uses  them  primarily  to 
handle  long-distance  phone 
calls.  Comsat  has  spent  $197 
million  on  Comstar  to  date,  and 
hopes  to  launch  Comstar  4 
this  year.  Two  of  the  satellites 
are  designed  to  last 
until  1983,  the 
third  until  1985. 


equal  to  45%  of  its  $200  million  FCC 
rate  base  by  year-end  1983.  If  Comsat 
doesn't  borrow  the  money,  the  FCC 
says,  it  will  recalculate  Comsat's  rates  as 
if  the  borrowing  were  there.  Not  many 
utilities  have  that  problem!  Borrowing 
would  be  troublesome  with  interest  rates 
pushing  20%  as  they  are  now,  but  Com- 
sat can  pick  its  time,  and  with  its  clean 
balance  sheet  and  glowing  prospects  it 
would  be  a  prime  borrower. 

The  satellite  is  nothing  less  than  the 
ultimate  device  for  ushering  in  Marshall 
McLuhan's  age  of  the  global  village.  Any- 
one with  access  to  a  satellite  can  com- 
municate almost  instantaneously  with 
anyone  anywhere  who  has  an  earth  sta- 
tion receiver.  The  receivers,  once  prohib- 
itively expensive  and  covered  with  FCC 
red  tape,  can  now  be  had  for  less  than 
$20,000,  and  have  been  almost  complete- 
ly deregulated.  Satellite  technology  al- 
lows people  to  communicate  without  us- 
ing Ma  Bell's  terrestrial  system  of  cables 
and  microwave  towers. 

If  a  company  can  survive 
the  start-up  costs  while  its 
satellite  traffic  builds,  a 
communications  satellite 
can  be  extremely  profit- 
able. Consider  the  econom- 
ics of  a  fully  utilized  RCA 
Satcom  satellite.  Satcom  HI, 
the  famous  "lost"  satellite,  cost 
$25  million  to  build,  $25  million 
to  launch  and  $5  million  to  insure. 
Assuming  20%  inflation  in  NASA's 
launch  fees  and  a  doubling  of  the  insur- 
ance premium,  the  new  Satcom  HI,  to  be 
launched  next  year,  will  cost  about  $65 
million.  RCA  can  lease  22  TV  channels 
on  it  to  customers  at  $1.2  million  a  chan- 
nel a  year,  or  $26.4  million.  Over  the 
satellite's  seven-year  (for  accounting  pur- 
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poses)  life,  that's  S185  million.  Deduct 
the  $65  million  of  up-front  costs,  toss  in 
maybe  $25  million  for  operating  ex- 
penses over  the  seven  years,  and  you  still 
have  $95  million  as  pretax  profit.  Best  of 
all,  unit  cost  of  satellite  capacity  is  drop- 
ping. That  means  RCA  is  depreciating 
expensive  satellite  capacity  and  can  use 
the  cash  flow  to  build  cheaper  capacity. 

The  satellite  communications  indus- 
try, then,  is  back  where  the  electrical 
utilities  and  the  airlines  were  a  couple  of 
decades  ago.  Both  industries  were  deep 
into  cost-reducing  technology  and  could 
hold  their  prices  steady  or  even  lower 
them  at  a  time  when  most  other  prices 
were  rising. 

There  are,  however,  many  potential 
slips  between  cup  and  lip  in  a  situation 
like  this.  Comsat  has  opportunity  but 
seizing  it  firmly  involves  a  good  deal  of 
risk.  The  business  is  still  in  the  pioneer 
stage.  Thus  far,  for  example,  Comsat's 
only  operating  domestic  satellites  are  the 
$197  million  Comstar  system  it  built  and 
launched  for  AT&T.  The  system  has 
three  satellites  in  orbit  and  a  fourth, 
which  may  be  launched  soon,  on  the 
ground.  AT&T,  which  uses  the  satellites 
far  below  capacity,  carries  mostly  do- 
mestic long-distance  calls  on  them.  It's 
now  leasing  half  a  satellite  to  RCA  to 
replace  the  lost  Satcom  HI  capacity. 

Comsat  presents  the  Comstar  program 
as  a  triumph,  but  it  really  is  less  than 
that.  Look  at  the  numbers.  Comsat 
leases  the  satellites  to  AT&T  for  $15.6 
million  each  a  year,  or  $46.8  million  in 
all.  After  operating  expenses  and  income 
tax,  Comsat  earns  around  $10  million 
($1.25  a  share)  a  year  from  Comstar  on 
top  of  $27  million  ($3.40  a  share)  of  de- 


preciation. But  the  deal  was  signed  in 
1973,  and  Comsat  shelled  out  most  of 
the  $197  million  very  early.  The  AT&T 
lease  produces  $340  million  in  payments 
over  a  12-year  period.  That's  about  7% 
capital  for  AT&T — not  a  bad  rate  for 


Satcom 

One  of  two  owned  by  RCA.  Satcom  I 
is  chiefly  used  for  cable  television 
channels,  Satcom  D  mostly  for 
telephone  calls  for  the  Alaskan 
telephone  company.  It  costs  $  1 .2 
million  a  year  to  lease  a  TV 
channel  on  Satcom  I.  Satcom  I 
is  scheduled  for  retirement 
in  1983,  and  Satcom  D  in 
1984.  They  cost  RCA 
$100  million. 


1973!  Not  only  that,  but  Comsat  takes 
the  risks  of  satellite  failure. 

Then  there's  Comsat's  high-rolling 
venture,  Satellite  Business  Systems.  SBS, 
a  partnership  among  Comsat,  IBM  and 
Aetna,  is  designed  to  allow  very  large 
communications  users  to  send  messages 
among  their  own  facilities  by  bouncing 
them  off  satellites  rather  than  using  Ma 
Bell's  ground  network.  If  the  system 
works,  customers  would  be  able  to  send 
unprecedented  amounts  of  paperwork, 
computer  data  and  televised  conferences 
among  their  facilities  almost  instantly. 
One  proposed  service  would  allow  a  cus- 
tomer to  transmit  the  entire  text  of  the 
Encyclopaedia  Britannica  in  less  than 
five  minutes,  compared  with  two  hours 
for  the  fastest  system  now  in  existence. 
The  system  would  use  SBS'  own  sat- 
ellite, scheduled  for  launch  this 
fall.  In  addition  to  Ma  Bell, 
SBS'  major  rival  is  Xerox, 
which  plans  to  use  leased 
satellite  space  for  a  smaller, 
less  elaborate  system,  XTEN, 
using  microwaves  to  transmit 
data  to  central  points.  The  data 
would  go  up  to  a  satellite,  down  to 
another  central  point  and  then  be 
distributed  by  microwave.  SBS,  by 
contrast,  plans  to  install  S400,000- 
plus  earth  stations  that  include  a  digi- 
tal computer  and  complex  switching 
gear.  SBS  has  ordered  200  stations. 
But  SBS  is  lavish  for  a  startup.  It  will 
have  used  at  least  $375  million  of  capital 
by  year-end,  with  $225  million  (or  may- 
be more)  in  additional  cash  needed  by 
the  mid-1980s.  SBS,  which  has  13  staff 
attorneys  and  a  125-person  marketing 
department,  is  based  in  an  attractive 
office  building  in  McLean,  Va.  By  year- 
end  it  plans  to  expand  into  most  of  a 
new  11 -story  building  and  to  have  over 
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)  employees,  up  from  600  now. 
!ut  not  everyone  wants  to  transmit 
Bntannica  in  five  minutes.  SBS  says 
has  five  firm  customers  (three  of 
om  are  IBM,  Aetna  and  Boeing),  and 
ims  "several"  letters  of  intent.  Corn- 
predicts  SBS  will  generate  a  profit 
:hin  three  years  of  its  scheduled  Janu- 
1981  startup.  That  would  be  conve- 
nt, because  the  main  flow  of  Comsat 
ifits  from  the  Comstar  program  will 
lire  in  1983,  when  the  leases  on  two  of 
three  satellites  expire.  (The  third  ex- 
ss  in  1985,  and  the  fourth  satellite 
:n't  been  launched  yet.) 
IBS  is  having  financial  and  technical 
hlems,  however.  In  addition  to  being 
)  years  late  because  of  FCC  and  anti- 
st  difficulties — the  Justice  Depart- 
nt  and  some  carriers  opposed  having 
4  and  Comsat  in  the  same  company, 
SBS  seems  to  have  won — there  are 
le  technical  problems  with  the  earth 
tions.  There's  also  a  problem  of  lining 
enough  customers.  To  broaden  its 
rket,  SBS  is  now  seeking  small- 
:ustomers  to  share  earth  station 
acity. 

t's  far  too  early  to  count  SBS 
— in  1962,  people  were  wor- 
1  whether  or  not  Comsat  could 
ke  a  go  of  it.  But  a  crucial 
nt  is  that  Comsat  let  IBM  and 
tna  outmaneuver  it,  so  that  IBM 
i  the  greatest  profit  potential 
m  SBS,  Aetna  has  the  lowest  risk 
1  Comsat  gets  the  utility  end,  the 
>rt  end. 

)ean  Phypers,  IBM's  senior  vice  presi- 
it  of  finance  and  planning,  said  in  an 


interview  that  IBM  doesn't  want  SBS  to 
lose  money,  but  that  the  company's  main 
motive  is  to  expand  the  potential  market 
for  IBM  equipment.  SBS  is  basically  a 
14%-on-equity  common  carrier  rather 
than  the  20%-to-25%-type  venture  IBM 


Westar 

One  of  three  owned  jointly  by 
Western  Union  (80%)  and 
Continental  Telephone  and 
Fairchild  Industries  (20%).  The 
first  domestic  U.S.  satellites, 
Westars  are  used  for  Western 
Union  message  service,  TV  and 
phone  calls.  Two  will  last  until 
1982,  the  third  until  1987.  It 
cost  $140  million  to  put  the 
three  up.  Westar  IV, 
scheduled  for  1 982, 
will  cost  $55  million- 


normally  seeks.  But,  Phypers  said,  "Our 
primary  thrust  was  technological  ad- 
vance, and  we  regard  it  as  a  satisfactory 
return  within  that  context."  At  the  very 
least,  IBM  will  sell  SBS  the  expensive 
mechanism  that  controls  communica- 
tions between  the  earth  station  and  the 
satellite.  That's  a  nice  manufacturing 
profit,  and  it  gives  IBM  a  natural  advan- 
tage over  other  computermakers  in  sell- 
ing equipment  to  SBS  customers. 

Aetna  got  the  chance  to  become  a  part- 
ner because  the  FCC  refused  to  allow  SBS 
to  launch  satellites  under  its  original 
plan,  in  which  IBM  would  have  had  a 
55%  share  and  Comsat  45%.  The  FCC 
said  the  companies  needed  a  third  part- 
ner to  take  at  least  15%,  and  that  neither 
Comsat  nor  IBM  could  own  a  majority. 
Aetna  didn't  come  cheap.  IBM  and  Com- 
sat have  42.5%  each  and  Aetna  15%,  but 
Aetna  has  the  option  to  convert  some  of 
its  loans  to  SBS  into  a  full  one-third  equi- 
ty position.  Most  of  Aetna's  contribution 
to  SBS  has  been  convertible  debt,  while 
Comsat  and  IBM  have  put  up  straight 
equity.  The  Aetna  loans  carry  8%  inter- 
est, which  is  below  market  rates,  but 
Aetna  is  compensated  by  the  convertibil- 
ity. Not  a  bad  deal — the  same  potential 
reward  as  IBM  and  Comsat,  but  substan- 
tially less  risk.  How  did  Aetna  manage 
it?  "That's  to  make  up  for  our  not  know- 
ing anything  about  satellites,"  Aetna  Se- 
nior Vice  President  fohn  Galvin  says  coy- 
ly. Quite  clearly,  Aetna  does  know  some- 
thing about  money. 

No  matter  how  you  cut  it,  Comsat's 
problems  are  as  formidable  as  its  op- 
portunities. Its  rivals  are  getting 
over  their  start-up  problems,  while 
Comsat  is  taking  on  a  whole  new 
set  with  SBS  and  the  proposed  tele- 
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vision  venture  with  Sears. 

RCA,  which  launched  Satcom  I  in 
1975,  didn't  earn  an  operating  profit  on 
satellites  until  last  year.  Western  Union, 
which  launched  Westar  I  in  1974  and 
now  has  three  of  them  in  orbit,  lost  $7.7 
million  on  satellites  last  year,  according 
to  a  filing  with  the  FCC.  Western  Union 
projects  a  $1.5  million  profit  this  year 
and  $7.7  million  in  1981,  thanks  to  a 
15%  rate  hike  it  put  into  effect  in  Febru- 
ary. It  sold  a  part  interest  in  its  satellite 
operations  to  Continental  Telephone 
and  Fairchild  Industries  last  year  to  raise 
front-end  money  to  launch  Westar  IV, 
and  is  engaged  in  a  tricky  off-balance- 
sheet  financing  and  fixed-fee  manage- 
ment contract  for  an  $800  million 
NASA-Westar  program.  Western  Union 
sells  common  carrier  services  with  the 
satellites  and  uses  them  to  reduce  its 
dependence  on  AT&T  facilities.  (An  in- 
teresting note:  Western  Union  depreci- 
ates its  satellites  over  eight  years,  com- 
pared to  seven  for  RCA  and  Comsat. 
Westar  IV  is  supposed  to  last  ten  years 

Waiting  to  enter  the  satellite  business 
is  Hughes  Aircraft,  which  has  applied  for 
permission  to  launch  two  in  1983. 

With  all  these  rivals,  the  question  will 
be:  Is  Comsat's  management  up  to  the 
challenge?  Forbes  managed  to  get  an  in- 
terview with  Comsat  President  Joseph 
Charyk  to  discuss  Comsat's  business 
philosophy.  Charyk,  a  59-year-old  aero- 
nautics Ph.D.,  has  been  Comsat's  presi- 
dent since  1963.  In  the  interview  he 
proved  almost  impossible  to  pin  down. 
He  talked  in  grand  but  vague  terms.  His 
office  was  more  telling.  A  magnificent, 
tastefully   decorated   corner   suite  in 
Washington's  L'Enfant  Plaza  complex, 
commanding  a  superb  view  of  the  Po- 
tomac, it  is  graced  by  a  lovely  e'ta- 
gere  covered  with  stunning  min- 
iature models  of  space  satellites. 
Nowhere  is  a  piece  of  financial 
information  to  be  seen. 


Most  CEOs  of  stockholder-owned 
companies  discuss  profits.  Charyk  talks 
about  Comsat's  "mission,"  proclaimed 
in  the  satellite  act.  "The  purpose  of.  our 
charter  was  to  bring  the  benefits  of  satel- 
lite communications  technology  to  the 
improvement  pf  communications  ser- 
vices worldwide,  including  the  U.S.,"  he 
says.  He  also  talks  about  Comsat  making 
quantum  jumps  in  technology — "We 
don't  save  you  20  cents  on  a  telex  mes- 
sage," he  says  disdainfully.  Only  after 
prompting  does  he  address  the  question 
of  how  much  money  the  company  wants 


Intelsat  IV  A 

Owned  by  the  Intelsat  cartel  and 
used  primarily  for  international 
telephone  calls.  Total  cost  of  the 
five  IV-As  launched  in  the  late 
1970s  was  $276  million.  They 
will  be  replaced  by  new 
Intelsat  Vs  during 
the  early  1980s. 


to  make  with  its  satellites.  Asked  what 
Comsat's  rate-of-return  criteria  are  for 
risky  ventures  like  SBS,  all  he'll  say  is  he 
hopes  to  make  at  least  as  much  as  the 
12.48%  the  FCC  allows  Comsat  for  its 
international  business. 

Under  Charyk's  technologically  good 
but  financially  stodgy  leadership,  Com- 
sat has  made  tiny  steps  to  diversify.  Last 
year  it  bought  Environmental  Research 
Technology  for  $19.6  million  in  cash, 
hoping  to  use  satellite  communications 
with  ERT's  technology  to  develop  envi- 
ronmental data  transmission  systems. 

Comsat  also  developed  maritime  satel- 
lites that  allow  U.S.  military  vessels  and 
about  300  civilian  ships  to  communicate 
by  voice  and  telex  to  shore  with  fabulous 
speed  and  clarity.  The  experimental  pro- 
gram even  made  a  few  dollars.  But  Com- 
sat, which  was  forced  by  the  FCC  to  take 
U.S.  companies  as  14%  partners  in  the 
venture,  willingly  gave  up  its  lead  on  a 
vast  potential  market  in  'ex- 
change for  taking  part  in  a  new 
cartel,  Inmarsat.  In  an  amend- 
ment to  the  1962  satellite 
act,  Congress  named  Comsat 
the  U.S.  representative  to 
Inmarsat.  Why  go  into  a 
new  cartel?  "Once  you  set 
up  a  global  syatem,  you  have 
a  question  of  global  policy, "  says 
Robert  Schwartz,  Comsat's  public 
affairs  vice  president.  "International 
communications  is  a  business  that 
takes  two  to  tango."  As  part  of  the 
Inmarsat  amendment,  the  FCC  is 
reviewing  Comsat's  functions,  bud 
probably  nothing  will  come  of  it. 
Comsat  has  brilliant  potential.  It  has 
over  $8  a  share  of  surplus  cash.  Its  guar- 
anteed monopoly  business  is  worth 
$3.50  a  share  in  annual  earnings,  and  its 
modest  equipment-making  and  consult- 
ing businesses  are  good  for  more.  But 
unless  Charyk  can  get  more  stockholder- 
oriented,  Comsat  won't  realize  its  poten- 
tial. Investors  are  skeptical.  With  recent 
prices  in  the  30s,  Comsat  sells  at  7  times 
earnings  and  yields  7%.  Gold  mines  ini 
the  sky  are  one  thing,  but  there's  more  to 
mining  than  waiting  for  the  gold  to  fall 
into  your  lap.  ■ 
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Then  the  only  way 
to  go  is  to  go  GM. 


MARK  OF  EXCELLENCE 


That's  not  just  an 
empty  advertising  slo- 
gan, either. 

It's  a  statement  of 
fact  because  nobody  else  offers 
full-size  cars  with  either  V-6  or 
diesel  engines.* 

No  other  American  carmakers. 
No  foreign  carmakers. 


But  consider  these  names:  Chev- 
rolet. Pontiac.  Oldsmobile.  Buick. 
Cadillac. 

They're  great  names  all.  They 
all  offer  diesel  and  V-6  engines  on 
selected  models.  And  you  get  the 
room,  comfort  and  convenience 
that  come  with  driving  a  full-size 
General  Motors  car. 


So,  look.  For  the  full-size  cars 
you  like  with  the  only  diesel  or  V-6 
engines  you  can  get,  there's  really 
only  one  way  to  go.  GoGM. 

*GM-biiilt  engines  are  produced  by  vari- 
ous divisions.  Talk  to  your  dealer  about 
details  and  engine  availability  on  the 
model  of  your  choice.  V-6  equipped 
Cadillacs  not  currently  available  in 
California. 


CHEVROLET  PONTIAC  OLDSMOBILE  BUICK  CADILLAC 

Look  into  buying  or  leasing  at  your  GM  dealer's. 


There  will  be  plenty  of  gamblers  to  go 
around  in  Atlantic  City  over  the  next  several 
years.  But  who  just  makes  a  living  and  who 
really  rakes  it  in  will  depend  not  on  cus- 
tomer counts  but  on  construction  costs. 

When  did  you  build 
on  the  Boardwalk? 


By  John  Merwin 


AMONG  THE  JUNGLE-GYM  Irame- 
works  rising  along  Atlantic  City's 
Boardwalk,  two  steel  lattices 
stand  idle.  Work  has  stopped  on  Pent- 
house Magazine's  new  casino,  one  of  the 
best  sites  on  the  Boardwalk,  after  con- 
struction costs  soared  out  of  sight  and 
Penthouse  ran  out  of  money.  The  same  is 
true  a  mile  away  at  the  Dunes  site,  where 
a  cold  winter  wind  whistles  through  na- 
ked steel  girders.  Both  projects  started 
out  with  budgets  of  around  S60  million. 
Penthouse,  Dunes  or  whoever  completes 


them  may  pay  2Vi  times  that  much  to 
get  the  doors  open. 

That's  a  stark  contrast  to  the  scene  up 
the  Boardwalk  at  Resorts  International's 
two-year-old  casino.  It's  so  overrun  by 
giddy  gamblers  that  the  casino  carpet 
looks  like  a  war  zone.  Resorts'  treasury, 
however,  looks  more  like  the  Philadel- 
phia mint. 

There's  a  reason  Resorts  is  raking  in 
the  cash  while  at  least  two  projects  are 
stopped  cold.  Construction  costs  in  At- 
lantic City  are  going  through  the  roof. 
It's  true  most  everywhere  along  the 
Boardwalk — at  the  Dunes,  which  hasn't 


a  roof,  and  at  the  city's  most  recently 
opened  hotel-casino,  Bally's  Park  Place. 

Look  at  the  numbers.  Resorts  spent 
S85  million  on  its  basic  hotel-casino 
complex,  which  opened  in  mid-1978. 
One  year  later  Caesars  New  Jersey 
opened  the  city's  second  hotel-casino, 
the  Boardwalk  Regency,  for  around  SI 00 
million.  Last  Christmas  the  doors  at  Bal- 
ly's Park  Place  swung  open  to  the  tune  of 
S230  million.  That  was  just  for  the  ba- 
sics. Bally  actually  spent  more  than  S300 
million,  far  more  than  most  observers 
think  was  necessary. 

Atlantic  City  is  developing  a  two- 
tiered  market.  In  the  first  rank  are  Re- 
sorts and  Caesars,  which  hit  the  scene 
fast,  built  inexpensively  and  are  making 
small  fortunes.  Then  there  is  Bally, 
which  anted  up  mightily  iust  to  get  into 
the  game.  Straddling  the  fence  are  a  doz- 
en or  so  entrants  presently  in  the  design 
or  construction  stages.  When  their  con- 
struction bills  hit  the  tote  board  later  this 
year,  we'll  know  far  more  about  how  to 
handicap  Atlantic  City's  other  players. 

Here's  the  point:  In  the  near  term,  it's 
not  customer  counts  but  construction 
costs  that  will  determine  who  in  Atlan- 
tic City  makes  a  passable  living  and  who 
really  rakes  it  in.  For  the  next  couple  of 
years  all  of  the  hotel-casinos  in  Atlantic 
City's  dreamland  will  have  plenty  of 
players — they're  falling  out  of  the  trees. 
But  the  various  competitors  won't  have 
the  same  mortgage  payments,  and  that's 
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On  the  Boardwalk  in  Atlantic  City-  last  month 
7h.ii,  competition  heats  up,  with  the  opening  of  the  second  wave  of  hotels,  experienced  operators  will  have  an  edge. 
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Staubach  hits 
Pearson  for  a  sain 


Roger  Staubach  in  Dallas.  Drew  Pearson  in  New\brk. 


If  you  ever  have  to  get  a  drawing  of  a  football  somewhere  in  a  hurry,  do  what  Roger  Staubach  did. 
Hand  it  off  to  a  Xerox  Telecopier  485  terminal. 

Our  485  can  send  a  page  of  footballs,  words,  photos  or  almost  anything,  almost  anywhere.  Using 
ordinary  telephone  lines. 

It  can  complete  a  pass  to  other  members  of  our  Telecopier  family,  even  those  in  Europe. 

And  you  won't  find  yourself  using  up  much  of  the  clock.  Since  the  485  scans  only  where  you've 
written  — skipping  empty  lines— you  can  send  a  page  to  another  485  in  about  a  minute.  Cutting  transmission 
costs  by  up  to  40%. 

If  you'd  like  more  information  on  the  485  — or  any  of  our  other  Telecopier  terminals— call  us  at 
1-800-527-1922* 

The  Xerox  Telecopier  485. 

Because  when  it  comes  to  moving  information,  the  pass  is  definitely  better  than  the  run. 

XEROX 


In  Alaska,  Hawaii  and  Texas,  call  collccl  214-634-2475. 


XEROX®,  TELECOPIER®  and  4H5  are  trademarks  of  XEROX  CORPORATION. 


what  will  make  the  difference  in  the 
bottom  lines. 

Exajnples:  The  early  bird,  Resorts,  sit- 
ting on  a  $220  million  cash  nest  egg,  pays 
little  interest  on  what  remains  of  its  ho- 
tel-casino financing.  This  year  Caesars 
will  pay  about  $23  million  interest  and 
rent  on  its  basic  hotel-casino  complex. 
But  if  prime  rates  stay  around  19%  this 
year,  Bally  will — grab  your  chair — fork 
over  $45  million  in  interest  payments  on 
its  basic  complex  plus  related  projects. 
No  company  paying  that  price  to  get  into 
Atlantic  City  and  stay  there  can  possibly 
enjoy  a  return  as  high  as  Resorts. 

Oddly  enough,  what  this  means  is  that 
initially  the  most  successful  hotel-casino 
operators  in  Atlantic  City  may  not  be 
the  best  gambling  operators,  but  rather 
the  best  real  estate  developers.  Take  the 
case  of  Create  Bay,  likely  to  be  the  fourth 


Atlantic  City  casino  to  open.  Greate 
Bay's  top  executives  aren't  gambling 
pros.  They  are  experienced  developers. 
That  explains  why  Greate  Bay  claims  its 
project  is  coming  in  at  $65  million,  only 
about  $10  million  over  original  "esti- 
mates, and  why  trouble  has  developed  at 
Penthouse,  a  company  which  apparently 
knows  more  about  pinups  and  publishing 
than  it  does  about  casinos  and  construc- 
tion. When  Greate  Bay  opens  this  sum- 
mer, Penthouse  and  Dunes  may  still  be 
chasing  after  money. 

This  high-cost  situation  isn't  likely  to 
get  any  better.  Not  long  ago  Atlantic  City 
had  staggering  unemployment  and  cheap 
labor.  But  in  today's  boom  the  guy  on  a 
construction  site  who  simply  stands 
around  waving  the  signal  flag  pulls  down 
about  $10  an  hour.  Caesars'  contractor 
estimates  Atlantic   City  construction 


costs  are  rising  at  a  27%  annual  clip 
Bally's  contractor  thinks  it's  much  high 
er,  perhaps  33%. 

Even  if  the  $100  million  Atlantic  City 
hotel-casino  is  going  the  way  of  the  five 
cent  cigar,  companies  are  still  chomninj. 
at  the  bit  to  get  there.  One  comparison 
alone  explains  why.  Some  16  million 
people  live  within  300  miles  of  Las  Ve 
gas.  They  are  the  ones  who  left  behind 
most  of  the  $1.3  billion  taken  in  by  the 
casinos  along  Glitter  Gulch  last  year 
Draw  the  same  300-mile  circle  around 
Atlantic  City  and  you'll  net  53  million 
souls  and  a  few  mermaids.  How  can  a 
casino  operator  blow  it  with  a  population 
like  that? 

There's  another  reason  hotel  operators 
in  particular  want  into  the  gaming  busi- 
ness. Most  any  hotel  with  a  casino 
downstairs  will  do  better  upstairs.  Aver- 
age U.S.  hotel  occupancy  runs  around 
70%.  In  top  Las  Vegas  spots  it  exceeds 
90%.  Hilton  can  tell  you  how  much 
money  is  involved.  The  company  draws 
about  45%  of  its  bottom  line  from  twe 
Las  Vegas  hotel-casinos,  a  minor  portion 
of  the  company's  sprawling  network  ol 
owned  or  managed  botels. 

That's  why  companies  such  as  Holiday 
Inns  and  Ramada  Inns  are  jumping  into 
the  gambling  business  with  both  feet. 
Holiday  Inns  recently  paid  a  dear  price 
for  an  established  winner,  Harrah's.  Ra- 
mada, hoping  to  do  better  in  gambling 
than  it  does  in  motels,  bought  Las  Vegas' 
plagued  Tropicana  and  also  is  building  on 
the  Boardwalk. 

Not  everyone  finds  gambling  as  easy  as 
shooting  fish  in  a  barrel.  Morris 
Shenker's  Dunes  Hotel  and  Del  Webb's 
Sahara  hotels  (see p.  60)  are  proving  that 
even  the  biggest  Nevada  developments 
with  the  best  locations  can  snatch  defeat 
from  the  jaws  of  victory.  But  performing 
poorly  in  Atlantic  City,  in  the  short  run 
at  least,  is  going  to  be  hard  to  do  so  long 
as  a  gambling  company  can  round  up 
enough  employees  and  open  at  a  reason- 
able price.  Resorts  actually  won  more 
money  this  February,  going  against  Cae- 
sars and  Bally,  than  it  did  operating  alone 
last  February.  Atlantic  City  right  now 
has  far  too  few  rooms  and  too  little  casi- 
no space.  With  a  19%  prime,  though, 
relief  may  not  be  coming  as  soon  as  was 
thought.only  a  few  months  ago. 

So  what's  the  line  on  all  those  second- 
tier  Atlantic  City  plungers?  From  here  on 
out  the  odds  must  favor  companies  with 
powerful  outside  cash  machines  from 
which  to  finance  Atlantic  City's  high 
entry  fee.  Among  the  better  bets:  Hilton, 
with  its  huge  hotel  chain  and  Las  Vegas 
gaming  expertise;  MGM,  with  its  Neva- 
da gambling  empire;  and  newcomer 
Holiday  Inns,  backed  by  a  mighty  cash 
flow  from  the  lodging  business  and  led  by 
the  gambling  name  it  just  acquired,  Har- 
rah's. Companies  this  size  have  the  cash 
flow  to  keep  on  building  and  the  credit  to 


Upstart  on  the  Boardwalk 


Mention  the  name  of  38-year-old 
Steve  Wynn  to  a  Nevada  gambling 
executive  and  you're  likely  to  get  a 
grin,  but  not  much  else.  What  the  grin 
means  is  that  Stephen  A.  Wynn, 
chairman  of  the  Las  Vegas-based  and 
Atlantic  City-bound  Golden  Nugget, 
is  an  unabashed  promoter,  a  nonstop 
talker,  and  generally  doesn't  abide  by 
house  rules.  His  office,  with  lime 
green  chairs,  track  lights  and  mirrors 
everywhere,  looks  like  a  Vegas  hotel 
room.  While  many  gambling  mag- 
nates like  to  talk  about  the  years  of 
experience  needed  to  run  a  great  gam- 
bling establishment,  Wynn  and  his 
cadre  of  casual  executives  don't  be- 
lieve it. 

Caesars  World  unwittingly  put  for- 
mer liquor  dealer  Wynn  into  the  gam- 
bling business  in  1973.  That's  when 
Wynn  took  $800,000  profits  from  a 
tract  of  land  he  sold  Caesars  and 
bought  a  chunk  of  Golden  Nugget 
stock.  Next  Wynn  demanded  a  title 
and  an  office  at  the  com- 
pany. Even  though  he  was 
relegated  to  an  office  far 
from  the  real  executive 
suite,  Wynn  claims  he 
soon  discovered  the  Gold- 
en Nugget  was  leaking 
like  a  sieve,  mostly  ineffi- 
ciency and  perhaps  theft. 
Forcing  his  way  into  con- 
trol, Wynn  cleaned  out  the 
boardroom. 

Since  then  the  Nugget 
has  built  a  surprisingly 
nice,  579-room,  old-San- 
Francisco-style  hotel  in 
Las  Vegas'  low-brow 
downtown  district.  The 
company's     Las     Vegas  $tel'e 


Si  f^k* 


1979  pretax  earnings  were  60%  above 
1978's. 

Now  Wynn,  who  runs  around  with 
country  singers  Willie  Nelson  and 
Kenny  Rogers,  is  putting  it  all  on  the 
line  in  an  attempt  to  vault  into  the 
major  leagues  of  gambling.  Golden 
Nugget  is  building  a  540-room  hotel- 
casino  near  the  end  of  Atlantic  City's 
Boardwalk.  The  company  is  leveraged 
to  the  hilt,  and  some  competitors  be- 
lieve the  Nugget's  end-of-the-Board- 
walk  location  is  less  than  ideal.  Wynn, 
who  thinks  the  site  is  more  accessible 
to  inbound  traffic  from  Philadelphia, 
replies:  "That'll  be  clear  enough  when 
we  open  next  fall." 

Wynn  has  his  believers.  Lee  Isgur  of 
Paine  Webber  thinks  Golden  Nugget's 
1981  earnings  could  reach  $6.75,  more 
than  8  times  1980  estimated  earnings 
of  80  cents. 

Even  if  Wynn  doesn't  make  it  in  the 
casino  business,  he  might  do  all  right 
in  the  money  markets.  To  finance  the 
Atlantic  City  develop- 
ment, Golden  Nugget  sold 
$86  million  of  debentures, 
averaging  ll3/4%  interest. 
Most  of  the  money  hasn't 
been  spent  yet;  it's  invest- 
ed in  securities  yielding 
far  more  than  the  11%% 
Wynn  is  paying  his  lend- 
ers. Example:  Recently 
Golden  Nugget  rolled  over 
about  $51  million  of  the 
borrowed  money  into  se- 
curities averaging  17'/4% 
interest.  Not  a  bad  spread, 
borrowing  at  1  i  %  %  and 
lending  at  17%%.  That's 
the  best  house  edge  on  the 
Boardwalk.—/  M 
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Your  world  is  one  of  meetings, 
out-of-town  conferences  and  visits 
to  satellite  facilities  —  trips  that 
average  less  than  400*  miles  — 
distances  too  far  by  car  and  too 
close  for  efficient  use  of  company 
jets.  That's  why  the  new  Bell  222 
Executive  Twin  helicopter  belongs 
in  your  corporate  fleet. 

With  it,  you  fly  above  the  traffic, 
out  of  the  snarls  and  delays  —  direct 
to  your  destination,  at  cruise  speeds 
up  to  170  mph,  for  up  to  400  miles  in 
range.   

The  222  Twin  offers  the  most 
functional  cabin  in  executive 
helicopters.  Wide,  plush  chairs  let 

•Wall  Street  Journal  —  A  Survey  of  Chief  Pilots 


Bell's 
222  Executive  Twin 
helicopter: 

it  can  take  you 
into  a  new  world 


you  stretch  out.  Club  seating 
enhances  normal  voice  tone  con- 
versation. Its  environment  rivals 
01  £03?pO££lt6     anything  found  in  corporate  jets. 
t T atlVfttfVPtatifltt     When  weather  threatens,  you  can 
llfMIwJJUl.  keep  your  appointments  because 

Wltll  3  fflcirk  Of      the  222  wil!  bc  1FR  certified.  And 

total  redundancy  of  turbine, 
hydraulic  and  electrical  systems 
attest  to  the  dependability  that's 
built  into  this  Bell. 

The  new  222  Executive  Twin 
helicopter  is  the  discriminate  choice 
for  you  to  move  about  your  400-mile 
world,  efficiently  and  effectively. 
That's  why  it  should  be  teamed 
\  with  your  corporate  jets. 


••• 


excellence 
that  says 

you  have 
arrived. 

~^JT  


Would  you  like  to  see  what  one  can  do  for  you? 


For  information  on  the  complete  line  of  Bell  helicopters  designed  for  Corporate  transportation 
contact  Dwayne  Jose,  Vice  President — Commercial  Marketing,  Bell  Helicopter  Textron, 
Dept.  564,  Box  482,  Ft.  Worth,  Texas  76101,  or  call  817/280-2117. 


"At  AT&T,  we  believe  that  sound  information 
is  an  essential  ingredient  to  continued, 
orderly  growth."  s  sp 

\M}Cf.  a€£y  6al^j 

William  M.  Ellinghaus,  President,  American  Telephone  &  Telegraph  Company 


At  Dun  &  Bradstreet,  our  job  is  to  help. 


When  AT&T  calls  us  for  in- 
formation, that's  something  to 
be  proud  of.  Today  no  fewer 
than  ten  companies  of  The 
Dun  &  Bradstreet  Corporation 
take  pride  in  answering  AT&T's 
calls  with  business  services 
and  accurate,  up-to-the- 
minute  information  that  is  a 
key  component  of  the 
decision-making  process. 

Reuben  H.  Donnelley,  for 
example,  has  long  been  a 
working  partner  with  six  Bell 
System  companies  in  publish- 
ing the  consumer  and  busi- 
ness "let  your  fingers  do  the 
walking"  guide  everyone 
knows:  The  Yellow  Pages. 

Dun's  Marketing  Services, 
through  its  computer  file  con- 
taining data  on  four  million 


businesses,  provides  AT&T 
with  information  for  market 
analysis,  market  segmentation 
and  sales  prospecting. 

Moody's  Investors  Service, 
another  D&B  company,  sup- 
plies AT&T  with  authoritative 
financial  and  corporate  data 
about  major  U.S.  businesses. 
Moody's  also  rates  Bell  System 
bonds  and  the  24  Bell  System 
companies  that  issue  commer- 
cial paper. 

The  Fantus  Company  fur- 
nishes location  studies  that 
have  helped  AT&T  choose  the 
sites  for  some  of  its  major 
offices. 

The  newest  Dun  &  Brad- 
street company,  National  CSS, 
provides  computer  services 
that  help  AT&T  in  many  ways, 
from  data  base  management 
at  Bell  Labs,  to  producing  bal- 


ance sheets  at  PhoneCenter 
stores,  to  calculating  tele- 
phone-call patterns  on  busi- 
ness and  residential  telephone 
systems  for  Western  Electric. 

And,  as  you  would  expect, 
AT&T  calls  on  Dun  &  Brad- 
street and  Dun  &  Bradstreet 
International  when  it  needs 
reliable  credit  and  financial 
information  on  any  of  ten  mil- 
lion businesses  worldwide. 

These  are  just  some  of  the 
ways  the  companies  of  The 
Dun  &  Bradstreet  Corporation 
help  AT&T.  Through  its  16  major 
operating  units,  D&B  helps 
thousands  of  other  compa- 
nies, too.  When  it  comes  to 
service  to  business,  the  capa- 
bilities and  resources  of  The 
Dun  &  Bradstreet  Corporation 
are  indeed  unique. 


The  Dun  &  Bradstreet 
Corporation 


Business  Information  Services:  Dun  &  Bradstreet  Credit  &  Information  Services;  Commercial  Collection  Division;  Dun  &  Bradstreet  International; 
Dun  &  Bradstreet  Plan  Services;  National  CSS;  The  Fantus  Company;  Publishing:  Reuben  H.  Donnelley;  Official  Airline  Guides,  Travel  Magazines; 
Moody's  Investors  Service;  Technical  Publishing;  Funk  &  Wagnalls;  Marketing  Services:  Donnelley  Marketing;  Dun's  Marketing  Services; 
Broadcasting:  Corinthian  Television  Stations;  TVS  television  Network;  Peters,  Griffin,  Woodward. 


View  of  the  action  in  Reno 

With  all  eyes  on  Atlantic  City,  there  is  a  tendency  to  forget  that  gambling's 
growth  in  Nevada  is  still  explosive,  thanks  to  an  acceptance  that  what  was 
once  seen  as  an  immoral  sport  is  now  accepted  as  mere  entertainment. 


keep  on  borrowing  when  others  can't. 

Although  Americans  seem  to  have  an 
insatiable  appetite  for  casino  gambling — 
last  year  bettors  lost  $2  billion  in  Nevada, 
twice  the  total  of  only  four  years  ago — 
not  every  company  shares  equally  in  the 
spoils.  Assuming  that  Atlantic  City  will 
eventually  have  some  sort  of  serious 
competition  along  the  Boardwalk,  one 
might  look  west  to  Nevada  to  see  how 
best  the  hotel-casino  game  is  played. 

The  Nevada  winners  tend  to  be  the 
big,  whiz-bang  operators,  such  as  Hilton, 
Caesars  and  MGM,  who  know  how  to 
assemble  adult  fantasylands.  From  the 
mirrors  which  are  everywhere,  to  the 
clocks  which  aren't  anywhere,  these  pro- 
digious developments  turn  the  big  bucks. 
Last  year  in  Nevada  the  27  largest  hotel- 
casinos  averaged  14%  pretax  on  rev- 
enues, with  the  very  best  doing  far  better 
than  that.  On  average,  the  small  and 
mid-size  hotel-casinos  earned  little  or 
nothing. 

There  is  another  lesson  Nevada  could 
teach,  one  that  Atlantic  City,  in  its  pres- 
ent near-monopoly  position,  seems  in  no 
hurry  to  learn — that  simply  opening  the 
doors  doesn't  necessarily  cause  gamblers 
to  come  tumbling  in.  Compared  to  Las 
Vegas,  Atlantic  City  hotel  rooms  are  ex- 
pensive, food  is  overpriced  and  the  over- 
run casinos  look  ragged.  The  city's 
streets  are  narrow,  parking  is  inadequate 
and  airport  facilities  are  a  joke.  What's 
worse,  gouging  cab  drivers  and  parking 
lot  owners,  who  are  used  to  nailing  down 
every  buck  they  can  during  Atlantic 
City's  four-month  summer  tourist  sea- 
son, are  now  gleefully  sticking  it  to  tour- 
ists year-round. 

But  when  the  competition  finally 
heats  up  in  Atlantic  City,  the  experi- 
enced Nevada  operators  will  have  an 
edge.  That  competition  is  likely  to  come 


with  the  second  wave  of  hotels.  Unlike 
the  first  wave  of  moderate-size  hotel- 
casinos,  the  second  wave  will  be  the  big 
whiz-bang  Las  Vegas  types.  Caesars  is 
planning  a  1,000-room  development 
while  Hilton  and  MGM  are  wading 
through  18  federal,  state  and  local  agen- 
cies, placing  their  bets  on  a  huge  enter- 
tainment complex  in  Atlantic  City's  ma- 
rina area.  Some  Boardwalk  operators 
wonder  why  Hilton  and  MGM  will  build 
far  from  the  Boardwalk  and  Atlantic 
City's  convention  facilities.  Replies 
MGM  Chairman  Fred  Benninger,  "I 
don't  know  why  the  Boardwalk  is  such  a 
goddamn  attraction.  Nobody  walks  there 
anymore."  That's  an  exaggeration,  but 
also  a  sign  of  some  serious  competition 
in  the  making. 

With  all  the  publicity  focused  on  At- 
lantic City,  there's  a  tendency  to  forget 
that  gambling's  growth  in  Nevada,  par- 
ticularly in  Las  Vegas,  is  still  explosive. 
MGM,  for  instance,  is  adding  1,650 
rooms  this  year  to  its  present  3,100 
rooms  in  Las  Vegas-Reno. 

The  hottest  Nevada  market  remains 
Las  Vegas,  where  gaming  revenues  rose 
15%  despite  a  serious  gasoline  shortage 
last  spring,  a  United  Airlines  strike  and 
prolonged  DC- 10  groundings. 

Reno's  growth  exploded  two  years  ago, 
but  has  been  slowed  by  an  overtaxed 
sewage  system,  an  acute  housing  short- 
age and  a  high  altitude  airport  which  at 
times  prevents  planes  from  taking  off 
fully  loaded.  At  nearby  Lake  Tahoe,  ho- 
tel-casino expansion  is  limited  by  severe 
environmental  constraints. 

Gambling  growth  is  being  fueled  by 
an  attitude  change  in  America.  While 
casino  gambling  used  to  be  seen  as  an 
immoral  sport  for  high  rollers  only,  now 
the  middle  class  floods  into  Nevada  and 


Atlantic  City,  accepting  gambling  as 
mere  entertainment.  Evidence  of  the 
middle  class'  interest  in  gambling  is 
clear  at  Reno,  where  MGM  has  a  460- 
space,  $10-a-night  camperland,  com- 
plete with  utilities. 

"Gambling  is  no  longer  the  sport  of 
kings,"  explains  MGM  Grand  Hotels 
Chairman  Al  Benedict.  "People  who 
come  to  Las  Vegas  see  gambling  as  only 
one  part  of  a  larger  entertainment  pack- 
age." Surveys  bear  out  Benedict's  asser- 
tion. Nearly  as  many  visitors  travel  to 
Las  Vegas  for  live  entertainment  as  ven- 
ture there  for  gambling. 

This  lesson  isn't  being  lost  on  lenders, 
who  note  gambling's  30-year  growth  rec- 
ord in  Nevada,  through  good  times  and 
bad.  A  Laventhol  &  Horwath  survey  of 
146  loan  executives  found  that  29% 
would  consider  making  a  casino-related 
loan.  The  top  gaming  companies,  sport- 
ing debt  ratings  of  A  or  BBB,  don't  have 
much  trouble  raising  money — when 
money  is  to  be  had.  Even  Caesars  World, 
which  has  a  B  rating  on  some  of  its  debt, 
got  a  $60  million  loan  from  Aetna  Life. 

Potential  lenders  aren't  the  only  ones 
noting  gambling's  growth.  Tax-hungry 
legislators  can't  help  but  eye  Nevada, 
which  gets  46%  of  the  state's  revenues 
from  casino  taxes,  making  a  personal  or 
corporate  state  income  tax  unnecessary. 
Hard-pressed  New  York  State  is  looking 
at  several  gambling  proposals,  but  any 
approval  seems  at  least  two  years  away. 

The  stakes  are  big  for  those  who  play 
the  game  swiftly  and  surely.  lust  look  at 
Resorts  International,  which  several 
years  ago  was  another  mediocre  gaming 
company.  Resorts  bought  two  existing 
hotels  and  took  an  option  on  another 
tract  of  land  before  New  Jersey  even  ap- 
proved gambling  in  late  1976.  Resorts' 
pre-Atlantic  City  profits  were  $2.5  mil- 
lion. This  year  they're  likely  to  top  $90 
million.  Resorts  has  $220  million  in  the 
bank  and  recently  sold  an  Atlantic  City 
tract  for  13 Vi  times  what  it  paid  for  the 
tract  in  1976. 

Perhaps  the  best  testimony  to  what's 
happening  in  the  gambling  business 
comes  from  the  gamblers  themselves. 
Whether  they  be  in  MGM-Reno's 
100,000-square-foot  casino,  which  is 
longer  than  a  three-iron  shot,  or  in  Cae- 
sars' Atlantic  City,  where  recently  118 
busloads  of  gamblers  arrived  on  a  single 
Sunday,  the  picture  is  much  the  same. 
Think  of  the  players  as  an  assembly  line. 
Slot  players,  for  instance,  stand  in  one 
spot,  perform  one  repetitive  task  (pulling 
the  handle)  and  grind  out  a  single  product 
(profits). 

Year  before  last  there  were  only  5,300 
one-dollar  slots  in  Nevada.  This  year 
there  are  4,000  more.  Today  there  are 
three  hotel-casinos  in  Atlantic  City. 
Two  years  from  now  there  may  be  a 
dozen,  filled  with  greenhorn  gamblers, 
working  the  assembly  lines.  ■ 
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America  must  build 
electrical  efficiency  into  homes* 
And  Crouse-Hinds  is  there. 


Our  complete  line  of  group  metering 
equipment  can  help  save  electricity 
in  America's  increasing  number  of 
multi-family  dwellings. 


You  may  not  immediately  associate 
Crouse-Hinds  with  the  residential  construc- 
tion business. 

But  Crouse-Hinds  is  rapidly  becoming  a 
leader  in  the  development  and  manufacture 
of  innovative  electrical  equipment  for 
residential  applications.  Particularly  for 
applications  involving  multi-family  residences. 
An  increase  in 
these  multi- 
family  resi- 
dences means 
a  decrease  in 
energy  con- 
sumption, 
since  multi- 
family  resi- 
dences usually 
demand  con- 
siderably less 
energy  per 
family  than 
single  family 
dwellings. 

For  example,  Crouse-Hinds  now  offers  a 
complete  line  of  group  metering  equipment, 
designed  specifically  for  multi-family 
buildings.  This  approach  allows  an  individual 
meter,  and  therefore  an  individual  utility 
bill,  for  each  unit  in  the  building.  By  placing 
the  financial  responsibility  with  the  tenants, 
rather  than  with  the  building  owner,  the  elec- 
trical consumption  is  almost  always  reduced. 

Our  group  metering  equipment  is  just 
one  example  of  our  growing  involvement  with 
the  residential  construction  industry. 
Currently,  Crouse-Hinds  circuit  breakers, 
load  centers,  plugs,  receptacles,  and  switches 
can  be  found  in  homes  across  America.  And 
this  promises  to  be  a  growing  market  for 
Crouse-Hinds  over  the  next  few  years. 

American  homes  need  to  be  energy  effi- 
cient. That's  why  many  of  Crouse-Hinds 
electrifying  new  ideas  for  the  future  will  be 
specifically  for  the  residential  construction 
industry. 

For  more  information  and  a  copy  of  our 
current  financial  reports,  write: 
Crouse-Hinds  Company, 
P.O.  Box  4999, 
Syracuse,  N.Y.  13221. 


CROUSE-HINDS 

Our  business 

is  electrifying  ideas. 


A  masterpiece  has  a  way 
of  making  the  years  stand  still. 


ROLLS 


The  distance  between  the  past,  the 
|Rf  present  and  the  future  cannot  always 
raj  be  measured  by  a  calendar. 

For  some  things  in  this  world  have  a  way 
of  shining  on  as  they  weather  the  years.  One 
of  them  is  a  Rolls-Royce  Silver  Wraith  II. 

From  its  classic  lines  to  its  silent  engine, 
this  remarkable  motor  car  is  at  home  in 
the  world,  no  matter  how  or  when  the  world 
may  change. 

It  is  not  by  chance  that  this  is  so.  It  is  by 
design.  For  the  far-sighted  designers  and 
builders  who  make  Rolls-Royce  motor  cars 
all  that  they  are  have  patience  only  for 
things  that  are  designed  and  built  to  last. 

The  traditions  they  uphold  go  back  three- 
quarters  of  a  century  to  Frederick  Henry 
Royce,  the  man  who  insisted  on  building  his 
first  motor  car  with  his  own  hands. 

And  the  painstaking  process  they  go 
through  for  each  Silver  Wraith  II  that  they 
build  consumes  at  least  four  months  of 
shaping,  fitting,  tuning,  testing,  painting  and 
refining— all  with  the  unerring  skills  of  the 
most  sensitive  human  hands,  ears  and  eyes. 

The  result  is  a  motor  car  that  embodies 
the  depths  of  modern  technology  and 
embraces  the  heights  of  ageless  artistry. 
For  example,  the  unique  Rolls-Royce 


automatic  air-conditioning  maintains  any 
climate  you  desire  at  two  levels  of  the 
interior  to  give  you  the  same  degree  of 
comfort,  from  head  to  toe,  from  day  to  night  . 
And  from  the  hand-sculpted  grille  to  the 
hand -rubbed  veneers  and  the  hand -stitched 
Connolly  hides,  the  t  imeless  pleasure  of  a 
Silver  Wraith  II  is  something  you  can  touch 
with  your  hands  and  feel  with  your  heart. 

A  Silver  Wraith  II  is  also  a  priceless  asset 
to  own,  because  it  is  a  masterpiece  that  is 
built  to  defy  all  the  laws  of  an  unpredictable 
economy  as  the  years  go  by. 

The  fact  is,  more  than  half  of  all  the 
Rolls-Royce  motor  cars  ever  built  continue 
to  hum  along  in  their  own  quiet  ways. 

Still  unmindful  of  the  passage  of  time 
and  many  of  them  appreciating  in  value  as 
they  drive  on  and  on,  they  have  a  way  of 
reminding  their  owners  that  a  Rolls™  is 
a  Rolls  is  a  Rolls— and  anything  and 
everything  but  a  fleeting  thing. 

The  1980  Silver  Wraith  II  allows  you  to 
face  the  new  decade  just  as  confidently. 

In  addition  to  the  strongest  metals,  the 
rarest  Lombardian  walnut  and  the  deepest 
Wilton  carpets,  it  is  equipped  with  an 
electronic  odometer  that  reads  up  to  a 
million  miles. 


A  collection  of  Rolls-Royce  and  Bentley  motor  cars  is  waiting  for  you  at  any  of  the  select  Rolls-Royce  Authorized  Dealerships. 
For  information,  consult  Rolls-Royce  Motors  Inc.,  P,( ).  Box  47(S,  Lyndhurst,  New  Jersey  07071.      The  names  "Rolls-Royce"  and 
"Silver  Wraith  IT'aud  the  mascot,  badge  and  radiator  grille  are  registered  trademarks,  as  are  the  Bentley  name,  mascot  and  badge. 


The  heart  mut 
ntn&terpteev 


With  the  boom  in  the  casino  business,  the  big 
outfits  are  raking  in  the  money.  All,  that  is, 
except  the  Del  E.  Webb  Corp.  What's  wrong? 

Why  is  Del  E.  Webb 
down  on  its  luck? 
Luck? 


By  Nick  Galluccio 

Throw  up  a  building,  turn  on  your 
neon  signs  and  watch  the  money 
roll  in.  That  was  all  you  had  to  do 
to  be  successful  in  the  casino  business 
over  the  last  couple  of  years.  Witness  the 
astounding  success  of  Atlantic  City's  Re- 
sorts International,  or  the  surge  in  earn- 
ings of  both  MGM  and  Hilton  Hotels 
largely  as  a  result  of  their  Nevada  gam- 
bling operations. 

But  this  good  fortune  has  eluded  the 
Del  E.  Webb  Corp.  despite  its  being  the 
biggest  casino  operator  in  the  country. 
Phoenix-based  Webb  boasts  five  Nevada 
hotels  including  its  famed  Saharas  in  Las 
Vegas,  Reno  and  Lake  Tahoe,  and  is  also 


engaged  in  Sunbelt  construction  and  real 
estate.  That  ought  to  spell  automatic  suc- 
cess, but  last  year  Webb's  earnings  fell  a 
discouraging  36%,  to  about  98  cents  a 
share  (on  revenues  of  $512  million)  from 
1978's  $1.57. 

Webb  simply  can't  seem  to  cut  it.  Its 
gross  operating  margin  from  gambling 
operations  is  about  18%,  compared  with 
47%  for  Hilton  and  25%  for  Harrah's, 
which  is  now  owned  by  Holiday  Inns. 
While  it  runs  more  space  devoted  to 
gambling — 180,000  square  feet — than 
any  of  its  competitors,  Webb's  gambling 
revenue  is  a  scant  $839  per  square  foot, 
vs.  $1,724  for  Hilton  and  $1,217  for  Har- 
rah's. Webb's  share  of  total  Nevada  gam- 
ing revenues  has  slipped  to  around  7% 


recently,  from  over  8%  in  1973. 

Webb's  construction  division,  which 
accounts  for  20%  of  revenues,  was  in  the 
red  again  last  year  after  showing  a  $3.4 
million  loss  in  1978.  Even  its  Sun  City 
and  Sun  City  West  real  estate  develop- 
ments— 30%  of  revenues — which  fared 
reasonably  well  in  1979,  could  be  hurt  by 
soaring  interest  rates  and  a  slump  in 
housing  demand  this  year. 

You  can't  explain  all  this  in  terms  of 
bad  luck;  nobody  could  possibly  have  that 
much  bad  luck.  The  real  problem  appears 
to  be  bad  management  decisions.  The 
company's  hotel-casino  division,  which 
accounts  for  half  of  total  revenues,  has 
been  like  a  revolving  door.  The  division's 
current  head  is  the  third  person  to  have 
held  that  position  in  less  than  four  years. 
More  recently,  Webb  has  been  stung  by 
the  departure  of  a  slew  of  its  top  execu- 
tives, including  Edward  M.  Nigro,  who 
headed  up  the  three  Nevada  Sahara  ho- 
tels, and  the  director  of  marketing  and 
information  services  of  the  hotel-casino 
division. 

The  company  seems  to  have  become 
rudderless  with  the  death  in  1974  of  its 
founder,  Del  E.  Webb,  an  ex-carpenter 
and  semipro  baseball  pitcher  who  shared, 
with  the  late  Dan  Topping,  ownership  of 
the  New  York  Yankees  baseball  team. 
Webb's  successors  have  kept  a  low  pro- 
file. Given  their  record,  you  can't  blame 
them.  Executives  shun  security  analysts 
and  refused  interviews  with  Forbes. 
However,  Webb  departees,  of  whom 
there  are  many,  are  more  than  willing  to 
talk.  After  interviewing  a  number  of 
them,  Forbes  was  able  to  piece  together 
an  account  of  the  misguided  leadership 
that  is  responsible  for  the  company's  dis- 
mal showings. 

The  fundamental  problem  seems  to  be 
a  neglect  of  the  casino  operation,  where 
morale  is  reportedly  low.  Webb  CEO  and 
Chairman  Robert  H.  Johnson,  64,  a  self- 
made  executive  with  no  formal  educa- 
tion beyond  high  school,  ran  the  West 
Coast  construction  operation  before  be- 
coming president  in  1967  and  CEO  in 
1973.  "Johnson  has  never  really  given 
the  casino  operation  the  kind  of  atten- 
tion it  deserves,  because  he's  too  enam- 
ored of  construction  and  real  estate," 
says  a  former  Webb  executive.  This  is 
reflected  on  the  company's  board  of  di- 
rectors, which  has  no  member  from  the 
hotel  division,  nor  are  there  any  outsid- 
ers on  the  board  affiliated  with  a  hotel 
company. 

Webb,  critics  say,  has  been  slow  to 
implement  a  coordinated  marketing 
strategy  encompassing  all  of  its  hotels. 
The  absence  of  aggressive  marketing  and 
capital  improvements  has  hurt  Webb  in 
Las  Vegas  where  its  953-room  Sahara 
hasn't  been  competitive  with  the  razzle- 
dazzle  of  the  2,076-room  MGM  Grand, 
which  is  now  adding  750  rooms,  or  the 
2,750-room  Las  Vegas  Hilton,  which  is 


Del  Webb's  Mi>it  Hotel  and  Casino  in  downtown  Ixk  Vegas 
If  only  the  other  four  Webb  hotels  did  as  well. 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"Independent  agents  like  me  choose 
CNA  because  we  want  to,  not  because  we 

have  to.  I  make  my  living  by  providing  the  best  possible 
products  and  services  for  my  clients.  So  when  I  choose  CNA, 
whether  it's  for  business,  auto,  homeowners,  or  life,  I  do  it  because 
I  feel  CNA  is  the  right  company  with  the  right  product,  the  right 
competitive  pricing,  and  service  for  my  clients.  The  American 
Agency  System  is  based  on  free  choice  and  I  believe  CNA  is 
behind  our  System  all  the  way. " 

Albert  H.  Kahn 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 

Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


We  outgrew  our  name.  Northern  Natural  Gas  Com- 
pany has  changed  its  corporate  name  to  InterNorth,  foil 
some  very  good  reasons.  Our  old  name  implied  we 
were  in  the  natural  gas  business  only.  We're  not.  We're 
an  energy-based  company  growing  in  many  directions 
—  in  liquid  fuels,  petrochemicals,  exploration,  coal  and 
in  our  solid  base  of  natural  gas.  We're  not  saying  good- 


ie  to  Northern  Natural  Gas  Company.  We'll  keep  the  \  i 

ame  for  our  natural  gas  business. 

Our  five  operating  companies  span  a  wide  spectrum 

the  energy  field,  meeting  the  new  demands  of  a  * 
langing  and  challenging  time.  That's  why  we  chose 
new  name  that  fits.  And  a  new  ticker  symbol,  INI. 

NTERlJoRTH 

irthern  Natural  Gas  Company  •  Northern  Liquid  Fuels  Company 
irthern  Petrochemical  Company  •  Nortex  Gas  &  Oil  Company 
irthern  Coal  Company  •  Home  Office:  Omaha,  Nebraska 


Richer.  And,  of  course,  costlier. 
For  the  very  good  reason  that  it  is 
blended  from  the  Cognacs  of  more 
than  70  select  vineyards,  all  of  which 
ie  within  France's  two  pre-eminent 
Cognac  districts,  Grande  Cham- 
pagne and  Petite  Champagne.  Truly, 
the  world's  most-civilized  spirit. 


VS.O.E 


HENNESSY  COGNAC. 


oof.  iiv!p6rt£d  BY  SCHIEFFELIN  &  CO  ,  N  y 


ALL  OF  ARKANSAS' 
ENERGY  DOESN'T  COME 
OUT  OF  THE  GROUND. 


The  State  of  Arkansas 
is  one  of  the  few  states  in 
the  country  with  readily 
available  supplies  of  a  var- 
iety of  fuel  sources.  But  that's 
not  where  all  of  Arkansas' 
energy  is  located.  A  lot  of  it 
comes  from  the  people. 

Arkansas'  inde- 


pendent, trainable  workforce 
is  viewed  as  one  of  the  most 
productive  in  America.  Not 
just  by  us.  By  manufacturers 
who  have  plants  here. 

Energy.  From  the 
ground.  From  the  people. 
From  the  state  government. 
It  adds  up.  Arkansas  is  The 
Great  Location.  Make  us 
prove  it. 

For  further  infor- 
mation, please  write  or  call 
Arkansas  Department  of 
Economic  Development— F 
One  State  Capitol  Mall, 
Little  Rock,  Arkansas  72201. 
(501)  371-7675. 

ARKANSAS 


equipped  to  accommodate  the  biggest 
conventions. 

An  example  of  Webb's  confused  mar- 
keting was  its  recent  operation  of  the 
former  Park  Tahoe  Hotel  directly  across 
the  street  from  its  own  Sahara  Tahoe, 
which  meant  that  Webb,  in  effect,  was 
competing  with  itself.  Webb's  two-year- 
old  Reno  Sahara  is  only  marginally  prof- 
itable, because  of  its  high  startup  costs 
and  intense  competition  from  MGM  and 
Harrah's.  Only  now  under  Doyle  V. 
Mathia,  a  highly  respected  former  Har- 
rah's vice  president,  is  Webb's  marketing 
becoming  centralized. 

Perhaps  to  compensate  for  inept  mar- 
keting, Webb  casinos  have  had  to  lure 
customers  with  lavish  food,  room  and 
beverage  "complimentaries."  Its  compli- 
mentaries,  about  18%  of  casino  revenues, 
are  even  more  than  those  of  the  plush 
Caesar's  Palace,  by  far  the  most  expen- 
sive operation  catering  to  high  rollers.  In  a 
1977  proxy  statement,  Webb  disclosed 
that  $175,000  had  been  spent  for  "es- 

You  cant  explain  [Del  Webb's 
misfortunes]  in  terms  of  bad 
luck;  nobody  could  possibly 
have  that  much  bad  luck. 


corts" — assumed  to  be  highly  paid  prosti- 
tutes for  favored  customers.  A  stricter 
policy  on  complimentaries  could  improve 
Webb's  image  as  well  as  its  bottom  line. 

Now,  however,  there  are  signs  that  the 
company  is  belatedly  trying  to  make  up 
for  past  neglect.  As  the  competition  in 
Las  Vegas  has  intensified,  Webb  now  is 
expanding  its  Sahara  with  a  625-room 
tower.  It  also  has  a  50%  interest  in  the 
500-room  (30,000-square-foot  casino) 
Claridge  Hotel  project  underway  in  At- 
lantic City,  and  has  announced  plans  to 
build  a  500-room  (45,000-square-foot  ca- 
sino) Sahara  Boardwalk  in  Atlantic  City 
over  the  next  three  years. 

Steven  Eisenberg,  who  closely  follows 
Webb  for  Philips,  Appel  &.  Walden,  Inc., 
thinks  the  move  into  Atlantic  City  could 
dramatically  improve  Webb's  earnings 
two  to  three  years  from  now.  That  may 
indeed  be  true,  but  in  the  meantime 
Johnson  must  move  quickly  to  straight- 
en out  his  mess  in  Nevada. 

Some  Webb  observers  attribute  the 
company's  low  profile  to  the  possibility 
that  its  executives  fear  a  takeover.  Casi- 
nos are  hot  properties  these  days,  and 
while  Webb's  stock  sells  at  just  over  10, 
it  could  fetch  $35  a  share  based  on  the 
replacement  value  of  its  assets.  Mean- 
while, the  company's  debt  load  has  tre- 
bled to  about  $210  million  over  the  last 
three  years,  with  its  equity  at  just  $119 
million.  You  can't  blame  Bob  Johnson  for 
not  wanting  to  hold  what  he  calls 
"staged  analyst  meetings,"  or  interviews 
with  the  press.  ■ 
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Ten  years  ago  a  minority  enterprise  small 
business  investment  company  was  not 
listed  among  a  corporation's  assets. 

But  times  change. 
Because  people  do. 

You,  for  instance. 

In  the  past  you  met  several  corporate 
objectives  by  purchasing  goods  and 
services  from  minority  vendors.    Or  by 
lending  technical  assistance  to  younger 
firms.    Or  by  participating  in  job  producing 
programs. 

We  are  the  next  step. 

Because  MESBICs  have  changed  too. 

We  are  the  investment  experts  who 
back  your  corporate  commitment.  With 
hard  cash.    And  solid  business  sense. 

In  fact  we  emerged  recently  as  the 
premier  investors  in  a  highly  competitive 
field-financing  successful  small  busi- 
nesses that  are  minority  owned. 


So  of  the  114  investment  firms  most 
active  today  in  minority  business 
financing,  only  three  are  not  MESBICs. 
How  did  we  do  it? 

We  specialized.    In  buy-outs. 
Start-ups.  Successes. 

Last  year  for  instance,  our  typical 
investment  was  in  a  three  year  old 
corporation  that  employed  27  people  and 
had  gross  receipts  just  under  $900,000. 
Freguently  we  improved  company 
management  skills,  too. 

Why  are  we  telling  you  this? 

Because,  in  a  very  real  sense,  we  owe  our 
success  to  private  investors.    Like  you. 

And  because  a  number  of  corporations  have 
already  taken  the  next  step. 

They  created  wholly-owned  MESBIC 
subsidiaries  to  meet  current  corporate  goals. 

We  think  you  may  want  to  consider  this 
option  too. 


MESBIC 

The  Complete  Package.  A  Financing  Vehicle  To  Support  Your 
Management,  Marketing,  Public  Relations 
And  Procurement  Operations. 

Isn't  it  time  you  heard  from  one  of  your  assets? 


Corporate  Marketing  Committee,  American 
Association  of  Minority  Enterprise  Small  Business 
Investment  Companies 

915  15th  Street,  N.W.,  Washington,  D.C.  20005 


Sponsored  by  the 
Small  Business  Administration 


202/347-8600 


NOW  YOU  CAN 

ALL  OVER 


We're  putting  Sleeperette® 
seats  on  all  our  747s.  Through- 
out the  United  States.  And  all 
over  the  world. 

That  means  more  room  in 
Pan  Am's  First  Class  than 
you've  ever  had  on  any  airplane 
before. 

More  comfort,  too.  Because 
the  Sleeperette  seat  stretches 
out.  So  you  can  do  likewise . . .  to 
read,  relax,  even  sleep. 


Until  recently  Sleeperette  seats 
were  available  only  on  our  long- 
range  747SPs.  Now  they're  on 
just  about  all  our  747s  as  well. 
And  soon  every  First  Class  seat 
on  every  Pan  Am  747  will  be  a 
Sleeperette  seat* 

Of  course,  room  to  stretch 
out  isn't  the  only  reason 
to  fly  our  First  Class. 


m 


And  though  this  remark- 
able, reclining  seat  extends 
the  length  of  four  and  a  half 
windows,  there's  plenty  of 
room  between  rows. 


STRETCHOUT 
fH  E  WORLD. 


Incomparable  luxury  and 
international  service  are  a 
couple  of  others. 

00 


Another  reason 
is  the  kind  of 
plane  we  fly,  the 
747.  It's  the  plane  the 
world  prefers,  and  we've 
got  the  world's  largest  fleet. 

So  tell  your  Travel 
Agent  or  Corporate  Travel 
Department  you  want 
Pan  Am's  First  Class. 

Because  what  good 
is  flying  all  over  the  world 
if  you  can't  stretch  out 
and  enjoy  it? 

*TWo-thirds  of  our  747  fleet  is  equipped  with 
Sleeperette  seats.  By  May  15,  all  our  747s  will 
offer  them  in  First  Class. 


We  fly  the  world 
the  way  the  world  wants  to  fly 


North  American  Philips  is  in  the  forefront  of 
exciting  new  technologies  and  is  essentially 
self-financing.  The  market  knows  this,  of 
course,  but  treats  it  like  a  dog  anyway.  Why? 

Uncle  Philips' 
American  nephew 


North  American  Philips'  Cccs  Bruynes 

Financing  high-tech  with  cash  from  the  likes  of  a  bus  company. 


By  Jean  A.  Briggs 


ITS  STOCK  TRADED  RECENTLY  at  Over 
40%  below  book  value,  nearly  50% 
below  per-share  working  capital  and 
a  wretched  4  times  earnings.  Is  this  a 
steel  company  with  obsolescent  plant?  A 
railroad  bound  for  bankruptcy?  A  hope- 
lessly muddled  conglomerate? 

Not  at  all.  North  American  Philips 
Corp.  is  a  big  ($2.4  billion  sales),  fast- 
growing  (22.8%-a-year  average  for  the 
last  five  years)  high-technology  outfit 
with  creditable  diversification  and  ac- 
cess to  some  of  the  world's  finest  re- 
search. The  research  is  partly  from 
NAP's  own  laboratories,  but  even  more 
from  those  of  its  parent,  Holland's  huge 
($16.2  billion  sales)  N.V.  Philips,  the 
world-straddhng  electronics,  consumer 
and  industrial  goods  gii  t.  That  research 
has  put  NAP,  6  led  by  Philips, 

into  several  fields  that  arc  promising  and 
exciting  to  the  point  of  b<  Lng  dangerous. 
A  case  in  point  is  NAP's  videodisc 


player,  using  the  Philips/MCA  laser  op- 
tics system.  This  new  home-entertain- 
ment concept  is  already  available  in  se- 
lected U.S.  cities  (sec  box,  p.  '"J). 

NAP  President  Cees  (pronounced 
Case)  Bruynes  points  to  medical  equip- 
ment as  another  promising  high-technol- 
ogy area  for  the  company.  In  1976  NAP 
bought  Rohe'  Scientific,  a  West  Coast 
outfit  that  makes  ultrasound  diagnostic 
equipment,  and  since  then  has  poured 
money  into  it.  Rohe'  now  exports  some 
50%  of  its  output,  much  of  it  through 
N.V.  Philips  worldwide  facilities.  "The 
technology  leadership  in  that  industry  is 
in  the  U.S.,"  explains  Vice  Chairman 
Frank  L.  Randall  Jr. 

Another  technological  area  in  which 
NAP  wants  a  stronger  position  is  light- 
ing. Here  the  company's  prime  weapon 
is  a  low-pressure  sodium  light  mainly  for 
use  outdoors  that  produces  more  light 
with  less  energy  than  competing  prod- 
ucts. (The  city  of  Long  Beach,  Calif,  is 
already  one  user.)  The  company  is  also 


aiming  for  a  better  market  share  for  its 
standard  Norelco  incandescent  and  flu- 
orescent lamps. 

These  high-tech  areas  are  backstopped 
by  a  number  of  businesses  whose  main 
function  is  money-making  rather  than 
growth.  Some  of  these,  like  electrolytic 
capacitors,  ferrites  for  the  floppy-disc 
memory  market,  tubes  for  color  TV  cam- 
eras, animal  health  products  and  satellite 
communications  equipment  for  the  Pen- 
tagon, involved  special  technology  of 
their  own;  others,  such  as  a  bus  com- 
pany, a  furniture  company,  Norelco  shav- 
ers, coffeemakers  and  other  consumer 
goods,  depend  for  their  success  on  mar- 
keting skill. 

In  spite  of  the  money  lavished  on  the 
prospective  high-technology  winners  of 
the  future,  NAP  has  made  enough  money 
from  its  cash  cows  and  from  its  success- 
ful high-technology  ventures  to  earn  a 
return  on  equity  that  has  averaged  14% 
over  the  last  five  years.  This  may  not 
seem  impressive  compared  with  Texas 
Instruments'  17.4%  or  Hewlett-Pack- 
ard's 18%,  but  it  is  certainly  respectable. 
Last  year  Philips  netted  $81.7  million,  a 
20%  gain  over  the  previous  year. 

President  Bruynes  agrees  that  NAP's 
profitability  is  not  all  it  should  be,  but 
offers  a  justification:  "We  have  invested 
a  lot  of  our  money  for  the  long  term.  We 
have  identified  businesses  that  we  want 
to  be  in.  If  they  don't  have  the  returns 
that  the  rest  of  the  businesses  have  over- 
night, okay.  We're  going  to  be  in  them 
and  we're  ultimately  going  to  make  it." 

The  kind  of  business  he  means  is  the 
videodisc  player.  "We  don't  have  to  be  in 
that,"  adds  Randall.  "If  we  weren't  we'd 
be  making  much  more  money  per  share. 
But  then  what  would  we  have  for  the 
future?  If  the  auto  companies  had  mini- 
mized their  profitability  five  years  ago 
they'd  have  a  car  today." 

The  key  to  Philips'  drive  for  a  bigger 
piece  of  the  home  entertainment  busi- 
ness is  its  Magnavox  subsidiary.  NAP 
bought  Magnavox  for  $  1 70  million  in  the 
mid-Seventies,  just  in  time  to  get  caught 
in  the  collapse  of  U.S.  TV  manufacturing. 
Magnavox,  squeezed  between  a  resur- 
gent RCA  and  aggressive  Japanese  manu- 
facturers, has  been  in  the  red  for  three  of 
the  past  five  years,  seriously  diluting 
NAP's  overall  returns.  But  unlike  Rock- 
well International  and  Motorola,  which 
got  out  of  the  business,  and  Zenith  and 
RCA,  which  moved  some  operations 
abroad,  NAP  isn't  giving  up.  It  is  consoli- 
dating TV  production  in  a  modem  plant 
in  east  Tennessee  and  counting  heavily 
on  automation  to  hold  down  costs  and 
make  Magnavox  competitive.  NAP  is 
betting  that  production  in  the  U.S.  will 
become  economical  again.  Meanwhile, 
the  Magnavox  operation  will  carry  the 
ball  for  NAP  in  the  promising  videodisc 
business. 

NAP  is  able  to  take  this  rather  dispas- 
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If  you  expect  the  Boodles  martini  to  be  more  than  expensive, 
you  won't  be  disappointed.  Because  Boodles  is  the  ultra-refined  British  gin 
that  only  the  world  s  costliest  methods  could  produce.  And  it  is  imported 
from  Britain  for  you— the  individual  who  will  appreciate  a  Boodles  martini 
as  well  as  a  Boodles  and  tonic.  Two  experiences  well  worth  their  price. 


Boodles.The  world's  costliest  British  gin. 


94  4  Proof  Distilled  From  Grain  General  Wine  &  Spirits  Co  NY.  NY  10022 


Today  many  operating  room  procedures  are 
faster  and  simpler,  thanks  to  packaging 
technology  developed  by  St.  Regis. 

Many  disposable  surgical  supplies  like 
gloves,  catheters  and  sponges  are  sealed 
in  St.  Regis  medical  packaging  paper  and 
then  sterilized  in  the  package  just  prior  to 
use  in  the  operating  room. 

This  packaging  material  is  designed  to 
micro-fine  tolerances — permeable 
enough  to  allow  penetration  of  the 
sterilization  medium,  yet  impermeable 
to  bacteria. 


St.  Regis  protective  packaging  is  also 
helping  the  food  industry  keep  perishables 
safe  from  moisture  and  insects. 

Processed  grains  and  other  dried  foods 
are  particularly  vulnerable.  And  the 
longer  the  storage  periods  and  shipping 
distances,  the  greater  the  danger  of 
spoilage  and  infestation. 

St.  Regis  tackled  the  problem  by 
developing  a  special  bag  with  a  film  liner, 
several  layers  of  tough  kraft  paper,  a  new 
method  of  sealing  and  an  insect  resistant 
outer  ply. 


Extensive  testing  by  actual  shipments  to 
eign  destination  proved  its  superior 
rformance.  Today,  bags  of  this  design 
!  used  regularly  to  protect  precious 
)ds  shipped  throughout  the  world  by 
:  U.S.  government  and  distributed 
hin  the  foreign  countries  by  such 
luntary  agencies  as  CARE, Catholic 
lief  Services  and  Church  World  Service, 
from  resources  of  the  good  earth . . . 
products  for  the  good  life. 


our  protective 
packaging  is  getting  the 
job  done. 


sionate  attitude'  toward  current  profit- 
ability because,  in  Bruynes'  words,  "We 
have  a  Dutch  uncle."  Actually,  N.V.  Phil- 
ips does  not  own  a  single  share  of  NAP. 
But  63%  of  NAP's  stock  is  owned  by  a 
trust,  the  U.S.  Philips  Trust,  which  was 
set  up  in  1939  to  protect  N.V.  Philips' 
U.S.  assets  from  falling  into  Hitler's 
hands  The  beneficiaries  of  the  trust  are 
the  Dutch  company's  shareholders. 

It  is  a  complicated  arrangement.  The 
trust  usually  does  not  remit  its  share  of 
NAP's  rather  ample  dividend  to  N.V. 
Philips'  shareholders.  It  has  made  only 
one  cash  distribution.  Instead,  it  piles  up 
the  dividends — to  reinvest  in  NAP.  For 
example,  in  1974  the  trust  put  up  $142 
million  of  the  $170  million  Magnavox 
purchase.  In  1975,  when  NAP  made  a 
rights  offering  of  1.5  million  shares  at  19, 
the  trust  took  up  not  only  its  own  por- 
tion but  also  most  of  the  shares  not 
picked  up  by  the  other  stockholders.  In 
addition,  the  trust — which  has  continu- 
ing access  to  the  technology  gushing 
from  N.V.  Philips'  enormous  laborato- 
ries— is  the  agent  for  passing  on  any  part 
of  that  technology  NAP  wants. 


Randall  with  his  best-known  product 
A  long-term  winner  from  Uncle. 


In  practice,  whatever  the  legal  separa- 
tion, the  relationship  between  the  two 
companies  is  as  close  as  one  might  as- 
sume from  the  stock  ownership,  the  ex- 
change of  technology,  and  the  fact  that 
NAP's  two  top  men  are  old  N.V.  Philips 
employees.  President  Bruynes  had 
worked  for  N.V.  Philips  since  1953,  most 
recently  as  head  of  its  Canadian  oper- 
ation, before  joining  NAP  in  1975.  His 

The  market  heats  up 


boss,  Chairman  Pieter  C.  Vink,  came  to 
NAP  in  1965  after  managing  N.V.  Philips 
operations  in  South  Africa,  Iran,  India 
and  Australia. 

In  N.V.  Philips'  own  annual  report,  the 
purpose  of  the  trust  is  plainly  spelled  out: 
to  pursue  the  Dutch  company's  interest 
in  the  U.S.  market.  Which  may  go  far 
toward  explaining  the  relative  coolness 
that  U.S.  investors  display  toward  North 
American  Philips,  for  all  its  high-tech- 
nology promise.  Outside  investors  can 
never  hope  to  be  more  than  minority 
shareholders  in  a  company  whose  real 
control  remains  firmly  in  the  hands  of  its 
Dutch  parent.  If  the  interests  of  that 
parent  suggest  that  NAP's  current  profits 
be  minimized  for  the  U.S.  arm  to  take 
advanced,  risky  forward  positions  in 
fast-changing  technological  areas,  then 
lower  profits  will  be  accepted  and  those 
positions  will  be  taken. 

North  American  Philips,  then,  is  a 
pawn  in  the  worldwide  strategy  of  an- 
other and  much  larger  parent  company. 
NAP's  low  stock  multiple  suggests  that 
U.S.  investors  do  not  feel  comfortable 
with  that  relationship.  ■ 


When  Zenith  announced  last  month  that  it  would  build 
RCA-type  videodisc  players,  the  phones  began  jangling  at 
North  American  Philips.  Two  months  earlier  CBS,  the 
biggest  U.S.  record  producer,  had  also  lined  up  with  RCA  by 
announcing  that  it  would  make  discs  for  the  RCA  system. 
Meantime  Japan's  Matsushita  (Panasonic  and  Technic 
brands)  announced  it  would  introduce  yet  a  third  system, 
one  that  could  not  play  discs  made  for  either  of  the  other 
two.  Was  this  the  handwriting  on  the  wall  for  the  laser 
optics  system  developed  by  Philips  and  MCA  Inc.? 

Not  so,  proclaimed  a  defiant  NAP  press  release:  "Expan- 
sion into  the  U.S.  market  of .  .  the  only  videodisc  system 
currently  available  is  continuing  as  planned."  Of  course,  the 
release  went  on,  the  U.S.  consumer  is  entitled  to  a  choice  if 
and  when  competing  systems  become  available.  But  mean- 
time the  company  would  keep  introducing  its  system  across 
the  country — in  six  more  cities  in  February  and  March. 

Videodisc  systems  could  well  be  the 
hottest  thing  in  home  entertainment 
since  color  television.  Using  a  disc 
that  looks  like  a  silvery  phonograph 
record  and  a  player  that  looks  like  a 
large  tape  recorder,  the  system  plays 
through  any  standard  TV  set.  The  re- 
sult is  similar  to  that  achieved  by  the 
now  popular  videotape  systems,  but 
the  videodiscs  are  much  cheaper  than 
videotapes.  Ultimately,  consumers 
across  the  country  will  be  able  to  se- 
lect films,  including  current  ones,  and 
a  wide  variety  of  educational  shows, 
from  a  vast  library. 

The  difference  between  the  Phil- 
ips/MCA system  and  the  RCA  is 
chiefly  the  reading  method.  Philips 
uses  a  laser  beam  while  RCA  uses  a 
stylus.  A  major  problem  is  that  RCA 
discs  can't  be  played  on  Philips  ma- 
chines, nor  vice  versa. 


The  Philips/MCA  videodisc  system 
When  will  RCA  bite? 


Sitting  around  the  antique-style  table  in  NAP's  confer- 
ence room  in  its  mid-Manhattan  headquarters,  company 
brass  eagerly  trumpeted  their  system's  advantages — and  the 
competition's  limitations  and  shortcomings.  "We're  not  so 
sure  our  competitors  are  going  to  be  able  to  come  out 
nationwide  with  one  big  bang,  as  they've  announced,"  said 
one  executive.  "We  think  it's  physically  impossible.  As  for 
the  Matsushita  system,  if  it  is  in  fact  marketed,  it  will  be  in 
Japan  first.  But  the  company  has  yet  to  announce  who  will 
make  discs  for  it.  ..." 

"Our  system  has  the  best  possibilities  for  future  cost 
reductions  because  it  is  at  the  beginning  of  new  technology, 
not  in  the  final  stages  of  old,"  added  a  NAP  man.  Then  he 
hastened  to  list  the  tricks  the  Philips/MCA  disc  could 
perform  that  the  yet-to-be-marketed  RCA  system,  at  least 
initially,  could  not — like  provide  stereophonic  sound  or  stop 
on  a  single  frame.  Another  NAP  executive  noted  that  last 
year  IBM  had  joined  the  Philips  camp 
by  agreeing  to  help  MCA's  disc-pro- 
duction efforts,  and  Sony  had  in  effect 
done  the  same  by  a  technology  ex- 
change agreement  with  N.V.  Philips. 

So  how's  the  Philips/MCA  system 
selling?  Player  and  discs  have  been 
marketed  in  Atlanta,  Seattle  and  Dal- 
las for  over  a  year  now.  The  player 
sells  for  $775,  the  discs  at  $5.95  to  $24 
each.  NAP  says  production,  and  thus 
sales,  built  up  slowly  but  are  now  sat- 
isfactory ("It's  not  backing  up  at  the 
dealers'  "). 

RCA's  system  is  supposed  to  appear 
early  next  year,  priced  under  $500, 
with  discs  at  $15  to  $25.  Matsushita 
has  not  yet  announced  a  price  or  in- 
troduction date.  A  real  donnybrook 
appears  to  be  brewing,  one  that  may 
confuse  consumers  and  cost  the  losers 
a  great  deal  of  money.— /..4.a 
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C-E  goes  to  the  far  corners  of  the  earth  to  help 
find  and  produce  oil  and  gas. 


Here,  on  a  sandy  bluff  over- 
looking the  Gulf  of  Suez,  C-E 
Natco  desalters  are  processing 
oil  from  one  of  Egypt's  off-' 
shore  oil  fields.  In  fact,  C-E 
Natco  equipment  plays  a  part 
in  processing  about  25%  of 
the  oil  and  gas  the  world  uses 
every  day. 

At  other  corners  of  the 
world,  C-E  energy  specialists 
and  equipment  are  also  at  work, 
helping  to  search  out,  develop 
and  use  energy  resources. 

On  a  remote  coastline  of 
Kalimantan,  an  Indonesian 
island,  stand  facilities  that  pro- 
duce, process  and  transport 
oil  from  the  Handil-Bekapai 


fields.  Starting  with  feasibility 
studies  and  design,  energy 
specialists  from  C-E  Crest  pro- 
vided engineering,  procure- 
ment, and  project  management 
for  this  challenging  multi- 
million  dollar  project. 

In  the  North  Sea. 

Gray  Tool,  a  C-E  operating 
unit,  has  furnished  wellhead 
equipment  for  more  than  50% 
of  the  platforms  now  installed 
or  scheduled  for  installation 
in  the  harsh  operating  environ- 
ment of  the  North  Sea. 

C-E  Vetco  has  developed 
a  diverless  underwater  drilling 
and  production  system.  Used 
successfully  in  the  North  Sea,  it 
cuts  the  time  between  dis- 
covery and  initial  production  of 


offshore  oil  and  gas  reserves. 

Energy  is  our  business,  all  over 
the  world. 

For  more  than  65  years,  C-E 
has  been  a  leading  supplier  of 
systems,  equipment,  tech- 
nology, and  research  to  help 
develop  the  world's  energy, 
conserve  it,  squeeze  more  uses 
from  it,  and  clean  up  after  it. 

For  more  about  C-E's 
worldwide  activities,  write 
Combustion  Engineering,  Inc., 
Dept.  7004-75,  900  Long  Ridge 
Road,  Stamford,  Connecticut, 
U.S.A.  06902. 


COMBUSTION 
ENGINEERING 


The  Energy  Systems  Company 


If  the  record  business  is  really  as  dreadful  as  it 
looks  these  days,  how  come  Dave  Geffen  and 
Neil  Bogart  are  coming  back  into  it? 


The  return  of 
two  hotshots 


As  the  merchants,  promotion 
people,  lawyers,  managers  and 
recordmakers  gathered  for  the  an- 
nual convention  of  the  National  Associ- 
ation of  Recording  Merchandisers  at  the 
MGM  Grand  Hotel  in  Las  Vegas  at  the 
end  of  March,  they  were  listening  hard 
for  good  news.  There  wasn't  much,  ex- 
cept maybe  that  the  depressing  profit 
picture  of  recent  years  (even  the  operat- 
ing income  of  industry  leader  Warner 
Communications'  record  division  was 
down  12%  in  1979  on  a  sales  increase  of 
18%)  may  not  be  getting  any  worse. 


They  might  be  getting  some  relief  from 
mounting  counterfeiting  losses  as  a  re- 
sult of  the  recent  indictment  of  officials 
of  the  Sam  Goody  retail  record  chain,  a 
division  of  American  Can  Co.  They 
heard  a  Warner's  research  report  that 
said  the  buyers  are  still  out  there.  A  sign 
that  better  times  are  in  the  making  may 
lie  in  the  fact  that  the  industry  is  about 
to  have  two  new  competitors  in  the  form 
of  companies  being  launched  by  David 
Geffen  and  Neil  Bogart,  two  men  with 
past  successes  in  the  business.  They 
have  much  in  common.  How's  this  for  a 


sign:  Both  are  from  Brooklyn,  both  were 
born  in  February  1943,  both  created  im- 
portant independent  record  companies 
and  both  sold  them  to  majors.  What's j 
more,  a  few  days  before  the  NARM| 
meeting  began,  both  were  sitting  blocks 
apart  in  Beverly  Hills  speculating  on 
names  for  their  new  enterprises. 

Despite  these  odd  similarities,  their 
recent  histories  are  significantly  differ- 
ent. Geffen  created  Asylum  Records 
from  a  talent  management  firm  he  had 
built  while  still  in  his  20s  and  then  sold  it 
to  Warner.  But  he  has  been  sitting  out 
the  last  three  tumultuous  years  in  the 
industry,  teaching  at  Yale  and  UCLA, 
soul-searching  and  collecting  Tiffany 
lamps  and  real  estate,  among  other 
things.  Now  he  is  ready  to  come  back. 
"It's  the  right  time,"  he  insists.  "There 
isn't  much  competition.  There's  a  need 
for  a  small  record  company  with  a  tradi- 
tion of  taste,  intelligence  and  integrity." 
Geffen  figures  he'll  attract  artists  put  off 
or  overlooked  in  the  bloat  in  the  industry 
that  stemmed  from  executives  measur- 
ing themselves  by  "how  many  floors, 
how  many  people"  they  have.  Geffen 
plans  to  have  a  small  staff  of  his  own  and 
will  run  all  administration  and  market- 
ing through  Warner  Brothers  Records, 
owned  by  his  once  and  future  partner, 
Warner  Communications. 

While  Geffen  is  looking  to  build  an- 
other Asylum,  which  used  to  be  a  very 


SOUTHERN  RAILWAY  CARRIES  THIS  MANY 

Guess  how  far  a  truck  could  carry  it.' 

L.  Stanley  Crane,  Chairman,  Southern  Railway  System,  Washington,  D.C.  20013 


The  railroad  is  the  most  efficient  user 
of  fuel  in  the  transportation  industry.  Bar 
none.  And  the  Southern  Railway  is  one 
of  the  most  efficient  railroads  in  the 
country. 

For  instance,  on  the  Southern,  this 
500-!b.  stack  of  blankets  can  travel  896 
miles  on  one  gallon  of  fuel.  How  far 
could  a  truck  carry  it  on  the  same  amount 
of  fuel?  Well,  the  railroad  is,  on  average, 
about  four  times  more  fuel-efficient  than 
trucks  and  60  times  more  efficient  than 
planes.  So  it's  easy  to  see  that  trucks 
can't  carry  freight  anywhere  near  as  far 


as  railroads  can  per  gallon  of  fuel. 

What  does  this  mean  for  the  future?  Well 
it  means  that  trucks  will  be  used  less  and 
less  for  long  hauls. 

More  and  more  products  will  ride  on  the 
Southern,  and  trucks  will  be  used  for  dis- 
tribution at  the  other  end  of  the  line. 
Because,  in  the  coming  years,  only  the 
railroad  will  have  the  energy-efficiency 
for  long  hauls. 

We  have  the  energy  for  the  long  haul. 


THE  RAILWAY  SYSTEM  THAT  GIVES  A  GREEN  LIGHT  TO  INNOVATIONS 


HI  and  Joyce  Bogart 

sing  sued  by  their  own  creation. 

ut  operation,  Bogart  is  talking  about  a 
>mpany  that  would  be  in  everything 
om  music  to  videodiscs,  movies  and 
)ok  publishing.  Whatever  shape  the 
:w  one  takes,  it  will  be  a  quick  return 
r  Bogart.  As  founder  and  president  of 
asablanca  Records,  he  was  one  of  the 


seminal  figures  in  the  wave  of  record 
industry  growth  that  suddenly  crested  in 
late  1978  and  then  came  crashing  down 
all  through  1979.  It  got  to  Bogart  in 
February,  when  Polygram  Corp.  exer- 
cised its  option  to  accelerate  its  buyout 
of  his  controlling  interest  in  Casablanca. 
That  happened  barely  two  weeks  after 
Bogart,  his  wife,  Joyce,  and  Casablanca 
were  sued  for  $10  million  by  their  hot- 
test star,  Donna  Summer,  whose  two 
record  releases  last  year  were  the  com- 
pany's biggest  sellers.  The  suit  alleges 
that  the  contract  Summer  signed  with 
Casablanca  was  obtained  fraudulently, 
in  part  because  her  then-manager  was 
Joyce  Bogart. 

Bogart  et  al.  have  yet  to  file  their  an- 
swers and  nobody  will  talk  about  the 
case  until  they  do.  But  Bogart  points  out 
that  "the  last  time  I  saw  Donna  was  at 
my  wife's  birthday  party — four  days  be- 
fore the  suit  was  filed."  For  their  part, 
one  of  Summer's  lawyers  concedes  that 
nobody  is  complaining  about  the  way  the 
popular  singer's  career  blossomed  at  Ca- 
sablanca. They're  complaining  mainly 
about  money  handling,  and  they  want 
her  out  of  her  contract. 

Whatever  the  outcome  of  the  suit,  Bo- 
gart's  departure  cost  Polygram  two  of  its 
biggest  acts,  Donna  Summer  and  Kiss, 
both  of  whom  had  so-called  "key  man" 
contracts  with  Casablanca  which  allowed 
them  to  go  free  if  Bogart  left.  Polygram's 


I  kind  ( leffen 

A  record  company  with  "integrity." 

management  was  obviously  willing  to 
chance  these  losses  to  buy  out  Bogart. 
That  gives  credence  to  industry  talk  that, 
despite  Casablanca's  enormous  sales  suc- 
cess in  the  last  two  years,  it  lost  money, 
purportedly  because  of  lavish  promotion 
expenses,  too  many  unsuccessful  acts 


(LANKETS  896  MILES  ON  A  GALLON  OF  FUEL 


Invent  a  substitute  sky 
for  air  traffic  controllers 
to  practice  in. 


Gould  did  it, 
electronically. 

By  1990,  the  FAA  estimates  that 
the  number  of  aircraft  in  use  will 
have  increased  by  more  than  50%. 

And  that  means  the  skies  will  be 
more  crowded  than  ever. 

How,  then,  to  make  those  skies 
safe  for  travel  when  air  traffic 
controllers  can't  practice  on  real 
aircraft  filled  with  real  people? 

The  answer  is  a  Gould 
electronics  specialty.  Simulation. 
Exemplified  in  this  instance  by  the 
Gould  Air  Traffic  Control/Ground 
Control  Approach  System  that 
duplicates  actual  conditions  and 
allows  as  many  as  80  students  to 
be  trained  simultaneously. 

What's  more,  Gould  has 
developed  other  electronic  sys- 
tems that  simulate  the  operation  of 
aircraft,  submarines,  power  plants, 
and  various  sophisticated  industrial 
processes. 

Since  1968,  electronic  solutions 
like  these  have  helped  increase  our 
net  income  by  627%. 

And  when  you  consider  the 
number  of  problems  still  waiting 
for  technology  to  answer,  you  can 
see  that  our  future  looks  even 
more  rewarding  than  our  past. 
Gould  Inc.,  Dept.  KF,  10  Gould 
Center,  Rolling  Meadows,  IL  60008. 


->  GOULD 


An  Electrical /Electronics  Company 


Donna  Summer,  Superstar 
'Enough  is  enough,"  she  said. 

ind  too  many  records  shipped  for  even 
:he  big  acts. 

Polygram,  which  claimed  last  year  to 
lave  vaulted  over  CBS  and  Warner  to 
become  the  biggest-selling  record  group 
n  the  world,  doesn't  give  out  many  fig- 
ares  since  it's  privately  owned.  But  it 
recently  forecast  no  better  than  flat  vol- 
ime  for  this  year.  And  that  doesn't  allow 
or  the  prospect  of  the  loss  of  another 
superstar  act,  the  Bee  Gees,  a  group  asso- 
rted with  Polygram's  other  key  affili- 
ite,  RSO  Records,  for  more  than  15 
('ears.  It  was  this  group  that  recorded  the 
)ulk  of  the  sound  track  of  Saturday  Night 
'ever,  the  record  industry  phenomenon 
:hat  sold  more  than  25  million  copies 
worldwide  and  misled  too  many  compa- 
res into  believing  back  in  1978  that  a 
lew  era  of  supersellers  was  at  hand 
Forbes, /h/v  10,  1978). 

With  another  RSO  phenomenon,  the 
iound  track  from  Grease,  following  in  the 
lame  year,  the  evidence  seemed  incon- 
rovertible.  But  it  was  wrong,  and  rec- 
)rds  of  formerly  hot  acts  went  out  and 
vere  returned  "platinum" — meaning,  in 
ndustry  parlance,  by  the  millions.  Need- 
ess  to  say,  Polygram,  Casablanca  and 
ISO  were  in  the  forefront  of  victims  of 
heir  own  overenthusiasm. 

Meanwhile,  on  went  the  firings  and 
he  reorganizations  that  have  knocked 
in  estimated  2,000  people  out  of  the  rec- 
)rd  business  as  the  companies  slash  at 
he  fat,  all  the  while  blaming  counterfeit- 
ng  and  the  gasoline  shortage  for  their 
roubles.  In  a  way,  it's  fitting  that  NARM 
;hould  have  chosen  Neil  Bogart  as  its 
invention  keynote  speaker  after  he  had 
eft  Casablanca.  His  talk  called  on  the 
issemblage  to  "understand  where  we've 
;one  wrong,  if  we  are  to  succeed  in  the 
uture." 

That's  a  big  job,  because  the  gorillas  of 
yesteryear,  those  unexpectedly  high-sell- 
ng  discs,  have  made  monkeys  out  of 
nany  in  the  record  industry  lately.  ■ 


If  the  Oscar  Mayer  hot  dog  faces  trouble, 
count  on  a  clever  man  to  find  a  way  out — 
maybe  even  several  ways. 


Nothing  if  not 
resourceful 


On  first  seeing  the  Badlands,  leg- 
endary Indian  fighter  General 
George  Crook  said  the  area 
looked  like  "hell  with  the  fires  out."  The 
words  also  suit  the  hot  dog  highway  at 
Oscar  Mayer  &  Co.'s  Madison,  Wis.  flag- 
ship plant.  While  hard-hatted  workers  in 
smocks  stand  on  slippery  landings  amid 
dripping  water,  steam,  more  than  vague- 
ly disturbing  odors  and  an  ungodly  din,  a 
pinkish-gray  batter  of  raw  meat  is  emul- 
sified, cased,  racked,  cooked,  smoked 
and  otherwise  processed  within  50  min- 
utes into  a  new  batch  of  36,000  wieners 
to  be  neatly  slithered  into  Oscar  Mayer's 
familiar  ten-to-a-pound  packages. 

But  General  Crook's  remark  would 
also  serve  for  the  business  environment 
with  which  Oscar  Mayer  has  had  to  con- 
tend of  late.  "The  cyclicality  of  our  busi- 
ness is  a  damning  thing,"  says  tall,  thin, 
hawk-eyed  Jerry  M.  Hiegel,  53,  Oscar 
Mayer's  president  and  new  CEO,  himself 
a  veteran  wurstmacher  who  once  ran  sau- 
sage manufacturing  at  OM's  Philadelphia 
factory.  He  is  speaking  of  the  cyclical 
prices  of  the  beef  and  pork  the  company 
processes.  Just  now  the  pork  cycle  is  near 
peak,  with  8%  more  hogs  due  to  be 
slaughtered  this  year  than  last,  so  prices 
should  fall  an  average  3%,  to  $1.40  a 
pound.  Beef  output,  by  contrast,  will  drop 
again  for  the  fourth  straight  year,  the 
first  time  that  has  happened  since  1909- 
14.  So  commercial  beef  prices  will  rise 
15%  or  so,  to  $2.60  a  pound.  About  the 
only  thing  Oscar  Mayer — which  uses 
both  beef  and  pork  in  its  wiener  process- 
ing mix — can  do  is  to  allow  a  30%  swing 
in  the  mix,  depending  on  which  meat  is 
cheaper. 

The  problem  could  well  get  worse.  The 
last  few  years,  one  cycle  has  gone  down 
as  the  other  has  headed  up,  and  pork 
supplies  will  clearly  peak  this  year  and 
start  to  decline,  driving  pork  prices  back 
up.  But  because  of  expenses  such  as  high 
interest  rates  and  rising  fertilizer  costs 


(courtesy  of  OPEC),  there's  little  incen- 
tive for  ranchers  to  build  their  beef  herds. 
So  Oscar  Mayer  may  soon  have  to  pass 
on  to  consumers  higher  beef  and  pork 
prices — this  for  an  item  whose  retail 
price  for  the  ten-to-a-pound  pack  jumped 
from  around  $1.40  to  $1.85  18  months 
ago.  Already  price  increases  have  caused 
the  retail  processed-meat  business  to 
turn  flat,  after  growing  at  an  average  7% 
a  year  from  1967  to  1976. 

Hiegel  has  few  alternatives.  Oscar 
Mayer  cannot  realistically  hope  for  much 
gain  in  market  share.  It  already  leads  in 
sliced  luncheon  meats,  with  30%  of  the 
market;  in  the  wiener  and  bacon  trade,  it 
has  15%  and  7%  respectively.  OM  ex- 
pects the  total  market  to  grow  at  best  by 
only  4V2%  to  5%  a  year  in  the  Eighties. 
Its  3%  margin  on  sales  of  $  1 .4  billion  last 
year  was  already  the  envy  of  the  indus- 
try. (Competitor  George  A.  Hormel  & 
Co.,  just  as  big,  managed  only  2.2%.) 
Nor,  with  over  60%  of  the  shares  con- 
trolled by  the  Mayer  family  plus  manage- 
ment, would  the  stockholders  revolt.  So 
what's  to  do — put  the  company  in  cold 
storage  for  the  decade? 

To  the  company's  eternal  credit,  it  has 
instead  launched  a  $100  million  diversi- 
fication program  that  has  plumped  Oscar 
Mayer  in  the  fast-growing  $1  billion  pro- 
cessed-turkey  business  and  increased  its 
stake  in  the  multibillion-dollar  food-ser- 
vice trade.  In  October,  as  president  (for- 
mer Chairman  P.  Goff  Beach  didn't  re- 
tire until  last  month),  Hiegel  negotiated 
the  acquisition  of  Louis  Rich,  Inc.  of 
West  Liberty,  Iowa  for  $29  million  worth 
of  OM  stock.  At  $200  million  in  sales, 
Rich  is  number  one  in  processed  turkey. 
In  December,  Hiegel  announced  a  $25 
million  cash  deal  for  Chef's  Pantry  Inc.,  a 
$65  million  (sales)  Sandusky,  Ohio-based 
producer  and  distributor  of  foods  to  the 
institutional  market. 

Now  the  fun  starts.  About  50%  of 
Rich's  volume  is  food-service  related,  as 


'ORBES,  APRIL  14,  1980 


77 


Fill 
this 
out 
and 


we'll 
fill 

you  in 


Tom  Gage,  Manager  of  Area 
Development 
Omaha  Public  Power  District 
1623  Harney  Street 
Omaha,  Nebraska  68102 

Please  send  me  facts  on  Omaha- 
Southeastern  Nebraska. 

2-4 

Name 
Title 

Company 
Address 


City 


State 


Zip 


Omaha  Public  Power  District 
helps  plant  seekers  find  sites  and 
helps  businesses  locate  branches. 

Send  us  your  requirements  for 
land,  labor,  energy,  and  transporta- 
tion. Your  specifications  for  build- 
ings, raw  materials,  and  markets. 
We'll  provide  you  an  in-depth  study 
of  sites  that  meet  those  needs.  Our 
industrial  development  experts 
carefully  prepare  those  site  descrip- 
tions and  include  an  aerial  map  of 
each.  Our  comprehensive  commu- 
nity data  is  another  big  help.  And 
that's  just  for  starters.  There  are  lots 
of  other  ways  we  can  help  you. 
In  the  strictest  confidence,  of  course. 

Want  our  credentials,  our  track 
record?  Write  or  phone  and  we'll  fill 
you  in  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 


Oscar  Mayer  Preside)  it  and  CEO  Jerry  M  Hiegel 

More  than  just  a  hallowed  name  in  the  annals  of  American  meat. 


was  11%  of  Oscar  Mayer's  last  year,  up 
from  next  to  nothing  in  the  early  Seven- 
ties. Hiegel's  strategy  is  to  combine 
these  operations  with  Chef's  Pantry, 
pump  $40  million  into  expanding  his 
new  acquisitions'  capacity  and  probably 
give  all  their  products  to  a  single  sales 
force.  The  items  to  be  peddled  could  fill  a 
smorgasbord — turkey  salami  and  quick- 
frozen  diced  turkey,  Italian-style  meat 
patties  named  Pizza  Melt,  beef  roasts 
and,  of  course,  the  Oscar  Mayer  brand 
line  of  some  300  different  processed 
meats  plus  odds  and  ends  like  Claussen 
refrigerated  pickles  (an  earlier  OM  acqui- 
sition). The  result:  Oscar  Mayer  becomes 
more  than  just  a  hallowed  name  in  the 
annals  of  American  meat. 

"Oscar  Mayer  basically  is  a  marketing 
refrigerated  delivery  system,"  says  Hie- 
gel. "We  can  deliver  products  anywhere 
in  the  country,  any  day  of  the  week,  any 
time  of  day  and  do  it  well." 

Adds  Executive  Vice  President  Richard 
Tolleson,  Hiegel's  right-hand  man  and 
himself  a  27-year  company  veteran: 
"The  Oscar  Mayer  salesman  goes  out  to 
a  restaurant,  hotel  or  hospital  and  his 
reputation  is  as  a  wiener  dealer.  The 
Chef's  Pantry  salesman  can  sell  anything 
he  wants  without  being  typed.  We've  got 
salesmen  out  there  right  now  so  anxious 
to  get  ahold  of  the  Rich  product  line  that 
their  mouths  are  watering." 

The  plan  is  for  food  service  to  earn  $45 
million  or  so  in  operating  profits  by 
1984.  That's  a  compound  annual  growth 
of  34%,  vs.  the  10%  rate  expected  from 
OM's  retail  processed-meat  business 
over  the  same  period  (which  would  put  to 
profits  around  $130  million).  By  the  late 
Eighties,  the  company  is  aiming  for  a  full 
33%  of  earnings  from  food  service. 

Even  Oscar  Mayer  executives  them- 
selves are  a  bit  flabbergasted  by  the  retail 
growth  of  the  Louis  Rich  processed-tur- 
key  line.  In  1977  sliced  poultry  luncheon 
meats  had  less  than  1  %  of  the  total  sliced 
meat  market.  Now  it's  more  than  3%. 
That  same  year,  poultry  wieners  ac- 
counted for  about  3%  of  total  wiener 
sales.  Today  they  have  over  8% — with 


turkey  wieners  cheaper  than  beef,  higher 
in  protein  and  lower  in  fat. 

"Five  years  ago  I  said  they  were  a  flash 
in  the  pan,"  admits  Tolleson.  "Guess  I 
was  wrong."  By  1982  OM  expects  Rich 
to  net  at  least  $6.5  million,  80%  better 
than  last  year,  on  sales  of  about  $300 
million-plus.  While  overall  corporate 
earnings  are  expected  to  stay  flat  the 
next  two  years  as  the  company  digests 
its  acquisitions,  by  1982  Oscar  Mayer 
should  make  $60  million.  This  compares 
with  $46  million,  or  $2.87  a  share,  last 
year,  a  sharp  62%  gain  over  1978.  But  the 
bulk  of  that  gain  was  a  currency  transla- 
tion item  from  a  Japanese  affiliate. 

Hiegel  doesn't  intend  to  sit  still  on 
Oscar  Mayer's  basic  business,  either. 
Pork  sausages  are  one  of  the  nation's 
fastest-growing  meat  categories,  and 
here  OM,  which  entered  the  market  late, 
lags  behind  such  regional  successes  as 
Bob  Evans  Farms.  And  while  Oscar 
Mayer  may  hold  an  estimated  50%  share 
of  Chicago's  luncheon-meat  sales,  it  has 
a  mere  6%  in  Detroit,  the  fifth-largest 
U.S.  market  for  processed  meats,  where 
it  is  losing  out  to  Beatrice's  Peter  Ecknch 
&.  Sons  and  Hygrade  Food  Products. 

Hiegel  would  love  to  increase  Oscar 
Mayer's  basic  business  by  building  a  new 
$55  million  processing  plant  in  Colum- 
bus, Ga.  to  open  up  the  Southeast;  but 
the  demand  simply  doesn't  warrant  that 
kind  of  expansion  now,  so  today's  strate- 
gy is  diversification. 

"We  used  to  be  an  Oscar  Mayer  wie- 
ner," he  says,  "ten  to  the  pound.  We've 
been  proliferating  that  line  for  years.  The 
same  is  true  of  sliced  luncheon  meat.  But 
we  won't  go  from  30%  of  a  market  to 
40%  the  way  we  did  from  20%  to  30%. 
The  real  boomers  we  look  to  are  the 
turkey  and  food-service  businesses, 
where  we  can  concentrate  and  rapidly 
move  them  ahead  to  where  five  or  ten 
years  from  now,  if  we're  in  the  soup 
again  and  asking  what  are  we  going  to  do 
next,  maybe  we'll  be  able  to  back  up  into 
a  situation  like  Columbus  because  there 
will  be  an  expansion  in  our  basic  busi- 
ness. Meanwhile,  though.  .  .  .  "  ■ 
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Has  the  time  come  for  Diamond  Shamrock  to 
change  its  name  to  Shamrock  Diamond? 


Goodbye  Cleveland, 
hello  Dallas 


By  Harold  Seneker 


Bill  Bricker,  at  age  48,  is  so  de- 
lighted to  be  the  operating  head  of 
a  good-size  Dallas  oil  company 
that  he  sometimes  seems  almost  on  the 
verge  of  breaking  into  a  Texas  drawl, 
though  neither  he  nor  the  company  had 
their  origins  in  Texas.  "This  town,"  he 
says  feelingly  about  Dallas,  "is 
where  the  action  is.  Just  to  be  lo- 
cated here  gives  you  a  real  strong 
feel  for  the  oil  business." 

In  fact,  Bricker  is  a  onetime 
chemicals  salesman,  born  and 
raised  in  Michigan.  Until  last  Au- 
gust he  had  spent  11  years  in 
Cleveland,  the  last  5  of  them  run- 
ning what  was  then  primarily  a 
chemicals  company,  Diamond 
Shamrock  Corp.  What  made  him 
so  appreciative  of  oil  and  Texas  is 
that  Diamond  Shamrock  has  an  oil 
and  gas  side,  which  grew  until  last 
year  it  contributed  38%  of  the 
company's  $2.4  billion  revenues 
and  53%  of  its  $178  million  net, 
while  lifting  return  on  equity  to  a 
healthy  19.6%.  This  year,  with  a 
new  coal  operation  in  house,  Dia- 
mond Shamrock's  energy  play  will 
account  for  more  than  half  of  rev- 
enues as  well. 

Diamond  Shamrock  dates  from 
1967,  when  a  medium-size  Cleve- 
land  chemicals    company,  Dia- 
mond Alkali,  merged  with  Amaril- 
lo-based  Shamrock  Oil  &  Gas. 
Shamrock  was  too  small  to  have 
any  hope  of  acquiring  a  chemicals  busi- 
ness, then  fashionable  among  oil  compa- 
nies. Meanwhile,  Diamond  Alkali  want- 
ed a  feedstock  source  and  shelter  from 
possible  takeover.  So  together  they  faced 
the  world,  with  the  Diamond  side  odds- 
on  to  become  dominant  in  the  enter- 
prise. For  one  thing,  it  was  larger  and  the 
headquarters  were  in  Cleveland,  not 
Amarillo.  Though  the  Shamrock  head, 
C.A.  Cash,  became  the  first  CEO,  in 


1976  Bricker,  who  came  from  Northwest 
Industries'  chemicals  division  to  run  the 
agricultural  chemicals  end  of  Diamond, 
became  the  second  CEO  at  age  44. 

With  Bricker 's  arrival  the  Diamond 
side  looked  stronger  than  ever.  Bricker, 
decentralizing,  broke  the  company  into 
four  segments  and  put  them  all  on  equal 
footing.  Shamrock  was  only  one  of  the 


Diamond  Shamrock  Chairman  and  CEO  Bricker 
Happy  in  the  land  of  oil  talk  and  barbecue. 

four,  chemicals  the  other  three. 

But  by  1977  Shamrock  was  contribut- 
ing 44%  of  corporate  profits,  even 
though  all  its  reserves  were  in  U.S.  terri- 
tory— the  outcome  of  bad  experiences 
drilling  in  the  Aegean  and  Africa  in 
1973 — and  thus  fully  subject  to  Washing- 
ton's determined  wrongheadedness  on 
price  controls. 

For  a  while,  Bricker  and  his  decentral- 
ization move  didn't  look  all  that  smart. 


Earnings  took  a  nose  dive  in  1978,  from 
$162  million  to  $131  million,  partly  be- 
cause prices  were  weak  for  natural  gas 
liquids  that  year,  partly  because  of  a  de- 
lay in  hooking  up  new  oil  and  gas  produc- 
tion, but  even  more  because  the  markets 
for  the  company's  major  chemicals  busi- 
ness— a  long  list  of  industrial  chemicals 
and  especially  chlorine  and  caustic 
soda — were  weak. 

Bricker,  still  laboring  away  in  Cleve- 
land, persisted.  He  next  broke  down  the 
company  into  six  semiautonomous 
groups  to  get  even  more  decentraliza- 
tion, got  out  of  certain  chemicals  busi- 
nesses in  which  the  company  was  poorly 
positioned — like  polypropylene  plastics 
production — and  stepped  up  the  interna- 
tional position  of  the  chemicals  business 
through  acquiring  England's  Lankro 
Chemicals  Group. 

Last  year  it  all  began  coming  together. 
Every  segment  of  the  business  was  up, 
some  of  them  spectacularly  so.  Operat- 
ing profits  in  plastics,  sans  polypropyl- 
ene, jumped  136%. 

Bricker  also  acquired  Falcon  Seaboard 
Inc.  (revenues:  $150  million),  regarded  by 
some  as  one  of  the  better-run  coal  com- 
panies in  the  U.S.  "We  had  them  spotted 
for  doing  $25  million  operating 
profit  last  year,  up  from  S14.6  mil- 
lion," Bricker  says  proudly,  "and 
they  came  in  with  $32.6  million." 
Falcon  has  protection  against  the 
current  weak  coal  market;  long- 
term  contracts  are  so  favorable,  it 
has  to  threaten  to  take  its  big  cus- 
tomers to  court  to  make  them  take 
the  coal.  Thus,  it  has  the  where- 
withal to  expand  production.  An- 
other competitor  for  Shamrock. 

Bricker  has  big  plans  for  Falcon. 
He  wants  to  buy  up  more  small 
coal  companies,  folding  them  in 
under  Falcon  management,  until 
he  has  raised  its  reserves  from  its 
present  190  million  tons  in  Ken- 
tucky (and  150  million-plus  tons  of 
lignite  in  Texas  and  Mississippi)  to 
400  million  tons.  "We're  just  now 
signing  a  letter  of  intent  for  40 
million,"  he  says  satisfiedly.  "And 
we  want  to  add  200  million  to  300 
million  this  year.  Right  now,  lots 
of  small  independent  operators  are 
in  a  mood  to.  sell  out,  the  coal  mar- 
ket being  so  soft  and  all." 
Bricker  doesn't  know  whether 

  his  coal  will  move  to  market  by 

slurry  pipeline — "The  train  is  going  to  be 
too  expensive,"  he  already  knows — or  be 
gasified  first,  but  he  doesn't  much  care 
which.  It's  all  low-sulfur,  and  he  is  cer- 
tain that  his  coal's  day  is  coming.  "Not 
today,  not  next  year,"  Bricker  insists. 
"But  if  we  wait  until  the  demand  is  in 
place,  we'll  look  like  people  trying  to  buy 
into  the  oil  business  now." 

But  it  was  the  oil  and  gas  that  gave 
Bricker  by  far  the  biggest  absolute  earn- 
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MIST  SOFTENS  EVERYTHING 
IT  TOUCHES. 


What  a  pleasant  way  to  feel  the  soft  touch  of 
Irish  Mist. . . in  "Liquid  Sunshine'.' 

Start  with  a  tall  glass  of  ice. . .  add  !  part 
Irish  Mist  and  3  parts  orange  juice. 

Irish  Mist,  the  centuries  old  liqueur  sweetened 
with  a  hint  of  heather  honey,  will  blend 
with  almost  anything. 

Pour  the  soft  touch  of  Irish  Mist 
anytime. . .  anywhere. 

You'll  like  the  way  it  feels. 

IRISH  MIST 
THE  LEGENDARY  SPIRIT 

Imported  Irish  Mist®  Liqueur.  70  Proof.  ©1980  Heublein,  Inc.,  Hartford,  Conn.  U.S.A. 


It  takes  more  than  food 
to  feed  a  family  in  Spain. 


As  living  standards 
improve  around  the 
world,  it  takes  more  and 
better  packaging  to 
put  food  on  the  table. 

In  Spain,  for 
example,  demand 
continues  to  grow 
for  versatile  and 
economical  glass 
containers.  For 
such  consumer 
goods  as  fruit  juices 
spices,  olives,  vege- 
tables, beer  and  liquor 
Our  wholly  owned  Spanish 
subsidiary.  Giralt  Laporta, 
operates  plants  at  Seville  — 
where  we  tripled  capacity 
in  1979-and  Madrid. 

Glass  Around 
The  Globe 

O-l  is  the  world's 
leading  producer  of  glass 
packaging. With  61  plants  in 
1 4  countries,  it's  no  wonder 
so  many  international  m 
brands  go  to  market  in  || 
O-l  containers. 


We  speak  a  lot  of  differ- 
ent languages  in  other 
packaging  materials,  too. 
Products  like  corrugated 
boxes,  plastic  containers, 
metal  cans  and  closures. 
In  fact,  the 
same  product 
mix  we  prod- 
uce in  the  U.S. 
is  helping  us 
grow  around  the 
globe. 


Fine  glass 
tableware  is  a 
growing  part 
of  our  inter 
national 
product 
mix 


The  world  is  sold  on  these 
famous  international  brands 
And  the  brands  are  sold 
in  O-l  glass  containers 


To  The  World's  Health 

For  example,  we've 
utilized  our  Kimble  Division's 
health  care  packaging 
technology  in  a  new  affiliate 
in  Indonesia,  P.T.  Igar  Jaya. 

Staffed  almost  100%  by 
Indonesians,  this  modern 
facility  produces  such 
medical  essentials  as 
ampules.vials  and 
parenteral  containers. 

O-l  has  operations  in  23  countries 
outside  the  U.S. 


Positioned  For  Growth 

We're  also  making 
Scotch  bottles  in  Scotland, 
paper  and  plastic  food  ser- 
vice products  in  Australia, 
and  glass  tableware  on 
three  different  continents. 

O-l  is  plastic  cups  in 
Japan,  pharmaceutical  con- 
tainers in  Germany,  window 
glass  in  Venezuela. 

In  short,  we  have  what 
it  takes  to  produce  a  world 
of  essentials  for  growing 
international  markets. 


We  have  what  it  takes. 


Ol 

OWENS-ILLINOIS 


Toledo,  Ohio  43666 


In  diversifying  away  from  dependence  on 
cyclical  carbon  black,  Cabot  Corp.  found  two 
markets  that  did  the  job — and  then  some. 

Rebuilding 
the  Cabot  legacy 


The  way  President  Robert  A. 
Charpie  tells  it;  he  came  to  Bos- 
ton-based Cabot  Corp.  in  1969  out 
of  sheer  fatigue:  Chairman  Louis  Cabot, 
he  says,  "wouldn't  take  several  Nos  for 
an  answer." 

After  17  years  at  Union  Carbide  and 
one  at  Bell  &.  Howell,  Charpie  struck 
Cabot  as  the  man  to  free  the  company 
from  its  dependence  on  chemicals  (more 
than  two-thirds  of  its  $187  million  rev- 
enues), mainly  carbon  black.  Carbon 
black,  used  in  tires,  some  plastics  and 
printing  ink,  could  be  very  profitable, 
because  Cabot  was  the  world's  largest 
and  probably  lowest-cost  producer.  It  had 
limited  growth  prospects  and  was  highly 
cyclical:  Every  time  the  auto  or  tire  in- 
dustry went  flat,  Cabot  got  clobbered. 

Today,  whatever  happens  to  autos  and 
tires,  Cabot  barely  notices.  It  is  on  its 
way  to  another  record  year,  with  fiscal 
1980  (through  Sept.  30)  sales  likely  to  hit 
$1.4  billion  and  net  income  about  $90 
million  to  $100  million,  vs.  $70  million 
last  year  and  a  mere  $14  million  when 
Charpie  took  over.  One  reason:  Chemi- 
cals are  34%  of  sales;  carbon  black  about 
two-thirds  of  that. 

The  other  two  big  reasons:  Cabot's 
fast-growing  specialty  metals  and  energy 
(mainly  gas)  businesses,  which  now  pro- 
vide most  of  sales  and  profits.  "The  Cab- 
ots,"  explains  Charpie,  "wanted  to  get 
into  high-performance  materials.  That's 
a  good  description  of  our  specialty  metals 
operation.  We  got  into  that  with  a  small 
acquisition  in  1970 — the  Stellite  division 
[bought  from  Union  Carbide],  which 
makes  heat-,  corrosion-  and  wear-resis- 
tant alloys.  Specialty  metals  differ  from 
carbon  black  in  that  they  go  to  many 
industries,  so  if  one  or  two  rise  or  eclipse 
they  won't  make  much  difference." 

Another  plus  for  specialty  metals  is 
that  they  represent  a  critical  part  of  the 
customer's  job,  but  not  necessarily  a  ma- 
lor  part  of  the  total  cost.  If  they  perform 
as  required,  the  customer  will  gladly  pay 
for  them.  Cabot's  specialty  metals  vol- 


ume of  some  $500  million  today  was 
twice  the  whole  company's  revenues  in 
1970.  Metals  operating  profits  before 
taxes  and  interest  were  $68  million,  vs. 
$54  million  for  the  chemicals  group. 

Charpie  hasn't  ignored  chemicals. 
Carbon  black  enjoyed  good  years  in 
1978-79,  and  won't  do  too  badly  this  year 
despite  the  U.S.  automotive  downturn. 
Foreign  business  is  larger  now;  replace- 
ment sales  still  make  up  most  of  the  mix; 
and  a  bigger  share  of  the  carbon  black 
business  is  in  off-the-road  vehicles. 

But  the  other  big  news  at  Cabot,  be- 
sides specialty  metals,  was  energy,  spe- 
cifically natural  gas — something,  says 
Charpie,  the  Cabots  had  "been  in  for 
nearly  100  years;  until  the  1940s  natural 
gas  was  used  to  make  carbon  black." 

When  Charpie  arrived  he  found  Cabot 
already  embarked  on  a  liquefied  natural 
gas  (LNG)  terminal  storage  project  in  Ev- 
erett, Mass.  that  ultimately  worked  out 


Cabot  Coip.  's  Robert  A  Charpie 


He  gave  the  Cabots  what  they  wanted. 


fine.  But  a  second — a  $105  million  Staten  I 
Island  LNG  terminal  and  storage  facility 
in  which  Cabot  put  up  $35  million  in  I 
equity — wound  up  a  financial  disaster  jj 
from  which  Cabot  took  a  $23  million 
writeoff  in  1975.  A  simultaneous  carbon 
black  earnings  drop  gave  Cabot  its  first 
loss  since  the  Depression. 

The  Staten  Island  project  was  complet-  | 
ed  on  time  and  on  budget.  "But  it  be-  j 
came  apparent  to  us  in  1974,"  says  Char-  1 
pie,  "that  the  environment  had  changed 
from   1970  when  we  started  it.   We  J 
weren't  able  to  wait  for  the  gas  to  be-  I 
come  available  in  Algeria  because  they  I 
were  behind  schedule,  and  the  permit 
process  here  had  become  interminable,  i 
So  we  reached  the  conclusion  that  it  was  j 
a  bad  chase."  To  this  day  the  terminal 
sits  unused,  waiting  for  a  permit. 

Fortunately,  that  fiasco  did  not  hinder  j 
Cabot's  gas  exploration  and  drilling  pro- 
gram. "That  had  been  decided  on  in  1970 
and  implemented  in  1971-72,"  recalls 
Charpie,  "well  before  it  became  obvious  j 
to  everyone  in  1974.  I  tell  you  we  had 
some  hard-nosed  discussions  back  in 
1970  about  the  wisdom  of  exploring  for 
gas.  In  hindsight  it  looks  smart,  but  we 
weren't  so  sure  then." 

Indeed  it  looks  smart,  and  so  does  the 
acquisition  last  April  of  TUCO  Inc.,  a 
$75  million  (sales)  natural  gas  and  coal 
supplier.  All  told,  Cabot  has  some  478 
billion  cubic  feet  of  domestic  gas  re- 
serves and  7  million  barrels  of  oil,  which, 
though  carried  on  the  balance  sheet  at  a 
ridiculously  low  figure,  are  worth  an  esti- 
mated $25  a  Cabot  share. 

That's  one  reason  why  the  company's 
ominous-looking  42%  debt  ratio  isn't 
quite  so  ominous.  Still,  what's  a  conser- 
vative Boston  Brahmin-type  company 
doing  with  all  that  debt  (some  $302  mil- 
lion at  year-end,  vs.  $410  million  equity)? 

"We  have  major  capital  spending  pro- 
grams each  year,"  retorts  Charpie,  "over 
$100  million  this  year,  up  from  $70  mil- 
lion last  year.  We  don't  begin  to  pay  out 
the  percentage  of  earnings  more  mature 
industries  do;  it  has  been  rising,  but  it's 
only  23%."  The  rest  can  easily  support 
potential  borrowing. 

"Still,"  he  goes  on,  "we're  naturally 
conservative  in  the  best  Boston  tradi- 
tion. If  you'll  notice  the  TUCO  deal,  half 
the  debt  we  took  on  [$30  million]  has  no 
recourse  'to  Cabot.  And  we've  got  large 
oil  and  gas  assets  in  the  groiind.  So  we 
think  we've  got  plenty  of  dry  powder  in 
case  things  get  tougher — which  they 
might.  We  aren't  going  to  get  in  a  posi- 
tion where  the  company  is  at  risk." 
When  the  company's  assets  in  Iran  were 
expropriated,  the  loss  was  covered  by 
insurance.  "We  always  avail  ourselves  of 
insurance,"  says  Charpie.  "We're  awfully 
conservative  in  most  things  we  do." 

Make  that  "shrewd."  And  notice  that 
aristocratic  blood,  among  the  Cabots  at 
least,  needn't  be  worn-out  blood.  ■ 
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When  you  buy  your  new  GM  car  or  truck... 


The  General  Motors  Continuous  Protection  Plan  offers  comprehensive 
protection  against  major  repair  bills.  But  look  carefully  for  our  name. There 
are  other  repair  plans  available  which  may  not  offer  the  same  protection. 

COMPARE 

Check  out  any  other  plan  you  may  see.  Compare  it  point-by-point 
to  the  GM  Plan  using  the  checklist  below. 

TEAR  OUT 

■  Take  this  page  to  your  dealer  to  be  absolutely  sure  you  get  the  comprehensive  repair 
i  protection  of  the  genuine  GM  Continuous  Protection  Plan. 

:  For  3  years  or  36,000  miles  —  whichever  comes  first, 

5  the  General  Motors  Continuous  Protection  Plan  pays 

)  major  repair  bills  for  78  components  of  nine  major 

j  assemblies.  And  GM  provides  a  car  rental  allowance 

5  if  your  car  becomes  inoperative  requiring  overnight 

-  repair  for  any  condition  covered  under  the  GM  new 

3  vehicle  limited  warranty  —  and  after  the  warranty  for 


COMPARE  THE  GM  CONTINUOUS  PROTECTION  PLAN  WITH  ANY  OTHER  REPAIR  PLAN 

Use  this  chart  to  check  the  coverage  of  any  other  repair  plan 

GM  Continuous  Protection  Plan 

Other  Plans  Coverage 

you  may  be  considering 

Coverage 

(Enter  YES  or  NO) 

Covers  up  to  78  components 

YES 

Maior  assemblies  covered 

Engine 

YES 

Transmission 

YES 

Front  Wheel  Drive 

YES 

Rear  Wheel  Drive 

YES 

Steering 

YES 

Front  Suspension 

YES 

Brakes 

YES 

Electrical  System 

YES 

Air  Conditioner 

YES 

Additional  Coverage 

YES 

Honored  at  over  15,000  dealers  in  the  U  S  A.  and  Canada 

Rental  car  allowance  for  any  warranty  condition 

requiring  overnight  repair  due  to  vehicle  disablement 

YES 

325  towing  allowance  for  any  reason  during  warranty 

YES 

60-Day  money-back  trial  offer 

YES- 

Don't  settle  tor  less 

Continuous 
Protection 
Plan 

GM 

Takes  care  of  you  as  well  as  your  car,  light  duty  truck  or  van 


failure  of  any  components  covered  by  the  Plan.  And 
there  are  other  important  features.  Compare  it  with 
other  plans  and  we're  sure  you'll  choose  GM  peace  of 
mind.  Take  any  other  plan  you  may  be  considering, 
read  it  carefully  and  fill  in  its  coverage  in  the  blanks 
on  the  checklist  below.  We  don't  think  you'll  find 
another  repair  plan  that  even  comes  close. 


The  top  lodging  chains  are  betting  their  future 
on  totally  different  views  of  how  drivers  will 
react  to  rising  gas  prices. 

Somebody 
must  be  wrong 


By  Carol  E.  Curtis 

The  nation's  two  top  lodging 
chains,  Best  Western  International 
and  Holiday  Inns,  Inc.,  have  been 
gazing  deep  into  an  aspirin  bottle  to  see 
what  kind  of  a  future  ever-rising  gasoline 
prices  portend.  Their  conclusions  thus 
far  on  how  drivers  will  react  are  coming 
up  miles  apart.  As  a  result,  the  chains  are 
basing  their  strategies  on  diametrically 
opposite  views  of  the  future. 

It  may  be  too  soon  to  call  the  winner  in 
this  game  of  corporate  guesswork.  But 
the  stakes  are  high:  The  company  that 
has  the  right  reading  of  its  customers  is 
likely  to  grab  the  lion's  share  of  the  na- 
tion's lodging  business. 

For  Best  Western,  the  trend  is  clear. 
"Gasoline  prices  will  drive  American 
travelers  off  the  roads,"  predicts  Robert 
C.  Hazard  Jr.,  Best  Western's  chief  ex- 
ecutive officer.  Hazard  says  that  a  study 
done  last  year  by  Phoenix,  Ariz. -based 
Best  Western  showed  that  when  gasoline 
prices  rise  to  $1.50  a  gallon,  there  will  be 
a  7%  cutback  in  auto  travel.  When  gas 
hits  $2,  the  study  said,  auto  driving  will 
fall  by  1 7% .  Hazard  is  using  the  study  as 
the  rationale  for  a  major  overhaul  of  Best 
Western's  operations. 

But  down  in  Memphis,  Term,  at  the 
sprawling,  83-acre  corporate  headquar- 
ters of  Holiday  Inns,  the  future  looks  far 
different.  "Best  Western  is  just  plain 
wrong,"  says  James  L.  Schorr,  executive 
vice  president  for  hotel  marketing  at 
Holiday  Inns,  and  the  head  of  its  con- 
sumer research  program. 

Holiday  Inns  prides  itself  on  having 
the  largest  consumer  research  program 
in  the  lodging  industry,  on  which  it 
spends  $1  million  a  year.  The  research  it 
has  done  on  driving  shows  that  even  at 
$2  a  gallon,  highway  driving  habits  will 
not  change  appreciably.  "We  are  abso- 
lutely confident  that  higher  [gasoline] 
prices  are  not  going  to  significantly  im- 
pact highway  use  of  the  automobile," 
says  Schorr. 


Hazard  of  Best  Western 

Aiming  to  fill  rooms  with  foreigners. 


Schorr  may  disagree  with  Best  West- 
ern's view  of  the  future.  But  he  cannot 
afford  to  ignore  it.  For  Best  Western  has 
emerged  as  the  most  aggressive  suitor  for 
Holiday  Inns'  share  of  the  market.  Holi- 
day Inns  and  Best  Western  were  the  only 


two  U.S. -based  lodging  chains  to  register 
over  SI  billion  in  lodging  sales  in  1979.  In 
total  number  of  sites,  Best  Western,  with 
2,544,  has  now  surpassed  Holiday  Inns, 
with  1,741 .  Best  Western  is  growing  fast- 
er than  any  of  its  major  competitors, 
including  Holiday  Inns. 

Strictly  speaking,  Best  Western  is 
more  of  an  association  than  a  company. 
Its  shareholders — and  its  members — are 
the  hoteliers  who  pay  a  fee  based  on  the 
number  of  rooms  they  have.  In  return, 
they  get  the  marketing  and  financial  ser- 
vices offered  by  Best  Western.  The  asso- 
ciation has  no  company  properties  and 
no  corporate  profits. 

There  is  no  question,  though,  that  Best 
Western  is  making  a  grab  for  Holiday 
Inns'  customers.  Says  Hazard,  "We  must 
move  boldly  and  decisively  before  chang- 
ing conditions  drop  our  occupancy  and 
profits."  Unlike  Holiday  Inns,  Best  West- 
ern has  not  entered  the  casino  gambling 
business,  which  Hazard  sees  as  an  "in- 
fatuation that  could  burst  like  a  bubble." 
Instead,  the  chain  is  making  a  major 
effort  to  attract  foreign  travelers. 

Hazard  expects  the  devalued  dollar, 
and  the  bargains  it  generates  for  foreign 
tourists  in  the  U.S.,  to  attract  growing 
foreign  business  that  will  replace  dollars 
not  spent  by  Americans.  In  the  last  three 
years,  Best  Western  has  recruited  852 
new  international  affiliates  in  18  coun- 
tries. Hazard  believes  that  if  internation- 
al visitors  are  familiar  with  a  brand  name 
in  their  own  country,  they  will  be  more 
likely  to  stay  with  that  chain  when  they 
travel  to  the  U.S. 

But  the  inns  that  appeal  to  foreigners 
are  not  necessarily  those  favored  by 
Americans.  "Standardized  packaging 
and  cookie-cutter  rooms  will  lose  their 
appeal,"  Hazard  predicts.  "They  will  be 
replaced  by  properties  offering  individual 
personality  and  atmosphere." 

Best  Western  will  soon  announce  that 
it  is  changing  its  name  and  familiar 
crown  symbol  to  a  more  international 
name  and  logo  (much  as  BankAmericard 
became  Visa).  It  is  also  stressing  the  indi- 
vidual personality  and  charm  of  its  hotels 
to  strengthen  the  chain's  appeal  to  inter- 
national tourists. 

Little  of  Hazard's  urgency  is  evident  in 
the  plush  and  serene  offices  of  Roy  E.  i 
Winegardner,  his  number  one  competi- 
tor. Winegardner,  a  former  Holiday  Inns 
franchisee,  joined  the  company  just  after 
the  Arab  oil  embargo  in  1974  and  rose 
through  the  ranks  to  become  chairman 
and  chief  executive  officer  of  Holiday 
Inns  last  July. 

"If  it  ain't  broke,  don't  fix  it,"  drawls 
Winegardner  in  the  laconic  accents  of  his 
native  Springfield,  Mo.  Winegardner  is 
using  a  favorite  phrase  to  describe  his 
business-as-usual  attitude  in  the  face  of 
the  hefty  fuel  price  hikes. 

Winegardner  is  expansive — and  opti- 
mistic— about  the  future  of  Holiday  Inns. 
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"I  never  knew 
gold  rum 
tasted  like 
this!'  — 


We  think  it  is  positive  that  the  price  of 
isoline  is  going  up,"  he  says.  Wine- 
irdner  concedes  that  the  occupancy 
ite  at  Holiday  Inns  fell  5%  to  6%  last 
iramer,  during  the  gas  lines.  But  when 
le  lines  disappeared,  occupancy  shot 
ack  up.  For  the  year  as  a  whole,  he  says 
le  246  inns  owned  and  operated  by  the 
Dmpany  had  an  occupancy  rate  of 
3.9%,  just  1.1%  below  the  year  before. 
Winegardner  and  marketing  chief 
:horr  both  reason  that  higher  prices 
ill  lead  to  more  fuel-efficient  autos, 
leaning  less  gasoline  will  be  used.  This 
ill  help  ensure  ample  fuel  supplies.  And 
>  long  as  gasoline  is  available,  Ameri- 
ms  will  pay  up,  and  keep  on  driving. 
A.uto  travel  is  still  the  biggest  bargain 
lere  is,"  Winegardner  maintains.  Adds 
:horr,  "It  is  not  a  significant  business 
roblem." 

Still,  Holiday  Inns  is  not  without  a 
edge  against  the  vagaries  of  driving 
ends.  In  1979  the  company  entered  the 
isino  gambling  business  in  a  major  way 
hen  it  purchased  Harrah's,  the  hotel- 
isino  company  with  properties  in  Reno 
id  Lake  Tahoe.  The  company  also  an- 
ounced  plans  to  double  the  size  of  its 
holiday  Casino  in  Las  Vegas.  In  addition, 

is  building  two  hotel-casinos  in  Atlan- 
c  City,  meaning  the  company  will  soon 
ave  properties  in  the  four  major  U.S. 
isino  markets. 

But  Holiday  Inns'  core  business  will 
Dntinue  to  be  lodging.  By  1985,  accord- 
lg  to  company  projections,  55%  to  60% 
f  its  earnings  will  still  come  from  Holi- 
ay  Inns.  Of  the  remainder,  25%  to  35% 
ill  be  from  casino  gambling,  with  the 
alance  from  restaurants. 

So  far,  increasing  gasoline  prices  have 
ot  had  a  major  impact  on  Holiday  Inns' 
alance  sheet.  In  1979,  revenues  were  at 
1.1  billion,  down  slightly  from  $1.2  bil- 
on  a  year  earlier.  But  earnings  per  share, 
sfore  losses  resulting  from  selling  Con- 
nental  Trailways  bus  operations,  were 
p  from  $2.04  in  1978  to  $2.25  in  1979. 

But  company  planners  would  do  well 
)  heed  Best  Western's  vision  of  the  fu- 
lre.  For  a  growing  number  of  energy 
rialysts  appear  to  share  Best  Western's 
iew  that  as  the  price  of  gas  goes  up, 
lere  will  be  a  permanent  decline  in 
jnericans'  use  of  the  automobile.  In 
larch,  for  example,  the  American  Petro- 
ium  institute  concluded  that  "there  is  a 
mch  higher  relationship  between  price 
nd  consumption  than  people  had  been 
lying  previously."  API's  figures  show 
lat  demand  for  gas  so  far  this  year  is  off 
.9%  from  1979  levels. 

If  Best  Western  is  right,  CEO  Hazard 
lay  well  be  able  to  deliver  on  the  pledge 
e  made  at  the  chain's  annual  meeting 
ist  October.  By  1990,  Hazard  said,  "Best 
/estern  will  be  doing  one-third  of  all  the 
idging  business  in  the  U.S.  The  lodging 
:aders  of  the  1960s  and  the  1970s  had 
etter  watch  out."  ■ 


If  you're  still  drinking  It's  because  you  haven't 
Canadian  &  soda...      tasted  gold  rum  &  soda. 


That's  the  reaction  that's  made 
Puerto  Rican  Gold  Rum  one  of  the 
fastest  growing  liquors  in  America 
today.  It's  the  smooth  alternative  to 
bourbons,  blends,  Canadians  — 
even  Scotch. 

Try  our  Gold  Rum  with  soda, 
ginger  ale,  or  on  the  rocks.  The 
first  sip  will  amaze  you.  The  second 
will  convert  you. 


Make  sure  the  rum  is  Puerto 
Rican.  The  people  of  Puerto  Rico 
have  been  making  rum  for  almost 
five  centuries.  Their  specialized 
skills  and  dedication  result  in  a  rum 
of  exceptional  taste  and  purity. 

No  wonder  over  85%  of  the  rum 
sold  in  this  country  comes 
from  Puerto  Rico. 


PUERTO  RKAfl  RUMS 


1 


d  taste. 


For  free  Light  Rums  of  Puerto  Rico'  recipes,  write:  Puerto  Rican  Rums 
Dept  FB-3, 1290  Avenue  of  the  Americas.  NY  NY  10019  ©1979  Commonwealth  of  Puerto  Rico 
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Tenneco  drilling  rig  in  the  Williston 
Basin,  where  the  Company  has 
made  six  oil  and  gas  discoveries 
during  the  past  year.  After  com- 
pletion of  each  well,  the  area  is 
restored. 


Another  Tenneco  Venture: 

The  Williston  Basin 


TENNECOi 


This  rugged  region  in  the 
Dakotas  and  Montana  is  frontier 
territory  again— for  energy 


The  Williston  Basin  is  a  geologic  area  in  the 
upper  Midwest,  about  two-thirds  the  size  of 
Texas — and  a  promising  source  of  oil  and 
natural  gas. 

Tenneco  has  a  $70  million  investment  in 
the  Williston  Basin  and  currently  holds  leases 
on  more  than  a  million  acres  there.  The  Com- 
pany discovered  six  new  oil  fields  in  the  Basin 
in  1979  alone;  along  with  earlier  finds,  they 
have  a  total  potential  of  more  than  8,000 
barrels  a  day.  And  Tenneco  pians  to  acceler- 
ate exploration  activity  in  the  area,  drilling 
more  wildcat  and  development  wells  during 
the  next  few  years. 

The  Basin  doesn't  give  up  its  riches  eas- 
ily. Most  finds  are  more  than  two  miles  deep 
and  drilling  is  made  more  difficult  by  the  re- 
mote location  and  the  bitter  winter  weather, 
with  temperatures  sinking  to  50  below. 

But  the  effort  is  worthwhile,  because 
every  barrel  of  oil  recovered  can  help  reduce 
the  billion  dollars  a  week  our  nation  is  now 
spending  on  imported  oil. 

As  part  of  our  effort  to  build  up  domestic 
energy  resources,  Tenneco  is  also  active  in  all 
other  major  energy-producing  areas  of  the 
United  States,  both  onshore  and  offshore.  We 
helped  develop  the  Yowlumne  Field  in  Cali- 
fornia, one  of  the  most  productive  oil  strikes  in 
the  state  in  the  last  decade.  Offshore,  we  are  a 
leading  producer  of  natural  gas  in  the  Gulf  of 
Mexico  and  have  discovered  oil  and  natural 


gas  in  the  Baltimore  Canyon  off  New  Jersey. 
We  also  drilled  the  first  test  wells  off  Georgia 
and  Florida.  Future  exploration  of  the  Atlantic 
Frontier  will  include  drilling  on  newly  acquired 
leases  in  the  George's  Bank  area  off  New 
England. 

Longer  range,  we're  partners  in  a  major 
oil-shale  recovery  project  in  Colorado  and  in  a 
Louisiana  project  to  recover  natural  gas  from 
saline  water  in  geopressurized  zones. 

We  are  making  progress  in  our  efforts  to 
bring  in  additional  natural  gas  from  Canada 
and  are  already  pipelining  gas  from  Mexico. 
In  addition,  we  are  participating  in  a  program 
to  build  the  nation's  first  commercial-scale 
plant  that  will  convert  coal  to  synthetic  natural 
gas,  and  are  working  to  import  liquefied 
natural  gas. 

These  are  giant  ventures  that  require  the 
expenditure  of  billions  of  dollars.  In  1980  alone 
we  have  budgeted  over  $1  billion  for  energy 
projects. 

Although  energy  makes  up  two-thirds  of 
Tenneco's  business,  we  continue  to  supply 
other  basic  needs,  like  food,  automotive  com- 
ponents, chemicals,  ships,  packaging,  farm 
and  construction  equipment,  and  insurance. 

That's  Tenneco  today:  growing  in  energy 
...and  more. 

For  more  information  on  Tenneco,  write  Box  F-2 , 
Tenneco  Inc.,  Houston  TX  77001. 


Even  under  the  Tories,  half  of  Britain's  TV 
channels  will  remain  advertising- free.  That 
suits  the  commercial  stations  just  fine. 


Keeping  the 
"Beeb"  pure 


By  Barbara  Ellis 
and  Lawrence  Minard 


Britain's  late  oil  and  publishing 
tycoon  Lord  Thomson  opened  his 
mouth  once  too  often  when  he 
called  Britain's  commercial  television 
franchises  "licenses  to  print  money."  It 
was  true,  of  course,  as  Thomson,  who 
controlled  a  franchise,  well  knew.  But 
businessmen  aren't  supposed  to  talk  that 
way,  and  his  frankness  ultimately  led  the 
British  government  to  slap  a  special  65% 
tax  on  TV  franchise  profits,  thus  bringing 
the  theoretical  tax  on  commercial  televi- 


sion profits  to  82.5% .  But  when  you  have 
a  license  to  print  money,  even  an  82.5% 
tax  isn't  prohibitive.  There  are  loop- 
holes, of  course.  So  commercial  TV  is  as 
profitable  in  Britain  as  in  the  U.S.,  de- 
spite the  tax.  For  example,  Axiglia  Televi- 
sion Group,  the  closest  thing  to  a  pure 
play  in  British  commercial  TV,  made 
36%  pretax  on  capital  last  year  and  17% 
aftertax. 

The  British  stations  have  an  advantage 
in  profitability  over  American  stations. 
There  are  several  channels  in  most  U.S. 
markets.  Not  so  in  Britain.  The  country 
is  divided  into  15  market  areas,  and  in 


Lord  Lew  Grade,  Britain's  best-known  showman  and  TV  entrepreneur 

Will  his  ATV  subsidiary  survive  a  challenge  for  its  lucrative  TV  franchise? 


each  one  a  single  licensee  has  exclusive 
rights  to  sell  ads  on  the  sole  commercial 
channel,  known  as  Independent  Televi- 
sion. The  exception  is  Greater  London, 
where  the  monopoly  is  split  between 
two  licensees,  one  with  exclusive  rights 
to  the  commercial  channel  on  weekdays 
and  the  other  on  weekends. 

Thus  there  are  only  three  channels 
serving  the  country's  55  million  popula- 
tion, and  two  of  those  are  closed  to  ad- 
vertising and  run  by  the  august  state- 
funded  British  Broadcasting  Corp. 

Just  to  make  sure  the  lucky  15  earn 
their  high  returns,  British  law  dictates 
that  advertisements  are  to  take  up  no 
more  than  7  minutes  per  programming 
hour  (vs.  16  minutes  per  hour  for  non- 
prime-time  U.S.  television).  The  object 
is  to  provide  viewers  with  programs 
rather  than  an  onslaught  of  advertising, 
but  the  end  result  is  to  create  an  artificial 
shortage  of  advertising  time  and  to  drive 
up  its  price.  Moreover,  Britain's  average 
broadcast  time  is  just  15.5  hours  daily,  vs. 
over  19  hours  throughout  the  U.S. 

As  Peter  Todd  of  London  ad  agency 
Davidson,  Pearce,  Berry  &  Spotiswoode 
puts  it:  "Average  peak-time  audience  for 
ITV  is  probably  around  30%  of  the  popu- 
lation. In  America,  10%  or  15%  would  be 
good  for  any  one  channel.  [ITV]  is  a  very 
attractive  advertising  medium."  Not  sur- 
prisingly, a  30-second  national  prime- 
time  spot  on  ITV  goes  for  nearly  $80,000, 
as  against  $140,000  for  a  comparable 
spot  on  a  U.S.  network.  Since  America's 
population  is  both  wealthier  and  nearly 
four  times  larger,  the  cost  per  thousand 
viewers  is  much  higher  in  Britain. 

Despite  its  libertarian  reputation,  Brit- 
ain's Conservative  government  has  just 
rejected  an  opportunity  to  open  up  the 
television  monopoly  to  competition. 
Starting  in  the  fall  of  1982,  Britain  will 
introduce  a  second  commercial  channel, 
ITV-2.  The  Independent  Broadcasting 
Authority,  Britain's  FCC,  will  award  the 
franchises  in  December.  But  the  monop- 
oly profits  are  not  endangered.  Why  not? 
Because  of  the  way  the  government 
plans  to  set  up  the  new  channel,  the 
same  15  companies  that  win  franchises 
on  the  older  ITV  channel  will  also  auto- 
matically win  the  franchises  for  the  new 
channel.  The  amount  of  air  time  for  sale 
will  be  nearly  doubled.  But  the  number  of 
sellers  will  remain  the  same. 

"The  [existingl  ITV  contractors  per- 
suaded the  government  that  their  invest- 
ments are  so  great  that  only  they  would 
be  best  equipped  to  deal  with  the  second 
channel,"  explains  a  disgruntled  Maurice 
Saatchi,  co-owner  of  London's  big  Saat- 
chi  &  Saatchi  agency,  which  master- 
minded Prime  Minister  Margaret 
Thatcher's  media  campaign  in  last  year's 
election.  "They  claimed  that  new  com- 
panies would  either  lose  lots  of  money  or 
reduce  the  quality  of  programming.  Now, 
most  advertising  people  think  there  is  no 


90 


FORBES,  APRIL  14,  1980 


Seville  Elegante  in  Canyon  Rock  and  Desert  Sand  Firemist. 


THE  BEAUTY  OF  BEING  FIRST 


It  begins  with  knowing  you're 
driving  a  car  that  is  truly  unique. 
That  looks  like  no  other  car. 
That's  Seville  for  the  80's. 

One  of  the  most  advanced  ever  built.  It's 
finding  out  first-hand  what  it  means  to 
drive  one  of  the  most  advanced  production 
cars  ever  built  anywhere.  The  traction  and 
roominess  of  front-wheel  drive.  The  superb 
ride  that  results  from  four-wheel  indepen- 
dent suspension.  The  confidence  of  four- 


wheel  disc  brakes.  The  convenience  of  elec- 
tronic cruise  control.  And  much,  much 
more. 

More  roominess  . . .  more  usable  trunk 
space.  It's  the  pleasure  in  discovering  that 
Seville  for  the  80's  has  considerably  more 
roominess  than  its  predecessor.  And  consid- 
erably more  usable  trunk  space. 

Comfort  with  convenience.  It's  selecting 
the  temperature  you  desire  with  digital 
accuracy.  Cadillac's  new  Electronic  Climate 


Control  lets  you  adjust  temperature  set- 
tings as  precise  as  one  degree.  Seville  also 
features  a  5.7  liter  electronic-fuel-injected 
engine.  Sevilles  are  equipped  with  GM-built 
engines  produced  by  various  divisions.  See 
your  Cadillac  dealer  for  details. 

A  new  American  standard  for  the  world. 

The  beauty  of  being  first.  It  awaits  you 
when  you  visit  your  Cadillac  dealer  to  buy 
or  lease  a  new  American  standard  for  the 
world.  Seville  for  the  80's. 


Puerto  Rico  offers  you  the  manufacturing, 
transport,  communication  facilities  you  need  for  expansion: 

•  Fast  start-up—  56  buildings  totaling  1J63703  sq.  ft.  ready  for  immediate 
occupancy,  many  at  $1.50  per  foot. 

•  Fifth  largest  port  for  container  shipping  in  the  world  —  35%  tonnage  increase 
in  the  last  two  years. 

•  Second  largest  public  utility  in  U.S.  Energy  capacity  has  steadily  increased 
to  4-2  million  kw  with  2.2  million  kw  capacity  in  reserve. 

•  Air  cargo  lift  totaled  186,180  tons  in  1978,  with  average  annual  growth  for  the 
last  four  years  of  19.4%.  Twenty-one  airlines  serve  world-wide  markets. 


Increased  industrial  output  means 
a  higher  standard  of  living  and  a  more  able  work  force: 

•  Manufacturing  employment  rose  to  156,700  jobs  as  of  October  1979. 

•  Upward  mobility:  Now  over  13,000  island-trained  middle  managers  and  top 
professional  executives. 

•  Manufacturing  payroll  increments  have  contributed  $337,000,000  annually 
to  other  sectors  of  the  economy. 

•  Advanced  training  programs  have  created  a  highly  skilled  work  force  capable 
of  producing  complex  products  like  computers,  pacemakers  and  other 
cardiovascular  equipment. 


Puerto  RicoJJlSA. 

The  ideal  second  home  for  American  Business. 

kk  rtnership  that  works. 

For  more  information!  Write  us  on  your  company  letterhead,  Puerto  Rico  Economic  Development  Administration, 
Dept.  FB-11,  1290  Avenue  of  the  Americas,  New  York,  New  York  10019.  Or  call  us,  toll  free  (800)  223-0699  ext.  228 

©  !980  Puerto  Rico  Economic  Development  Administration 
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LEARNING 
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hance  at  all  that  ITV-2  can  lose  money, 
ut  so  far  the  ITV  contractors  have  won 
iie  day."  Winning  a  franchise  is  no  sim- 
le  matter  of  outbidding  the  competi- 
lon.  You  have  to  convince  the  IBA  you 
an  outclass  rivals  in  program  quality 
nd  devotion  to  your  local  area.  That's 
my  companies  have  suddenly  stepped 
p  screenings  of  prestige  drama  and  mi- 
ority  interest  series  (e.g.,  "Gay  Life"), 
nd  why  chunks  of  that  precious  air  time 
ave  lately  been  promoting  the  compa- 
ies'  own  images. 

With  high  profitability  virtually  guar- 
nteed,  the  fighting  for  franchises  is  get- 
ing  very  dirty.  Stuart  Wilson,  42,  badly 
^ants  the  big  Midlands  license,  currently 
ontrolled  by  73-year-old  Lord  Lew 
trade's  Associated  Communications' 
TV  division  (Forbes,  May  I,  1977).  Wil- 
Dn  claims  he  has  already  lined  up  $60 
lillion  for  the  challenge,  and  is  doing 
mat  he  can  to  besmirch  Grade's  recent 
Revision  output.  Says  Wilson:  "Dear 
ord  Grade  is  endeavoring  to  emulate 
ouis  B.  Mayer,  making  big  movies,  and 

lot  of  the  verve  has  gone  out  of  [his] 
Revision  company." 

Short  of  investing  in  the  TV  company 
tocks,  can  Americans  hook  onto  this 
ravy  train?  Probably  not.  "Foreign"  [i.e 
on-EEC)  ownership  is  now  officially  ta- 
oo.  U.S.  producers  might  be  able  to  ex- 
ort  more  programs  once  ITV-2  is  on  the 


ondon's  Post  Office  communications  tower 
teaming  out  more  TV  commercials. 
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air,  but  the  government  will  probably 
protect  British  producers  by  limiting  for- 
eign-produced shows  to  14%  of  ITV-2's 
available  air  time.  This  rule  is  already  in 
effect  on  the  existing  ITV  channel. 

Meanwhile,  inflation  and  British  poli- 
tics have  finally  landed  a  financial  crisis 
on  the  government-funded  British 
Broadcasting  Corp.  Late  in  February, 
the  "Beeb's"  Director-General  Ian 
Trethowan  glumly  informed  his  28,000 
employees  that  the  BBC  must  slash  near- 
ly $300  million  from  the  budget  over  the 
next  two  years.  Some  1,500  workers  and 
5  of  the  BBC's  1 1  orchestras  will  be  elim- 
inated. So  will  televised  coverage  of  the 
200-year-old  Derby,  one  of  Britain's 
most  prestigious  horse  races. 

Suddenly,  letters  in  The  Times,  not  to 
mention  some  poorly  paid  BBC  staffers, 
are  asking:  Has  the  time  come  to  open 
the  service's  two  channels  to  commer- 
cial advertising? 

Currently,  the  BBC  is  financed 
through  an  annual  license  fee  that  18.5 
million  Britons  must  pay  for  their  sets. 
Set  by  politicians,  the  fee  is  around  $80  a 
year  for  a  color  set,  $27  for  black-and- 
white.  While  these  fees  are,  respectively, 
35%  and  20%  higher  than  they  were  a 
year  ago,  the  BBC  is  nonetheless  nearly 
$100  million  in  the  hole. 

Advertising  would  offer  a  painless,  if 
too  libertarian,  solution.  If  it  accepted 
just  20  minutes  of  prime-time  advertis- 
ing per  day,  the  BBC  could  generate  the 
same  $1.1  billion  annual  revenues  it  now 
gets  from  license  fees.  With  40  minutes 
of  ads  per  day  (about  what  Americans  are 
blitzed  with  in  just  three  hours),  the  BBC 
could  eliminate  the  license  fees  and  near- 
ly double  its  budget.  "We'd  be  very  happy 
to  see  the  BBC  take  commercials  be- 
cause it  would  allow  more  competition 
in  an  industry  that  is  now  a  monopoly," 
says  adman  Maurice  Saatchi. 

Such  thoughts  naturally  outrage  the 
capitalist  owners  of  Britain's  15  com- 
mercial TV  franchises.  Increase  competi- 
tion? Destroy  the  purity  of  the  BBC? 
Blasphemy!  And  the  monopoly  capital- 
ists seem  to  have  the  BBC  liberals  on 
their  side.  As  a  BBC  spokesman  icily  told 
Forbes:  "We  believe  our  editorial  inde- 
pendence is  best  served  by  not  having 
advertisers  as  our  paymasters.  We 
strongly  believe  that  competition  for  au- 
diences would  be  detrimental  to  the  qual- 
ity of  our  programming,  and  we  don't 
believe  our  license-fee-paying  public 
want  that."  But,  of  course,  nobody  sug- 
gests asking  the  public  whether  they 
would  prefer  submitting  to  commercials 
or  paying  fees — fees  that  can  only  in- 
crease with  each  passing  year. 

So  Britain  seems  stuck  with  a  system 
that  dooms  the  BBC  to  increasing  penu- 
ry and  commercial  TV  to  continued  mo- 
nopoly profits.  The  whole  system  is  nei- 
ther logical  nor  sensible,  but  it  is  oh  so 
very  British!  ■ 
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What  does  it  feel  like  to  pay  15%  interest  on  a 
loan  that  exceeds  your  net  worth?  Not  too 
bad,  says  McGraw-Edison  s  Ed  Williams,  pro- 
vided it  was  a  good  deal  in  the  first  place. 

Betting  on 
the  come 


By  Paul  Gibson 

Last  September  in  a  move  that 
took  almost  everyone  by  surprise, 
Elgin,  111. -based  McGraw-Edison 
Co.  bought  New  York's  Studebaker- 
Worthington,  Inc.  The  price:  $723  mil- 
lion, all  paid  in  cash  and  mostly  bor- 
rowed from  McGraw-Edison's  bankers. 
Barely  a  month  later,  Federal  Reserve 
Chairman  Paul  Volcker  made  the  first  of 
a  series  of  dramatic  moves  tightening 
credit — and  anyone  with  big,  short-term 
debts  was  in  deep  trouble.  So  there  was 
McGraw-Edison  sitting  with  bank  debt 
almost  equal  to  its  former  assets. 

At  a  stroke,  McGraw-Edison  Chair- 
man and  CEO  Edward  J.  Williams  had 
wiped  out  McGraw-Edison's  long-held 
reputation  for  financial  probity.  Over- 
night its  debt  soared  from  less  than  10% 
of  stockholders'  equity  to  170%. 
Moody's  and  Standard  &  Poor's  prompt- 
ly downgraded  McGraw-Edison's  deben- 
tures, while  investors  dropped  its  already 
depressed  stock  from  32  to  24.  The 
Street's  verdict  was  that  Williams  might 
have  done  better  in  last  summer's  final 
flurry  of  takeovers  to  let  McGraw-Edison 
be  acquired  rather  than  to  pay  a  premium 
for  Studebaker-Worthington's  stock. 

But  listen  to  Ed  Williams:  "I'll  be  very 
surprised  if  we  don't  make  other  acquisi- 
tions in  the  future."  You  mean  McGraw- 
Edison  isn't  choking?  That's  exactly 
what  he  means. 

The  early  evidence  is  that,  far  from 
being  ill-timed,  this  acquisition  is  al- 
ready benefiting  McGraw-Edison.  In 
1979's  fourth  quarter  its  earnings  bound- 
ed ahead  35%.  Without  Studebaker- 
Worthington  and  the  gain  on  the  sale  of 
assets  S-W's  presence  encouraged,  says 
Kidder,  Peabody  analyst  H.P.  Smith, 
they  would  have  been  up  by  barely  1%. 
In  three  years'  time  McGraw-Edison 
could  well  double  its  earnings.  Far  from 
choking,  Williams  is  savoring  the  meal 
of  his  life. 
With  his  slow  drawl  and  ruddy-com- 


plexioned  full  face,  Williams,  57,  has  the 
bucolic  manner  of  a  midwestern  farmer. 
When  he  talks  at  length  about  all  of 
McGraw-Edison's  many  parts,  he  comes 
on  like  a  prairie  wind:  monotonous,  but 
don't  be  lulled  into  ignoring  it.  This  soft- 
spoken,  mild-mannered  man  is  decep- 
tive. At  heart,  he  is  a  bold  buccaneer.  A 
couple  of  years  ago,  Williams  helped  fi- 
nance a  Caribbean  treasure  hunt  that 
turned  up  the  Concepcio'n,  a  Spanish  gal- 


McGraiv-Edison's  Powers  ( left )  and  Williams 
After  Edison,  asset  stripping. 


leon,  whose  rediscovered  hoard  of  gold 
coins  and  other  valuables  is  thought  to  be 
worth  at  least  SI 50  million  to  finders  at 
today's  prices.  A  man  like  this  believes 
in  his  stars  and  isn't  throv/n  off  by  what 
has  happened  to  interest  rates. 

Williams  knows  a  doubloon  when  he 
sees  one  and  knows  where  to  look  for 
them,  too.  He  sees  plenty  of  treasure 
buried  in  the  balance  sheets  of  his  own 
company  and  S-W's.  "I  like  to  take  the 
business  apart  piece  by  piece,"  he  says. 
"To  identify  the  weak  areas  and  face  the 
problems  by  injecting  capital  where  it's 
needed."  The  words  are  bland  and  com- 
monplace. But  the  bankers  who  backed 
Williams'  takeover  know  there  is  sub- 
stance behind  those  phrases. 

It  took  a  12-bank  consortium  led  by 
Chicago's  Continental  Illinois  only  three 
hours  to  approve  a  S750  million  credit 
line  for  McGraw-Edison.  "Even  Derald 
Ruttenberg  [Studebaker's  former  chair- 
man and  a  noted  borrower]  had  won- 


dered if  we  could  raise  the  takeover  mon- 
ey," chuckles  Williams.  Of  course,  the  ' 
banks  took  their  pound  of  flesh,  charging 
107%  of  the  prime  rate. 

Once  armed  with  cash,  Williams  went 
into  action.  He  sold  (for  S70  million) 
McGraw's  low-profit  kitchen  and  laun- 
dry appliance  businesses  in  the  U.S.  to 
Raytheon,  which  manufactures  the 
Amana  and  Caloric  labels.  Then  Wil- 
liams found  a  buyer  for  large-appliance 
operations  in  Canada  and  began  arrang- 
ing for  leveraged  buyouts  by  manage- 
ment at  other  McGraw-Edison  appliance 
and  equipment  divisions.  At  Studebaker- 
Worthington,  Williams  sold  off  some  un- 
wanted land  plus  a  compressed-air  oper- 
ation and  some  plants  making  electric 
machinery.  There  is  more  to  come. 

Before  1980  ends,  Williams  hopes  to 
garner  close  to  $300  million — nearly  half 
the  purchase  price  of  S-W.  Also, 
McGraw-Edison  picked  up  close  to  $100 
million  cash  that  was  sitting  in  Stude- 
baker-Worthington's treasury,  the  left- 
over proceeds  from  a  1978  debenture  of- 
fering. The  businesses  being  sold  should 
fetch  close  to  book  value.  McGraw-Edi- 
son isn't  anticipating  any  huge  writeoffs; 
its  reserves  for  possible  losses  are  a  mod- 
est S6  million  or  so. 

As  the  money  pours  in,  Williams  for- 
wards it  directly  to  the  banks;  McGraw- 
Edison's  bank  debt  has  dropped  from  a 
peak  S865  million  in  the  third  quarter  to 
$550  million  by  year-end.  At  the  same 
time,  Williams  has  aggressively  restruc- 
tured much  of  the  debt  that  is  left.  He 
has  refinanced  some  S350  million  in  the 
Eurodollar  market  at  an  average  14'/2% 
and  is  raising  $200  million  from  a  group 
of  insurance  companies  in  20-year  notes 
at  ll3/4%.  Expensive?  Yes,  but  with  a 
cash  flow  of  S140  million  Williams  can 
manage  it. 

Williams  knows  he  is  in  a  race  against 
the  clock.  He  has  set  a  tight  two-year 
schedule  for  completing  the  digestion  of 
Studebaker-Worthington.  Boldly  he  pre- 
dicts there  will  be  no  need  for  further 
financial  rearrangements  and  that  by  late 
1981  McGraw-Edison  will  be  carrying 
only  $370  million  in  debt.  If  he  is  right, 
that  should  be  close  to  60%  of  equity — a 
high  but  tolerable  ratio  since,  as  Wil- 
liams frequently  reminds  his  bankers, 
his  company  will  have  doubled  in  size 
even  after  all  the  asset  sales. 

Williams  is  the  first  to  admit  that  ev- 
erything hasn't  worked  without  a  hitch. 
"We  certainly  didn't  anticipate  the 
prime  rate  would  go  to  19%,"  he  con- 
cedes. Williams  reckoned  on  borrowing 
at  around  10% ;  he  will  be  lucky  to  scrape 
by  under  a  15%  average  cost  of  funds. 
The  difference  hurts.  In  1979's  fourth 
quarter  alone,  McGraw-Edison  paid  out 
in  interest  expense  six  times  as  much  as 
it  did  in  all  of  1978.  For  this  year,  reckon 
around  S80  million.  That's  almost  S5  a 
share,  somewhat  more  than  McGraw- 
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successful  venture  in  hunting  for  Spanish 
treasure.  "It  is  kinda  fascinating,"  he  re- 
flects, "to  hold  a  coin  in  your  hands  that 
is  340  years  old  and  know  no  one  has 
touched  it  during  the  intervening  years 
except  for  your  crew." 

You  can't  help  thinking:  Williams' 
treasure  hunt  and  his  approach  to  busi- 
ness aren't  that  far  apart:  Stripping  bar- 
nacles off  two  hulks  like  McGraw-Edison 
and  Studebaker-Worthington  could  yield 
treasure  like  the  16th-century  Spaniards 
dreamed  about.  ■ 


The  only  investment  philosophy  Endowment 
Management  &  Research  hadn't  tried  was  the 
eclectic  approach.  It's  working  beautifully 

New  broom  at 
fad  city 


Edison  is  likely  to  net  in  1980. 

Also  there  were  other  problems.  The 
leveraged  buyouts  have  run  into  credit 
snags.  In  early  1979  there  were  unexpect- 
ed writeoffs  in  Studebaker-Worthing- 
ton's  process  division,  which  had  booked 
orders  at  below  costs.  Another  S-W  ven- 
ture, Onan,  whose  generators  go  into 
mobile  homes,  is  in  an  earnings  bind. 

Still,  in  a  merger  of  this  size  you  must 
expect  setbacks,  and  what's  remarkable 
is  how  few  there  were.  It  helped  that 
Derald  Ruttenberg,  who  spent  much  of 
the  1960s  putting  Studebaker-Worthing- 
ton together,  was  occupied  in  the  late 
1970s  in  stripping  it  apart;  in  five  years 
he  disposed  of  some  15  businesses,  in- 
cluding STP,  the  oil  additive  producer. 
The  worst  misfits  had  already  gone. 

However,  in  penetrating  Studebaker- 
Worthington's  labyrinthine  structure, 
Williams  had  a  singular  advantage.  He 
was  blessed  with  an  expert  guide  in  O.E. 
(Odey)  Powers,  who  had  become 
McGraw-Edison 's  president  in  January  of 
1979.  Powers,  now  51,  had  spent  the 
previous  five  years  at  Studebaker-Worth- 
ington, ending  up  in  charge  of  its  turbine 
and  compressor  operations.  His  arrival  at 
McGraw-Edison  was  pure  coincidence, 
but  feeling  that  his  old  boss,  Ruttenberg, 
might  listen  to  offers,  he  lost  no  time  in 
urging  his  new  boss  to  put  in  a  bid.  For 
Ruttenberg,  accepting  wasn't  difficult. 
He  made  a  $6  million  paper  profit  on  his 
stock  options,  while  receiving  a  juicy 
five-year  consulting  contract  and  a  seat 
on  McGraw-Edison's  board. 

Now  the  tricky  part  begins. 

"Our  biggest  challenge,"  acknowl- 
edges Williams,  "will  be  to  build  a  more 
cohesive  company  that  is  better  under- 
stood by  the  investing  public.  This  is  a 
new  company.  It's  got  to  be." 

McGraw-Edison  traces  its  origins  back 
to  the  turn  of  the  century  when  youthful 
entrepreneur  Max  McGraw  landed  a  con- 
tract to  rewire  the  Sioux  City  (Iowa)  Pea- 
vey  Grand  Opera  House.  McGraw  ran 
the  company  until  1960,  relying  less  on 
internal  development  for  growth  than  on 
randomly  chosen  acquisitions;  Edison 
Electric,  founded  by  the  inventor  in 
1870,  was  just  one  of  some  50  compa- 
nies, each  making  a  different  product, 
that  had  joined  this  early  conglomerate. 

Until  Williams'  arrival  in  1972,  man- 
agement had  favored  a  leave-'em-alone, 
hands-off  style.  That  quickly  changed.  A 
numbers  man,  a  certified  public  accoun- 
tant by  training,  Williams  had  a  stint 
with  Price  Waterhouse  before  holding 
high-level  jobs  at  both  GAF  Corp.  and 
Joseph  Schlitz.  "What  I  inherited  was  a 
federation  of  loosely  knit  companies," 
recalls  Williams.  "You  could  hardly  get 
your  arms  around  this  company;  it  was 
so  complex." 

In  buying  Studebaker-Worthington 
he's  gotten  himself  another  equally  com- 
plex, loose-knit  federation. 


His  goal  is  to  integrate  the  S-W  parts 
with  each  other  just  as  he  did  with 
McGraw-Edison's.  As  models,  he's  taken 
two  of  the.  toughest:  Emerson  Electric 
and  General  Electric,  where  returns  on 
equity  run  at  20%— half  again  as  high  as" 
McGraw-Edison  achieved  in  the  past.  If 
Williams  can  match  that,  McGraw-Edi- 
son, which  earned  $4.44  a  share  last  year, 
could  net  as  much  as  $8  a  share  in  1983 
or  1984. 

Ed  Williams  stops  talking  about  his 
company  for  long  enough  to  dwell  on  his 


The  Money  Men 


Some  years  you  just  can't  win.  Take 
John  McGinnis,  for  example.  One  year 
ago  he  takes  over  as  chief  investment 
officer  at  Boston's  $1.3  billion  Endow- 
ment Management  &.  Research.  At  year- 
end  he  turns  in  a  superb  29.2%  increase 
on  equity  accounts — better  than  90%  of 
the  big-league  money  managers  in  the 
country.  So  what  happens-  During  the 
year,  six  big  corporate  pension  funds— 
AMF,  Bendix,  Conoco,  Pennzoil,  Pfizer 
and  Tenneco — yank  their  money  out  of 
EMR.  Only  National  Investment  Ser- 
vices of  America  out  in  Milwaukee,  run 
by  Bill  Johnson,  a  specialist  in  market- 
timing,  lost  more  accounts. 

Now  this  is  no  way  to  treat  a  perfectly 
proper  veteran  of  27  years  with  New 
York's  Morgan  Guaranty.  But  is  McGin- 
nis complaining?  No,  indeed.  He's  happy 
there  wasn't  a  full-scale  panic  among  the 
38  EMR  clients  that  remained.  "I  can 
well  understand  why  people  left  us,"  he 
says.  "We're  quite  grateful  that  the  peo- 
ple who  stayed  could  see  our  strengths." 

Talk  to  the  pension  fund  managers 
who  pulled  out  of  EMR  and  you  begin  to 
see  what  McGinnis  means.  "There's 
nothing  wrong  with  a  firm  changing  its 
long-term  investment  philosophy  as  the 
market  changes,"  says  one.  "But  I  don't 
know  if  EMR  even  bad  an  investment 


philosophy!  They  were  always  playing 
catch-up  ball  in  that  respect,  which  is 
dangerous.  Plus  there  was  a  very  high 
turnover  in  personnel." 

Says  another:  "We  hired  them  as  de- 
fensive yield  managers — to  buy  value 
stocks  with  a  yield  that's  a  bit  higher 
than  market.  But  now  their  philosophy 
could  be  characterized  more  along  the 
lines  of  'stock  picking' — a  type  of  rotat- 
ing emphasis,  anticipatmg-trends-in- 
the-market  type  of  thing.  Besides,  every- 
one we  had  known  who  was  originally 
associated  with  the  firm  has  left." 

Even  less  charitable  assessments  of 
EMR's  track  record  can  be  found  in  abun- 
dance. Mentioning  the  name  Endow- 
ment Management  &.  Research  to  some 
Yale  man,  for  example,  is  even  more 
dangerous  than  heaping  praise  on  Har- 
vard's gridiron  prospects.  A  look  of  apo- 
plectic rage  will  come  over  his  face  as  the 
words  Omega  Fund  form  on  his  lips. 
That's  the  little  go-go  mutual  fund  that 
attracted  a  number  of  Yale  alumni  after 
its  founding  in  1968.  True  to  its  name, 
Omega  proceeded  to  come  in  last,  under- 
performing  the  S&P's  500  by  wide  mar- 
gins for  the  next  nine  years.  Since  EMR 
had  been  formed  in  1967  with  the  prima- 
ry purpose  of  managing  the  entire  Yale 
endowment,  Omega-burned  alumni  un- 
derstandably leaped  to  infuriating  con- 
clusions about  what  must  be  happening 
to  Old  Eli's  nest  egg.  Lost  in  the  shuffle 
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OYOTA 


With  the  Ceiica  Supra,  you  can 
enjoy  sporty  performance  in  richly 
deserved  comfort. 

As  prominent  automotive  critic 
Wade  Hoyt  wrote,  "The  Toyota  Ceiica 
Supra  is  proof  that  a  sports  car  need 
not  look  or  ride  like  a  packing  box  on 
roller  skates." 

He  praised  the  2  6  liter  6-cylin- 
der  engine  and  Supra's  Bosch- 
designed  fuel  injection  system  "that 
provides  easy  start-ups  and 
stumble-free  acceleration  through  all 
kinds  of  weather." 


Power  assisted  disc  brakes  on 
all  four  wheels,  and  manual  5-speed 
overdrive  transmission,  which  are 
all  standard.contribute  to  Supra's 
responsiveness. 

Hoyt  added, "The  piece  de  resist- 
ance is  the  optional  automatic  trans- 
mission with  four  forward  speeds, 
rather  than  the  usual  three.  It  is  the 
latest  and  the  best  in  a  new  genera- 
tion of  'smart'  automatics  that  no  car 
enthusiast  need  be  ashamed  of  ." 

With  pleasurable  power  comes 
powerful  pleasures.  And  the  list  of 


standards  is  incredible.  Like  power 
steering,  air-conditioning,  tilt  steer- 
ing wheel,  AM/FM/MPX  four  speaker 
stereo,  a  six  way  adjustable  driver's 
seatand  an  extendable  map  light. 

While  everything  from  quartz 
halogen  high  beam  headlamps  to 
a  time  delay  illuminated  entry  are 
standard,  you  may  wish  to  indulge 
in  cruise  control,  or  even  the  luxury 
of  glove  leather  seats! 

TheToyota  Ceiica  Supra.  It's  a 
powerful  pleasure  that  has  grown 
up  for  the  likes  of  you. 


THE  CELICA  SUPRA. 
THE  SPORTS  CAR  HAS  GROWN  UP 


was  the  fact  that  it  was  rampant  over- 
spending by  the  university  administra- 
tion of  Kingman  Brewster — not  EMR's 
portfolio  management — which  clipped 
the  Yale  endowment.  The  endowment's 
performance  under  EMR's  direction  gen- 
erally tracked  the  S&P's  500  for  the  peri- 
od, a  most  creditable  performance. 

Nevertheless,  right  from  the  outset 
flak  burst  in  the  Franklin  Street  office  of 
EMR  founder  Roland  Grimm,  a  Yale  man 
from  the  rolling  farmland  of  New  Paltz, 
N.Y.  An  aloof,  somewhat  melancholy  in- 
dividual who  had  married  a  Boston  Brah- 
min (the  former  Lucy  Lowell),  Grimm 
had  compiled  an  enviable  track  record  at 
Fidelity  Group,  where  he  worked  piri- 
stnpe  to  pinstripe  with  Gerry  Tsai.  The 
market  turned  decisively  against  his  ag- 
gressive approach  in  1969,  but  Grimm 
clung  tenaciously  to  growth  stocks  for 
another  four  or  five  years  waiting  for  a 
recovery  that  didn't  materialize. 

By  1972  Yale  was  becoming  nervous 
having  all  its  eggs  in  one  basket,  even 
though  EMR's  aggressive  investment 
philosophy  was  just  what  the  Ford  Foun- 
dation seemed  to  be  recommending  for 
university  endowments  in  their  ill-ad- 
vised mid-Sixties  report.  So  in  1973  the 
university  diversified  its  then  S450  mil- 
lion endowment  among  EMR  and  three 
other  managers,  and  Grimm  hired  a 
crack  marketing  man  to  bring  in  more 
corporate  pension  fund  business.  He  was 
Stanford  Calderwood,  a  strong-willed  for- 
mer executive  vice  president  of  Polaroid. 
Calderwood  was  quite  effective  in  get- 
ting EMR  major  new  corporate  business. 
The  trouble  was,  EMR  put  most  of  it  into 
high-yielding  cyclical  stocks  just  when 
they  were  at  their  peaks.  In  1975,  as  Wall 
Street  embarked  on  one  of  the  sharpest 
rallies  in  its  history,  Calderwood  and 
Grimm  stayed  heavily  on  the  sidelines 
with  large  cash  reserves.  By  1976  Calder- 
wood had  persuaded  Grimm  that  salva- 
tion lay  in  computerized  Modem  Portfo- 
lio Theory,  which  EMR  practiced  reli- 
giously for  the  next  two  and  a  half 
years — with  mediocre  results.  By  this 
time  personnel  turnover  was  soaring.  Ac- 
counts went  through  three  or  four  man- 
agers in  the  space  of  two  years.  In  1978 
Grimm  turned  in  desperation  to  Bill 
Grant,  a  former  president  of  Smith  Bar- 
ney. Just  as  Grant  was  beginning  to  re- 
store confidence  at  EMR,  however,  he 
was  forced  to  resign  for  personal  reasons. 

That  was  it.  Roland  Grimm  couldn't 
take  any  more  punishment.  One  year 
ago,  at  the  age  . of  52,  he  sold  his  half- 
interest  in  EMR  to  Britain's  oldest  mer- 
chant bank,  Baring  Brothers,  and  a  team 
of  20  U.S.  investors  headed  by  Jack  Are- 
na, an  ex-Treasury  economist  who  had 
joined  EMR  in  1976,  and  John  McGinnis, 
who  had  most  recently  been  managing 
large  Mideast  government  accounts  at 
Morgan.  Yale,  which  owned  the  other 
half  of  EMR,  followed  suit. 


Enter  affable  John  McGinnis,  55, 
bursting  with  confidence.  "It  sounds  im- 
modest," he  says,  "but  I've  always  been 
very  good  at  whatever  I  did.  I  like  to  be  in 
charge  and  at  EMR  I  am  in  charge."  His 
investment  philosophy?  What  would  you 
expect  from  a  money  management  firm 
that's  tried  every  philosophical  fad  going 
for  the  past  13  years?  The  only  thing  left 
to  try  is  a  little  of  everything.  McGinnis 
calls  his  approach  "eclectic."  "We  have 
elements  of  market  timing  and  elements 
of  top-down,"  he  says.  "We  believe  in 
Modern  Portfolio  Theory  but  our  ap- 
proach is  impure.  We  even  use  technical 
analysis,  which  I  used  to  think  was  bal- 
derdash. Look,  I  just  can't  believe  that 
prudent  men  would  put  all  their  money 
in  growth  stocks  all  the  time,  or  asset- 
value  stocks  all  the  time,  or  high-yield 


John  McGinnis  of  Endowment  Management 
"I've  always  been  good  at  what  I  did." 


stocks  all  the  time.  Some  of  these  fellows 
in  the  investment  field  just  know  every- 
thing. They've  got  one  point  of  view  and 
that's  it.  But  most  of  these  hotshots 
eventually  get  their  comeuppance." 

Translation:  McGinnis  is  another 
born-again  Graham  &  Dodder,  or  "stock 
picker,"  to  use  the  current  money-manic 
buzzword.  Mainly  he  follows  the  urgings 
of  old-fashioned  fundamental  analysis — 
that  darling  of  the  undervalued  stock 
market.  But  he's  been  around  too  long 
not  to  keep  a  weather  eye  on  all  the  other 
games  in  town,  too — just  in  case. 

What  McGinnis  and  Arena  actually  did 
at  EMR  that  worked  so  well  last  year  was 
fairly  routine.  For  openers  they  hired  an 
oil  analyst.  "Everybody  measures  your 
performance  against  the  S&P's  500," 
says  McGinnis,  "and  roughly  25%  of  the 
S&P's  500  growth  is  oil  stocks.  So  you 
ought  to  have  at  least  25%  oil  stocks  in 
your  portfolio,  maybe  more.  When  I 
came  here  we  had  under  10%."  Well, 
better  late  than  never. 

Next,  McGinnis  axed  some  under- 
achievers,  like  AT&T,  from  the  old  "top- 


down"  days.  Then  they  concentrated 
their  bets.  "The  top  ten  stocks  of  EMR 
constitute  30%  of  our  holdings,"  says 
Arena.  "The  top  twenty  is  50%."  Rather 
aggressive?  "We  hope  so,"  McGinnis 
shoots  back.  "We  think  it's  time  to  be 
aggressive." 

McGinnis'  top  twenty?  "General  Dy- 
namics, Honeywell,  Boeing  .  .  .  some  of 
the  companies  like  Mesa  Petroleum, 
Hughes  Tool,  Central  Louisiana  Electric, 
Control  Data  .  .  .  and  then  some  that  are 
just  undervalued  stocks  like  Esmark, 
which  has  a  petroleum  subsidiary,  and 
Loews  Corp.,  with  an  insurance  com- 
pany we  think  is  undervalued." 

Ask  John  McGinnis  about  his  mis- 
takes and  you  get  an  inkling  of  why  he's 
so  eclectic.  "We  had  some  finance 
stocks — savings  and  loans — and  airline 
stocks  in  larger  degrees,  both  of  which 
we  reduced  substantially,"  he  says.  "We 
made  the  mistake  of  paying  too  much 
attention  to  price  and  changes  within 
the  industry — far  better  airline  manage- 
ment— and  not  enough  to  exogenous  fac- 
tors such  as  how  seriously  they  would  be 
impacted  by  the  price  of  oil.  Now  here 
the  market  timers,  who  did  very  poorly 
because  they  concentrated  just  on  their 
one-dimension  approach,  were  right  in 
perceiving,  more  so  than  we  did  anyway, 
the  problems  of  inflation.  We  underesti- 
mated those.  But  then  the  market  timers 
perhaps  did  not  look  as  closely  as  we  did 
at  the  values  of  the  stocks." 

In  the  future,  McGinnis  hopes  EMR 
will  be  able  to  invest  far  more  heavily  in 
high-technology  stocks — his  old  special- 
ty. Between  10%  and  15%  of  EMR's 
assets  are  in  cash  now,  waiting  on  the 
sidelines  for  lower  multiples.  "One  of  the 
areas  where  the  U.S.  is  clearly  a  leader  is 
the  Hewlett-Packard,  Intel,  Beckman  In- 
struments type  of  companies,"  he  says. 
"But  I  have  a  great  fear  of  heights — high 
multiples,  that  is.  So  what  we're  trying 
to  do  here  is  acquaint  all  our  account 
managers  with  the  best  companies  in 
high  technology:  Hewlett-Packard,  Data- 
point,  Cray  Research — which  would 
have  to  be  a  particular  favorite  of  mine — 
and  Intel,  so  that  when  one  of  them  has  a 
bad  quarter  we  can  move.  What  I  would 
really  like  to  do  is  have  a  special  fund  for 
small  high-technology  companies,  which 
each  of  our  pension  funds  would  own  a 
unit  in,  so  they  get  diversification.  Then 
I  wouldn't  have  to  sell  Cray  out,  if  it  has  a 
bad  quarter.  It's  an  excellent  company." 

Was  EMR's  impressive  29.2%  perfor- 
mance last  year  just  a  flash  in  the  pan? 
McGinnis  points  to  his  January  and  Feb- 
ruary7 numbers,  when  EMR  equity  funds 
were  up  another  6.2%  That  would  mean 
an  even  better  gain,  36%,  for  the  year  if 
he  can  maintain  it.  "I  don't  think  1979 
was  a  flash  in  the  pan,"  he  says.  "Be- 
cause we're  not  people  who  really  think 
we  know  everything." 

Call  it  the  New  Modesty.—  Geoffrey- Smith 
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Many  people  buy  Raytheon  appliances  without  even  knowing  it. 


W  hen  u  comes  to  appliances.  Raytheon  isn't 
exactly  a  household  word  in  America.  Yet 
millions  of  householders  use  Raytheon 
appliances  ever)  day. 

There's  a  simple  explanation  for  this 
paradox.  Raytheon  is  the  parent  company  of 
five  different  appliance  firms  whose  names  are, 
indeed,  household  w  ords.  Names  like  Amana. 
Calorie.  Glemvood.  Modern  Maid.  Speed  Queen. 
Raytheon,  in  fact,  now  ranks  among  the  five 
largest  major  appliance  manufacturers  in 
the  country. 


As  part  of  Raytheon,  each  company  can 
draw  on  a  broad  range  of  technical  skills  to 
develop  new  and  improved  products. 

Sometimes  the  results  are  dramatic.  In 
1967,  for  example.  Raytheon  and  Amana  joined 
forces  to  introduce  the  first  1 15-volt  countertop 
microwave  oven  for  the  home.  That  first 
Radarange  oven  revolutionized  home  cooking 
and  marked  the  beginning  of  a  w  hole  new 
industry.  Amana  and  Raytheon  continue  work- 
ing together  to  develop  new  models,  new 
features,  and  new  accessories  to  make 


microwave  cooking  even  better  and  more 
convenient.  Little  wonder,  then,  that  Amanaisthe 
country's  leading  producer  of  microwave  ovens. 

Recently,  Raytheon  and  Caloric  engineers 
developed  the  remarkable  Mb  range  that  cooks 
w  ith  lull  power  microwave  energy  or  conventional 
electricity— or  both  -  in  a  single  oven.  And 
Caloric  is  now  introducing  a  new  range  that 
combines  microwave  and  gas  cooking. 

It's  easy  to  see,  then,  that  Raytheon's 
partnership  with  its  appliance  companies  serves 
the  best  interests  of  both  the  customer,  who 


gets  high-quality,  innovative  products,  and  the 
individual  company,  which  benefits  fr<  >m 
greater  research  and  financial  resources. 
Raytheon. ..a  $4.3  billion  company  in 

electronics,  aviation,  appliances,  energy,  con- 
struction, and  publishing.  For  a  cop\  ol  our 
Annual  Report,  please  write  Raytheon  Company, 
141  Spring  Street,  Lexington,  MA  02173. 


How  do  you  get 
the  whole  picture  when 
you're  researching 
conglomerates? 

Merrill  Lynch  says, 
piece  bypiece. 


Understanding  conglomer- 
ates would  be  a  snap  if  the  whole 
equaled  the  sum  of  its  parts. 
Then  balance  sheet  research 
might  tell  you  all  you'd  need  to 
know  about  them. 

But  conglomerates  are  far 
more  complex  than  that.  So 
Merrill  Lynch  developed  a  bet- 
ter way  to  look  at  them:  in 
depth,  piece  by  piece,  division  by 
separate  division. 

Carol  Neves,  our  chief 
conglomerate-watcher,  works 
with  Merrill  Lynch  specialists 
in  everything  from  avionics  to 
insurance.  These  specialists  some- 
times travel  with  her  to  study  the 
conglomerates'  divisions  and 
research  each  one. 

Result:  we  get  the  whole  pic- 
ture, as  well  as  the  view  from  the 
chief  executives  desk. 

Now,  the  unique  thing  about 
this  system  isn't  just  the  idea  of 


A  breed  apart. 

doing  it;  it's  that  Merrill  Lynch 
has  the  depth  of  talent  necessary 
to  make  it  work.  We  have  130 
research  specialists,  nearly  three 
times  as  many  as  anyone  else. 
And  in  quality,  too,  Merrill 
Lynch's  researchers  are  a  breed 
apart.  In  1979,  they  earned  40 
places  on  the  prestigious  Institu- 
tional Investor  All-America 
research  team,  17  more  than  the 
second-best  firm. 

The  depth  of  research  means 


not  only  a  remarkably  perceptive 
view  of  conglomerates;  it  also 
means  broad  coverage  of  all 
kinds  of  companies.  We  follow 
over  1200  of  them,  considerably 
more  than  any  other  firm. 

We'd  like  you  to  look  over 
our  reports,  and  evaluate  our 
opinions,  on  whatever  type  of 
industry  interests  you.  Stocks,  by 
and  large,  are  the  most  under- 
valued 'collectibles"  around,  and 
you  may  find  an  opportunity  or 
two  your  analyst  has  overlooked. 

For  starters,  visit  your  local 
Merrill  Lynch  office  and  ask  for 
a  copy  of  the  current  "Weekly 
Research  Highlights'.' 

Or  call  800-223-1910  and 
we'll  be  happy  to  send  you  a 
copy.  (In  New  York  State,  call 
800-522-5605.) 

After  that... who  knows  what 
you  might  learn. 

Merrill  Lynch 
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1980  Annual  Banking  Survey 


The  politicians  have  left  inflation-fighting  to 
he  Federal  Reserve.  That  may  be  good  news 
or  the  country  but  it's  bad  news  for  the  banks. 


But  from  whom 
can  your  friendly 
banker  borrow? 


On  March  17,  John  G.  Medlin  Jr., 
president  and  CEO  of  Wachovia 
Corp.,  boarded  a  plane  in  the 
:hilly  dawn  of  Winston-Salem,  N.C.  and 
lew  off  to  Washington  to  join  50  fellow 
>ank  chief  executives  from  around  the 
:ountry  to  hear  Paul  A.  Volcker  lay  down 
he  law.  The  Fed  was  lowering  the  boom 
>n  credit  expansion  with  an  array  of 
tainful  weapons — additional  reserve  re- 
tirements, penalty  discount  rates  and 
cads  more  rules  applying  to  all  lenders. 

But  when  Medlin  got  back  to  his  North 
Carolina  offices  at  3:30  that  day,  he 
vasn't  the  least  bit  uneasy.  Wachovia 
las  always  played  a  conservative  game, 
fhat  characteristic  helped  the  holding 
ompany  emerge  unscathed  from  the 
974-75  bank  credit  disaster  and  it  would 
•ring  peace  of  mind  again  in  1980.  Of  its 
13.8  billion  in  deposits,  Wachovia  sits  on 
1800  million  in  low-cost  passbook  sav- 
ngs  accounts,  another  $600  million  in 


savings  certificates  and  $1.2  billion  in 
interest-free  demand  deposits.  "A  strong 
core  deposit  base,"  remarks  Medlin  with 
pride.  "That's  the  kind  of  thing  that  car- 
ries you  through  the  easy  times  as  well  as 
the  tough  times." 

Most  banks  aren't  so  lucky.  At  the 
beginning  of  1980,  Morgan  Stanley  & 
Co.  bank  stock  analyst  Arthur  P.  Soter 
was  projecting  an  8% -to- 10%  increase  in 
bank  holding  company  earnings,  on  the 
expectation  that  short-term  rates  would 
peak  before  the  end  of  the  first  quarter. 
But  now,  with  interest  rates  rising  in- 
stead of  peaking,  Soter  has  changed  his 
earnings  projections.  He  now  looks  for, 
at  best,  a  slight,  3%-to-7%  increase  in 
bank  earnings — at  best  because  he  as- 
sumes continued  high  interest  rates  will 
not  decline  until  about  midyear.  If  they 
stay  high  after  June,  however,  Soter  can 
see  a  flattening  in  bank  earnings  this 
year,  something  that  hasn't  happened 


since    the    end    of    World    War  II. 

Soter  is  looking  for  credit  losses,  of 
course,  but  this  isn't  the  whole  problem. 
The  banks  are  being  badly  squeezed  in 
their  traditional  role  as  middlemen. 
Bankers,  essentially,  borrow  money  from 
the  public  and  lend  it  out  at  a  profit.  The 
idea  is  to  borrow  cheap  and  lend  dear. 
Only  now  the  process  is  reversed:  They 
are  having  to  borrow  dear  while  large 
parts  of  their  loan  and  investment  port- 
folios are  locked  in  at  much  lower  rates. 
How  can  you  make  out  if  you  are  frozen 
into  consumer  loans  at,  say,  12%  but  you 
have  a  cost  of  22%  raising  funds  in  the 
money  market?  Little  wonder  the  banks 
raise  the  prime  rate  on  new  and  renewal 
loans  as  fast  as  they  can. 

The  problem  is  made  worse  by  the 
changed  nature  of  banking.  When  banks 
were  chiefly  short-term  lenders,  rolling 
over  their  typical  business  loan  every  90 
days,  they  could  quickly  adjust  the  price 
of  money  to  the  cost  of  money.  In  those 
days  a  major  part  of  their  liabilities  was 
represented  by  demand  deposits — which 
were,  in  effect,  virtually  cost-free  money. 
But  demand  deposits,  except  where  re- 
quired as  compensating  balances,  are  a 
vanishing  institution — no  more  free 
money  for  the  banks.  The  nature  of  bank 
loans  has  changed,  too. 

Today,  larger  portions  of  banks'  port- 
folios contain  medium-term  loans  and 
even  long-term  mortgages  and  securi- 
ties, where  the  interest  rates  are  fixed. 
Take  Bank  of  America.  America's  big- 
gest bank  is  healthier  than  most  and  yet 
only  58%  of  its  loans  in  1979  were  short 
term  with  flexible  interest  rates.  As 
against  this,  66%  of  its  obligations  car- 
ried flexible  interest  rates.  So,  as  inter- 
est costs  rose  on  66%  of  its  obligations, 
Bank  of  America  could  raise  rates  fast 


A  few  superlatives 

Below,  performance  highlights  of  the  100  largest  bank  holding 
companies  drawn  from  the  tables  on  the  following  pages. 

Biggest — fastest 

Bank  America  (Calif) 

$108,389 

Total  bank  assets — 1979 

Smallest — slowest 

Financial  Gen  Bancshs  (DC) 

$2,293 

Mercantile  Texas  (Tex) 

41.4% 

Growth  of  assets* 

Industry  median:  10.8% 

Fidelcor  (Pa) 

-0.8% 

Trust  Co  of  Georgia  (Ga) 

99.9% 

Growth  of  earnings  per  share* 

Industry  median:  13.4% 

Fidelcor  (Pa) 

-28.2% 

Mercantile  Texas  (Tex) 

18.6% 

Four-year  return  on  equity* 

Industry  median:  12.7% 

Fidelcor  (Pa) 

3.1% 

Trust  Co  of  Georgia  (Ga) 

6.39% 

Net  interest  margin — 1979 

Industry  median:  4.40% 

Bank  of  Tokyo  Trust  (NY) 

1 .92% 

JP  Morgan  (NY) 

$30,368 

Market  value  of  trust  assets — 1979 

Pittsburgh  Natl  (Pa) 

$2,568 

JP  Morgan  (NY) 

$128 

Trust  department  revenues — 1979 

Boatmen's  Bancshs  (Mo) 

$6 

Note:  $  value  in  millions. 

'Compounded  annual  rate  1979/1975. 
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100  largest  bank  holding  companies:  a  statistical  profile 


 1979  size  measures  (Smillions)  

%  Long- 
domestic  Loan  loss  term  Total 
Total         Total       demand       Total     res  as  %    Charge-      '  Total         Total     debt  %    operating  Net 
Rank     assets       deposits      deposits        loans      of  loans       offs        investments    capital    capital     income     income*  Company  and  headquarters 


1  $108,389  $84,985  16.8%  $57,601  1.0%  $151.5  $8,472  $4,656  25.7%  $9,450  $600.2  BankAmerica  (Calif) 

2  106,371  70,291  12.5  62,993  0.8  184.7  4,816  8,099  55.6  10,904  544.2  Citicorp  (NY) 

3  64,708  48,456  29.2  40,170  1.1  93.0  4,058  3,552  35.1  6,079  311.2  Chase  Manhattan  (NY) 

4  47,675  38,156  36.6  25,475  1.0A  53.6  2,553  2,418  35.2  3,847  211.3  Mfrs  Hanover  (NY) 

5  43,488  30,279  32.6  22,373  1.1A  +3.7A  3,405  2,530  22.9  3,634  288.3  IP  Morgan  (NY) 


6  39,375  28,987  33.1  20,524  1.0  35.8  3,692  1,866  36.2  3,292  142.3  Chemical  New  York  (NY) 

7  35,790  24,007  21.7  23,074  1.0A  49.1  2,226  1,892  28.0  3,376  194.1  Continental  Illinois  (111) 

8  30,953  22,437  36.3  16,133  1.1  21.6  1,805  1,263  26.5  2,727  114.5  Bankers  Trust  (NY) 

9  30,182  21,106  16.0  15,704  1.0  76.7  2,133  1,548  23.4  2,646  115.4  First  Chicago  (111) 

10  29,687  23,631  37.1  17,031  1.4  46.5  4,317  1,803  31.1  2,690  214.9  Western  Bancorp  (Calif) 


11  24,923  18,451  31.4  16,317  1.1  40.9  2,367  1,402  25.6  2,438  164.5  Security  Pacific  ICalif) 

12  20,593  15,831  27.3  14,861  0.9  40.1  1,683  1,351  38.3  2,018  130.2  Wells  Fargo  (Calif) 

13  16,702  13,525  47.5  7,365A  1.3A  19.0A  958  783  33.8  1,304       69.0  Irving  Bank  (NY) 

14  16,139  12,517  31.3  10,539  1.1  37.9  1,143  905  27.1  1,538       89.4  Crocker  Natl  '  *(Calif) 

15  15,728  12,509  26.7  9,111  1.3  34.9  1,068  883  45.6  1,412       42.8  Marine  Midland  (NY) 


16  13,760  8,965  26.0  7,087  1.3  27.6  1,789  1,072  39.4  1,637  85.0  First  Natl  Boston  (Mass) 

17  13,508  9,503  30.6  6,887  1.8  8.0  856  1,251  34.0  1,148  101.0  Mellon  Natl  (Pa) 

18  12,416  9,573  32.3  7,516  1.0  10.7  2,106  1,114  34.1  1,145  109.7  Northwest  Bancorp  (Minn) 

19  12,118  8,983  35.1  6,850  1.0  14.2  2,159  963  26.4  1,054  103.3  First  Bank  System  (Minn) 

20  11,504  8,920  32.3  5,922  1.0  18.9  1,692  883  32.8  1,071  100.3  First  IntI  Bancshs  (Tex) 


21  10,798  7,647  31.8  5,411  1.2  11.1  1,301  710  29.3  951  72.6  Republic  of  Texas  (Tex) 

22  9,506  6,896  33.6  4,602  1.3  10.1  1,619  707  14.0  812  82.0  Natl  Detroit  (Mich) 

23  9,505  7,597  38.5  4,553  1.3  13.1  1,631  524  14.3  810  70.0  First  City  Bancorp  (Tex) 

24  9,260  7,226  41.0  4,940  1.1  6.8  1,442  550  10.0  791  82.4  Texas  Comm  Bancshs  (Tex) 

25  8,994  6,870  32.5  4,321  0.7  24.6  858  409  12.1  791  43.9  Bank  of  New  York  (NY) 


26  8,987  5,307  23.3  4,633  1.4  42.5  1,589  667  47.5  991  16.5  First  Pennsylvania  (Pa) 

27  8,401  6,652  31.5  5,406  1.1  8.6  493  505  14.6  806  65.5  Seafirst  (Wash) 

28  7,766  6,370  45.1  4,420  1.2  9.4  657  428  32.2  628  20.9  European  American^  (NY) 

29  7,108  4,929  34.1  3,302  1.0  4.5  947  388  13.9  587  35.5  Harris  Bankcorp  (111) 

30  6,563  5,154  45.2  3,639  1.3  1.6  1,246  347  15.9  567  36.7  Union  Banktt};  (Calif) 


31  6,365  4,477  37.7  2,789  1.1  14.1  880  497  39.7  562  44.5  NCNB  (NC) 

32  5,916  4,056  45.5  3,145  1.2  13.9  600  429  28.0  557  45.2  Philadelphia  Natl  (Pa) 

33  5,566  1,889  40.3  3,866  2.0  33.8  376  1,179  71.8  634  41.2  Walter  E  Heller  Intl§§  (111) 

34  5,563  3,912  31.2  2,870  1.0  6.6  814  392  18.0  472  49.0  Pittsburgh  Natl  iPa) 

35  5,402  3,763  31.3  3,211  1.4  4.7  1,214  505  0.0  491  57.4  AmeriTrust  (Ohio) 


36  5,399  4,545  24.3  3,607  0.6  11.7  826  418  27.5  511  44.2  Michigan  Natl  (Mich) 

37  5,358  3,912  32.7  2,389  1.2  5.0  717  334  18.0  489  30.4  Northern  Trust  (111) 

38  5,199  4,331  34.5  3,168  1.3  3.8  628  268  0.8  477  47.5  Valley  Natl  Bankit  (Ariz) 

39  5,107  3,673  43.6  2,773  1.1  3.0  799  282  29.3  435  23.1  First  Wisconsin  (Wis) 

40  5,097  3,825  38.7  2,680  1.2  2.1  592  337  4.9  437  46.6  Wachovia  (NC) 


41  5,067  3,527  26.4  2,608  1.1  4.3  1,231  346  10.1  440  47.0  DETROITBANK  (Mich) 

42  5,028  3,828  41.0  2,322  1.4  12.1  1,155  449  38.0  438  -36.9  Southeast  Banking  (Fla) 

43  5,005  3,805  31.5  2,658  0.9  10.5  1,323  309  4.1  437  32.2  BancOhio  (Ohio) 

44  4,972  3,330  42.5  2,228  1.5  3.4  1,021  345  2.1  394  53.6  National  City  (Ohio) 

45  4,849  3,634  29.8  3,055  1.1  8.3  677  312  6.9  438  17.0  Natl  Bk  of  NAt+tt  (NY) 


46       4,709  •  3,332  42.8  2,631  1.2  5.2  937  362  32.6  430  40.5  Mercantile  Texas  (Tex) 

4,526  3,608  30.3  2,769  1.0  8.4  896  293  17.6  405  33.6  Manufacturers  Natl  (Mich) 

48  4,496  3,457  29.7  3,165  1.0  10.8  422  321  17.6  466  37.2  Rainier  Bancorp  (Wash) 

49  4,431  3,512  35.1  2,922  0.8  4.2  660  470  31.8  426  52.5  US  Bancorp  (Ore) 
4,408  3,287  10.7  2,130  2.1  9.2  476  333  35.0  401  33.8  Republic  New  York  (NY) 


tFrom  continuing  operations  before  security  gains  or  losses  and  extraordinary  items.  "Excludes  gain  on  sale  of  building  t+Company  not  publicly  traded,  stock 
data  not  available.    §§Includes  the  results  of  nonbank  operations  where  applicable.    tiBank  only,  not  organized  as  a  holding  company.    A:  Includes  leases. 
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Profitability 

Growth  measures*     &  cost  measures    Stock  data 


Average  assets 

Equity  per  share 

Earnings  per  sharet 

Dividend 

Return 

Net  interest  Overhead 

4-year 

1979  vs 

4-year 

1979  vs 

4-year 

1979  vs 

4-year 

on  equity 

margin^ 

times  Nl 

Recent 

1979 

P/E 

Current 

average 

1978 

average 

1978 

average 

1978 

average 

4-yr  avg 

1979 

1979 

price 

EPSt 

ratio 

yield 

12.0% 

15.6% 

12.7% 

13.3% 

1  7.0% 

20.2% 

1  A  1°/ 
I4.O/0 

17  u°/ 

3.52% 

3.3 

Z  1  78 

3)4. 1 U 

D.Z 

/  10/ 

O.l  lo 

13.6 

19.4 

11.1 

11.7 

11.3 

14.5 

10.1 

16.0 

3.19 

4.1 

177/8 

4.34 

4.1 

7.3 

9.8 

8.9 

5.7 

11.3 

12.9 

59.3 

2.2 

10.1 

3.33 

4.0 

363/s 

8.81 

4.1 

7.7 

12.4 

18.4 

8.6 

9.0 

7.5 

14.8 

7.3 

14.4 

3.38 

3.4 

27'/8 

6.42 

4.2 

0.3 

12.6 

.  22.8 

11.0 

10.7 

10.4 

11.9 

8.6 

15.1 

2.68 

1.6 

43 

7.07 

6.1 

6.5 

9.5 

9.4 

5.5 

7.2 

6.5 

21.0 

1  4 

1  1  A 
1  i.D 

3.07 

4.9 

}4 

ft  ^1 

a  n 

1  u.z 

15.6 

23.3 

10.4 

11.1 

11.3 

11. i 

7.3 

15.7 

2.48 

2.4 

21% 

4.99 

4.3 

7.5 

8.7 

7.5 

4.6 

8.5 

12.7 

45.3 

0.7 

9.9 

2.83 

4.5 

38 

9.30 

4.1 

8.7 

9.0 

13.8 

7.5 

5.9 

1.0 

-14.0 

5.3 

11.6 

2.09 

3.3 

13% 

2.83 

4.8 

8.8 

11.2 

15.0 

10.2 

13.5 

26.4 

23.4 

13.9 

14.9 

4.79 

4.1 

27% 

5.38 

5.1 

5.9 

12.6 

17.5 

9.8 

12.0 

23.2 

14.7 

1  1  A 

1  J.  1 

4.23 

4.2 

IAVa 

Z*+  /4 

^  OA 
J.V4 

A  1 

7  1 

13.2 

15.7 

10.3 

11.1 

18.4 

1 1.0 

14.3 

15.1 

4.47 

4.3 

22% 

5.45 

4.2 

8.4 

9.1 

15.5 

8.0 

10.2 

10.9 

23.9 

5.1 

12.7 

3.65 

4.6 

30'/4 

7.77 

3.9 

9.0 

9.6 

15.0 

8.8 

14.4 

16.5 

18.0 

4.1 

14.3 

5.18 

5.6 

24-'/4 

6.68 

3.7 

8.9 

6.6 

15.6 

3.4 

6.6 

29.2 

63.1 

-18.4 

5.5 

3.03 

7.7 

14% 

3.18 

4.6 

5.4 

11.7 

1 5.3 

6.1 

9.9 

17.4 

33.6 

1  1 

i  n  ft 

1  U.o 

4.03 

3.9 

Z*4-  /8 

A  ftA 

o.o 

ft  ft 
O.O 

6.9 

17.7 

6.9 

7.9 

12.1 

17.4 

9.1 

11.2 

3.72 

2.4 

22l/4 

4.92 

4.5 

8.3 

13.6 

14.4 

10.5 

11.2 

14.2 

16.0 

11.6 

15.2 

4.08 

3.0 

19% 

4.13 

4.7 

6.8 

12.4 

13.7 

9.9 

11.1 

12.9 

13.1 

8.3 

14.8 

4.06 

2.5 

32JA 

6.80 

4.8 

6.8 

15.2 

16.7 

12.0 

13.4 

15.4 

18.6 

12.3 

17.4 

3.78 

2.0 

34% 

4.79 

7.3 

4.3 

17.6 

21.8 

12.8 

12.2 

15.9 

24.4 

8  A 
o.o 

1  A  3 

3.32 

2.4 

22 

4  flK 

M-.UO 

O.O 

5.6 

8.4 

8.3 

8.6 

10.8 

10.2 

10.3 

12.8 

4.29 

2.7 

24 

6.24 

3.8 

.8.3 

14.5 

17.3 

11.9 

12.3 

16.9 

20.5 

13.6 

15.8 

4.10 

2.8 

35% 

5.34 

6.7 

4.4 

16.8 

19.1 

13.3 

14.1 

18.5 

21.0 

11.7 

17.6 

4.12 

1.9 

41'/4 

5.70 

7.2 

3.9 

19.5 

30.2 

6.9 

6.8 

6.2 

13.9 

3.4 

12.4 

3.51 

4.1 

30  Vi 

7.05 

4.3 

8.9 

9.6 

15.8 

0.5 

-0.7 

-6.6 

-46.5 

n  n 

7  A 

2.42 

12.2 

O 

1  OA 

c  7 

7  ^ 

14.8 

20.9 

11.7 

12.4 

16.2 

14.1 

12.0 

15.8 

4.80 

3.7 

23% 

4.28 

5.5 

4.7 

12.8 

17.0 

10.7 

34.8 

29.4 

48.6 

— 

6.5 

3.26 

6.6 

— 

— 

— 

— 

12.8 

14.4 

6.0 

5.8 

-1.6 

13.7 

7.4 

10.8 

2.99 

4.4 

23 '/a 

4.65 

5.1 

8.5 

12.7 

13.4 

9.0 

17.8 

26.0 

16.7 

— 

11.8 

4.83 

5.1 

— 

— 

— 

9.3 

15.7 

9.0 

13.0 

'22.9 

24.1 

4  ^ 

1  ^  1 

4.37 

3.2 

11/4 

Z.'+Z 

4  A 

A  4 

8.5 

7.6 

6.8 

8.8 

9.8 

22.4 

4.7 

11.9 

4.52 

4.2 

25 

6.77 

3.7 

10.6 

12.5 

14.9 

8.3 

9.2 

7.8 

14.5 

8.2 

13.4 

4.18C 

2.9C 

16% 

3.40 

5.0 

7.1 

12.7 

25.8 

8.4 

9.6 

11.6 

21.7 

10.1 

13.7 

4.19 

2.7 

33 

7.30 

4.5 

8.5 

8.2 

11.1 

7.3 

7.5 

8.4 

9.2 

10.1 

11.7 

4.63 

2.3 

25 'A 

6.20 

4.1 

9.5 

13.0 

11.8 

14.0 

12.8 

16.1 

4.2 

ZZ.U 

1  7  A 

6.00 

3.7 

1  1 

A  7H 

O.U 

R  A 
o.O 

9.0 

11.1 

7.7 

6.4 

1.3 

3.0 

6.4 

1 1.3 

3.15 

4.5 

29 

5.52 

5.3 

7.6 

12.1 

18.4 

11.2 

15.1 

22.9 

27.0 

11.5 

16.1 

5.63 

3.5 

26 

4.65 

5.6 

5.4 

8.4 

10.2 

5.0 

7.7 

17.6 

28.6 

1.3 

9.5 

3.27 

5.1 

20% 

5.30 

3.9 

9.1 

9.9 

17.4 

9.7 

10.0 

9.9 

20.4 

0.8 

13.7 

4.95 

3.2 

15% 

2.71 

5.8 

5.5 

12.7 

10.3 

9.2 

9.2 

10.8 

3.7 

MA 

I  o.  V 

3.9.6 

2.6 

A  77 

V.J 

10.1 

9.6 

4.6 

5.0 

24.6 

30.0 

-0.7 

10.2 

5.20 

4.5 

2.77 

4.8 

6.6 

10.8 

13.4 

6.9 

6.9 

6.3 

0.3 

6.4 

10.7 

4.58 

4.8 

13'/2 

3.70 

3.6 

10.4 

10.1 

17.4 

10.1 

9.1 

9.6 

8.3 

10.9 

16.4 

4.68 

1.9 

32% 

6.15 

5.3 

8.4 

11.8 

13.3 

6.9 

16.9 

4.7 

-8.0 

6.0 

3.65 

6.9 

41.4 

19.2 

8.7 

12.4 

19.3 

2.7 

8.5 

18.6 

4.20 

2.5 

19% 

3.77 

5.3 

6.6 

12.4 

15.0 

8.7 

9.6 

11.6 

2.9 

12.0 

13.8 

3.80 

3.6 

20 

6.46 

3.1 

11.0 

13.6 

14.5 

11.3 

1 1.6 

14.2 

9.6 

19.8 

15.3 

5.33 

4.2 

19% 

4.23 

4.6 

6.3 

11.5 

12.1 

13.1 

14.0 

17.4 

13.7 

7.4 

17.8 

5.37 

2.5 

22% 

3.65 

6.2 

4.4 

30.1 

31.8 

13.6 

14.1 

12.8 

18.1 

43.8 

17.9 

3.23 

2.0 

42  V* 

8.34 

5.1 

6.0 

•4-year  average  equals  a  compounded  annual  rate:  1979/1975.    tFrom  continuing  operations  after  security  gains  or  losses  excluding  extraordinary  items  §Net 
interest  income  on  a  taxable  equivalent  basis  as  a  percentage  of  average  earning  assets.    C:  Bank  only. 
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100  largest  bank  holding  companies:  a  statistical  profile 

 1979  size  measures  (Smillions)  ■  

%  Long- 
domestic  Loan  loss  term  Total 


Total 

Total 

demand 

Total 

debt  % 

Charge- 

Total 

Total 

debt  % 

operating 

Net 

Rank 

assets 

deposits 

deposits 

loans 

of  loans 

offs 

irfvestments 

capital 

capital 

income 

income 

:  Company  and  headquarters 

31 

3>4,06U 

3)3,24/ 

A  1  10/ 

43.1% 

ttl  Aid 
3>2,40y 

1  TO/ 
1 .270 

3>o.y 

3>  4oU 

C  1A  1 

3)041 

1£.  /CO/ 

Oo.o/o 

ooy4 

so  1 .0 

ijiraru  (ra) 

52 

4,327 

2,941 

39.2 

2,143 

1.1 

7.3 

722 

320 

29.8 

381 

32.7 

Mercantile  Bancorp  (Mo) 

53 

4,060 

3,240 

57.4 

2,100 

2.3 

19.8 

610 

251 

10.4 

383 

24.5 

Citizens  &  Sthrn  NB  (Ga) 

54 

3,898 

2,652 

47.6 

1,937 

1.1A 

4.0A 

571 

253 

11.8 

339 

28.4 

First  Union  Bancorp  (Mo) 

55 

3,732 

2.709 

34.4 

2,264 

1.1 

9.7 

525 

275 

24.1 

329 

25.9 

Maryland  Natl  (Md) 

30 

3,663 

3, 102 

39.8 

1    D  1/ 

1,816 

1    3  A 

1 .OA 

C  it 

3.6 

1  1  /cn 
1, 16U 

0U0 

A 

28.4 

■5  "5  O 

333 

32. 1 

Barnett  Banks  or  Fla  (Fla) 

57 

3,558 

2,736 

45.2 

1,751 

1.2 

6.6 

613 

250 

19.5 

289 

25.2 

Southwest  Bancshs  (Tex) 

58 

3,447 

2,441 

41.7 

1,939 

1.5 

4.7 

717 

236 

30.5 

320 

20.4 

BanCal  Tri-State  (Calif) 

59 

3,426 

2,583 

32.1 

2,075 

0.7 

6.1 

358 

394 

39.4 

348 

37.2 

First  Security  (Utah) 

60 

3,416 

2,306 

27.8 

1,458 

1.4 

3.6 

753 

252 

30.8 

277 

24.8 

Centran  (Ohio) 

0 1 

0,00/ 

2,  ODD 

2U.U 

1  QC7 

l,ODf 

1  1 

1  .  1 

tU.4 

OZO 

T  1  yi 

Z14 

1 7.0 

Z04 

10. U 

Bank  ot  lokyo  trust"  (in  1) 

62 

3,265 

2,867 

30.9 

2,130 

1.1 

2.8 

556 

195 

32.0 

311 

20.5 

Calif  First  Bank  tt  (Calif) 

63 

3,225 

2,118 

20.8 

1,941 

1.4A 

10.4A 

612 

278 

39.5 

329 

24.9 

Industrial  Natl  (RI) 

64 

3,216 

2,496 

38.3 

2,141 

1.1A 

11. 1A 

546 

313 

40.4 

311 

29.6 

United  Va  Bankshs  (Va) 

65 

3,180 

2,406 

32.5 

1,983 

1.1 

7.4 

561 

275 

37.2 

302 

21.3 

Lincoln  First  Banks  (NY) 

00 

0, 142 

2,20o 

A  Q  A 

1  /C3C 

1,003 

1  x 
1.0 

o.y 

A  CO 

43y 

1  no 
loo 

1  7  c 

1  7.3 

o  70 
27y 

1  iC  A 
10.4 

Shawmut  (Mass) 

67 

3,121 

2,203 

41.3 

1,659 

1.6 

4.6 

534 

263 

41.5 

311 

24.1 

First  Union  (NC) 

68 

3,110 

2,419 

38.3 

1,611 

1.1 

3.5 

605 

198 

20.9 

253 

18.4 

First  Natl  St  Bancorp  (NT) 

69 

3,019 

2,378 

28.7 

1,688 

1.4 

5.4 

729 

242 

15.1 

266 

28.0 

Society  (Ohio) 

70 

3,000 

2,075 

56.3 

1,505 

1.3 

15.1 

233 

232 

32.5 

298 

18.4 

First  Atlanta  (Ga) 

/  1 

2,234 

4U.2 

l,ooo 

I .  l 

A  f\ 

4.U 

C  A  7 

547 

O  A  A 

244 

20.0 

Ten 

25y 

1  A  O 

24.0 

Texas  Amer  Bancshs  (Tex) 

72 

2,880 

2,280 

41.3 

1,677A 

1.6A 

4.0A 

589 

209 

19.1 

248 

24.9 

Midland  c  Banks  (NJ) 

73 

2,872 

2,502 

41.2 

1,433 

1.2 

6.0 

789 

224 

17.3 

236 

23.4 

Sun  Banks  of  Florida  (Fla) 

74 

2,856 

1,968 

60.0 

1,359 

1.8 

6.5 

379 

205 

22.5 

274 

27.7 

Trust  Co  of  Georgia  (Ga) 

75 

2,849 

2,433 

37.2 

1,617 

0.9 

5.9 

660 

189 

8.3 

254 

22.7 

BayBanks  (Mass) 

/o 

T  O  Q  7 

2,  loo 

30  0 

oo.o 

1  QC7 

1,00/ 

1   A  A 

1 .4A 

O  O  A 

0.0A 

T  O  1 

226 

O6.O 

1  O  A 

284 

7  A 

f  A 

Fidel  cor  (Pa) 

77 

2,764 

2,103 

48.5 

1,646A 

1.0A 

6.3A 

359 

185 

28.8 

265 

17.8 

CBT  (Conn) 

78 

2,730 

1,802 

33.7 

1,454 

1.4 

3.2 

441 

169 

12.8 

254 

I9.l 

American  Fletcher  (Ind) 

79 

2,700 

2,135 

42.3 

1,465 

1.4A 

5.5A 

520 

230 

30.1 

244 

22.0 

First  Tenn  Natl  (Tenn) 

80 

2,687 

2,183 

43.7 

1,348 

1.2 

5.2 

468 

168 

3.9 

221 

21. 8 

Riggs  Natl  Bankti  (DC) 

8  i 

T  £7  1 

2,0/1 

i  i  no 
2,  lUo 

A")  1 

42.0 

1   C/1  A 

1,344 

1  r 
1.3 

r  -7 

3./ 

300 

20  y 

25.0 

T  1 1 

Moo 

TCI 
23.1 

Alabama  Bancorp  (Ala) 

82 

2,661 

2,053 

25.3 

1,481 

0.9 

2.2 

825 

161 

26.3 

239 

8.5 

Equimark  (Pa) 

83 

2,653 

2,143 

40.6 

1,470 

1.5 

3.7 

543 

214 

8.2 

228 

23.2 

Commerce  Bancshs  (Mo) 

84 

2,598 

1,635 

56.1 

1,102 

1.8 

5.0 

572 

204 

37.4 

249 

16.0 

State  Street  Boston  (Mass) 

85 

2,591 

2,092 

48.1 

1,286 

1.4 

2.5 

287 

125 

29.6 

226 

9.8 

Hartford  Natl  (Conn) 

OO 

1,942 

34.0 

1,349 

1.1 

4.5 

495 

1  7/* 

176 

13.9 

IOC 

203 

21.6 

XT       •  , 

Huntington  Bancshs  (Ohio) 

87 

2,525 

1,946 

41.3 

1,521 

0.9 

6.0 

470 

165 

32.7 

204 

13.1 

United  Jersey  Banks  (NJ) 

88 

2,524 

2,121 

34.5 

1,503 

1.2 

6.4 

570 

235 

21.7 

238 

30.2 

Banc  One  (Ohio) 

89 

2,521 

2,079 

35.6 

1,480 

1.1 

7.4 

516 

225 

36.1 

253 

21.3 

Virginia  Natl  Bankshs  (Va) 

90 

2,499 

1,920 

53.5 

1,369 

0.9A 

13.5A 

277 

177 

24.9 

229 

16.0 

First  Natl  Bancorp  (Colo) 

2,488 

1,820 

38.7 

1,521 

1.6 

2.5 

511 

260 

26.0 

237 

23.6 

Provident  Natl  (Fa) 

92 

2,473 

2,146 

31.0 

1,603 

1.2 

3.8 

359 

134 

6.4 

241 

15.0 

Lloyd's  Bank  Califtt+i  (Calif) 

93 

2,472 

2,046 

35.3 

974 

1.2 

9.5 

565 

137 

17.8 

223 

18.0 

Banco  Popular**  (PR) 

94 

2,451 

1,906 

36.8 

1,177 

1.4 

2.2 

445 

116 

32.7 

242 

16.5 

New  Eng  Merchants  (Mass) 

95 

2,370 

1,848 

48.1 

1,321 

1.1 

5.2 

395 

207 

34.1 

228 

20.2 

United  Banks  of  Colo  (Colo) 

96 

2,342 

1,822 

43.6 

1,321 

1.2 

3.1 

492 

204 

5.8 

197 

22.4 

Fidelity  Union  Bncp  (NJ) 

97 

2,318 

1,849 

29.2 

1,349 

1.1A 

2.4A 

.  341 

163 

5.4 

209 

21.7 

American  Security  (DC) 

98 

2,318 

1,612 

30.3 

1,607 

1.0A 

11.8 

329 

246 

38.8 

246 

14.9 

Bank  of  Virginia  (Va) 

99 

2,297 

1,735 

37.5 

1,345 

1.3 

3.3 

376 

191 

35.6 

217 

15.2 

First  &  Merchants  (Va) 

100 

2,293 

1,954 

42.0 

1,270 

1.1 

3.7 

581 

187 

13.5 

204 

15.8 

Fin  Gen  Bancshs  (DC) 

35.5 

1.2 

26.5 

MEDIANS 

tFrom  continuing  operations  before  security  gains  or  losses  and  extraordinary  items.    ttCompany  not  publicly  traded;  stock  data  not  available.    ttBank  only;  not 

organized  as  a  holding  company.    A:  Includes  leases. 
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Profitability 

 Growth  measures*  — —  &  cost  measures   Stock  data  

Average  assets  Equity  per  share        Earnings  per  shaxet     Dividend     Return    Net  interest  Overhead 

4-year       1979  vs       4-year       1979  vs       4-year       1979  vs       4-year      on  equity    margin§      times  NI  Recent        1979  P/E  Current 

average        1978        average        1978        average        1978        average      4-yr  avg        1979          1979  price         EPSt  ratio  yield 


4.9%  5.5%  6.1%  10.1%  16.2%       31.3%  3.5%  11.5%  4.18%  3.4  \9Vi  $6.08  3.2  10.3% 

10.2  15.6  6.7          8.9  8.2         20.2  1.3  13.8  3.82  2.8  21%  5.48  3.9  10.9 

6.2  2.6  3.4  14.1  9.5  125.7  -41.7           5.2  5.57  7.0  5%  0.79  7.1  4.3 

10.7  12.6  8.1          8.9  11.1          11.4  5.5  13.2  3.89  3.1  26%  5.95  4.5  8.3 

10.7  12.0  8.7  10.0  5.1          17.9  4.0  12.0  5.18  4.4  12%  3.49  3.7  6.9 


11,8  17.0  7.9  12.3  31.7  34.4  5.4  11.9  5.71  4.4  18V4  3.67  5.0  5.5 

12.6  15.4  8.5  8.1  11.8  0.5  6.6  13.1  4.34  3.2  225/s  3.70  6.1  6.2 

2.8  7.1  6.7  9.9  61.4  -  14.4  -10.2  11.4  4.46  5.3  275/s  4.21  6.6  4.1 

14.6  10.2  12.4  11.1  13.3  9.6  9.9  17.5  5.00  2.9  18%  2.97  6.1  4.7 

10.3  17.2  7.0  8.8  8.9  23.8  6.2  12.3  4.28  3.4  21%  5.78  3.7  11.2 


12.5  10.0  8.4  8.4  10.5  2.4  —  8.4  1.92  1.8  —  —  —  — 

24.5  15.1  9.5  13.2  20.7  30.1  17.8  13.9  4.88  5.2  16%  3.50  4.7  6.5 

9.5  14.9  7.9  9.4  19.4  24.4  4.7  13.6  4.14  3.5  16%  3.92  4.2  9.7 

6.4  2.6  7.4  10.9  21.1  18.7  6.5  13.0  5.29  4.1  22%  4.89  4.5  7.2 

5.8  5.2  4.9  5.8  12.0  7.3  0.8  10.6  4.57  5.5  19%  4.86  4.1  10.1 


6.3  5.3  5.0  7.3  66.1  60.6  -7.5  6.9  4.54  6.4  36  7.92  4.5  7.8 

9.3  18.5  7.8  11.4  32.8  25.1  2.7  12.1  4.74  4.6  11%  3.39  3.4  8.3 

9.2  7.7  4.8  6.2  8.3  15.4  1.8  10.8  4.13  4.3  17%  4.43  4.0  12.4 

9.1  10.1  7.2  5.8  13.1  15.0  12.1  13.0  4.93  3.3  15%  3.98  3.9  8.5 

5.7  10.0  5.9  8.3  22.7  14.7  2.4  10.9  5.80  6.0  11%  2.58  4.4  7.8 


12.6  14.0  10.0  10.7  14.7  10.9  13.6  13.8  4.74  3.0  22%  4.27  5.2  5.6 

12.1  26.3  3.9  5.4  36.1  58.2  1.9  12.0  5.55  3.6  24  7.80  3.1  9.8 

10.1  15.9  5.4  9.4  36.6  27.0  5.4  9.5  5.55  4.6  12  2.02  5.9  6.7 

11.1  15.8  8.3  13.5  99.9  34.1  4.8  13.6  6.39  4.1  28%  5.43  5.3  6.3 

9.6  7.2  6.5  9.7  15.6  25.0  4.3  11.2  5.54  4.4  25%  7.41  3.4  9.9 


-0.8  -6.7  -1.6  2.8  -28.2  D-P  -59.3  3.1  3.63  23.0  10%  0.81  12.7  2.3 

9.0  10.1  5.8  9.3  18.2  42.3  4.3  10.6  5.00  5.2  22%  6.12  3.7  9.7 

5.1  9.0  7.4  10.1  11.1  8.3  1.3  11.8  3.93  3.8  13%  4.16  3.3  9.0 
9.9  9.6  8.0  9.9  33.0  13.7  11.9  11.9  5.57  4.1  10%  2.41  4.2  8.3 

11.9  15.5  7.2  9.3  10.6  20.2  6.2  12.6  4.92  2.8  35%  7.26  4.9  8.5 


10.4  11.4  9.1  9.6  9.3  3.6  5.7  15.1  5.42  3.2  20  3.43  5.8  6.6 

10.7  1.2  2.1  1.2  '-7.6  -28.4  2.2  9.5  2.77  7.6  8%  1.51  5.7  11.1 

11.7  19.7  8.1  10.5  11.7  4.4  9.3  12.3  5.49  3.3  18%  4.73  4.0  8.5 

5.6  17.4  4.3  12.6  25.3  88.3  -8.3  7.3  4.72  6.0  24%  6.78  3.6  8.2 

6.5  18.6  6.3  10.3  D-P  40.0  -7.8  7.9  3.96  8.0  13  3.29  4.0  10.8 


14.3  15.1  9.3  10.3  23.5  13.2  4.8  13.7  4.86  3.6  24  6.79  3.5  8.3 

7.1  4.0  4.7  6.3  11.4  12.7  0.0  10.9  4.28  5.3           9%  2.40  3.9  11.1 

12.5  15.8  11.7  12.1  15.5  17.1  13.4  17.2  6.04  2.6  22  4.31  5.1  7.5 

8.7  8.0  8.8  10.1  15.7  12.5  6.0  '  14.3  5.91  4.9  11%  3.06  3.8  8.9 

11.1  13.0  9.0  8.7  15.5  -6.7  5.7  13.4  6.02  5.5  14  3.36  4.2  7.7 


8.6  17.9  6.5  9.2  13.4  8.4  4.2  9.1  4.43  3.5  20%  5.01  4.1  11.0 

15.2  23.0  10.6  27.5  33.2  41.1  —  10.0  5.32  5.6           —  —  —  — 

21.6B  17.4B  8.9  14.2  20.1  44.6  7.0  13.3  5.30C  4.9  22%  6.06  3.7  6.4 

11.2  16.5  9.4  11.3  23.0  37.6  4.0  14.6  4.25  3.8  185/8  6.00  3.1  9.7 

15.3  15.4  8.0  10.4  15.9  15.9  6.7  14.6  6.00  4.1  27  4.73  5.7  5.9 


8.9  13.8  6.2  6.8  8.5  8.1  3.0  11.9  5.50  3.3  24%  5.87  4.2  11.4 

16.0  20.7  9.3  10.1  9.1  11.1  4.5  15.0  3.93  1.9  26  5.90  4.4  8.5 

8.7  8.7  5.0  5.8  3.8  3.9  5.0  10.1  6.20  6.4  11%  2.93  4.0  10.0 

5.6  6.8  5.3  7.2  7.3  16.5  1.8  10.1  4.74  5.8  17%  4.09  4.2  9.3 

7.1  7.3  9.8  11.6  31.6  16.6  6.6  12.7  5.63  5.6  17%  2.25  7.7  2.3 


10.8  15.0  8.4         10.0         13.4  16.0         5.7  12.7        4.40         4.1  —  —  4.4  8.3 


*4-year  average  equals  a  compounded  annual  rate:  1979/1975.  TFrom  continuing  operations  after  security  gains  or  losses  excluding  extraordinary  items.  §Net  interest 
income  on  a  taxable  equivalent  basis  as  a  percentage  of  average  earning  assets.  D-P:  Deficit  to  profit.  B:  Growth  based  on  year  end  assets.  C:  Bank  only. 
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The  50  largest  trust  operations 

The  amount  of  money  managed  by  five,  Citicorp  drew  closer  to  J. P.  Mor- 

bank  trust  departments  grew  hand-  gan,  and  Manufacturers  Hanover,  sixth 

somely  last  year,  thanks  in  large  part  last  year,  jumped  past  Bankers  Trust 

to  a  rousing  market.  Among  the  top  and  Mellon  to  number  three. 

 Trust  department  revenues  


 Market  value  

% 

%  of 

of  trust  assets* 

change 

total 

1979 

1979 

%  increase 

total 

from 

operat  l  ng 

rank 

Company 

(millions) 

 1070 

over  19'» 

(thousands! 

1978 

revenues 

1 

IP  MorMn 

$30,368 

16.7% 

$128,058 

9.7% 

3.5% 

2 

Citicorp 

25,459 

29.3 

88,208 

9.6 

0.8 

3 

Manufacturers  Hanover 

16,956 

74.0t 

56,042 

23.1 

1.5 

4 

Bankers  Trust 

14,455 

10.8 

61,078 

8.4 

2.2 

5 

Mellon  National 

10  21  *X 

Q  1 

D.  1 

24,436 

7.1 

2.1 

6 

Harris  Bankcorp 

1 1,643 

4.8 

33,909 

20.8 

5.8 

7 

US  Trust 

9,608 

4.0 

49,128 

4.6 

25.0 

8 

Chase  Manhattan 

9,391 

0.3 

62,610 

3.3 

1.0 

9 

First  Chicago 

8,957 

33.7 

36,171 

8.0 

1.4 

10 

Western  Bancorp 

0,00  1 

Ho 

38,376 

12.4 

1.4 

11 

Chemical  New  York 

8,202 

18.5 

44,072 

1 1.2 

1.3 

12 

Northern  Trust 

7,800 

17.9 

41,940 

9.1 

8.6 

13 

Continental  Illinois 

7,643 

10.6 

37,434 

8.4 

1.1 

14 

First  Bank  System 

7,463 

3.1 

28,760 

7.4 

2.7 

15 

National  Detroit  Corp 

—  l.o 

24,754 

8.7 

3.0 

16 

Provident  National  Corp 

7,441 

57.3 

20,344 

32.2 

8.6 

17 

Wells  Fargo 

7,153 

10.5 

29,029 

20.4 

1.4 

18 

Wilmington  Trust 

6,729 

10.3 

10,259 

5.9 

7.7 

19 

First  National  Boston 

6,273 

1.9 

34,256 

10.3 

2.1 

20 

Crocker  National 

K  USA 

1 1  'X 
zi.o 

22,710 

19.3 

1.4 

21 

BankAmerica 

5,850 

-2.5 

54,482 

10.5 

0.6 

22 

Bank  of  New  York 

5,633 

1.0 

51,616 

20.2 

6.5 

23 

AmeriTrust 

5,259 

13.6 

23,539 

9.8 

4.8 

24 

The  Boston  Co 

4,900 

-22.6 

23,079 

0.2 

67.3 

25 

Fiduciary  Trust  Co  of  NY 

A      1  A 

1Q  A 
Zj.4 

16,377 

18.2 

82.8 

26 

Northwest  Bancorp 

4,512 

7.1 

24,389 

1 1.0 

2.1 

27 

Capital  Guardian  Trust 

4,500 

1 1.7 

NA 

NA 

NA 

28 

First  Union  Bancorp 

4,467 

2.5 

14,780 

12.0 

4.4 

29 

Girard 

4,200 

9.1 

18,562 

10.0 

4.7 

30 

Security  Pacific 

o,V!>U 

O.  1 

30,031 

12.0 

1.2 

31 

First  Intl  Bancshares 

3,853 

13.8 

1 6, 1 49 

15.4 

1.5 

32 

Republic  of  Texas 

3,721 

20.3 

1 7,599 

14.9 

1.9 

33 

National  City  Corp 

3,508 

12.9 

12,932 

15.2 

3.3 

34 

Irving  Bank 

3,279 

14.7 

23,465 

3.8 

1.8 

35 

First  City  Bancorp 

o,  144 

£  Z.  2 

1 1,026 

3.8 

1.4 

36 

DETROITBANK 

3,140 

1 1.1 

12,829 

1.4 

2.9 

37 

First  Pennsylvania 

3,101 

16.7 

14,680 

15.6 

1.5 

38 

Wachovia 

3,062 

3.2 

15,735 

11.6 

3.6 

39 

American  Natl  (Chicago) 

2,876 

31.7 

9,453 

15.2 

4.6 

40 

Trust  Co  of  Georgia 

2,874 

1 1.3 

13,934 

10.6 

5.1 

First  Wisconsin 

2,796 

11.9 

1  1   ")  7Q 

1  1,1  fo 

Q  C 
o.D 

Z.O 

42 

Citizens  &  Southern  NB 

2,778 

-32.1 

9,273 

-6.0 

2.4 

43 

Marine  Midland 

2,778 

6.3 

18,191 

6.7 

1.3 

44 

Mercantile  Bancorp 

2,756 

15.3 

9,792 

8.5 

2.6 

45 

Boatmen's  Bancshares 

2,735 

9.8 

5.572 

14.1 

3.9 

46 

Manufacturers  Natl 

2,692 

-1.1 

8,149 

21.7 

2.0 

47 

State  Street  Boston 

2,614 

16.2 

21,957 

23.1 

8.8 

Mercantile  Bankshares 

2,584 

1 1.2 

12,916 

9.1 

11.6 

American  Fletcher 

2,584 

15.1 

6,362 

21.4 

2.5 

Pittsburgh  National 

2,568 

12.0 

16,274 

7.1 

3.5 

udes  only  accounts  over  which  the  bank  exercises  investment  discretion.    tFigures  for  1978  do 
Lionel  D.  Edie  &  Co.  acquisition.    NA:  Not  available. 


on  only  58%.  Many  other  banks  were  in 
similar  or  worse  shape.  (The  lag  be- 
tween the  cost  of  money  and  the  price 
of  money,  of  course,  works  in  the  banks' 
favor  when  interest  rates  decline.  But 
when  will  that  be?) 

Yet  another  window  has  been  closed 
to  the  banks  this  time.  In  the  past  it  was 
usually  possible  to  raise  lendable  money 
by  selling  off  holdings  of  Treasury  securi- 
ties and  tax-exempt  bonds.  But  with  the 
bond  market  in  collapse,  that  course 
would  involve  prohibitive  losses. 

There's  another  problem:  debt.  Citi- 
corp, the  country's  second-largest  bank 
holding  company,  is  also  the  second 
most  heavily  leveraged  big  bank  in 
America,  with  55.6%  of  its  total  capital 
in  long-term  debt  (up  from  50.5%  in 
1978).  Marine  Midland  has  nearly  half  of 
its  capital  in  debt;  Chase  Manhattan, 
Manufacturers  Hanover,  Chemical,  Ir- 
ving Bank  and  California's  Wells  Fargo 
all  have  more  than  a  third. 

Debt  represented  by  bonds  is  less  oner- 
ous than  the  liability  of  certificates  of 
deposit.  Citicorp  argues,  in  fact,  that 
debt  earns  its  own  redemption  and  there- 
fore is  really  a  source  of  retained  earnings 
equity.  With  bonds,  so  long  as  they  carry 
a  fixed  rate,  the  cost  doesn't  rise  with 
interest  rates.  But  debt  is  still  debt  and 
the  banking  authorities  would  rather  see 
the  system  financed  with  equity  capital. 
But  how  can  it  be?  Most  bank  stocks 
today  sell  well  below  book  value.  Selling 
equity  would  involve  merciless  dilution 
for  existing  shareholders. 

Reflecting  all  these  woes,  bank  stocks 
have  collapsed  this  year.  Citicorp  is 
down  36%,  BankAmerica  down  29% 
and  First  Chicago  down  33%.  The  de- 
cline in  bank  stocks  has  been  two-and- 
one-half  times  greater  than  that  for  the 
Dow  [ones  industrials.  Chase  Manhattan 
now  sells  at  a  discount  of  nearly  43% 
from  its  book  value  and  Chase  has  plenty 
of  company.  Rumors  are  rife  that  some 
spectacular  failures — like  that  of  Frank- 
lin National  in  1974 — are  imminent. 
Warren  Marcus,  a  partner  and  senior 
bank  analyst  at  Salomon  Brothers,  ex- 
pects regional  banks  to  turn  in  better 
results  than  the  large  money-center 
banks  because  the  former  are  not  nearly 
as  dependent  on  the  money  market  for 
raising  funds. 

Forbes'  profile  of  the  100  largest  bank 
holding  companies  begins  on  page  104. 
The  figures  contain  clues  to  the  banks 
most  likely  to  hold  up  well  in  this  envi- 
ronment. Well-capitalized  banks  show 
up  generally  as  those  with  the  smallest 
amount  of  debt  to  capital.  Generally, 
they  are  the  banks  which  will,  in  effect, 
have  low-cost  money  readily  available  to 
lend  and  invest  at  19% -plus. 

But  for  many  banks  the  situation  is 
extremely  hairy.  You  can  say  this  for 
sure:  Banking  is  no  longer  a  quiet,  dull 
business.  ■ 
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Atop  international  bank  should 
be  located  where  its  customers 
do  business. 


RE4UTY, 

At  Continental  Bank,  we  think 
geographical  proximity  is  not  just 
desirable,  it's  essential. 

Proximity  increases  communication.  Reduces 
response  time.  And  leads  to  a  strong  working 
relationship.  So  our  financial  teams  are  never  more 
than  minutes  away  from  the  headquarters  and 
subsidiary  offices  of  the  customers  they  serve.  It's 
what  you  expect  from  a  top  international  bank. 
At  Continental  Bank,  it's  reality. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and 
Trust  Company  of  Chicago 


Argentina  -  Australia  -  Austria  -  Bahamas  -  Bahrain  -  Belgium  -  Brazil  -  Canada  -  Colombia  -  France  -  Greece  -  Hong  Kong  -  Indonesia  -  Italy  -  Japan  -  Kenya  -  Korea 
Lebanon  -  Malaysia  -  Mexico  -  The  Netherlands  -  The  Philippines  -  Singapore  -  Spain  -  Switzerland  -  Taiwan  -  Thailand  ■  United  Kingdom  -  Venezuela  -  West  Germany 
United  States  -  Chicago  -  New  York  -  Los  Angeles  -  Houston  -  Dallas  ■  Miami  ■  Cleveland  -  San  Francisco  -  Denver 


Without  insurance,  the 
rare  white-fronted  lerra 
could  suffer  a  fate  worse 
than  death. 


Extinction. 

It  could  happen  to  many  of  the  animals, 
birds,  and  reptiles  in  today  s  over' 
crowded  world. 

That  s  why  scientists  at  the  San  Diego 
Zoo  are  working  on  programs  to 
breed  endangered  species  in  captivity.  To 
ensure  that  they  won't  go  the  way  of 
the  dinosaur. 

Insurance  helps  make  this  possible . . . 
because  without  it,  no  200  could  afford 
the  risks  involved  in  its  many  activities. 
In  fact,  without  insurance,  you  might 
never  get  to  enjoy  a  lot  of  things  that 
bring  you  closer  to  nature. 

Insurance  isn't  just  for  when  things 
go  wrong.  It  also  helps  us  get  more 
out  of  life.  And  because  insurance  allows 
people  to  face  financial  risks  they  other' 
wise  couldn't  afford,  it  plays  a  vital  role 
in  America  s  free  enterprise  system. 

We're  proud  of  the  insurance  business. 
And  the  people  involved  in  it.  Especially 
our  more  than  1,300  independent  in' 
surance  agents  and  brokers  who,  with  us, 
are  dedicated  to  helping  insure  the 
American  way  of  life. 


Industrial  Indemnity 

a  Crum  and  Forster  organization 


Home  Office:  San  Francisco  94120 


Why  is  the  oil  company  built  by  Leon  Hess  so 
meagerly  valued  by  Wall  Street?  Well,  there's 
the  consensus  view  and  there's  the  other  view. 

Amerada  Hess — 
a  bad  rap? 


EVEN  BEFORE  THE  OIL  STOCKS  BROKE 
last  month,  Amerada  Hess  was  an 
orphan  at  the  feast.  While  Mobil, 
Exxon  and  Gulf  Oil  were  regularly  setting 
new  highs  in  February,  Amerada  barely 
got  above  its  1971  price  of  58%.  Now, 
it's  even  worse:  At  around  47  recently,  it 
was  selling  at  only  60%  of  what  its  oil 
and  gas  was  probably  worth  and  with 
nothing  at  all  for  its  refineries,  pipelines 
and  working  capital.  Its  P/E?  A  miserable 
4.  Does  Amerada  deserve  this  bad  rap? 

Look  at  the  negatives:  Sharp  swings  in 
earnings  are  commonplace  in  the  refin- 
ing and  marketing  end  of  the  oil  indus- 
try, but  that's  where  $6.8  billion  (rev- 
enues) Amerada  Hess,  with  its  700,000- 
barrel-a-day  refinery  at  St.  Croix  in  the 
Virgin  Islands,  is  heaviest.  In  1976,  for 
example,  refining  and  marketing  profits 
were  about  $35  million.  The  next  year 
they  doubled.  In  1978  they  fell  to  $27 
million.  Last  year  they  roared  up  to  about 
$280  million,  or  $7  a  share  out  of  total 
earnings  of  $12.15.  Wall  Street  shuns 
that  kind  of  unpredictability,  especially 
when  the  roller  coaster  is  about  to  turn 
down.  The  company  did  well  in  1979 
because  its  giant  refinery  was  running  at 
600,000  barrels  a  day.  Now,  without  the 
Iranian  oil  that  once  provided  up  to  46% 
of  its  needs — and  because  of  other,  more 
recent  cutbacks  in  Libya — St.  Croix  will 
probably  run  at  only  350,000  to  400,000 
barrels  for  most  of  this  year.  Amerada's 
FIFO  accounting  will  exacerbate  the 
earnings  swing.  Result:  Refining  and 
marketing  earnings,  says  Goldman, 
Sachs  analyst  Todd  L.  Bergman,  will 
probably  be  cut  in  half — at  least. 

To  supply  the  refinery,  the  company 
has  been  reportedly  trying  to  acquire  .a 
LJ.S.  producer  of  crude  oil — perhaps, 
along  with  the  Hunt  brothers  of  Texas, 
reserve-rich  Louisiana  Land  &  Explora- 
tion (Amerada  has  long  owned  2  million 
shares),  or  a  company  like  Houston  Oil  & 
Minerals  or  General  American  Oil.  But 
at  today's  acquisition  prices,  it  would  be 
terribly  expensive.  Also,  in  1982  its  16- 


The  Streetwalker 


Amerada  Hess  gas  station  in  New  York 


Pumping  more  than  gasoline. 

year  tax  holiday  in  the  Virgin  Islands  will 
expire  and  that  might  quadruple  last 
year's  tax  rate. 

Then  there  is  the  reclusive  Leon  Hess 
himself.  Hess  rarely  talks  to  anyone,  so 
he  need  hardly  apologize  to  those  inves- 
tors who  rushed  into  his  stock  after  the 
1969  acquisition  of  Amerada  Oil,  expect- 
ing rapid  earnings  growth  that  didn't  ma- 
terialize. Once  burned,  though,  they've 
been  skeptical.  In  markets  like  we're 
having  these  days,  when  stocks  of  solid, 
growing  companies  are  on  the  bargain 
counter,  who  needs  uncertainties? 

But  while  the  consensus  is  cautious  on 
Amerada  Hess,  the  stock  also  has  its 
boosters.  Bruce  Lazier  of  Paine  Webber 
Mitchell  Hutchins,  for  example.  While 
most  analysts  see  in  the  company  a  re- 
finer that  is  perpetually  short  of  crude  oil 
and  thus  subject  to  wide  swings  in  earn- 
ings, the  stock's  boosters  see  a  growing 
oil  and  gas  producer  whose  reserves  have 
nearly  doubled  over  the  last  five  years  to 
about  950  million  barrels  of  oil  and  2.5 
trillion  cubic  feet  of  gas.  About  63%  of 
the  oil  and  all  the  gas  is  outside  the 
Organization  of  Petroleum  Exporting 


Countries,  mainly  in  the  North  Sea,  the 
U.S.  and  Canada.  In  fact,  if  the  St.  Croix 
refinery  sank  into  the  Caribbean,  Lazier 
jokingly  says,  Amerada's  numbers  as  a 
production  company  would  stack  up  well 
against  such  premier  independents  as  Su- 
perior Oil  or  Louisiana  Land,  whose  PL 
ratios  are  more  than  double  Amerada's. 

Last  year,  Lazier  points  out,  the  com- 
pany's earnings  from  crude  oil  and  gas 
production  were  about  $5  a  share.  This 
year,  he  figures,  they  could  be  $8.  An- 
other bull  on  the  stock  is  Bergman.  By 
1983  or  1984,  he  predicts,  the  company 
could  be  getting  $12  a  share  as  its  North 
Sea  and  U.S.  fields  come  into  fuller  pro- 
duction and  as  U.S.  oil  is  decontrolled. 
Says  Lazier:  "Amerada  has  one  of  the 
best  decontrol  positions  of  any  oil  com- 
pany. Over  the  next  two  to  three  years, 
decontrol  alone  could  add  about  $4  a 
share  after  taxes." 

The  bulls  concede  that  earnings  from 
the  refinery  will  drop  sharply  this  year, 
but  they  expect  that  a  good  part  of  the 
drop  will  be  made  up  by  higher  oil  and  gas 
earnings.  Thus,  that  anticipated  $3.50  or 
so  per-share  drop-off  in  refining  and  mar- 
keting will  translate  into  a  decline  of  only 
about  $2  in  overall  earnings.  If  those  as- 
sumptions are  correct,  the  stock  will  earn 
over  $10  a  share  this  year,  giving  it  a 
price/earnings  ratio  of  only  5.  Compare 
this  with  P/E  estimates  for  Marathon  Oil 
and  Union  Oil  of  about  7.5. 

Now,  look  at  underlying  value,  argue 
the  two  analysts.  Amerada  Hess  shows  a 
book  value  net  worth  of  about  $43  a 
share,  but  Lazier  and  Bergman  believe  it 
is  at  least  $80,  not  even  counting  $500 
million  in  marketing  assets  or  $100  mil- 
lion (at  recent  prices)  for  its  2  million 
shares  of  Louisiana  Land.  Since  1975 
per-share  total  equity  has  nearly  tripled, 
and  Bergman  thinks  it  will  be  $50  by  the 
end  of  this  year.  The  company  also  has 
reduced  the  enormous  leverage  caused  by 
the  Amerada  acquisition  to  a  much  more 
manageable  34%  debt  ratio. 

One  question  mark — the  only  real  one, 
in  the  view  of  a  number  of  analysts — is 
Leon  Hess,  now  65.  What  would  Amer- 
ada Hess  be  worth  without  him?  Well, 
what  was  Getty  Oil  worth  without  J. 
Paul  Getty?  A  great  deal,  as  it  turned  out, 
because  Getty  patiently  accumulated  the 
assets  and  OPEC  magnified  their  value. 
How  well  did  Leon  Hess  build?  Answers 
Bruce  Lazier:  "On  a  real-value  basis, 
Hess  got  back  nearly  $4  or  $5  in  produc- 
tion assets  for  every  dollar  in  refining 
assets  he  paid  for  Amerada.  That's  what 
Leon  Hess  is  all  about."  For  those  who 
have  forgotten,  or  never  knew:  It  took 
Wall  Street  a  long  time  to  appreciate 
what  J.  Paul  Getty  was  all  about.  So 
there's  an  intriguing  precedent  here.  Be- 
sides, if  it  weren't  for  those  negatives 
about  that  giant,  partly  idle  refinery,  you 
don't  think  you  could  buy  the  stock  for  4 
times  earnings,  do  you?— Howard Rudnitsky 
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And  I  listened." 

"E.  F.  Hutton  showed  me  how  to 
make  my  winnings  go  further,  how  i 
to  build  a  nest  egg  for  the  future,  / 
and  more  importantly,  how  to  / 
stay  ahead  of  that  inflation  bogey  / 

"My  advice  is  to  listen  to  / 
your  E.F.  Hutton  broker  and  fir 
out  how  he  can  help  yoi 

"You'll  never  know 
you'll  need  the  money" 


It  wasn't  that  they  were  poor.  They 
were  on  the  go. 

And  at  Grace,  we  knew  that  more 
active  life-styles  meant  more  meals 
away  from  home.  So  we  began 
a  diversified  program  of  restaurant 
acquisition  and  development. 

We  started  with  conveniently  located 
coffee  shops,  dinner  houses,  and 
theme  restaurants.  Then  invested  in 
Mexican  food  just  as  it  was  becoming 
the  fastest  growing  segment  of  the 
food  industry. 


Today,  our  restaurant  group's  net  sales 
are  increasing  about  twice  as  fast  as 
the  industry  average.  And  we  plan  to 
more  than  double  our  restaurant 
units  by  1984. 

Consumer  businesses  like  restaurants 
and  specialty  retailing  are  just  one 
part  of  W.R.Grace  &  Co.  In  fact, 
Grace  is  a  $5.3  billion  company  with 
balanced  interests  in  chemicals,  natural 
resources,  and  consumer  products. 

Since  1969,  the  company's  net 
income  has  grown  by  an  average  of 


14%  annually.  And  shareholders 

have  been  receiving  cash  dividends 

for 46  consecutive  years. 

Our  annual  report  can  tell  you  more. 

Send  for  it  by  writing  to: 

W.  R.  Grace  &  Co.,  Grace  Plaza, 

1114  Avenue  of  the  Americas, 

New  York,  N.Y  10036,  Dept.  FB-3. 

One  step  ahead  of  a 
changing  world. 

GRACE 

chemicals  •  natural  resources  •  consumer  products 


Undewalued  Hammermill  Paper  was  happily 
obscure — until  Wall  Street  high-roller  Carl 
rcahn  decided  it  was  worth  a  play.  Now  Ham- 
nermiWs  directors  feel  like . . . 


Sitting  ducks 


By  Stanley  Ginsberg 

Few  things  cause  corporate  man- 
agement greater  consternation 
than  the  sudden  appearance  of  a 
)ig-block  stockholder — especially  a  new 
tockholder  who  makes  it  abundantly 
:lear  that  he  has  no  qualms  about  upset- 
ing  the  corporate  applecart  if  he  can 
>rofit  by  it.  So  it  comes  as  no  surprise 
hat  Albert  F.  Duval,  president  and  chief 
executive  of  Hammermill  Paper  Co.,  was 
ess  than  pleased  to  learn  that  Carl  C. 
cahn,  44,  a  high-rolling  risk  arbitrager, 
lad  acquired  voting  control  of  10.2%  of 
-lammermill  stock. 

Duval  has  good  cause  for  worry.  If 
ecent  history  is  any  indication,  Icahn 
vill  parlay  his  shares  into  a  seat  on  the 
>oard,  where  he  will  agitate  for  the  sale 
if  the  company,  either  in  part  or  in 
vhole,  to  some  third  party. 

For  Icahn  has  introduced  a  new  wrin- 
de  into  the  game  of  risk  arbitrage.  Be- 
ides  buying  probable  takeover  stocks  on 
he  runup  and  holding  them  against  a 
ormal  tender  offer — the  standard  arbi- 
rager's  gambit — Icahn  specializes  in 
.uying  up  undervalued  equities  before  New  wave  arbitrager  Carl  Icdhn 
rhe  Street  discovers  them  and  then  fore-  "Talk  ^fi^  and  canV  a  bi9  block." 
ng  the  company's  own  board  of  direc-  convertible  bonds  into  options,  then  lat- 
ors  to  solicit  acquisition  offers.  If  he  er  into  risk  arbitrage  and  discount  bro- 
•ncounters  resistance,  Icahn  has  no  hesi-  kerage.  Each  time,  he  was  just  a  little  bit 
ation  about  letting  the  matter  go  to  a  ahead  of  the  crowd.  "Carl  doesn't  like 
>roxy  fight.  After  all,  how  many  share-  crowds,"  says  the  former  associate.  "It's 
lolders  would  decline  a  $40  tender  for  a  easier  to  find  a  new  game  with  no  other 
tock  selling  at  20?  It's  a  gutsy  play — all  players." 

•erfectly  legal.  And  it  works:  In  the  last  His  newest  game  happened  almost  by 
8  months  Icahn  has  used  it  profitably  accident.  Early  in  1978  Icahn  began 
>n  two  companies,  Tappan  Co.  and  Sax-  heavily  buying  Tappan  Co.  stock  with  an 
>n  Industries.  By  all  appearances,  Ham-  eye  toward  holding  it  in  a  standard  arbi- 
nermill  is  about  to  become  his  third.  trage.  Even  though  there  was  no  acquisi- 
Icahn  is  nothing  if  not  creative.  A  tion  on  the  horizon,  the  company  had 
nedical  school  dropout  who  made  his  been  approached  several  times  and  was 
vay  to  Wall  Street  in  1960,  he  has  made  clearly  ripe  for  the  plucking.  At  an  aver- 
nost  of  his  considerable  fortune,  as  one  age  price  of  $8  a  share,  the  household 
ormer  associate  says,  "by  being  where  appliance  manufacturer  was  selling  at 
he  action  isn't."  At  a  succession  of  under  5  times  1978  earnings  of  $1.67  a 
louses,  until  he  started  his  own  in  1968,  share  (on  $256  million  in  sales) — and  a 
cahn  moved  from  trading  stocks  and    whopping  60%  discount  from  its  stated 


book  value  of  $20.05  a  share. 

In  April  1979  the  Tappan  board  decid- 
ed to  authorize  a  new  issue  of  voting 
preferred  stock,  and  Icahn  was  forced  to 
move.  The  new  issue  would  have  diluted 
the  clout  of  his  292,800  shares  and  may 
have  given  the  Tappan  board  the  power 
to  block  unilaterally  any  takeover  at- 
tempt. He  ran  for — and  was  elected  to — a 
seat  on  the  board,  promising  to  move  to 
"retain  an  investment  banker  for  the 
purpose  of  soliciting  proposals  from  third 
parties  to  purchase  Tappan  at  a  price  well 
in  excess  of  the  current  market  price." 
Six  months  later,  in  October,  the  Tappan 
board  accepted  an  $18-a-share  tender  of- 
fer from  AB  Electrolux  of  Sweden.  For  his 
stock,  bought  on  margin  for  a  total  outlay 
of  around  $2.9  million,  Icahn  took  a 
quick  gross  profit  of  $2.8  million. 

Things  moved  even  faster  at  Saxon 
Industries.  Saxon  was  a  nonintegrated 
paper  products  distributor  and  manufac- 
turer whose  $576  million  in  1978  sales 
produced  earnings  of  95  cents  a  share.  At 
an  average  price  of  $6  to  $7  in  1979, 
Saxon  stock  didn't  look  like  much  of  a 
bargain — until  you  looked  at  the  book 
value  of  $15.60  a  share. 

Icahn  looked — and  he  bought.  Be- 
tween July  1979  and  February  1980  Icahn 
and  11  partners  (one  of  whom  was  W.R. 
Tappan,  the  former  Tappan  Co.  chair- 
man) acquired  766,700  shares,  represent- 
ing about  10%  of  Saxon  common.  In 
November  1979  Icahn  met  with  Saxon 
President  Stanley  Lurie  and,  according  to 
published  reports  of  the  meeting,  "re- 
quested representation"  on  the  board  of 
directors.  As  in  the  Tappan  play,  Icahn 
made  no  attempt  to  hide  his  interest  in 
finding  a  buyer  for  the  company. 

The  Saxon  board  was  quick  to  get  the 
message.  In  February  they  offered  Icahn 
and  his  partners  $10.50  a  share.  It  was  an 
easy  alternative  to  the  certain  proxy 
fight  and  power  struggle  that  would  fol- 
low any  attempt  to  gut  it  out.  For  an 
investment  of  $4.6  million  the  partner- 
ship netted  a  six-month  return  of  $2.2 
million  before  taxes  and  expenses. 

So  now  it's  Duval's  turn  to  face  the 
Icahn  meat  grinder,  and  he  certainly  has 
his  work  cut  out  for  him.  In  his  ten  years 
at  Hammermill's  helm,  he  has  strength- 
ened the  company.  In  1970  Hammermill 
earned  $1.53  a  share  on  sales  of  $352 
million;  last  year's  earnings  were  $4.47  on 
$  1 .08  billion  in  sales.  But  the  stock's  price 
has  barely  moved.  In  1970  it  sold  for  an 
average  of  22  V*  a  share;  recently,  it  cost 
23% — a  multiple  of  just  over  5,  and  a  36% 
discount  from  its  book  value  of  $36.84. 

"Hammermill  is  one  of  The  Street's 
cheap  buys,"  comments  one  paper  indus- 
try analyst.  "At  its  replacement  value  of 
$100  to  $110  a  share,  you're  getting  $4 
worth  of  assets  for  every  dollar  you 
spend." 

It's  also  a  prime  takeover  candidate.  In 
the  growing,  capital-intensive  paper  and 
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forest  products  industry,  Hammermill  is 
a  pygmy  among  giants.  "Its  present  ca- 
pacity of  67 1 ,000  tons  of  paper  per  year  is 
adequate  for  present  needs,"  says  the  an- 
alyst, "but  the  sooner  it  can  get  addition- 
al capacity  on  line,  the  better  its  chances 
of  holding  onto  market  share." 

The  problem  is,  new  capacity  is  expen- 
sive: A  150,000-.ton-a-year  pulp  machine 
costs  between  $250  million  and  $300 
million — money  that  is  not  available 
from  HammermiU's  cash  flow.  Duval 
says  that  they  will  spend  somewhere 
around  $250  million  on  capital  improve- 
ments over  the  next  four  years,  much  of 
which  is  slated  for  improving  the  effi- 
ciency of  existing  plant.  But  that's  a  drop 
in  the  bucket  compared  with  the  $2.3 
billion  that  Champion  International 
plans  to  shell  out  during  the  same  period, 
or  the  $4  billion  written  into  Interna- 
tional Paper's  capital  spending  budget 
through  1984. 

While  antitrust  considerations  ought 


to  keep  other  U.S.  papermakers  away, 
the  Europeans  are  suffering  under  no 
such  constraints.  "Fiber  availability  in 
Europe  will  probably  decline  over  the 
next  10  to  20  years,"  says  the  analyst. 
"An  American  company  with  Hammer- 
mill's  resources,  plant  and  reputation 
might  be  a  good  hedge  for  any  European 
company."  What  with  all  those  Eurodol- 
lars losing  value  across  the  Atlantic, 
there's  a  good  chance  someone  will  bite 
before  long. 

That's  what  has  Duval  so  worried.  All 
too  aware  of  HammermiU's  vulnerabil- 
ity, the  last  thing  he  needs  now  is  a 
raider  swooping  down  on  him  from  Wall 
Street.  But  that's  the  chance  you  take  in 
business.  As  someone  close  to  Icahn 
said,  "Blame  it  on  the  market,  if  you're 
looking  for  something  to  blame.  With 
multiples  scraping  the  bottom  and  cap- 
ital nearly  untouchable,  a  lot  of  sound 
companies  are  hurting.  Getting  acquired 
is  one  way  to  solve  the  problem."  ■ 


It  may  look  like  Congress  has  gotten  mucked 
up  again.  But  here's  a  bill  that  will  make  both 
the  farmers  and  the  corporate  chiefs  happy. 


Two  for  the 
price  of  one 


Numbers  Game 


Working  its  way  through  Congress 
now  is  a  package  of  legislation  that 
would  nicely  clean  up  one  of  the  most 
tricky  areas  of  foreign  investment:  U.S. 
taxes.  This  legislation  would  impact  two 
areas:  First,  a  capital  gains  tax  of  up  to 
28%  would  be  applied  to  the  sale  of  U.S. 
real  estate.  And  second,  foreigners  would 
be  exempted  from  paying  taxes — now 
30% — on  income  from  portfolio  invest- 
ments in  the  U.S.,  like  corporate  bonds 
or  stock  dividends. 

At  first  glance,  it  might  appear  that 
these  two  proposed  changes  are  at  odds 
with  each  other:  one  taking  in  more 
taxes,  the  other  giving  the  money  back. 
It's  as  if  the  intent  were  to  redirect  the 
flow  of  foreign  capital  out  of  real  estate 
and  into  securities — which  obviously 
wouldn't  work  since  the  people  buying 
real  estate  generally  tend  to  differ  from 


those  buying  securities.  But  the  fact  is 
the  two  proposed  changes  are  not  coun- 
terproductive in  the  least.  Both  will  bring 
in  revenue  and  at  the  same  time  correct 
some  rather  serious  inequities. 

It  is  obvious  that  a  new  capital  gains 
tax  on  foreign  real  estate  investment  in 
the  U.S.  will  bring  in  dollars,  but  the 
exemption  on  interest  tax  is  a  somewhat 
more  complicated  case.  Here's  what  is 
happening:  As  of  now,  U.S.  corporate 
bonds,  for  example,  are  at  an  extreme 
competitive  disadvantage  in  the  world 
market.  According  to  the  Senate  Finance 
Committee,  "International  bond  issues 
are  often  exempt  from  withholding  taxes 
and  estate  taxes  that  are  imposed  by 
foreign  governments.  In  contrast,  the 
U.S.  withholding  tax  is  generally  im- 
posed .  .  .  which  makes  it  difficult  to 
trade  U.S.  obligations  in  international 
bond  markets.  So,  U.S.  borrowers  often 
have  to  agree  to  reimburse  holders  of  its 
debt  instruments  for  any  U.S.  withhold- 
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Numbers  Game 

I  


ing  tax  which  may  be  due." 

Logically,  then,  elimination  of  the 
withholding  tax  would  make  U.S.  bonds 
more  competitive  abroad,  sell  more 
bonds  and  free  U.S.  firms  from  having  to 
pay  more  to  raise  the  capital.  "This  will 
lead  to  a  substantial  flow  of  foreign  mon- 
ey to  U.S.  markets  and  be  a  great  benefit 
to  the  country,"  says  Nicholas  Rey,  man- 
aging director  of  Merrill  Lynch  White 
Weld  Capital  Markets  Group.  The 
amounts  involved  are  staggering.  Rey  es- 
timates that  this  exemption  should  bring 
in  some  $5  billion  to  $7  billion  in  addi- 
tional capital  each  year.  And  of  course 
the  money  that  the  bond  issuers  save 
will  be  taxable. 

If  this  part  of  the  legislation  should 
please  corporate  America,  the  other  half 
should  bring  hoots  of  joy  from  many 
farmers — if  not  the  foreigners  who  would 
be  paying  the  capital  gains  tax  on  land 
sales.  In  fact,  the  original  thrust  of  the 
legislative  package  was  to  simply  elimi- 
nate the  competitive  disadvantage  that 
U.S.  farmers  had  in  paying  a  capital  gains 
tax  on  farmland. 

This  was  a  popular  notion.  It's  easy  to 
get  people  excited  about  land,  particular- 
ly farmland.  Says  David  Berenson,  a  part- 
ner with  Ernst  &  Whinney,  "When  you 
look  in  other  countries,  quasi-protection- 
1st  movements  like  this  generally  start  in 
the  agricultural  areas."  In  this  instance 
"quasi"  simply  means  putting  Ameri- 
cans on  an  equal  par  with  foreigners. 

However  some  congressmen  wanted 
to  carry  things  further  and  apply  taxes  to 
a  number  of  areas  outside  of  real  estate. 
So  the  Treasury  Department  stepped  in 
with  a  jim-dandy  compromise:  Tax  real 
estate.  All  real  estate,  hut  just  real  estate. 
And  that's  the  status  of  the  legislation 
right  now. 

Naturally  there  were  those  who  didn't 
find  the  compromise  jim-dandy  at  all. 


The  main  objections,  predictably,  came 
from  areas  of  the  country  where  recent 
growth  has  been  fueled  by  foreign  cap- 
ital, like  Houston.  For  example,  Paul  E. 
Anderson,  a  partner  with  big-eight  ac- 
counting firm  Peat  Marwick  Mitchell  in 
Houston,  says:  "The  end  result  of  this 
bill  will  be  that  investment  in  Houston 
and  in  U.S.  real  estate  will  be  much  less 
attractive  to  foreigners." 

But  most  savvy  observers  of  real  estate 
markets  feel  such  concerns  are  exagger- 
ated. Says  Ernst  &  Whinney's  Berenson: 
"These  are  dollars  being  spent  on  the  last 
secure  refuge  in  the  world  today  where 
private  enterprise  and  private  ownership 
of  land  are  safe.  I  don't  think  that  the 
spending  of  that  money  was  governed  by 
whether  or  not  the  foreigners  will  be 
paying  a  capital  gains  tax  or  not." 

One  potential  victim  of  the  new  laws, 
however,  is  in  the  Netherlands  Antilles, 
a  group  of  tiny  islands  in  the  Caribbean. 
Because  of  a  number  of  treaties  with  the 
U.S.,  the  islands  provide  a  tax  haven  for 
European  firms  that  incorporate  there. 
But,  with  the  exemption  on  the  interest 
withholding  tax,  there  won't  be  a  need 
for  a  treaty  exemption.  And  the  real  es- 
tate capital  gains  tax  stipulates  that  no 
treaties  will  be  effective  in  this  area  after 
five  years. 

One  thorny  problem  may  come  in  en- 
forcing the  new  capital  gains  tax.  When 
such  taxes  were  tried  in  years  past,  the 
government  quickly  discovered  that  it  is 
quite  a  trick  getting  money  from  foreign- 
ers— after  they've  sold  the  land  and 
moved  back  to  their  home  country. 

But  in  the  form  the  legislation  is  most 
likely  to  take,  the  burden  is  on  the  party 
purchasing  the  land  and  the  real  estate 
broker,  if  one  is  involved.  They  are  re- 
sponsible for  withholding  the  correct  tax 
and  getting  it  to  the  U.S.  government. 
When  dealing  with  nonresident  aliens, 
this  may  not  always  be  easy,  but  it  seems 
workable. 

Though  Congress  continues  to  wran- 
gle with  questions  of  enforcing  the  cap- 
ital gains  tax,  the  legislation  as  a  package 
stands  an  excellent  chance  of  passing. 
And  that's  encouraging.— Richard  Greene 


Whose  side  are  ya  on, 
Harold? 

It's  hard  enough  staying  in  step  with 
the  regulators  when  they  keep  playing 
the  same  song.  But  when  they  play  a 
tango  and  seem  to  be  dancing  to  a  disco 
beat,  it's  easy  to  get  your  feet  tangled. 

In  mid-January,  Securities  &  Exchange 
Commission  Chairman  Harold  Williams 
gave  a  speech  attacking  the  recent  wave 
of  hostile  takeovers:  "The  long-term  ef- 
fect of  this  type  of  financial  inbreeding  is 
very  troublesome,"  said  Williams.  "Busi- 
nessmen are  spending  increasing  atten- 


tion and  energy  looking  for  companies  to 
acquire  and  in  avoiding  being  themselves 
acquired.  Sometimes  this  process  results 
in  better,  more  innovative  management; 
but  too  often  it  does  not." 

Sound  like  the  SEC  would  be  institut- 
ing antihostile  takeover  regulations? 
Wrong.  In  January  it  came  up  with  1 1 
new  takeover  rules,  the  most  important 
of  which  will  have  a  net  effect  of  making 
takeovers  easier. 

The  most  dramatic  development  may 
eliminate  the  safe  harbor  offered  by  state 
laws.  For  example,  when  Occidental  Pe- 
troleum made  its  unsuccessful  run  at 
Mead  Corp.,  Mead  jumped  into  the  arms 
of  the  state  of  Ohio,  whimpering,  "Pro- 
tect me."  Obliging  Ohio  bureaucrats 
were  able  to  delay  the  takeover  long 
enough  for  Mead  to  set  up  some  success- 
ful defenses. 

But  that  may  no  longer  be  possible. 
Now  a  takeover  may  legally  begin  when 
it's  filed  with  the  SEC — not  when  the 
state  officials  decide  that  it's  okay.  Says 
Kenneth  L.  Edlow,  an  arbitrage  partner 
with  Bear,  Stearns:  "To  the  extent  that 
this  will  tear  down  those  state  laws,  it 
will  tilt  the  scale  in  favor  of  encouraging 
tender  offers." 

Naturally,  the  states  didn't  like  this. 
Ohio  is  going  to  the  courts  to  keep  its 
laws  standing.  In  New  York,  Rosario  Re- 
sources went  to  the  courts  earlier  this 
year  to  use  New  York's  laws  to  hold 
Hudson's  Bay  Co.  at  arm's  length. 

Yet  another  SEC  decision  adds  to  the 
smiles  on  takeover  artists'  faces.  This 
one  forces  companies  to  make  stock- 
holder lists  quickly  available  in  the  event 
of  a  tender,  or  to  deliver  the  offer  to  its 
shareholders.  Up  until  now,  target  com- 
panies could  delay  by  forcing  acquirers  to 
go  to  court  for  those  lists.  Of  course,  the 
acquirer  could  place  newspaper  adver- 
tisements, but  you  can  make  a  more 
powerful — and  direct — plea  if  you  can  go 
directly  to  the  shareholder. 

There  are  several  other  recent  SEC  rul- 
ings that  work  on  the  other  side,  making 
takeovers  more  difficult.  One,  for  exam- 
ple, gives  a  stockholder  a  maximum  of  15 
working  days — instead  of  7  days  total — 
to  change  his  mind  about  a  tender  he's 
already  sent  in.  And  there  has  been  dis- 
cussion of  additional  rulings  to  impede 
takeovers  further.  But  although  the 
SEC's  avowed  goal  is  to  achieve  balance 
between  acquisitor  and  target,  it  seems 
to  have  helped  the  acquisitor  more. 

All  of  which  goes  to  show  that  a  regu- 
lator's life  is  not  a  happy  one.  Williams 
really  doesn't  want  to  help  hostile  take- 
overs. But  neither  does  he  want  to  make 
it  easy  for  sluggish  managements  to  hold 
on  to  their  jobs  and  perks  in  total  disre- 
gard of  shareholder  interests. 

So,  Williams  can  make  up  his  mind 
whose  side  he's  on.  But  he  realizes  that 
not  all  the  justice  resides  on  either 
side. — Richard  Greene 
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When  you  wanta  bank  that 
can  put  together  money 
for  major  projects 


OUR  SOLUTION: 


|  In  major  capital 
I  investment  every 
''  project  is  unique., 
every  loan  tailor-made. 

So,  project  financing  at  Bank 
of  Montreal  involves  tailoring  fl- 
our services  to  meet  your  special 
needs.  Finding  solutions  attrac- 
tive to  both  lenders  and  sponsors. 

That's  why  our  Project  Financ- 
ing Group  is  organized  into  teams 
with  direct  access  to  major 
decision-making  authority. 

When  you  call  us,  you 
call  direct. 

MAJOR  INVESTMENTS 
WORLDWIDE 

Some  examples:  Last  year  Bank  ot 
Montreal,  together  with  Bank  of 
America  and  Manufacturers 
Hanover  Ltd.,  helped  put  together 
the  $660  million  (U.S.)  needed 
to  back  development  of  the 
third  largest  copper  mine  in  the 
world,  Mexico's  La  Caridad. 


•  The  loan  was  the  largest  ever 
granted  a  Mexican  private  sector 
company. 

•  Our  Mining  Services  Depart- 
ment supplied  the  necessary 
technical  expertise. 

•  This  one  project  will  double 
the  copper  mining  capacity 
of  Mexico. 

Besides  La  Caridad,  Bank  of 
Montreal  last  year  helped  arrange 
financing  for  such  major  private 
sector  projects  as  a  Spanish  utility 


and  a  steelworks  and  chemical 
company  in  Denmark. 

Now,  when  you  want  a  bank 
that  can  fit  the  solution  to  the 
problem  (not  vice  versa),  you 
nave  our  credentials. 

THE  FIRST 
CANADIAN  BANK 


Bank  of  Montreal  was,  indeed,  the 
first  bank  established  in  Canada, 
in  1817.  And  the  first  to  venture 
outside  of  Canada,  to  the  U.S. 
and  England,  in  1818. 

But  to  us,  "first"  is  more  than 
a  date.  It's  an  attitude. 


An  early 
branch  bank 
in  Mexico. 


We  intend  to  live  up  to  the  "first" 
in  The  First  Canadian  Bank, 
worldwide. 


Today's  Bunker  Ramo 
operates  more  aircraft  in  a 
day  than  the  average  pilot 
will  fly  in  a  lifetime. 


Among  other  things,  a  commercial 
airplane  is  a  marvel  of  electrical, 
electronic  and  hydraulic 
components.  All  of  which  have  to  be 
connected  to  make  that  airplane 
operable. 

That's  why  connectors  become  so 
critical.  And  when  you  consider  that 
every  commercial  aircraft  requires 
about  1 500,  you  can  easily 
understand  why  connectors  are  big 
business  for  Bunker  Ramo. 

Probably  no  connectors  are  better 
known  than  those  marketed  by 
Bunker  Ramo  under  the  Amphenol 
name.  Ranging  from  low-cost  simple 
designs  to  the  highest-technology 
sophisticated  environmental 
products  for  space  and  defense, 
Amphenol connectors  are  also 
serving  the  needs  of  international 
customers  in  business  equipment, 


instrumentation,  federal  technology, 
radio  frequency  communications  and 
telephony. 

To  sustain  and  strengthen 
Amphenol  leadership,  Bunker  Ramo 
invests  heavily  in  new  product 
development  and  in  technologically 
advanced  production  equipment. 

Today,  through  our  well-known 


Amphenol  connectors,  Bunker 
Ramo  has  a  leading  position 
in  the  aerospace  and  aircraft 
industries,  a  strong  foothold  in 
telecommunications,  and  a  growing 
role  in  fiber  optics.  In  addition,  we  are 
a  major  producer  of  the  data 
terminals  and  minicomputers  that, 
together,  comprise  the  information 
systems  widely  used  by  commercial 
banks,  thrift  institutions,  insurance 
companies  and  brokerage  houses. 

Most  important,  we  are  a  company 
with  a  reservoir  of  high  technology,  a 
solid  base  of  innovative  products, 
and  a  strong  management  team.  All 
of  which  is  why  today's  Bunker  Ramo 
is  a  company  that's  on  the  move.  For 
our  latest  financial  reports,  write 
Bunker  Ramo  Corporation,  Dept.  FR, 
900  Commerce  Drive,  Oak  Brook, 
Illinois  60521. 


BUNKER 
RAMO 


Shopsmith  is  built  from  the  ashes  of  a  business  that  failed  years  before. 
All  fohn  Folkerth  added  to  products  that  were  18  years  old  was  new 
marketing  approaches — and  total  commitment. 


Phoenix 


The  Up-And-Comers 


fUST  ABOUT  THE  LAST  PLACE  you'd  expect 

to  find  a  successful  young  entrepreneur  is 
in  the  corporate  cemetery  robbing 
graves.  But  that's  precisely  how  a  little 
outfit  called  Shopsmith  got  started  a  few 
years  ago  in  Vandalia,  Ohio,  a  suburb  of 
Dayton.  If  you  doubt  that  an  emerging 
growth  company  can  be  crafted  from  the 
ashes  of  a  business  line  that  went  belly- 
up  years  before,  just  take  a  look  at  the 
track  record  little  Shopsmith  trotted  out 
when  it  went  public  last  year:  a  five-year 
average  eamings-per-share  growth  rate 
of  72%,  return  on  equity  currently  run- 
ning at  39.3%  with  long-term  debt  only 
16%  of  book  value. 

It  all  started  with  a  missing  saw  blade. 

lohn  Folkerth  was  a  closet  woodwork- 
er back  in  1971.  By  day  he  was  a  stock- 
broker at  a  Merrill  Lynch  office  in  his 
native  Dayton.  But  come  nightfall,  38- 
year-old  Folkerth  was  down  in  the  base- 
ment doing  clever  things  to  pieces  of 
wood.  One  day,  as  chance  would  have  it, 
he  brought  home  a  radial  arm  saw  he'd 
gotten  a  real  bargain  on.  All  it  needed 
was  a  new  saw  blade.  Then  he  learned 
why  he'd  gotten  a  real  bargain  on  it:  The 
saw  and  the  saw  blade  had  been  out  of 
production  for  six  years. 

Now  this  might  have  made  some  men 
kick  the  machine  and  feel  stupid.  Not 
young  Folkerth.  He'd  been  reading  his 
home  mechanics  magazines  faithfully 
and  he  knew  that  his  saw  was  a  "Saw- 
smith,"  made  by  the  same  people  who 
gave  the  world  the  "Shopsmith,"  a 
top-of-the-line  multipurpose  tool  well 
known  in  the  closet  woodworking  set 
since  the  end  of  World  War  II.  So  there 
must  be  a  juicy  little  spare  parts  busi- 
ness to  be  had.  That  was  sort  of  a  knee- 
jerk  reaction  for  anyone  from  Dayton 
with  its  innumerable  machine  shops 
and  extensive  metalworking  knowhow. 
It  wouldn't  cost  much  to  get  into  the 
parts  business,  Folkerth  figured — maybe 


$5,000  to  S  10,000,  which  he  could  easily 
borrow.  He  could  even  do  it  in  his  spare 
time.  After  all,  he  was  familiar  with  the 
business — his  dad  ran  a  fair-size  ma- 
chine shop  in  town. 

So  Folkerth  charged  off  and  contacted 
the  company  that  had  abandoned  the 
Shopsmith  product  line  back  in  1965. 
They  said  they'd  be  happy  to  sell  him  the 
rights  to  the  Shopsmith  line  and  the  tool- 
ing for  it  for,  say,  $250,000.  Now  that 
was  quite  a  bit  more  than  Folkerth  had 
bargained  for.  After  all,  Folkerth  was  a 
broke  broker.  And  Folkerth  senior,  with 
whom  he  was  then  on  the  outs,  wasn't 
willing  to  cough  up  a  dime. 

Hopeless.  But  fohn  Folkerth  found  it 
an  irresistible  challenge.  "I  said  to  my- 
self, 'Here's  your  chance,  baby!'  "  he  re- 
calls. "Now  did  I  have  the  guts  to  look 
myself  in  the  eye  for  the  next  25  years, 
going  into  Merrill  Lynch  and  wondering 
why  some  little  old  lady's  dividend  didn't 
get  to  her,  always  thinking,  'You  got  your 
big  break  and  you  didn't  have  the  guts  to 
try  it'?  I  read  all  those  articles  in  Forbes 
about  turnarounds  and  men  who'd  built 
great  businesses  and  I  always  thought  if  I 
had  the  opportunity  /  could  do  that.  Well, 
here  was  my  opportunity.  I  didn't  have 
the  guts  >ujt  to  do  it." 

Crazy.  But  not  quite  as  crazy  as  you 
might  think.  For  one  thing  the  demand 
still  seemed  to  be  there.  Folkerth  found  a 
thick  stack  of  mail  from  woodworkers 
and  hardware  store  owners  all  wanting  to 
know  when  the  Shopsmith  tool  was 
coming  back  on  the  market.  For  do-it- 
yourselfers  it  has  always  been  a  dream 
machine  ever  since  clever  Hans  Gold- 
schmidt  invented  it  in  1946 — a  combina- 
tion table  saw,  lathe,  horizontal  boring 
machine,  disc  sander  and  vertical  drill 
press  all  in  one.  It  was  at  once  a  signif- 
icantly cheaper  package  than  the  equiv- 
alent machines  would  cost  individually, 
and  one  that  required  far  less  space.  By 


1971  there  still  wasn't  anything  like  it  on 
the  market.  Reviving  the  old  hardware 
store  distribution  system  seemed  quite 
possible.   Folkerth  had  carefully  can- 
vassed 50  of  the  old  hardware-store  dis-  ! 
tributors  from  various  areas  of  the  coun- 
try, seeking  their  advice.  Then,  on  the 
basis  of  that  he  drew  up  an  elaborate  | 
business  plan,  full  of  the  kind  of  cash  I 
flow  projections  he  knew  sophisticated  I 
investors  would  demand.  As  for  the  ma- 
chinery to  make  the  Shopsmith,  there  | 
were  enough  tools  and  dies  to  crank  out  I 
25,000  Mark  V  units  a  year  plus  a  fair  ! 
amount  of  the  newer  Mark  VHs  and 
Sawsmiths. 

So  Folkerth,  a  wife,  three  children  and 
a  mortgage  notwithstanding,  rolled  the 
dice.  He  borrowed  $5,000  and  offered  to 
buy  a  one-year  option  on  the  business  to 
give  himself  time  to  raise  some  more 
money.  "I  didn't  tell  them  that  I  didn't 
have  any  money!"  he  says  with  a  sudden 
guffaw.  It  took  the  lawyers  four  months 
to  hammer  out  that  option,  which  Fol- 
kerth felt  had  to  be  ironclad  if  he  was 
ever  going  to  use  it  to  persuade  people  to 
go  in  with  him  on  the  deal.  Once  he  got 
the  option,  Folkerth  quit  Merrill  Lynch 
and  set  out  to  raise  capital. 

At  first  it  looked  like  it  might  be 
smooth  sailing.  Almost  immediately  a 
local  Ohio  manufacturer  named  John 
Scarbrough  offered  to  joint  venture  the 
deal,  leaving  Folkerth  with  a  10%  equity 
stake.  Folkerth  thought  he  could  do  bet- 
ter than  that  and  politely  turned  Scar- 
brough down.  Then  things  took  a  turn 
for  the  worse.  It  took  Folkerth  five 
months  to  find  a  bank  that  agreed,  on 
Scarbrough's  recommendation,  to  spon- 
sor him  for  a  $350,000  Small  Business 
Administration  guaranteed  loan  if  he 
could  raise  S 1 50,000  in  equity.  Now,  for  a 
broker  of  ten  years'  experience  you 
might  think  that  would  be  a  simple  task. 
But  it  wasn't.  The  next  pitfall  Folkerth 
encountered  was  full  of  red  tape.  In  order 
to  peddle  a  new  issue  to  25  or  fewer 
"sophisticated  investors"  Folkerth  had 
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bn  Folkerth  oj  Shopsmith 

thought,  'Here's  your  chance,  baby!'  I  didnt  have  the  guts  not  to  do  it. 


i  become  a  licensed  broker-dealer,  and 
iat  took  him  four  more  months.  "That 
as  almost  a  killer,"  he  says.  "If  it  had 
me  on  another  two  months  I  don't 
ink  I  could  have  held  out.  I  had  five 
aster  Charge  cards  and  two  Bank- 
mencard  cards  with  nice  $2,500  limits 
id  I  pushed  them  right  to  the  hilt.  I  had 
second  mortgage  on  my  house.  I  guess 
m  either  go  into  this  all  the  way  or  you 
m't  go  in." 

When  the  dust  finally  settled  and  the 
;w  Shopsmith  was  born  in  March  of 
'72,  President  John  Folkerth  wound  up 
ith  a  56%  equity  stake  in  the  company 
exchange  for  $18,000  worth  of  person- 
loans  now  charged  to  the  company, 
ne  year  later  the  first  Shopsmith  unit 
ime  off  the  production  line.  Two  years 
ter  John  Folkerth  was  in  clover,  or 
'night  he  was  anyway.  "We  were  on  top 
the  world,"  he  says.  "Our  quality  was 
>od.  We  were  shipping  to  about  200 
:alers.  And  we  were  making  $10,000  a 
onth." 

Wrong.  "When  we  got  our  physical 
ventory  at  year-end  we  found  out  we 
ere  $220,000  short,"  says  Folkerth. 
/Ve  had  been  undercosting.  Every  time 
e  produced  a  unit  we  were  marking  our 
ventory  down  by  $300.  We  should  have 
:en  marking  it  down  by  $400.  So  in- 
ead  of  the  $120,000  profit  we  thought 
e  had,  we  wound  up  with  a  $109,000 
ss." 

It  was  a  catastrophe.  "It  almost  put  us 
ider,"  Folkerth  concedes.  "We  were 
ally  up  against  the  wall.  We  were  more 


than  technically  bankrupt.  We  were  way 
under.  I  spent  the  next  four  months  hold- 
ing hands  and  signing  personal  notes." 

How  could  Folkerth  possibly  have 
made  so  basic  a  mistake  when  he'd 
worked  for  years  as  a  supervisor  in  his 
father's  machine  shop?  Simple.  The  one 
thing  most  machine  shops  have  very  lit- 
tle of  is  inventory.  Unaware  of  how  cru- 
cial tight  inventory  control  is  in  most 
businesses,  Folkerth  didn't  bother  with 
the  usual  timekeeper  and  inventory 
clerk.  He  just  assumed  that  if  a  normal 
shop  operates  at  85%  efficiency,  then 
one  that  was  just  starting  probably  ran  at 
70%  efficiency.  But  it  was  the  year  of 
economy-wide  materials  shortages,  and 
Shopsmith's  true  efficiency  was  down 
around  45%. 

With  agility  born  of  desperation,  Fol- 
kerth managed  to  juggle  his  debts  just 
long  enough  for  Shopsmith  to  produce  its 
way  out  from  under  during  the  remain- 
der of  1974.  But  as  1974  unfolded  still 
more  trouble  surfaced.  "Many  of  our 
dealers  were  using  the  FISH  method  of 
accounting — First  In  Still  Here,"  he 
quips.  "It  was  obvious  that  without  some 
sort  of  factory  demonstration  they  just 
weren't  going  to  sell  our  units."  But  how 
could  marginal  Shopsmith  get  the  need- 
ed crowds  without  ruinously  expensive 
advertising? 

It  was  then,  finally,  that  Shopsmith 
got  lucky.  Marketing  head  Larry  Blank, 
another  former  Merrill  Lynch  broker, 
was  walking  through  a  shopping  mall 
one  day  when  he  noticed  some  people 


selling  grandfather  clocks  from  a  tempo- 
rary stand.  How  were  they  faring  with  a 
big-ticket  item  like  that?  The  reply: 
"$80,000  a  week!"  Blank:  "$80,000  a 
week?  Then  we  thought  to  ourselves, 
'Why  can't  we  do  this?'  " 

Well,  one  reason  might  be  because  the 
idea  is  obviously  foolhardy.  Folkerth 
smiles.  "It  can't  work,  if  you  think  about 
it  analytically.  Here  we  are  in  the  middle 
of  a  shopping  mall  on  an  obviously  tem- 
porary stand.  We  have  this  guy  demon- 
strating the  machine.  You  walk  up  and 
say,  'That's  a  neat  machine.'  He  says, 
'Yeah,  if  you  want  to  buy  it  you  have  to 
give  us  $1,000  in  cash  in  advance.  Then 
we'll  ship  it  to  you  in  three"  or  four 
weeks.  And  you  better  hurry  because 
we're  leaving  town  Sunday.'  Now  that 
just  can't  work,  right?" 

But,  you  guessed  it,  the  idea  works  like 
a  charm.  Oh,  the  local  hardware  stores 
that  were  carrying  the  Shopsmith  ma- 
chine didn't  like  it  one  bit.  After  all, 
those  mall  demonstrations  were  in  direct 
competition  with  them.  But  so  what? 
They  weren't  selling  many  machines 
anyway.  Today,  in  fact,  Shopsmith  has 
only  five  or  six  of  those  original  hard- 
ware store  distributors  left.  Some  52%  of 
the  company's  sales  today  are  generated 
by  Shopsmith's  shopping  mall  teams. 
Another  33%  comes  in  through  a  closely 
related  direct-mail  program. 

Selling  a  $995  item  like  a  Shopsmith 
woodworking  machine  by  direct  mail 
isn't  supposed  to  be  possible.  But  Fol- 
kerth points  to  what  he  perceives  as  a 
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FERRO  REPORT 


Strong  worldwide 
markets  lead  to 
another  record  year 


Substantial  gams  in  Ferro  Corporations  worldwide 
business  volume  led  the  Company  to  new  records  in  sales  and 
earnings  for  the  year  ended  December  31  1979 

In  the  fourth  quarter.  Ferro  posted  net  earnings  of 
$8  7  million,  or  $1  14  per  share,  on  sales  of  $156  2  million  This 
compares  with  earnings  of  $8  7  million,  or  $116  per  share,  on 
sales  of  $132.7  million  in  the  fourth  quarter 
of  1978. 

For  the  full  year  1979.  the  Company  s 
net  income  climbed  to  a  record  $30  9  million 
or  $4  07  per  share,  compared  with  $277 
million,  or  $3  67  per  share  the  preceding 
year  Sales  in  1979  also  achieved  new  highs, 
rising  to  $591  9  million,  a  gain  of  20%  over 
the  $494  4  million  recorded  in  1978. 

Continuing  growth  and  profitability  of 
Ferros  worldwide  specialty  materials 
markets  contributed  sirongly  to  the  increases 

Latin  American  markets  continued  to 
expand  Solid  growth  was  experienced  in 
Europe,  while  markets  in  Asia  and  the 
developing  nations  remained  strong  And 
business  in  the  United  States,  buoyed  by 
capital  goods  and  consumer  spending, 
maintained  good  momentum 

The  broad  geograph  c  spread  of  Ferros 
business  was  especially 
important  iO  the  Company 
in  1979  Ferros  net 
earnings  continued  to 
increase  despite  only  a 
nominal  contribution  from 


Plastic  compounds,  additives  and  colorants 
manufactured  by  Ferro  are  used  to  produce  a  broad 
range  of  end  products 


Ferro-Brazil.  our  second-largest  subsidiary  This -was  the  result 
of  Brazilian  inflation  and  severe  currency  devaluations  there. 

Further  strengthening  our  position  in  the  domestic  market- 
place were  two  acquisitions  in  the  fourth  quarter,  which  place 
Ferro  in  several  new  segments  of  the  plastic  materials  field 
Brought  into  our  newly  formed  Thermoplastics  Division 
were  Complas  Industries.  Inc  and  an 
associated  company  Replas  Inc  both  of 
Evansville  Indiana  Complas  manufactures 
specialty  plastic  compounds  for  the 
automotive  appliance  and  general  plastic- 
molding  industries  while  Replas  specializes 
in  the  marketing  of  a  wide  variety  of  plastic 
materials 

Looking  ahead  we  are  cautiously 
optimistic  about  the  coming  year  recognizing 
that  much  depends  on  the  U  S  economy 
Long-range,  we  feel  Ferro  is  positioned  to 
move  strongly  into  the  1980s  Recent  product 
introductions  others  now  in  development, 
and  new  marketing  opportunities  created 
by  these  developments  should  enable  the 
company  to  maintain  its  historical  growth 
pattern 

For  more  information  about  our 
company  write  to  me  at  Ferro  Corporation 
One  Eneview  Plaza. 


FERRO  CORPORATION 
Consolidated  Sales  and  Earnings 

(Thousands  of  Dollars) 

Twelve  Months  Ended 
December  31 

1979                 1978  ' 

Net  Sales    

....     $591 ,930 

$494,414 

Income  Before  Taxes  

50,377 

48,157 

Income  Taxes   

19.465 

20.500 

Net  Income  

30.912 

27.657 

Per  Share  Net  Income  

4.07 

367 

Average  Shares  Outstanding  

....    7,591 .084 

7.541,316 

Cleveland  Ohio  441 14 


Adolph  Posnick 

President  and 

Chief  Executive  Officer 
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ajor  shift  in  consumer  buying  pat- 
ms — less  department  store  shopping, 
ore  direct-mail  shopping.  "It's  becom- 
g  a  way  of  life  for  Americans,"  he  says, 
^nd  lust  in  these  last  four  years.  It's  not 
at  we  were  so  damned  smart  in  our 
arketing  approach.  We  were  just  lucky 
our  timing." 

The  memory'  of  the  lean  years  is  still 

0  fresh  in  Folkerth's  memory  to  let 
m  rest  on  his  newly  acquired  laurels, 
ght  now,  for  example,  he's  experi- 
enting  with  company-owned  retail 
itlets.  "You  see,  we  can't  market 
ainst  Montgomery  Ward  and  Sears 
rough  our  present  marketing  chan- 
ls,"  he  explains.  "And  that's  where 
ost  of  the  bench  power  tools  are  sold  in 
is  country-.  The  Sears  Craftsman  line  of 
nch  tools  has  about  60%  of  that  mar- 
t.  But  we  could  compete  with  them  if 

1  had  these  stores.  Give  us  35  or  40  of 
em  and  we  could  reintroduce  the 
opsmith  radial  arm  saw,  for  example, 
id  as  we  start  blanketing  the  country 
th  these  stores,  each  one  could  be  re- 
onsible  for  the  mall  promotions  in  its 
ta.  At  the  moment,  we  have  an  identi- 
problem  with  our  stores.  What  do  you 
pect  to  find  in  a  Shopsmith  store? 
e're  still  not  quite  sure.  For  example, 
j're  carrying  anybody's  tools  in  them 
iw,  but  we're  going  to  drop  some  of 
at  stuff."  Does  that  mean  more,  and 
ssibly  simpler,  Shopsmith  brand  tools? 


"Very  possibly,"  Folkerth  replies. 

All  of  this  is  bound  to  increase  Shop- 
smith's  marketing  costs  at  a  time  when 
Folkerth  will  also  have  to  start  spending 
for  new  capital  equipment.  But  such  in- 
creased spending  will  come  in  easily  di- 
gested stages,  he  believes.  Over  the  next 
five  years  he's  projecting  better  than 
30%-a-year  growth  for  Shopsmith.  But 
won't  the  long-heralded  recession,  when 
it  finally  materializes,  dash  those  hopes? 
After  all,  hard-pressed  consumers  might 


"We  have  this  demonstrator 
on  a  temporary  stand.  He 
says,  'Give  us  $1,000  in  cash. 
We'll  ship  it  in  four  weeks. 
And  hurry,  we're  leaving  town 
Sunday.'  Cant  work!" 


well  find  a  S995  Shopsmith  or  a  S400-to- 
S500  routing  attachment  for  a  Shopsmith 
a  highly  postponable  purchase.  Folkerth 
concedes  that  the  new  Shopsmith  hasn't 
really  been  tested  by  a  recession,  so  it  is 
anyone 's  guess.  But  he  argues  that  a  reces- 
sion may  actually  help  the  company  since 
it  surely  will  keep  people  at  home  more. 
What  he  has  his  sights  set  on  right  now  is 
capturing  a  larger  share  of  the  $250  mil- 
lion market  for  bench  power  tools.  This 
year  he  thinks  Shopsmith  may  get  10%  of 
it.  And  don't  forget,  he  says,  companies 


like  Black  &  Decker  are  out  there  groom- 
ing potential  Shopsmith  customers  in  the 
enormous,  booming,  $30  billion  do-it- 
yourself  market.  Not  to  mention  the  for- 
eign market  which  Shopsmith  has  not 
even  tapped. 

"Look,  I  was  very  comfortable  when 
this  was  a  S3  million  to  $4  million  sales 
organization,"  he  says.  "I  could  have 
stayed  with  that.  When  you  have  to  dele- 
gate and  start  depending  on  other  people 
more  than  yourself,  as  a  company  gets 
bigger,  it  starts  getting  very  uncomfort- 
able. But  I  came  to  the  conclusion  it  just 
damn  well  bad  to  get  bigger.  And  I've 
been  forcing  myself  to  develop  the  type 
of  skills  necessary  to  run  a  bigger  organi- 
zation; SI 50  million  is  my  goal." 

Why  does  Folkerth  want  to  build 
Shopsmith  into  a  $150  million  sales 
company? 

"See  if  I  can,"  he  replies.  "I  mean,  that 
was  my  original  goal  .  .  .  am  I  good 
enough?" 

Now  that  Folkerth  is  worth  several 
million  on  paper,  even  with  Shopsmith 
common  trading  at  just  7  times  earnings, 
and  has  all  the  saw  blades  he  could  ever 
want — is  he  still  an  avid  do-it-yourselfer? 

He  smiles  and  shakes  his  head.  "I 
don't  know  that  I  ever  liked  it,"  he  ad- 
mits. "I  enjoy  the  end  product  very  much 
but  I  never  particularly  got  my  kicks  out 
of  getting  there.  Besides,  I  don't  have  the 
time  now."— Geoffrey  Smith 


International  Paper  presents 
the  10-minute  cabinet 


We  asked  Frank  Lo  Dolce  and 
ten  classmates  in  the  seventh 
grade  shop  at  the  Summit,  N.J., 
Junior  High  School  to  see  how 
fast  they  could  put  together  a 
totally  new  kind  of  wood  cabinet. 

And  with  no  tools! 

We  gave  them  quick  instruc- 
tions. They  went  to  work.  Frank 
finished  in  5  minutes  and  5 
seconds.  The  class  average  was 
10  minutes.  And  one  student 
managed  the  job  in  2  and  a  half 
minutes!  (We've  clocked  profes- 
sional installers  at  90  seconds. ) 

Why  it's  a  snap 

How  can  a  wood  cabinet  that's 
so  solid  and  handsome  go  together 
so  fast?  With  no  tools?  Instead  of 
glue  and  nails,  exclusive  durable 
clips  snap  cabinet  parts  together 
quickly  and  securely. 

There's  no  other  cabinet 
like  it.  It's  called  "Create-a- 
Cabinet!""  And  it  gives  Inter- 
national  Paper  custom- 
-,  \        ers  a  si  rong  edge 
over  other  cabinet 
distributors 
|*  and  dealers 
^in  the  battle 
to  attract  do-it- 
yourselfers,  build- 


\ 


Look,  ma,  no  tools!  And  no  glue  and 
nails!  IP's  sturdy  10-minute  cabinet  snaps 
together.  And  holds  together.  It  must  pass 
an  800-lb.  downward  pressure  test. 

ers  and  remodelers. 

IP's  10-minute  cabinet  offers: 

1.  Fast  assembly.  A  glue-and- 
nails  cabinet  with  the  same 
dimensions  as  the  one  Frank 
put  together  would  take  a 
handyman  at  least  30  minutes, 
carpenters  figure.  IP's  cabinet 
assembles  faster— with  no  tools. 

2.  Super  strength.  Thirty-five 
torture  tests  prove  it,  including 
an  800-lb.  downward  pressure 
test  to  make  sure  the  cabinet 
won't  collapse  under  the  weight 
of  dishes. 

3.  Easier  to  get  home.  A  whole 
kitchenful  of  IP's  10-minute  cab- 
inets fits  easily  In  a  station 
wagon.  The  cabinets  are  easier 
to  get  into  apartments  and  high 
rises,  too.  Preassembled  cabi- 
nets are  hard  to  wrestle  up  long 
flights  of  stairs  and  can  be  dam- 
aged on  the  way.  But  IP's  new 
cabinets  can  swing  safely 

through  upper-story  windows, 
then  quickly  go  together. 


4.  Take  up  less  room  on  the  job. 

When  a  local  cabinetmaker  deliv- 
ers a  set  of  assembled  cabinets 
to  a  building  site,  heaven  help 
the  carpenter  if  he's  not  ready  to 
install  them.  Cabinets  can  take 
up  a  lot  of  room  out  on  the  floor. 
And  they  stand  a  chance  of  get- 
ting dented.  IP's  10-minute  cabi- 
nets take  up  only  a  corner  of  a 
room  till  they're  ready  to  go  up. 

5.  Broader  inventory.  One  box 
fits  all  fronts.  IP  packs  them 
separately,  so  distributors  and 
dealers  can  stock  more  "fronts" 
than  "boxes"  for  a  bigger  imme- 
diate choice  of  cabinet  styles  for 
their  customers.  IP  offers  Jive 
different  designs. 

6.  Lower  shipping  cost.  Because 
IP's  10-minute  cabinets  take  less 
room  than  assembled  cabinets, 
they  cost  less  to  ship— up  to 
three-quarters  less. 

The  10-minute  cabinet  from 
International  Paper.  It's  an 
example  of  how  we  help  all  our 
customers  — from  builders  and 
dealers  to  package  goods  pro- 
ducers to  printers  and  more. 

Think  of  us  as  the  problem- 
solvers.  May  we  help  solve  yours? 

Write  to  us  at  the  address  below 
or  call  toll-free:(800)223-1268. 
In  N.Y.  State:  (212)  599-3194. 
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Frank  Lo  Dolce  put  this  IP  wood  cabinet  together 

minutes  and  5  seconds.  If  it's  that  easyjor  him.  think  how  much  easier 
lakes  lifejor  do-it-yourselfers,  builders  and  remodelers. 
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If  AT&T  doesn't  mean  quality,  what  does?  Yet 
it's  selling  at  the  lowest  price /earnings  ratio  in 
its  history,  and  at  25%  below  book  value. 


Bell's  bears  take 
another  look 


The  Streetwalker 


Bell's  Cody 

Momentum  behind  the  alternative. 

A year  ago,  when  American  Tele- 
phone &  Telegraph  was  trading  at 
around  65,  Wall  Street  opinion 
varied  from  indifferent  to  negative.  A  40- 
cent  dividend  increase — the  fifth  such 
boost  in  as  many  years — had  just  put 
AT&T  at  a  $5  annual  rate,  but  The  Street 
foresaw  flat  earnings.  That  made  AT&T 
no  better  than  a  hold.  Maybe  a  sale. 

As  it  turned  out,  Telephone  was  a  sale 
all  right— a  short  sale.  Since  last  spring 
the  stock  has  dropped  to  45,  its  lowest 
price  in  five  years.  About  $10  billion  in 
market  value  has  gone  up  in  smoke. 

Lately,  though,  the  stock  seems  to 
have  stabilized  a  bit.  Some  once-bearish 
analysts  are  beginning  to  take  a  second 
look.  Is  Telephone  once  again  a  buy?  Yes, 
say  the  Bell  bulls.  "It's  at  a  very  cheap 
price  and  a  rich  yield,"  says  Glenn  Pa- 
fumi,  who  follows  telephone  stocks  for 
Merrill  Lynch.  In  fact,  this  quality  stock 
ought  to  be  catnip  to  the  fundamental- 
ists: At  47  recently,  it  was  about  25% 
below  book  and  at  6  times  earnings — the 
lowest  multiple  in  the  60  years  the  com- 
pany has  been  tracking  the  ratio. 

Already,  the  interest  of  institutional 


investors  has  been  whetted.  Among  net 
buyers  of  AT&T  since  the  fourth  quarter 
of  last  year  was  $444  million  Fidelity 
Fund,  whose  50,000  shares  represent  a 
completely  new  commitment  on  the 
stock.  Says  Fidelity  Management  &  Re- 
search Corp.  Vice  President  Frank  Par- 
rish:  "Telephone  equipment  is  one  of  the 
fastest-growing  industries  around;  take 
any  statistic  you  want.  And  at  current 
levels,  there's  very  little  downside  risk  in 
AT&T." 

Parrish  is  talking  fundamentals,  but 
like  others,  he  thinks  there's  a  kicker:  an 
out-and-out  money  market  play.  Tele- 
phone, like  most  utihties,  is  litmus-sen- 
sitive to  changes  in  interest  rates.  As 
they  go  up,  the  stock  goes  down,  and  vice 
versa.  The  reason:  Little  old  ladies  buy 
Telephone  primarily  for  income.  Thus  it 
competes  in  the  constellation  of  high- 
yield  possibilities.  As  interest  rates 
ratcheted  upward  over  the  past  year, 
Treasury  bills  shot  to  a  record  15.4%, 
Bell  System  bonds  to  15.5%.  Telephone 
common  was  bound  to  go  down  despite 
its  $5  dividend.  "Investors  felt  they  had 
better  alternatives,"  shrugs  H.S.  Cody  Jr., 


the  trim,  precise  assistant  treasurer  who 
helps  plan  AT&T  financings. 

No  one  expects  interest  rates  to  go 
down  overnight,  but  if  they  are  at  a  peak 
or  close  to  it,  one  of  the  big  beneficiaries 
when  they  start  to  go  down  should  be 
Telephone.  "When  you  think  interest 
rates  are  going  to  turn  around,  it's  a  love- 
ly big  sink  in  which  you  can  put  a  lot  of 
capital  without  upsetting  the  market," 
says  one  portfolio  manager.  "It's  a  huge 
great  big  pool  of  liquidity." 

Steven  G.  Chrust  of  Sanford  C.  Bern- 
stein &  Co.  is  another  bull.  Chrust  argues 
that  Telephone  shouldn't  get  any 
cheaper  than  45  and  over  the  next  six  to 
nine  months  could  put  on  one  of  the  best 
price  moves  in  a  couple  of  years. 

Some  of  Chrust's  colleagues  disagree. 
Those  who  think  high  interest  rates  will 
linger  long  enough  to  pitch  the  economy 
into  deep  recession  are  bearish  because 
so  much  of  Bell's  earnings  growth  de- 
pends on  how  well  business  is  doing.  In 
1974-75,  for  example,  Ma  Bell's  profits 
dropped  for  the  first  time  in  seven  years. 
Many  analysts  see  a  similar  scenario  this 
year.  Some  estimate  AT&T  earnings 
might  dip  to  $7.75  or  $8  a  share,  com- 
pared with  1979's  $8.04. 

So  far,  though,  Bell's  profits  have  held 
up  surprisingly  well,  even  though  its  sub- 
sidiaries have  had  to  pay  interest  rates  as 
high  as  15.7%  to  help  raise  the  $6.7 
billion  or  so  in  outside  money  needed  to 
help  finance  the  system's  $16.7  billion 
capital  spending  program.  Bell's  earnings 
for  the  three  months  ended  Feb.  29 
showed  a  gain  of  2.1%,  to  $1.93  a  share, 
at  a  time  when  most  analysts  were  ex- 
pecting a  decline.  Can  the  company  con- 
tinue to  hold  those  gains? 

Fidelity's  Parrish  thinks  the  answer  is 
almost  certainly  yes,  particularly  if  the 
Federal  Communications  Commission 
okays  at  least  part  of  the  $1.2  billion 
increase  in  interstate  rates  Bell  says  it 
needs  to  keep  service  up  to  snuff.  "My 
guess  is  that  earnings  will  grow  faster 
than  people  expect  each  quarter,  not  be- 
cause earnings  aren't  squeezed,  but  be- 
cause the  unit  growth  of  services  is  so 
strong,"  says  Parrish.  As  he  and  other 
bulls  see  it,  the  growth  has  so  much 
momentum  behind  it  that  AT&T  direc- 
tors, when  they  take  another  look  this 
summer,  will  decide  on  yet  another  divi- 
dend increase  for  the  fourth  quarter. 
Such  a  decision,  of  course,  would  help 
cure  some  of  the  disenchantment  follow- 
ing Bell's  decision  in  February  not  to  go 
ahead  with  the  fifth  consecutive  Febru- 
ary dividend  boost. 

Reality,  unfortunately,  sometimes  has 
a  way  of  knocking  bullish  scenarios  into 
a  cocked  hat.  But  this  one  may  well 
stand  up.  Telephone  is  so  cheap  that, 
whatever  happens  to  interest  rates,  it  I 
offers  what  Merrill  Lynch's  Glenn  Pa- 
fumi  in  his  understated  way  calls  "un- 
usual value." — Richard  Pbalon 


128 


FORBES,  AFRIL  14,  1980 


It's  snowing  where  it  never  snows. 
It's  flooding  where  it  never  floods. 
Here's  how  to  keep  the  weather  from  being  bad  for  business. 


It  snowed  in  Palm  Springs,  California  last  winter.  And 
in  Georgia  and  the  Carolinas.  And  in  the  Sahara  Desert.  In 
fact,  this  past  August,  it  snowed  in  New  Hampshire. 

Heavy  rains  are  becoming  just  as  unpredictable.  Flood 
control  engineers  who  used  to  think  that  preparing  for  a 
"100-year-record"  was  caution  itself  now  speak  of  200- and 
500-year-records. 

Weather  patterns  are  changing.  And  they  can  change 
your  profit  picture.  In  the  first  nine  months  of  1979  alone, 
underwriters  paid  out  a  record  $1 .6  billion  in  insured  losses 
on  41  "weather-related  catastrophes." 


These  dollars  only  hint  at  the  real  total  of  damages 
business  suffered. 

A  prudent  risk  management  step  now  is  to  review  your 
insurance  for  "Difference  in  Conditions"  coverage.  If  you 
already  have  it,  you  may  wish  to  consider  raising  the  limits. 
Some  corporations  have  increased  theirs  tenfold. 

"D.I.C."  extends  property  protection  to  an  "all  risks" 
basis,  including  floods,  blizzards,  hurricanes  and  other  natural 
catastrophes.  Earthquake,  a  concern  on  the  West  Coast,  is 
also  covered. 

For  information,  call  any  Johnson  &  Higgins  office. 


Johnson  Higgms 

The  private  insurance  broker.  We  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES.  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


"But  I'm  sure  you  said 

a  plane  powered  by  elastics!" 


No,  no!  Not  a  plane  powered  by  elastics.  Plainly  a  power  in  plastics. 

Plastics,  you  see,  make  up  an  important  part  of  the  American  Hoechst  picture.  From 
polystyrene  to  polyethylene,  by  way  of  some  other  polysyllabic  thermoplastics,  we  produce  a 
widening  variety  of  strategic  resins. 

Some  come  from  our  own  petrochemicals.  All  are  supported  by  a  vigorous  research  and 
development  group  and  some  of  the  ablest  technical  service  people  to  be  found  anywhere. 
Behind  it  all  is  the  considerable  plastics  experience  of  the  Hoechst  Group  Worldwide. 

But,  then,  plastics  aren't  the  whole  story. 

When  you  add  our  activities  in  pharmaceuticals  and  polyester  fibers,  our  dyes  and 
diagnostics,  plastic  film  and  sheet,  and  organic  intermediates,  among  other  things,  you  arrive  at 
a  sales  figure  for  American  Hoechst  that  went  well  over  one  billion  dollars  last  year. 

It  appears  that  we're  taking  off. 

American  Hoechst.  Pronounced  success. 


What  is  NCR  up  to  now? 


We're  number  two 
in  factory  data 
collection  terminals. 

Today,  the  critical  eiement  in 
controlling  manufacturing  costs  is 
assembling  and  processing 
information  fast.  That's  why  over 
9,000  NCR  factory  data  collection 
terminals  are  used  by 
manufacturers  worldwide.  Firms  such  as 
Beech  Aircraft.  Bell  Helicopter,  and 
John  Deere  depend  on  NCR  systems 
to  schedule  production,  to  control 
inventory,  and  to  provide  up-to-the- 
minute  management  information. 

Of  course,  helping  businesses 
fight  rising  costs  is  nothing  new 
for  NCR.  We've  been  doing  this 
since  the  days  before  the 
assembly  line.  In  fact,  we've 
been  in  the  business 
equipment  field  for  almost 
100  years.  Manufacturers 
look  for  this  kind  of 
experience  when  choosing 
information  processing 
systems. 


And,  they  look  for  support. 
NCR  supplies  it  with  16,000 
highly  trained  field  engineers 
ready  where  needed  and  when. 
This  global  support  network  is 
especially  important  to 
manufacturers  with  plans  for 
expansion. 

Manufacturing  is  just  one  of  the  fields 
where  NCR  is  a  leader.  We  also  develop 
systems  to  speed  transactions  and 
to  facilitate  management  decisions 
in  the  retail,  financial,  commercial 
industrial,  healthcare,  educational 
and  government  sectors. 

NCR  systems  are  up  to  meeting  your 
complete  data  processing 
requirements.  Because  data 
processing  is  our  only  business. 


□HQ 

Complete  Computer  Systems 


hen  an  Italian  businessman  gets  into  trou- 
e,  he  doesn't  lay  off  workers  and  close  busi- 
?sses.  He  simply  yells  for  "the  big  wagon" 

Bat  your  heart  out, 
Lee  Iacocca 


Mario  Schimbenii,  deputy  chairman  and  CEO  of  Italy  's  Montedison  Group 

e  old  Italian  game:  Keep  the  winners,  unload  the  losers  on  the  government. 


By  Lawrence  Minard 

Rather  than  pleading,  hat  in  hand  and 
perhaps  too  late,  for  $1.5  billion  in  feder- 
al loan  guarantees,  what  if  Chrysler 
Chairman  Lee  Iacocca  had  raised  real 
cash  simply  by  unloading  the  worst  of 
Chrysler's  plants  on  the  American  tax- 
payers? Or  what  if  Penn  Central's  pre- 
bankruptcy  Chairman  Stuart  Saunders 
could  have  sold  Pennsy's  derelict  eastern 
lines  to  the  Feds,  plowing  the  proceeds 
back  into  the  company's  profitable 
routes  and  valuable  urban  real  estate?  Or 
if  U.S.  Steel,  instead  of  taking  the  gaff  for 
closing  its  ancient  Youngstown  mills, 
simply  sold  them  to  Uncle  Sam? 

It  can't  happen  here — yet — but  things 
like  this  are  commonplace  in  Italy, 
where  the  private  and  public  sectors  are 
so  intertwined  that  sometimes  even  the 
experts  can't  tell  where  one  begins  and 
the  other  leaves  off.  EGAM,  one  of  a 
number  of  state-owned  holding  compa- 
nies responsible  for  buying  the  capital- 
ists' worst  mistakes,  has  even  been 
called  by  cynical  Italians  il  carrozzone — 
literally,  "the  big  wagon." 

The  latest  Italian  industrialist  to  chuck 
a  piece  of  his  troubled  company  onto  il 
carrozzo>ie  is  Dr.  Mario  Schimbenii,  the 
patrician-looking  deputy  chairman  and 
chief  executive  of  Milan's  $8.1  billion 
(sales)  Montedison  Group.  Nominally  Eu- 
rope's fifth-largest  chemical  combine, 
Montedison  is  also  in  everything  from 
newspapers  and  department  stores  to 
construction  and  glassmaking. 

Montedison  has  hovered  near  bank- 
ruptcy since  1978,  when  it  lost  $320  mil- 
lion. That  came  on  top  of  a  $635  million 
loss  in  1977,  the  year  Schimberni,  a  cor- 
porate technocrat  and  onetime  econom- 
ics professor,  was  asked  to  straighten  out 
the  mess.  "We  immediately  observed," 
he  recently  recalled  to  Forbes,  "that 
there  was  too  much  diversification.  .  .  . 
Our  first  and  hardest  decision  was  to 
become  a  chemical  company  again." 

Schimberni  started  off  playing  by 
American-style  rescue  rules.  He  sold 
Montedison's  share  of  the  Fingest  finan- 
cial group  to  Italy's  Bonomi  family  for 
$140  million.  He  sold  its  majority  stake 
in  the  big  CNA  fertilizer  subsidiary  to 
Norway's  Norsk  Hydro,  and  the  Nova- 
mont  plastics  division  to  U.S.  Steel. 
These  plus  a  handful  of  smaller  transac- 
tions brought  $345  million  cash  into 
Montedison's  coffers. 

The  lesion  most  responsible  for  Mont- 
edison's losses,  however,  was  in  its 
21,000-employee  Montefibre  synthetic 
fibers  division.  Since  1974  Montefibre 
has  cost  Montedison  nearly  $1  billion; 
last  year  alone  it  lost  money  at  the  rate  of 
$16  million  per  month.  Schimberni  set 
about  closing  15  obsolete  plants  and 
sacking  5,000  workers.  He  cut  the  fibers 
line  from  12  varieties  to  7.  He  began 
building  an  ultramodern  $500  million  fi- 
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bers  plant  at  Acerra,  near  Naples. 

But  that  still  left  the  fibers  division's 
worst  money-loser,  the  2,700-employee 
Societa  Chimica  &.  Fibre  del  Tirso  com- 
plex. Built  on  pre-OPEC  economics  to 
provide  jobs  for  the  underdeveloped  Sar- 
dinian economy,  del  Tirso  lost  almost 
$100  million  in  1978  alone.  Del  Tirso 
was  half  owned  by  Italian  taxpayers 
through  Ente  Nazionalc  Idrocarburi,  the 
state-owned  oil  company.  With  typical 
Italian  pragmatism  the  government  had 
decided  to  bury  part  of  the  Sardinian 
operations'  inevitable  losses  in  the 
chemical  and  oil  companies'  inevitable 
profits.  Northern  Italian  motorists  were 
thus  subsidizing  jobs  in  Sardinia's  de- 
pressed economy.  Logical:  No,  but  that's 
how  the  Italian  economy  survives. 

Last  July  Schimberni  informed  ENI 
that  Montedison  could  no  longer  afford 
del  Tirso's  losses  and  planned  to  cut  bait. 
Italy's  beleaguered  Christian  Democratic 
government  quickly  got  the  hint.  It  was 
time  to  call  for  il  carrozzone.  In  a  deal 
reached  just  before  Italy's  Christian 
Democratic  Party  fell  from  power  last 
month,  the  government  in  effect  agreed 
to  buy  Montedison's  stake  in  del  Tirso 
for  $200  million  cash  over  three  years.  In 
return  it  exacted  from  Schimberni  a 
pledge  to  spend  another  S240  million  to 
modernize  what  remains  of  the  fibers 
division — but  only  half  those  new  funds 
will  come  from  Montedison.  The  balance 


is  to  be  put  up  by  a  group  of  big  Italian 
banks  that  Schimberni  convinced  to  be- 
come 50-50  partners  in  Montedison's  re- 
constituted fibers  business. 

It  was  classic  il  cwrozzone.  The  gov- 
ernment was  saved  the  embarrassment 
of  2,700  unemployed  Sardinians.  Schim- 
berni was  saved  a  huge  writedown  and 
got  $200  million  cash.  Jealous,  Lee  Ia- 
cocca?  Wouldn't  you  rather  be  headquar- 
tered in  Milan  than  in  Pittsburgh,  U.S. 


What  if  Lee  Iacocca  had 
raised  real  cash  by  unloading 
Chrysler's  worst  plants  on  the 
American  taxpayers? 

Steel  Chairman  David  Roderick? 

Now  that  Schimberni  has  unloaded  del 
Tirso,  can  Montedison  survive?  Schim- 
berni insists  it  can  and  will.  The  new 
Acerra  plant,  he  says,  will  boast  25% 
greater  efficiency  than  the  typical 
American  fibers  plant.  He  adds  that  var- 
ious energy-saving  investments  will  cut 
around  500,000  tons  of  crude  oil,  current- 
ly costing  around  $55  million,  from  the 
7.5  million  tons  of  crude  Montedison 
must  buy  each  year  at  the  going  OPEC 
rate;  Montedison's  recent  oil  discovery 
off  the  Sicilian  town  of  Ragusa  may  re- 
duce that  burden  further  when  the  field 
begins  producing  in  1982.  Schimberni 


promises  that  all  this,  plus  a  steady  re- 
duction in  Montedison's  work  force  and| 
upgrading  of  its  asset  base  and  product! 
lines,  will  enable  Montedison  Group  to. 
break  even  this  year  and  report  a  profit  in| 
1981,  its  first  in  several  years. 

Perhaps.  But  like  all  European  fibersil 
producers,  Montedison  is  now  under  at- 
tack in  its  home  and  foreign  markets  by| 
the  American  producers  whose  fibers! 
production  benefits  from  the  U.S.'  artifi- 
cially low  oil  and  gas  prices.  This  espe- 
cially hurts  Montedison,  some  44%  off 
whose  revenues  come  from  export  sales. 

Worse  is  this:  Montedison's  balancei 
sheet  groans  under  $3.5  billion  in  debt — | 
over  60%  of  it  short  term — against  iust 
$441  million  in  equity.  Under  still  an- 
other special  Italian  law  for  troubled 
companies,  Schimberni  plans  w  convert 
that  short-term  debt  to  medium-term 
obligations  with  government-subsidized 
interest  of  just  7.5%.  Even  so,  Montedi- 
son's interest  costs  will  be  well  above 
those  of  U.S.  and  German  competitors. 

Schimberni  says  he  will  try  to  raise 
new  equity  capital  for  Montedison  later 
this  year.  "I  think  we  will  get  it,"  he 
says.  "We  have  turned  the  corner.  The 
bankers  and  investors  understand  that 
Montedison  has  become  a  profit-orient- 
ed company  again." 

And  if  not?  There  is  always  /'/  carrxm 
zone.  Another  plant  or  two  isn't  likely  to 
break  its  axle.  ■ 


HOW  A  WESTERN  MANAGER  CAN  MAXIMIZE 
YOUR  DIMINISHING  PERSONNEL  DOLLARS. 


By  assessing  your  exact  requirements. 

For  example,  a  large  project  seemed 
to  need  12  temporary  typists.  But  after 
a  Western  manager's  careful  analysis, 
two  typists,  two  adding  machine  opera- 
tors, and  eight  lesser-skilled  clerks  bet- 
ter "filled  the  bill."  And  our  customer 
saved  money. 

By  tailoring  our  service  to  your  needs. 

Our  managers  are  used  to  handling 
unique  temporary  help  requests. 
Western  provided  a  country  club  with 
a  clerk  to  prepare  statements  just  half  . 
a  day  each  month.  And  when  a  bank 
acquired  an  important  new  account, 


we  staffed  an  entire  night  shift  with 
long-term  temporaries  to  process  that 
account's  customer  payments. 

By  applying  that  special  "sixth  sense." 

Though  we  have  some  of  the  best 
tests  in  the  industry,  they  are  only  pre- 
liminary tools.  It  takes  that  "sixth 
sense"  to  assess  a  temporary's  attitude 
and  ability  to  fit  into  your  work  environ- 
ment Experience  is  the  key. . .  and  over 
a  third  of  Western's  managers  have 
been  with  us  more  than  five  years. 
Check  our  references. 

Before  putting  Western  to  work  as 
your  second  personnel  department,  call 
our  local  office  (we're  in  the  white  pages) 
for  a  list  of  regular  customers.  Let  them 
teli  you  how  Western  managers  helped 
stretch  their  personnel  dollars. 


Western 

TEMPORARY  SERVICES,  INC 

Corporate  Headquarters 

101  Howard  Street 
San  Francisco.  Ca  94105 


Why  We  Have  Changed  Our  Name 


Peoples  Gas  Company  s  origins  go  back  to 
1850— to  a  small  utility  supplying  manufactured  gas 
in  one  neighborhood  in  the  City  of  Chicago. 

Over  the  years  we've  grown  and  branched 
out  in  many  different  energy  directions.  Our  natural 
gas  transmission  and  distribution  operations,  for 
instance,  now  constitute  the  fourth  largest  interstate 
system  in  the  United  States.  We  have  potentially 
important  programs  moving  ahead  in  liquefied 
natural  gas  and  coal  gasification. 

We're  in  the  business  of  exploring  for  oil  and 
gas  through  our  Texoma  and  Harper  subsidiaries. 

We're  in  the  coal  business  through  the 
acquisition  of  Industrial  Fuels  Corporation  and 
additional  mining  properties  which  it  has  since 
acquired. 

In  recent  weeks,  we  have  signed  a  preliminary 
agreement  to  acquire  Exeter  Company,  a  leading 
onshore  drilling  contractor. 

From  a  local  utility  in  1850,  we  are  becoming 
a  large  and  diversified  energy  company. 

So,  with  some  regrets,  our  stockholders  have 
voted  to  change  our  name  from  Peoples  Gas 
Company  to  Peoples  Energy  Corporation. 

This  new  name  more  fully  reflects  the  scope 
of  our  operations  while  retaining  the  widespread 
recognition  and  historic  significance  of  the  "Peoples" 
name,  which  has  served  us  well. 


BjjlS  Peoples  Energy  Corporation 

Managing  Energy  is  Our  Business 

Natural  Gas  Pipeline  Company  of  America 
Texoma  Production  Company  •  The  Peoples  Gas  Light  and  Coke  Company 
Harper  Oil  Company  •  Industrial  Fuels  Corporation  •  North  Shore  Gas  Company 
For  further  information  write:  Peoples  Energy  Corporation,  122  South  Michigan  Ave.,  Chicago,  IL  60603 


Want  to  see  air  conditioning 
that  uses  less  electricity? 


Borg- Warner's  York  Division  has  developed  a  way  to  cut  pow  er  usage  significantly  SSEE%^^~" 
in  old  or  new  central  air  conditioning  systems.  That's  Borg-Warner  today.  And  gORG^WABNEB 

there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 


Watch 

Borg-Warner 
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Edited  by  Robert  J.  Flaherty 


Idea  man 

k  a  tough  question  of  a  Japanese 
reaucrat  and  inevitably  you'll  get  a 
ig  pause,  followed  by  a  guttural  reply 
»stly  repeating  the  question  while 
Gaining  how  difficult  it  is  to  an- 
er.  Unless,  that  is,  the  question  is 
;ed  of  Toshihiko  Yano,  recently 
ned  vice  minister  of  Japan's  power- 
Ministry  of  International  Trade  & 
iustry.  The  MITI  helps  determine, 
ong  other  things,  capacity  and  ex- 
t  goals  for  Japanese  industry.  Since 
:  minister  himself  is  a  political  ap- 
ntee,  it  is  the  vice  minister  who 
actively  runs  the  MITI. 
[nown  to  his  colleagues  as  "the  idea 
n,"  Yano  has  built  a  reputation  during 
years  at  the  MITI  for  acting  and  talk- 
aggressively  when  dealing  with  other 
nistries  and  with  the  press  and  for 
ng  most  un-Japanese  in  the  way  he 
poses  his  views  on  subordinates, 
.ast  fall,  for  example,  while  he  was 
id  of  the  MITI's  Industry  Policy  Bu- 
u,  Yano  became  concerned  about  the 
l's  weakening  on  international  cur- 
Lcy  markets.  He  took  the  unusual  step 
calling  in  several  foreign  correspon- 
lts  and  giving  them  a  lecture  on  the 


Japanese  economy.  He  explained  that 
Japanese  corporations  were  making  great 
strides  in  energy  conservation  and  pre- 
dicted that  the  overall  economy  could 
sustain  higher  growth  using  less  fuel 
than  could  other  developed  countries. 
Soon  after  reports  of  his  talk  began  to 
appear,  the  yen  stabilized  for  several 
months. 

The  MITI  expects  Japan  will  reduce  its 
oil  consumption  by  5%  in  the  year  that 
ended  Mar.  31;  and  during  the  current 
fiscal  year  Yano  is  pushing  for  an  addi- 
tional 7%  saving.  To  that  end  he  was 
urging  companies  to  keep  their  thermo- 
stats at  66  degrees  through  the  past  win- 
ter. Next  year  he  wants  to  lower  them  to 
64  degrees.  Longer  term,  he  is  pushing 
the  Japanese  to  make  more  use  of  lique- 
fied coal,  nuclear  reactors  and  solar  ener- 
gy. In  an  effort  to  assure  oil  supplies,  he 
has  been  pushing  for  greater  economic 
cooperation  between  Japan  and  the  oil- 
exporting  nations  of  the  world.  The  hos- 
tage crisis  in  Tehran  has  not  significant- 
ly deterred  the  MITI  from  seeking  closer 
ties  to  Iran. 

Yano  says  that  "occasional  frictions 
between  the  U.S.  and  Japan  will  be  inevi- 
table" over  Japan's  exports  of  autos  and 
other  products  to  the  U.S.  But,  he  says, 
"Japan  and  the  U.S.  must  work  to  avoid 
conditions  that  lead  to  serious  unem- 
ployment or  social  disorder  in  either 
country."  As  tentative  evidence  of  his 
good  faith,  he  has  hinted  that  the  MITI 
might  be  willing  to  provide  financial  help 
to  any  Japanese  automaker  that  decides 
to  put  a  plant  in  the  U.S. 

On  the  basis  of  Japan's  past  record, 
U.S.  executives  in  steel,  autos,  electron- 
ics and  other  businesses  hit  hard  by  Japa- 


nese competition  are  not  notably  reas- 
sured by  statesmanlike  phrases.  "Talk 
and  ship,"  they  say,  has  been  the  MITI's 
constant  strategy — making  diplomatic 
verbal  gestures  all  the  while  they  are 
driving  ahead  with  their  exports.  So  it 
will  be  very  interesting  to  see  how  Ja- 
pan's "idea  man"  translates  words  into 
action.—. \tsuko  Cbiba 

A  TVA  for  steel 


to  of  MITI 

zcasional frictions  between  the  U.S.  and  Japan  will  be  inevitable.' 


Staughton  fynd 

"There  shouldn't  be  a  U.S.  Steel." 

Socialist  lawyer  Staughton  Lynd,  50, 
isn't  beaten  yet  even  though  last  month 
a  federal  judge  turned  down  his  suit  on 
behalf  of  several  steelworkers'  locals  to 
keep  U.S.  Steel  from  closing  its  obsolete 
Youngstown,  Ohio  operations.  Now 
Lynd  can  push  for  another  goal:  to  force 
U.S.  Steel  to  sell  these  facilities  to  the 
workers  instead  of  dismantling  them. 
These  plants  are  in  such  bad  shape  that 
the  workers  would  need  government 
subsidies  to  run  them.  Lynd  figures  they 
could  form  the  base  for  America's  first 
nationalized  steel  company.  As  the  judge 
is  still  deciding  whether  U.S.  Steel's  re- 
fusal to  sell  the  facilities  to  Lynd's  group 
constitutes  an  antitrust  violation,  Lynd 
appears  to  have  lost  only  half  the  battle. 

Lynd  is  a  self-proclaimed  socialist  of 
no  particular  faction.  Son  of  two  college 
professors,  he  taught  history  at  Yale  and 
gained  notoriety  in  the  Sixties  as  a 
spokesman  for  the  New  Left,  traveling  to 
Hanoi  with  Tom  Hayden.  In  contrast  to 
other  critics  of  capitalism,  Lynd  makes 
no  secret  of  his  goals.  "I  don't  think 
there  should  be  a  U.S.  Steel  Corp.  to 
begin  with,"  he  says.  "Fundamental  de- 
cisions about  the  economy  shouldn't  be 
left  to  business.  Plant  closings  are  a  par- 
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If  you're  not  quite  sure 
your  risks  are  covered  overseas, 


check  with  the  leader. 

Only  by  establishing  an  overall  standard  of  insurance  protection  for 
your  operations  around  the  world  can  you  be  sure  that  your  company's  risks 
are  covered  to  your  satisfaction.  To  accomplish  this,  you  need  the  services 
of  Marsh  &  McLennan.  As  the  leading  international  insurance  broker,  we 
will  work  with  you  to  establish  consistent,  optimum  protection  of  your  assets 
and  preservation  of  earnings. 

Uniform  risk-control  standards 

Marsh  &  McLennan  will  analyze  your  exposures  throughout  the 
1  and  implement  uniform  standards  of  risk  control  and  insurance  pro- 


tection.  In  reviewing  these  exposures,  we  will  systematically  examine  your 
entire  risk  management  strategy  with  a  view  to  recommending  alternative 
methods  of  protection  and  greater  cost  efficiencies.  Our  specialized  client 
services  are  available  worldwide  to  provide  risk  analysis  and  loss-control 
services  to  reduce  the  frequency  and  severity  of  loss. 

Local  knowledge,  central  control 

Marsh  &  McLennans  commitment  to  serving  the  multinational  cli- 
ent is  unmatched.  Our  subsidiary  and  equity-affiliated  companies  extend 
our  "family"  around  the  world,  enabling  us  to  offer  you,  locally,  the  services 
of  leading  insurance  brokers.  Their  efforts  are  managed  by  our  staff  of  expe- 
rienced international  professionals,  who  are  readily  accessible  to  you  and 
who  fully  understand  your  problems,  requirements  and  risk  management 
philosophy. 

Yon  don't  have  to  be  big 

The  experience  we've  gained  in  designing  multinational  insurance 
programs  enables  us  to  help  companies  of  any  size  with  multinational  opera- 
tions. The  corporation  that  is  just  beginning  to  develop  internationally  has 
an  even  gr  eater  need  for  an  insurance  brokerage  organization  skilled  in 
planning,  implementing  and  servicing  an  international  risk  management 
program. 

How  to  find  out  more 

For  more  specific  information  about  the  many  ways  we  can  help 
you  protect  multinational  operations,  write  for  a  copy  of  our 
"Multinational  Insurance  Fact  Pack"to:  Mr.  Robert  Clements.  Multinational 
President,  Marsh  &  McLennan,  Incorporated,  Dept.  20  FB,      Fact  Pack 
RO.  Box  839,  Radio  City  Station,  New  York,  NY  10019. 

Marsh&  

MCiennan 

When  it  comes  to  insurance,  come  to  the  leader. 

Marsh  & 
McLennan 

C  J980.  Marsh  &  McLennan.  Incorporated 


What  More  Can  We  Say? 


$73.1 


MASCO  CORPORATION 

...TWENTY-THREE  CONSECUTIVE  YEARS  OF  EARNINGS  GROWTH 


et  Income 
(In  millions) 


Send  for  our  1979  Annual  Report  to  learn  more  about  the 

i  Company;  how  it  has  achieved  23  consecutive  years  of 

|S.  earnings  growth  (25  percent  average  annual  rate);  and  how 

l\  we  Delieve  Masco's  sales,  from  internal  growth  alone, 
U  \  will  double  over  the  next  five  years. 


1979j 


Write  To:  Treasurer 
John  C.  Nicholls,  Jr., 
MASCO  CORPORATION 
Dept.  106 

21001  Van  Born  Road 
Taylor,  Michigan  48180 
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icularly  egregious  symptom  of  capitalist 
rresponsibility.  Boards  of  directors 
,hould  not  be  able  to  make  these  deci- 
ions  without  approval."  Whose  approv- 
|?  "A  union's  or  a  government  body's," 
le  answers  without  hesitation. 

Would  Lynd  like  to  see  a  new  U.S. 
iteel  industry  nationalized  along  the 
ines  of  Britain's?  "Well,  maybe  some- 
lay,"  he  says,  glossing  over  the  fact  that 
he  British  industry  preserves  jobs  at  a 
:ost  of  about  $500  million  a  year  to  the 
British  taxpayer.  For  now  he  favors  a 
mailer  first  step,  the  creation  of  a  Ten- 
lessee  Valley  Authority-style  steel  com- 
>any,  preferably  in  Youngstown,  to  com- 
>ete  with  the  private  sector. 

Plant  closings  and  moves  are  taking 
ihape  as  a  serious  philosophical  and  po- 
itical  issue.  Bills  continually  pop  up  in 
Congress  to  limit  a  businessman's  right 
o  make  such  decisions.  Unions  and  poli- 
icians  aren't  eager  to  see  plants  leave 
heir  turf.  Efforts  like  Lynd's  are  likely  to 
jecome  more  common.— Ann  Hughey 


Ball  of  Florida  Hast  Coast  Railway 
Keeping  one  good  eye  on  the  cash.  Sun. 


On  and  on 

When  a  brash  reporter  asked  Somerset 
Maugham  on  his  80th  birthday  if  he  had 
any  future  plans,  the  novelist  is  said  to 
have  replied:  "Definitely.  To  go  on  and 
on."  The  story  may  be  apocryphal,  but 
Edward  Ball's  enemies  would  under- 
stand. The  stubborn  custodian  of  Flor- 
ida's $2  billion  Alfred  I.  du  Pont  Trust 
turned  92  last  month  and  is  still  going 
strong.  "I  feel  pretty  much  the  same,"  he 


says  in  his  courtly  Virginia  accent.  "I  still 
drink  liquor  and  come  to  work  reg'larly." 

Next  to  his  stubborn  longevity,  that 
latter  practice  perhaps  most  enrages  his 
adversaries,  who  include  former  Ball  pro- 
tege William  B.  Mills  and  du  Pont  heir 
Alfred  du  Pont  Dent.  They  want  him  to 
allow  companies  controlled  by  the  trust 
to  pay  out  more  of  their  $30  million 
annual  earnings  in  dividends,  while  Ball 
and  his  four  allies  on  the  seven-man 
board  insist  on  hoarding  its  assets.  Re- 


Invest 
in  a  quality  name. 


At  Scudder  the  emphasis  is  on  quality.  f  \ 

The  Scudder  Cash  Investment  Trust  is  a  high- 
quality  portfolio  that  offers  you  easy  access  to 
your  money  while  earning  you  today's  high 
interest. 

•  Stable  price  and  liquidity. 

•  No  load,  no  commissions. 

•  Free  check  redemption  privileges. 

•  Dividends  declared  daily. 

•  Withdrawals  by  mail  or  phone  (no  interest 
penalty). 

•  $1000  minimum  investment,  additions  in 
any  amount. 

•  feacked  by  60  years  of  investment 
counseling  experience. 

Write  or  call  toll-free  800-343-2890. 
In  Mass.,  call  collect  (617)  482-3990.  L 


SCUDDER 


~1 


SCUDDER  STEVENS  8.  CLARK  INVESTMENT  COUNSEL 

Scudder  Cash  Investment  Trust 
Scudder  Fund  Distributors,  Dept.  #  801055B02 
175  Federal  Street,  Boston,  MA  02110. 

For  more  complete  information,  including  management  fee 
charges  and  expenses,  please  write  or  call  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 

Name  


Address. 


City. 


State. 


Zip. 


Scudder  Cash  Investment  Trust. 
A  Money  Market  Fund. 
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cently,  Ball  won  another  victory  in 
court — against  an  attempt  by  Mills  to 
remove  some  of  his  cronies. 

Ball  himself  is  chairman  of  the  Florida 
East  Coast  Railway  Co.,  one  of  the  trust's 
jewels;  it  also  owns  a  clutch  of  banks  and 
sugar  companies,  St.  Joe  Paper  Co.,  and 
1.3  million  acres  of  Florida  and  Georgia 
land,  and  has  positions  in  Charter  Co., 
GM  and  Du  Pont  itself.  "My  opposition 
will  have  to  be  satisfied  with  the  way  we 
operate,"  says  Ball.  "If  they  aren't,  well, 
they  needn't  come  around." 

Ball  recently  surprised  the  opposition 
when  the  railroad  paid  its  first  dividend 
ever — 10  cents  a  share,  resulting  from 
the  $21.1  million  sale  of  10  miles  of 
right-of-way  in  Miami.  Is  this  a  sign  he's 
changing  his  ways?  "No,"  says  Ball.  "I'm 
not  paying  out  everything  in  dividends. 
This  little  railroad  [350  miles  of  main 
track]  is  in  the  best  shape  of  any  in 
America,  bar  none,  and  it  got  that  way 
by  spending  the  money  to  put  it  right." 
In  1979  that  amounted  to  $17.8  million, 
and  this  year,  Ball  says,  it  ought  to  con- 
tinue at  about  the  same  level. 

Nobody  can  complain  that  Ball  himself 
is  profiting.  For  years  he  lived  in  a  two- 
room  hotel  suite  across  the  street  from 
his  offices  at  St.  Joe's  Jacksonville,  Fla. 
headquarters,  so  he  didn't  have  to  charge 
travel  expenses.  He  recently  moved  to  a 
condominium,  so  he  now  has  a  chauf- 
feur, but  only  because  the  state  of  Florida 
would  not  renew  his  driver's  license.  "I 
told  the  guy  I  didn't  need  but  one  good 
eye  to  drive,"  Ball  complains.  "There  are 
very  few  people  who  have  driven  as  long 
as  I  have  who've  never  had  an  accident.  I 
remember  one  day  I  had  a  friend  from 
one  of  the  New  York  financial  houses 
with  me  and  I  was  stepping  along  on  the 
highway  at  about  85.  I  said,  'I've  never 
had  an  accident.'  He  said,  'You'll  never 
have  but  one.'  "  Now  even  that  wistful 
hope — assuming  his  opponents  were 
mean-spirited  enough  to  have  enter- 
tained it — is  gone.— Tlxnniis. Jaffe 

Right  out  of  the  catalog 

If  Sears,  Roebuck  and  Co.  had  fed  into  a 
computer  the  executive  characteristics 
needed  to  bolster  the  giant  retailer's  sag- 
ging fortunes,  it  may  well  have  spit  out 
the  name  of  Edward  A.  Brennan,  Sears' 
new  president. 

Who  knows  Sears  better?  At  46,  Bren- 
nan is  a  third-generation  Sears  man  (his 
father  and  grandfather  were  buyers),  and 
has  spent  more  than  half  his  life  working 


Brennan  of  Sears,  Roebuck 

Yea,  unto  the  third,  generation. 

for  the  giant  retailer.  He  moved  up  the 
ranks  from  salesman  in  a  Madison,  Wis. 
Sears'  store  to  executive  vice  president 
in  charge  of  Sears'  Atlanta-based  south- 
em  territory  before  he  was  named  to  the 
top  spot  last  month. 
Sears'  weakest  point  of  late  happens 


to  be  the  impeccably  tailored  Edward 
Brennan's  specialty:  retailing.  Despite 
record  sales  of  $5.1  billion  for  the  fourth 
quarter  ending  Jan.  31,  income  was  off1 
22.9%.  The  biggest  contributor  to  Sears' 
income  growth  over  the  past  few  years 
has  been  the  financial  services  oper- 
ations, including  Allstate  Insurance,  not 
the  864  retail  stores  and  over  1,300 
catalog  outlets. 

Although  Brennan  repeatedly  empha- 
sizes profit  margins  over  volume  and 
talks  about  solving  Sears'  chronic  out-of- 
stock  problems,  recent  history  at  Sears 
has  bordered  on  the  bizarre.  First,  vol- 
umes were  up  and  profits  down  because 
of  rampant  price-cutting.  Then  Sears 
upped  prices  to  improve  margins,  which 
shot  down  volume.  So  Brennan  has  got 
his  work  cut  out  for  him,  particularly 
since  Sears  is  being  hit  hard  by  high 
interest  rates,  which  increase  the  cost  of 
inventories.  On  top  of  all  this,  Sears 
plans  to  open  another  250  stores  by  1 984. 

Brennan  insists  "turnaround"  is  the 
wrong  word  for  what  Sears  needs.  He 
prefers  to  say:  "If  we  get  the  arithmetic 
straight  up  front,  and  the  people  through- 
out our  organization  do  their  part,  then 
the  profits  will  follow."—//.*/  Grass 


Cooling  it 


Two  years  ago  this  month,  a  partly  built 
Research-Cottrell  cooling  tower  col- 
lapsed at  Willow  Island,  W.  Va.,  killing  5 1 
workers.  Insurance  will  pick  up  most  of 
the  legal  bill,  but  it  will  be  a  long  time 
before  the  big  pollution  control  concern 
recovers  from  the  Apr.  27,  1978  accident. 
After  the  collapse,  the  company  delayed 
other  cooling  tower  projects  while  it 
checked  out  the  engineering.  As  a  result, 


the  cooling  tower  division  has  been  oper- 
ating in  the  red.  Its  losses,  added  to  slug- 
gish demand  for  the  company's  other 
pollution  control  equipment,  have  cut 
overall  earnings  from  $2.15  per  share  in 
fiscal  1978  to  $1.13  in  the  fiscal  year 
ended  Oct.  31.  This  onetime  glamour 
stock,  which  sold  at  84.50  and  at  a  P/E  of 
66  in  1972,  was  around  14  recently. 

So  Chairman  John  E.  Schork,  56,  is 
cooling  it  and  diversifying  into  oil  and 
gas  services.  Since  July,  he  has  acquired 


Sc/xjrk  of  Research-Cottrell 

An  old  hand  at  switching  sides. 
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In  Ireland,  US  companies' 
profits  have  soared  to 
more  than  twice  the 
European  average. 

The  average  annual  return  on  investment  for  the  last  five  years  for 
US  manufacturers  investing  in  the  Republic  of  Ireland  was  29.9%. 
This  compares  with  a  European  Common  Market  average  of  14.2%. 

Since  1974 the  profitability  of  US  companies  has  been  higher  in 
Ireland  than  in  any  other  country  in  Europe. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

US  Department  of  Commerce  statistics  for  the  period  '74-78  show  a  29.9%  average  annual  return  on  investment  for 
US  manufacturers  located  in  the  Republic  of  Ireland— more  than  twice  the  European  average. 

|  OA  Ireldnd  <&  The  Irish  government's  industrial  development  agency  has  offices  in  NewYork,  Tel  (212)972-1000; 

Chicago,  Tel  (312)644-7474,  Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024;  Cleveland, 
Tel  (216)8610305;  Santa  Clara,  Tel  (415)8541800;  Boston,  Tel  (617)3678225;  Toronto,  Tel  (416)3647478.  Overseas  offices  also  in 
Amsterdam,  London,  Pans,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 


This  announcement  is  published  by  IDA  Ireland.  200  Park  Avenue.  New  York,  1001 7.  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland 

This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


Faces 

Behind  The  Figures 


three  small  companies — PAMCO,  Pro- 
duction Rentals  and  PowerQuip  Engi- 
neering— and  he  expects  R-C's  energy 
companies  to  account  for  20%  of  corpo- 
rate sales  by  the  end  of  1980.  R-C  has 
also  announced  a  joint  venture  to  market 
power  systems.  "We  don't  need  any 
more  $75  million  pieces  of  hardware, "  he 
laments. 

Schork  is  an  old  hand  at  switching 
sides.  Before  joining  Resear.ch-Cottrell, 
he  was  the  manager  of  a  copper  smelter 
next  to  the  New  Jersey  Turnpike.  One 
day,  after  a  cloud  of  pollution  from 
Schork's  smelter  drifted  over  the  heads 
of  some  visiting  dignitaries,  Schork  de- 
cided the  time  was  ripe  to  work  for  a 
company  that  cleaned  up  the  environ- 
ment instead  of  polluting  it.  In  1956  he 
took  a  pay  cut  to  sign  on  with  R-C. 

The  question  now  is  whether  R-C's 
new  field  is  not  well  picked  over.  Schork 
knows  little  about  oilfield  services,  and 
since  his  acquisitions  were  all  private 
companies,  it's  hard  to  tell  yet  whether 
they  were  worth  the  $29  million  he  paid 
for  them.  This  time,  Schork  may  be  late 
in  the  game. — Carol  E  Curtis 

The  way  it  wasn't 

In  1976  Britain  was  viewed  in  the  press 
and  by  most  of  the  world  as  a  complete 
disaster,  its  gross  national  product  grow- 
ing at  only  1.5%  or  less,  according  to  the 
British  Treasury,  and  with  a  balance-of- 
trade  deficit  spiraling  toward  $3.1  bil- 
lion. On  this  news  the  pound  crashed 
from  $2.20  to  $1.58  and  the  Labour  gov- 
ernment had  to  call  in  the  International 
Monetary  Fund. 

Trouble  was,  says  British  economist 
Roger  Nightingale,  it  wasn't  that  way  at 
all.  The  government  now  records  1976  as 
a  year  of  nearly  4%  growth  in  Britain, 
and  the  trade  deficit  turned  out  to  be  half 
the  original  figure. 

Nightingale,  chief  economist  at  Lon- 
don's Hoare  Govett  Ltd.,  brings  up  this 
hoary  economic  history  because,  he  says, 
the  British  government  is  up  to  its  old 
tricks  again.  The  Treasury's  estimate  of 
a  2.5%  drop  in  the  GNP  this  year  is 
ludicrous,  he  says;  Britain  will  easily  out- 
perform this  gloomy  forecast  and  the 
Treasury's  revisionist  historians  will 
eventually  rewrite  their  own  statistics — 
a  task  which  may  take  years. 

Nightingale,  34,  has  been  charting  the 
unannounced  adjustments  slipped  into 
Britain's  historical  economic  statistics 
ever  since  leaving  London's  University 


Nightingale  of  broker  Hoare  Govett  Ltd. 
A  ludicrously  gloomy  forecast. 

College  with  a  master's  degree  1 1  years 
ago.  He  isn't  sure  whether  the  same 
switching  of  figures  happens  in  the  U.S. 
"American  economists  have  told  me  you 
don't  go  on  and  on  making  revisions 
after  years  have  passed,"  he  says.  "Of 
course,  that's  probably  what  most  Brit- 
ish economists  would  say  about  our  sta- 
tistics too."— Barbara  Ellis 

Shock  treatment 

Conoco  Chairman  and  CEO  Ralph  E. 
Bailey  is  no  stranger  to  the  coal  industry. 
His  father  was  a  miner  for  42  years  and 
Bailey  has  spent  most  of  his  life  as  a  coal 
company  executive.  He  is  also  the  man 
who  stunned  the  industry  last  May  by 


pulling  Conoco's  Consolidation  Coal  I 
Co.,  the  U.S.'  second-largest  producer, 
out  of  the  Bituminous  Coal  Operators 
Association,  coal's  labor  bargaining  unit. 

The  fear  was  that  Bailey's  move  would 
create  further  labor  turmoil  by  ending 
national  wage  agreements  with  the  Unit- 
ed Mine  Workers  union,  especially  if  oth- 
ers followed  Consol's  lead  and  negotiated 
separately  with  the  union.  In  fact,  the 
union  promptly  set  up  a  fund  to  finance 
selective  strikes  against  defectors  from 
national  bargaining. 

Instead,  as  of  last  month,  Consol  was 
back  in  BCOA,  largely  on  Bailey's  terms 
Those  terms  include  structural  changes 
in  the  management  bargaining  unit  that 
will  put  big  coal  companies  firmly  in 
control  of  1981  nationwide  contract 
talks.  More  important,  the  changes  are 
an  attempt  to  impose  stricter  discipline 
on  the  negotiators.  The  1977-78  coal 
contract  talks  concluded  only  after  a  1 1 1- 
day  strike.  The  tumultuous  negotiations 
were  characterized  by  power  plays  and 
ego  conflicts  on  the  operators'  side  of  the 
bargaining  table. 

The  new  structure  includes  an  11- 
member  CEO  policy-setting  committee 
and  a  3-member  bargaining  team  of  Con- 
sol,  Peabody  Coal  Co.  (the  nation's  larg- 
est producer),  and  a  steel  representative. 
Some  smaller  operators  are  miffed  at  be- 
ing cut  out,  and  Bailey  admits  there  is  no 
guarantee  that  the  new  structure  will 
work  any  better  than  past  reorganiza- 
tions. But  as  one  industry  official  puts  it: 
"There's  no  longer  a  personality  test  on 
who's  on  the  bargaining  team." 

The  BCOA  pullout  was,  Bailey  indi- 
cates, a  no-lose  situation  for  Consol.  "I 
thought  the  whole  bargaining  process 
needed  shock  treatment,"  he  says.  "We 
were  convinced  that  there  was  a  better 
way  to  do  it  and  we  were  not  willing  to 
run  the  risk  that  1981  would  be  a  repeat 
performance  of  1977-78."—. ^nn  Hughe}' 


Bailey  of  Conoco 
Back,  in  the  fold,  on  his  own  terms 
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By  rethinking  the  dimension  of  time,  Bell  science  found  a 
way  to  handle  today's  torrent  of  information,  anticipating  that  most 
business  problems  would  be  communications  and  information  management 
problems.  Now  information  is  being  managed  in  multiples,  simultaneously, 
on  paths  that  are  thin  slices  of  time.  Bell  System  equipment  is  improving 
productivity  and  lowering  costs  by  putting  this  knowledge  to  work  for 
businesses  in  all  kinds  of  industries. 

We  have  been  in  the  knowledge  business  for  decades,  evolving 
technology  for  information  management  utilizing  advanced  communications 
techniques  to  meet  the  needs  of  business. 

Theoretical  knowledge,  codified  and  turned  to  practical 
applications.  That's  our  business. 

The  time  is  right  for  corporations  to  discuss  with  the  Bell 
System  the  future  as  we  practice  it  now.  With  lasers,  satellite  communications, 
magnetic  bubble  memories,  fiber  optics,  microelectronics.  With  their 
application  to  business  requirements  by  thousands  of  experienced 
information  management,  specialists.  With  equipment  that  is  remarkable  in 
its  reliability,  backed  by  service  that  is  superb. 

We  are  insight.  We  are  change.  We  are  the  future. 

And  we  can  put  it  to  work  for  your  business. 

The  knowledge  business 


IF  FIRST  OF  BOSTON  CAN  HELP  TURN 

A  MOUNTAIN  OF  BARK  INTO  A  SOURCE  OF  FUEL, 

WE  CAN  SOLVE  YOUR  ENERGY  PROBLEMS. 


The  Brown  Company,  a  major  manu- 
facturer of  paper  products,  had  been 
piling  up  tons  of  useless  bark  at  its 
New  Hampshire  plant  for  many  years. 
The  company  saw  an  opportunity  to  save 
money  while  eliminating  a  potential  pol- 
lution problem.  Replacing  its  oil-fired 
|  burners  with  bark  burners  would  cut 
energy  costs  while  improving  the 
local  environment. 

Cost  of  the  project  was  $12  mil- 
lion. The  company  came  to  First  of 
Boston  for  help.  We  advised  them 
on  low-cost,  tax-exempt  Pollution 
Control  Bonds.  Then,  as  lead  bank, 
1  we  arranged  a  syndicate  to  purchase 
the  bonds. 

What  had  previously  been  a  moun- 
tain of  wasted  bark  has  become  a  source 
of  energy  for  the  Brown  Company.  That's 
what  we  did  for  them.  Now,  what  can  we  do 
■  for  you?  To  find  out,  call  Lin  Morison,  First 
Vice  President,  at  (617)  434-3410. 


FIRST  of 
BOSTON 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


WE'VE  DONE  IT.  WE  CAN  DO  IT  FOR  YOU. 


Statistical  Spotlight 


Each  industry  category  was  limited  to 
ten  stocks;  otherwise,  financial  institu- 
tions (highly  sensitive  to  interest  rates) 
and  utilities  (to  energy  prices)  would 
have  swamped  the  list.  Some  of  the  na- 
tion's largest  savings  and  loan  institu- 
tions are  in  the  bargain  bin — Gibraltar 
Financial,  selling  for  half  its  1979  high; 
Great  Western;  Fidelity  Financial.  Not 
surprisingly,  the  struggling  construction 
and  automotive  industries  are  taking  a 
beating — such  as  Johns-Manville,  Gener- 
al Motors  or  General  Tire.  But  so  are 
first-rate  consumer-goods  and  food  com- 
panies like  Avon,  Gillette,  Procter  &. 
Gamble,  Philip  Morris,  Revlon,  Coca- 
Cola  and  General  Foods,-  and  high-tech- 
nology companies  like  Memorex  (down 
65%),  Sony,  Zenith  Radio,  Pioneer  Elec- 
tronic and  Johnson  Controls. 

Chances  are,  companies  like  these  will 
continue  to  be  good  long-term  bets. 
Though  they  still  aren't  cheap,  compared 
with  last  year's  prices  they  could  be  real 
bargains  for  the  quality-conscious  inves- 
tor. Think  of  it  as  a  clearance  sale  at 
Tiffany's.  ■ 
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Decline 

Fiv 

e-year 
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earnings 

earnings 

1  nuicat  ed 

Company 

1979  high 

price 

high-low 

per  share 

ratio 

dividend 
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Apparel 

Bobbie  Brooks 

48% 

3% 

77s 

-  1% 

$  0.23 

14 

Cluett,  Peabody 

37 

7% 

14% 

-  3'/4 

1.78 

4 

$0.68 

8.6% 

Jonathan  Logan 

52 

7% 

18% 

-  43/4 

1.07 

7 

0.60 

7.7 

Palm  Beach 

26 

14% 

20%- 

-  2% 

3.58 

4 

1.20 

8.4 

Automotive 

Allen  Group 

22 

\m 

17'/4 

-  3'/4 

2.44 

5 

1.00 

7.5 

Champion  Spark  Plug 

35 

9 

14%- 

-  8% 

1.49 

6 

0.80 

8.9 

Eaton 

24 

22>/2 

30'/2 

-13'/8 

5.89 

4 

1.72 

7.6 

Firestone  Tire  &  Rubber 

48 

7% 

26  - 

-  7'/8 

0.37 

20 

0.60 

8.3 

General  Motors 

28 

47Va 

787s 

-3,1% 

10.04 

5 

5.45 

11.5 

General  Tire  &  Rubber 

40 

15% 

30%- 

-  9% 

3.44 

5 

1.50 

9.5 

Genuine  Parts 

21 

21% 

28%- 

-15'/2 

2.24 

9 

1.04 

4.9 

Goodyear  Tire  &.  Rubber 

40 

nv* 

25%- 

-10% 

2.52 

4 

1.30 

11.6 

Raybestos-Manhattan 

46 

18'/4 

37  - 

-10% 

2.24 

8 

1.60 

8.8 

Sheller-Globe 

47 

6 

15%- 

-  4'/8 

1.08 

6 

0.30 

5.0 

iank  holding  companies 

BankAmerica 

32 

21'/8 

30% 

-15% 

4.10 

5 

1.32 

6.2 

Citicorp 

33 

17% 

39  - 

-17% 

4.36 

4 

1.30 

7.3 

Crocker  National 

30 

24% 

35%- 

-14% 

6.69 

4 

2.20 

8.9 

First  Chicago 

31 

13% 

27%- 

-13V2 

2.91 

5 

1.20 

8.8 

First  National  State  Bancorp 

30 

17% 

26%- 

-16% 

4.47 

4 

2.20 

12.4 

First  Pennsylvania 

60 

6 

22  - 

-  6 

1.06 

6 

0.44 

7.3 

National  Detroit 

32 

24 

35%- 

-14% 

6.77 

4 

2.00 

8.3 

NCNB 

32 

1  l'/a 

16%- 

-  7% 

2.46 

5 

0.72 

6.4 

Northwest  Bancorp 

34 

19% 

29'A- 

-17 

4.25 

5 

1.32 

6.8 

Security  Pacific 

28 

24% 

34%- 

-1178 

5.97 

4 

1.80 

7.3 

Chemicals  and  synthetics 

Du  Pont 

31 

33  M. 

53%- 

-29 

6.42 

5 

2.75 

8.3 

Essex  Chemical 

31 

9% 

17%- 

-  2Vi 

2.03 

5 

0.80 

8.2 

Ferro  Corp 

38 

18'/8 

35  - 

-lOVs 

4.07 

4 

1.20 

6.6 

International  Flavors  ik  Fragrances 

34 

17 

35'/8- 

-16% 

1.68 

10 

0.80 

4.7 

Breakfast 
at  Tiffany's 


you've  always  lusted  after  a  few 
lares  of  AT&T,  but  never  felt  you  could 
ford  it,  now  may  be  your  chance; 
ley're  now  almost  as  cheap  as  they  have 
:en  at  any  time  in  the  past  five  years.  In 
ct,  all  199  of  the  NYSE  stocks  below 


have  sunk  at  least  20%  below  their  1979 
highs.  Though  not  all  are  blue  chips,  all 
made  at  least  some  profit  in  the  latest  12 
months.  Look  at  some  of  the  names: 
Citicorp,  selling  at  a  five-year  low;  Bank- 
America;  American  Express. 
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ritio 
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Closed-ends  and  REITs 

American  General  Bond  Fd 

28% 

16'/8 

25% 

-15% 

01 '  .0^ 

10* 

2.00 

12.4% 

CNA  Income  Shares 

27 

8% 

13% 

-  8% 

Q  Alt 
7.01 

10* 

1.14 

13.2 

Current  Income  Shares 

31 

8 

12% 

-  7K 

O  SAt 

16* 

1.10 

13.8 

Equitable  Life  Mortgage 

34 

13% 

171/ 
LI  V2 

-1  1  72 

1  7Q 
i .  t  y 

8 

2.00 

14.8 

InterCapital  Income  Securities 

30 

14% 

24% 

-14 

1  A  d«T 

10* 

1.92 

12.9 

Japan  Fund 

45 

7'/4 

13% 

-  5% 

9.507 

24* 

1.32 

18.2 

MassMutual  Corporate  Investors 

26 

12% 

18% 

-11% 

21.97t 

42* 

1.72 

13.5 

Montgomery-  St  Income  Securities 

30 

14% 

23%- 

-14% 

15.93^ 

8* 

1.80 

12.3 

Realty  ReFund  Trust 

44 

9 

22% 

-  8V2 

1.49 

6 

1.49 

16.6 

Transamenca  Income  Shares 

27 

16 

24  % 

- 1 4  Yt 

17.82- 

10i 

2.04 

12.8 

Conglomerates 

American  Can 

28 

29% 

43% 

-28 

A    1  H 

5 

2.90 

9.8 

AMF 

31 

123/4 

24% 

-  9% 

5 

1.24 

9.7 

Dayco 

38 

11 

18% 

-  6% 

3  A3 

0.00 

3 

0.56 

5.1 

Eagle- Picher 

33 

17'/4 

25% 

-  6% 

3  n3 

6 

0.88 

5.1 

Emhart 

43 

24 

4  c 
43 

111/ 

-12V2 

A  3fc 
-+.00 

5 

2.40 

10.0 

Minnesota  Mining 

28 

47% 

68 

-43 

5.59 

9 

2.80 

5.9 

Norton  Simon 

34 

11% 

23 

-  9% 

2.58 

5 

1.04 

8.9 

Purolator 

35 

23 

45  % 

-17% 

3.85 

6 

1.36 

5.9 

Questor 

43 

5% 

12%- 

-  3% 

0.88 

7 

0.20 

3.5 

Transamenca  Corp 

27 

14% 

20% 

-  6 

3.66 

4 

1.12 

7.5 

Construction 

Armstrong  Cork 

28 

13*8 

32%- 

-12% 

1  ^8 

—  Jo 

5 

1.10 

8.1 

Boise  Cascade 

28 

29% 

42%- 

-10% 

A  Vi 

4 

1.75 

6.0 

Clark  Equipment 

32 

30% 

46%- 

-22% 

7  43 

4 

2.20 

7.2 

Johns-Manville 

28 

20 

38%- 

-19 

4.13 

5 

1.92 

9.6 

Masonite 

28 

22  % 

30%- 

-147s 

3.49 

6 

1.32 

6.0 

Overhead  Door 

24 

14 

18%- 

-  5% 

2.95 

5 

1.00 

7.1 

Penn-Dixie  Industries 

52 

3 

6%- 

-  2\» 

0.74 

4 

— 

— 

Consumer  goods 

Avon  Products 

42 

32% 

63  - 

-277g 

d  1  7 

8 

2.80 

8.6 

Clorox 

38 

m 

15%- 

-  6% 

1  AX 

6 

0.76 

8.9 

Colgate-Palmolive 

37 

12% 

34%- 

-12 

9 

1.08 

8.7 

Gillette 

27 

20% 

38%- 

-20 

3  A7 

O.O  t 

6 

1.72 

8.4 

Philip  Moms 

21 

30% 

38%- 

-20% 

A  DR 

7 

1.60 

5.3 

Procter  &  Gamble 

30 

63 

100% -63 

8 

3.40 

5.4 

Purex  Industries 

23 

14  % 

20%- 

-  7% 

2.41 

6 

1.28 

9.0 

Revlon 

34 

36% 

59  - 

-23% 

4.60 

8 

1.56 

4.3 

Unilever  NV 

22 

52% 

67%^32% 

11.44 

5 

4.40 

8.4 

US  Tobacco 

28 

26% 

37%- 

-13% 

3.60 

7 

2.08 

7.8 

Electronics 

Craig 

63 

4% 

16%- 

-  2 

U.o  1 

16 





Johnson  Controls 

26 

28% 

34%- 

-  4 

3  33 

7 

1.20 

5.1 

Matsushita  Electric  Industrial 

29 

26V2 

38%- 

-107s 

3  ah 

8 

0.35 

1.3 

Memorex 

65 

13% 

60%- 

-  1% 

3  Ql 

o.y  1 

4 





Northern  Telecom 

24 

35% 

48  - 

-16'/4 

3  7f>* 

O .  r  u 

10 

1.00* 

2.8 

Pioneer  Electronic 

40 

13% 

22%- 

-  3% 

1  Al 

10 

0.25 

1.8 

Dlantronics 

33 

15 

23%- 

-  2 

1.38 

11 

0.16 

Li 

Sony 

38 

6% 

10%- 

-  4 

0.34 

-  19 

0.10 

1.5 

Square  D 

26 

18% 

29%- 

-14% 

2.97 

6 

1.60 

8.5 

Zenith  Radio 

44 

8% 

40%- 

-  8% 

1.01 

9 

0.60 

7.0 

Food  and  beverage 

Coca-Cola  Eottling  (NY) 

.  34 

4% 

10%- 

-  4% 

n  aa 

11 

0.44 

9.0 

Coca-Cola 

37 

29% 

47%- 

-26% 

1  1A 
O.J'* 

9 

2.16 

7.4 

General  Foods 

32 

25 

37  - 

-18% 

^  n7 

5 

2.00 

8.0 

General  Mills 

32 

20% 

35%- 

-19 

2  TO 

o.ly 

6 

1.32 

6.4 

Gerber  Products 

32 

20% 

39%- 

-12% 

3  27 

O.J' 

6 

1.62 

7.8 

International  Multifoods 

37 

15V* 

25%- 

-  87s 

3.08 

5 

1.20 

7.9 

Oscar  Mayer 

34 

16% 

26  - 

-  97s 

2.86 

6 

1.10 

6.6 

Royal  Crown  Cos 

31 

11% 

23%- 

-  87s 

2.01 

6 

1.04 

9.1 

Universal  Foods 

42 

12% 

23  - 

-  47s 

1.70 

7 

0.96 

7.8 

Ward  Foods 

54 

5% 

12%- 

-  -■- 

1.46 

4 
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Latest 

Decline 

Five-year 

1 2-month 

Price/ 

from 

Recent 

price  range 

earnings 

earnings 

Indicated 

nm  nan  v 

1979  high 

price 

high-low 

per  share 

ratio 

dividend 

Yield 

•ood  chain  stores 

Borman's  Inc 

C  AO/ 
56/0 

5^/4 

07/         1  1/ 

y/8—  I/* 

ffn  c7 

7 

/ 

cn  in 
J>U.2U 

C  20/ 

Union  Cos 

27 

6  f 

lo 

1 2  7/,       0  7/„ 
23/8—  0/8 

1  Q1 

1 .82 

0 

o 

i  no 
1  .U8 

7  1 

/  .2 

Fisher  Foods 

JO 

/£  7A 
0/8 

1  A7/„  A7/„ 
1 6  78  —  0/8 

n  ci 
U.52 

1  2 

lo 

n  an 

C  C 
5.8 

Kroger 

A  A 
44 

1  CIA 
13  74 

1 7  77/, 
2  /      —    F  IS 

2  12 

6. \6 

3 

1  2£ 

1 .06 

0  O 

8.y 

Lucky  Stores 

ZU 

1  /I  1/ 

1  01/,  71/„ 
10  /2—    /  76 

i  ni 

7 

in 
1. 12 

7  O 

/  .y 

Safeway  Stores 

2iC 

oo 

Z.0  74 

CI  5/  171/ 
3278—2  /  72 

C  A  O 

5.4y 

3 

i  *£n 
2.6U 

O  1 

y.2 

southland  Corp 

2C 

o5 

2U74 

213/      12  5/ 
3274—  1378 

2  11 

3. 12 

6 

n  o/i 
U.84 

A  1 

4.1 

Winn-Dixie  Stores 

26 

25 

3474-20/8 

3.36 

7 

1.68 

6.7 

iealth  products  and  services 

American  Home  Products 

i  i 
21 

1  23/, 
20 78 

/I  2 1/     12  1/ 
4o  74  —16  74 

1  C  1 

2.5  1 

y 

1 .61) 

A  0 

6.8 

Baxter  Travenol 

1  A 

271/ 
3/72 

C  1  3/  101/ 
3178—2074 

2  1/1 

o.  14 

1 1 

12 

n  <a 
U.64 

1  7 

I,/ 

Frigitronics 

35 

Q3/ 
078 

1  a  7/      A  7a 
24/8—  6/8 

111 

1.21 

7 

1 

n  2n 
U.oU 

2  A 

o.6 

Hillenbrand  Industries 

1  c 

10  3/ 
2 074 

2  0  l  '  111/ 
3878  —  1274 

r  in 

5. 1U 

6 

l  2n 
1  .oU 

A  C 

4.5 

lrCU 

20 
JO 

a  iz. 

4/8 

Ol/  13/ 
y/4—  278 

n  i  o 

u.2y 

l  a 
14 

n  1 1 
U.  12 

1  o 

2.y 

Eli  Lilly 

23 

49!/4 

793/4-325/8 

4.52 

11 

2.10 

4.3 

ndustrial  goods 

Allis-Chalmers 

21 

32 

1 A3/ 

2678 

2  0  5/        K.  5/, 
3078—  678 

6.2o 

4 

i  nn 
2.UU 

7  jC 
/.6 

Baldor  Electric 

A  1 

4 1 

1  A  1/ 
1472 

las/  21/. 
2478—  3/8 

i  cn 
1 .51) 

lu 

n  i  a 
U.24 

1  7 

1./ 

Chicago  Pneumatic  Tool 

21 
32 

1  117/ 
19/8 

3574  —  1074 

a  7n 

A 

4 

i  nn 
2.UU 

i  n  l 
1U.1 

General  Steel 

31) 

71/ 
/74 

11  13/ 
11      -    1 74 

12  1 

1.31 

/: 
o 

nan 
U.4U 

C  1 

3.2 

Gleason  Works 

2 1 
31 

1  71/ 

1  C  3/        A  5/, 
2574—  478 

2  O  1 

o.y  i 

4 

n  on 
(J. 81) 

A  iC 

4.6 

Illinois  Tool  Works 

26 

21/8 

2n      i  7 
oU    —  IF 

1  OQ 

2.y8 

7 

/ 

l  nn 
1  .UU 

a  A 
4.6 

Lamson  &.  Sessions 

a  0 

48 

1 1 

ii         a  7/, 
21     —  4  /8 

2  n2 
o.Uo 

4 

n  on 
U.8U 

7  2 

'  .O 

Richardson  Co 

4e 

1  O  1/ 
10  74 

2  C  0 

33—0 

iii 
2. 1 2 

Q 

l  2n 
1  .oU 

7  i 

/.I 

Twin  Oisr 

27 

16  72 

24V2-   6  74 

3.33 

5 

1.10 

6.7 

nsurance  and  other  financial 

American  Express 

6  1 

1  C 1/, 

AC         1  a  3/ 
43  —24/4 

A  Q  2 
4.8o 

3 

i  on 
1.8U 

7  l 

FA 

Beneficial  Corp 

a  o 
43 

101/ 
18/4 

211/     i  a  1/ 
02/8  —  1478 

a  1  a 
4.24 

zl 
4 

i  nn 
2.UU 

I  l  n 

I I  .U 

Colonial  Penn 

A  1 

42 

1  C3/ 
1  374 

a  1  3/     1  C  3/ 
41.74  —  13/4 

a  a  o 
4.48 

zl 
4 

i  an 
1 .41) 

o  o 

8.y 

Dial 

a  c 
45 

1  A  1/ 
1472 

1A1/  Al/ 
2.(3/1  —  6/4 

o.o6 

zl 
4 

i  in 
1 .2U 

Q  2 

8.o 

Federal  Natl  Mtge  Assn 

0  a 
34 

1  1  7/ 
12/8 

1  07/  117/ 

ly/8— 1  1  78 

1  Q  1 

2.8 1 

3 

110 

1 .28 

o  o 

y.y 

Household  Finance 

2£ 
36 

i  a  1/ 

14/8 

111/  117/ 
2278  —  1  1  78 

2  2  2 

6.66 

/i 
4 

1  c  c 

1 .55 

i  i  n 
1 1  .U 

}eff  erson-Pilot 

2  0 

oo 

121/ 
2oV2 

203/  121/ 
O 074—2072 

A  A  2 

4.4o 

3 

l  in 
l.ZU 

c  i 

3.1 

MGIC  Investment 

CI 

52 

1  O  1/ 
1872 

2  0  3/  Ol/ 
3078—   0  78 

2  2  /C 

0.06 

6 

i  ii 
1.12 

A  i 
6.1 

I  TC T  ICC 

ou 

1  Ol/ 

10  Ol/ 

2o  —  y/4 

2  O  1 

o.y  1 

3 

n  jCo 
U.68 

2  C 

o.3 

Wfashinpton  National 

46 

21'/4 

39  -  9 'A 

4.62 

5 

1.50 

7.1 

Miscellaneous 

American  Broadcasting 

61 

2n 
oU 

a  7  5/       0  3/ 
4/78—  8/4 

5.6/ 

3 

i  /in 
1 .6U 

C  2 

5.o 

American  District  Telegraph 

20 

3y 

1  A  3/ 
1678 

IX          1  iC3/ 
06  —1678 

1  7  2 

2.  /o 

6 

1  1 
1 .  lo 

7  i 

Chelsea  Industries 

/lO 

4y 

73/, 
/  78 

1  A  \L       A  5/« 
14/2—  4/8 

2.54 

2 
O 

n  An 

U.OU 

8  1 

8.1 

Clevepak 

4y 

C3/ 
074 

1/17/       -3  5  / 
14/8—  078 

n  /Ca 
U.64 

o 

y 

n  /;n 
U.6U 

l  n  a 
1U.4 

Esquire 

a  7 

4/ 

1  1 1/, 
1/72 

1 23/.  23A 
L6 78—   O  74 

2  22 
6.66 

/i 

4 

n  7n 

U.  FU 

C  A. 
5.6 

rleetwoou  enterprises 

a  7 
4/ 

A  3/ 
674 

in3/  Kl/ 
2L)78—  6/2 

n  i  2 
U.  lo 

CI 
32 

n  ci 
U.52 

7  7 

I.I 

t-t-  \  it  r-\  1,1 

hr  MacUonald 

2^ 
36 

71/ 

'78 

i  a  11/ 
14     —    1 74 

l  i  /; 
1.16 

6 

nan 
U.4U 

5.6 

Polaroid 

Aa 
64 

in  3/ 

21)78 

6U  74  —  1 3 

i  in 
1. 11) 

i  y 

i  nn 
1  .UU 

a  o 

4.y 

Rexham 

/f  0 

48 

1  1  5/„ 
1  1  78 

111/,        1 5/ 

2272—  278 

1  07 
2.UV 

6 

n  An 
U.6U 

C  1 
5.2 

Talley  Industries 

56 

C  1  / 
372 

13/8—  3 

n  >C7 
U.6/ 

o 
0 

Toro 

a  n 

4y 

1  r 

13 

105/        2  5/ 
2y78—  0  78 

2  17 

6.11 

c 
3 

n  oo 
U.88 

c  o 

5.y 

UMC  Industries 

39 

ll'/s 

22%-  8V2 

2.30 

5 

1.20 

10.8 

Restaurants 

Collins  Foods  International 

C  1 

31 

Q 

y 

1  0.3/.       1 1/, 
1778-  278 

117 

2.1/ 

a 
4 

n  2i 
U.o2 

2  A 
o.6 

Denny's 

c  c 
DO 

i  ■) 

1 2 

2C  <C3/ 

33    —  678 

i  /  n 
2.6U 

c 
3 

n  o  o 

U.on 

7  2 
/  .3 

McDonald's 

2y 

7  7 

o/ 

ft  /  1/ 

66  —2674 

a  £0 
4.68 

Q 

8 

n  c/i 
U.36 

1  c 

1.5 

Ponderosa  System 

53 

107s 

30  72-  3/8 

3.33 

3 

0.40 

3.7 

Retailing — department  stores 

Allied  Stores 

oU 

iov 
ly  78 

105/„  77/ 

2y78—  /  /a 

a  1  a 
4.24 

c 

3 

l  7n 
1  .FU 

o  o 
8.8 

Garfinckel,  Brooks  Bros 

40 

1  /I  1A 
1474 

2y/8—  6/8 

1  07 

/.y f 

c 

3 

i  2n 
1  .oU 

U  1 

y.  i 

King's  Dept  Stores 

on 

oy 

y /a 

1  O              C  1  / 
18      —  372 

i  n/ 
2.U6 

c 
3 

n  nn 
0.90 

9.1 

K  mart 

o4 

1  Q  7/ 
lo78 

a  2  3/     10  1/ 
4074  — 18  74 

1  O/i 

2.y6 

6 

n  oa 
U.84 

A  C 

4.5 

Marshall  Field 

A  A 

44 

1  /I  I/, 
1472 

2  c  1/    i  a  3/. 

05 74  — 1478 

1  0  0 

1 .88 

o 
8 

i  i/i 
1 .24 

8.6 

May  Dept  Stores 

Lo 

1  OTA 

2  £.  1/13/. 
06  —1474 

A  3C 
4,o5 

c 
3 

l  a  n 
1 .4U 

7  n 

/.U 

JC  Penney 

1A 

o4 

LL 

iC2i/  1ns/ 

6o74— 2U78 

o.61 

6 

1  7/ 

1./6 

8.0 

Sears,  Roebuck 

30 

i5-y8 

395/8-l4/8 

2.76 

6 

1.36 

8.8 

Canadian.  tNet  asset  value.  t%  discouni  fror 

i  net  asset  value. 
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Name  brands 

,  bargain  prices 

Latest 

Decline 

Five-year 

12-month 

Price/ 

from 

Recent 

price  range 

earnings 

earnings 

Indicated 

Company 

1979  high 

price 

high-low 

per  share 

ratio 

dividend 

Yield 

Retaili  ng — oth  er 

Jack  Eckerd 

27% 

22  Va 

33% 

-14% 

$2.72 

Q 

8 

c  1  on 

A  CO/ 

4.57o 

Edison  Bros  Stores 

40 

21 

35 

-  5% 

3.87 

c 
J 

1  21 

a  1 
6.3 

Gap  Stores 

56 

6  ' 

17% 

-  6 

1.45 

A 

4 

n  in 

U.38 

6.3 

iviejviiiL 

21 

24% 

33% 

-  6% 

4.04 

f. 

1  An 
1 .01 J 

A  C 
6.5 

Modern  Merchandising 

29 

11% 

195/4 

-  l'/4 

1.90 

s 

O 

n  on 
U.2U 

1.8 

Morse  Shoe 

36 

UVa 

20'/b 

-  l'/4 

3.01 

A 

4 

n  7'i 
U.  11 

5.9 

Outlet 

37 

16 

33% 

-  5% 

2.15 

7 

1  nn 
1  .UU 

A  2 
6.J 

Pay  Less  Drug  Stores  NW 

20 

15/8 

26 

-  4% 

1   A  C 

2.45 

/ 

6 

n  /-n 
U.6U 

3.8 

Petrie  Stores 

45 

23  % 

49% 

-17 

3.42 

■7 

1  /in 
1 .41) 

a  n 
6.U 

Thrifty  Corp 

A  1 

43 

9/8 

17% 

-  4'/4 

1 .46 

7 

0.72 

7.3 

Savings  and  loans 

HF  Ahmanson 

47 

15 

28% 

-  6% 

5.11 

0 

1  in 

1  2U 

q  n 
8.U 

Fidelity  Financial 

56 

6 

13% 

-  2% 

2.48 

1 

2 

n  An 
U.6U 

1  n  n 
1U.U 

Financial  Corp  of  America 

47 

10 

19 

-  1% 

3.13 

3 
0 

n  c.n 

U.5U 

q  n 
5.U 

Financial  Corp  of  Santa  Barbara 

44 

11 

19% 

-  2% 

3.14 

A 

4 

1  nn 
1 .00 

9.1 

First  Charter  Financial 

49 

11% 

21% 

-  8s/8 

3.05 

4 

n  on 
U.8U 

7  1 

/.I 

Gibraltar  Financial 

53 

7% 

16% 

-  2% 

2.12 

A 

4 

n  /"n 
U.6U 

7  7 

/J 

Great  Western  Financial 

45 

15'/4 

27%- 

-  7% 

4.15 

A 

4 

n  qo 
U.88 

c  0 
5.8 

Imperial  Corp  of  America 

45 

29% 

-  7l/2 

C  1  A 

5.24 

a 
5 

1  in 
1 .2U 

7  /i 

/.4 

Northern  California  S&L 

50 

1 1 

21% 

-  4% 

3.40 

1 
O 

n  7n 
U.  /U 

A  /I 
0.4 

TRANSOHIO  Financial 

A  O 

48 

0 1  / 

9  78 

17%- 

-  3% 

3.43 

3 

0.40 

4.4 

Transportation 

Airborne  Freight 

36 

18 

28% 

-  3% 

2.17 

Q 

8 

1  in 
1 .2U 

A  7 

Consolidated  Freightways 

28 

20% 

34  - 

-  9% 

5.06 

A 

4 

1  in 
1.3U 

6.4 

Delta  Air  Lines 

26 

34% 

58 

-25% 

5.21 

7 

1  in 

1  2U 

2  A 
0.4 

Emery  Air  Freight 

40 

UVa 

28%- 

-13  Va 

1.46 

1  n 
1 U 

1  nn 
1  .UU 

7  1 

/.I 

KLM  Royal  Dutch  Airlines 

51 

30% 

82%- 

-15 

0.04 

1NM 

5  Ay 

112 
1  1  .O 

Northwest  Airlines 

37 

22% 

37'/8- 

-11% 

3.35 

7 

f 

n  on 
U.8U 

2  C 
0.5 

P;'n  American  World  Airways 

42 

4% 

10%- 

-  2 

1.07 

A 

4 

Transcon  Lines 

55 

6% 

14%- 

-  5% 

0.58 

1 1 

0.60 

9.2 

Utilities — electric 

Eastern  Utilities 

31 

10% 

19%- 

-  8% 

1.75 

/ 
O 

i  An 
1  6U 

1  a  n 
14. V 

Hawaiian  Electric 

29 

19% 

28%- 

-16% 

3.67 

c 
5 

2.44 

li/i 
12.4 

Middle  South  Utilities 

31 

11% 

17%- 

-10'/4 

2.15 

c 
0 

1  CO 

1.58 

1  a  n 
14. U 

Ohio  Edison 

30 

12% 

21%- 

-11% 

1.80 

7 

f 

1  7A 

1 .  fb 

14.4 

Philadelphia  Electric 

30 

12'/4 

21%- 

-11  Va 

1.86 

7 

f 

i  on 
1 .8U 

1/17 

14.  / 

Public  Service  Co  of  Indiana 

31 

18% 

31%- 

-17% 

3.77 

r 

3 

i  21 
2.o2 

li/i 
12.4 

Public  Service  Co  of  NH 

33 

14% 

22%- 

-11V2 

2.56 

/L 
O 

111 

2. 12 

15. U 

St  Joseph  Light  &  Power 

i  n 

29 

9% 

14%- 

-  8Va 

1.31 

8 

1   1 A 
1  .26 

12/1 

Union  Electric 

31 

10% 

16%- 

-  9% 

1.73 

/- 
0 

1    /I  A 

1.44 

1  /i  n 
14. U 

Virginia  Electric  &.  Power 

36 

9V2 

15%- 

-  8% 

1.63 

6 

1.40 

14.7 

Utilities — gas  or  gas/electric 

Community  Public  Service 

36 

14% 

22%- 

-13% 

2.48 

6 

1 .88 

12  1 
l0.2 

Consumers  Power 

31 

16% 

25%- 

-  9% 

3.24 

5 

12/ 
1.6b 

1  A  A 

14.4 

Gas  Service 

32 

11 

16%- 

-  8% 

2.62 

A 

4 

1  ID 

1 .28 

1  1  A 
1 1 .6 

Kansas  Gas  &  Electric 

33 

13  74 

22%- 

-11% 

1.84 

7 

1  C\A 

l.y4 

1  A  A 
14.6 

Northern  Ind  Public  Service 

30 

11% 

21%- 

-10% 

1.79 

7 

1  cn 
1.5U 

1  1  0 

12.8 

Orange  &  Rockland  Utilities 

30 

11 

16%- 

-  7% 

2.00 

b 

1  c/ 

1.56 

1/11 
14.2 

Rochester  Gas  &  Electric 

31 

12% 

19%- 

-   9  78 

2.14 

b 

l/IO 

1.48 

ill 

12.2 

South  Carolina  Electric  &  Gas 

30 

12% 

21  - 

-  9% 

1.93 

7 

1   7  A 

1./4 

1  2  Q 
I0.8 

Toledo  Edison 

29 

I6V2 

27%- 

-15% 

2.65 

6 

1  in 
2.2U 

1  2  2 

Washington  Gas  Light 

31 

18/8 

27%- 

-12 

2.76 

7 

2.40 

12.7 

Utilities — other 

American  Tel  ck  Tel 

28 

46% 

65%-44% 

8.04 

b 

C  nn 
5.UU 

1  n  7 

1U.  / 

tt.^.11  f^m^A* 

oeu  v^anaua 

21 

15%  • 

19%- 

-13% 

2.64* 

6 

1  A/1  * 
1  .t>4 

1  n  c 

1U.5 

\_entrai  lei  ix  utn 

22 

22% 

28%- 

-16% 

3.34 

7 

1 

i  nn 
2.UU 

o  0 

8.y 

Communications  Satellite 

27 

34% 

49%- 

-23 

5.02 

7 

1  2n 

A  A 
6.6 

Continental  Telephone 

26 

13% 

17%- 

-10 

2.15 

s 
O 

1   2  A 
1  .JO 

in  /i 

1U.4 

General  Tel  &  Electronics 

22 

24 

33%- 

-16% 

4.20 

O 

1  71 

L.I  L 

1  1  2 
1 1 .0 

Mountain  States  Tel  &  Tel 

26 

20 

29%- 

-16'/4 

3.48 

b 

1  21 
2.o2 

1  1  A 
1  1 .0 

Pacific  Tel  &.  Tel 

24 

11% 

18%- 

-11% 

1.84 

6 

1.40 

11.9 

United  Telecommunications 

32 

14% 

21%- 

-12% 

2.63 

6 

1.52 

10.4 

'Canadian.  NM:  Not  Meaningful.  j 
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The  duplicators  for  those  who  appreciate 

the  virtues  of  simplicity. 


When  you  push  a  few  buttons  on  a 
Xerox  high-speed  duplicator,  a  miracle 
occurs. 

A  multitude  of  complicated  jobs  are 
converted  instantly  into  simple  ones. 

For  example,  you  can  get  a  Xerox 
duplicator  that  copies  on  both  sides  of  a 
piece  of  paper,  automatically. 

That  reduces,  automatically  Collates, 
automatically. 

Feeds  and  cycles  up  to  200  originals, 
automatically. 


And  even  makes  two-sided  8-1/2"  x  11" 
copies  from  unburst  computer  printouts, 
automatically. 

But  of  all  the  virtues  of  simplicity,  the 
greatest  is  this: 

It  increaseth  productivity. 

Since  Xerox  duplicators  are  so  easy  to 
use,  people  can  spend  more  time  using  them, 
and  less  time  figuring  out  how.  Anyone 
who  can  master  the  technology  of  pushing 
buttons  can  operate  one  of  our  duplicators. 

So  if  you  appreciate  the  virtues  of 


simplicity,  look  into  the  virtues  of  a  Xerox 
9200  or  9400  duplicator. 

We'll  even  arrange  a  simple  demonstra- 
tion at  your  convenience. 

Just  in  case  you  don't  accept  miracles 
on  faith  alone. 

XEROX 


XEROX®  9200®  and  9400  arc-  trademarks  of  XEROX  CORPORATION 


Those  who  will  not  learn  from  history  are  condemned  to  repeat  it.  The 
dollars  decline  has  its  roots  in  the  holocaust  of  a  world  war  and  in 
the  workings  of  history  since  then  . . . 


The  fate  of 
the  dollar 


A  West  Berliner  salvaging  brick  in  1946 
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Martin  Mayer  has  made  his  mark  as  a 
writer  who  handles  important  but  diffi- 
cult subjects  in  penetrating  and  graceful 
fashion.  Now  he  has  taken  on  that  most 
important  and  difficult  of  all  topics — the 
U.S.  dollar.  In  his  new  book,  The  Fate  of 
the  Dollar,  he  concludes:  "The  dollar 
will  not  be  almighty  again;  but  it  can  be 
sound."  Since  he  wrote  these  words,  ear- 
ly this  year  the  U.S.  currency  has  turned 
strong  again,  rising  3.4%  against  the  Jap- 
anese yen  and  7.8%  against  the  deutsche 
mark  (Forbes,  Mar.  31).  It  turned  strong 
chiefly  because  of  Paul  Volcker's  shock 
treatments,  which  have  driven  the  rate 
on  six-month  Eurodollar  certificates  of 
deposit  from  12%%  last  September  to  a 
current  18%%  and,  in  the  process,  made 
foreigners  willing  once  more  to  hold  se- 
curities denominated  in  dollars.  Wheth- 
er the  dollar  continues  strong  remains  to 
be  seen,  but,  as  Mayer  makes  clear,  it 
will  do  so  only  if  the  U.S.  accepts  steady 
doses  of  economic  self-discipline. 

What  ails  the  U.S.  economy  is  that  its 
currency,  once  coveted,  is  today  scorned 
except  at  sky-high  interest  rates.  In  this 
brilliant  analysis,  taken  from  his  new 
book,  Mayer  explains  the  why  and  how 
in  fascinating  detail. 

I left  the  Federal  Reserve  Bank  of 
New  York  in  1957,"  said  Paul 
Volcker,  an  immensely  tall,  round- 
shouldered,  52-year-old  economist  and 
cigar-smoker  who  returned  to  the  New 
York  Fed  as  its  president  and  then  left 
again  to  be  chairman  of  the  Federal  Re- 
serve Board.  "All  was  quiet  at  that  point. 
I  went  over  and  became  an  economist  at 
Chase.  One  day  George  Champion  called 
me  into  his  office,  which  was  a  startling 
event — I'd  never  been  called  into  the 
president's  office  at  the  Fed. 

"Mr.  Champion  said,  'Sit  down,  young 
man.  I  want  to  talk  to  you  about  this 
balance  of  payments  problem.  I'm  wor- 
ried. I'm  afraid  we're  going  to  begin  los- 
ing gold.  What  do  you  think  about  it?' 

"So  I  explained  to  him  all  the  good 
economist's  reasons  why  there  couldn't 
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.  If  the  U.S.  is  to  break  out  of  its  eminent  economic  woes,  it  had 
?tter  study — and  learn  from — the  remorseless  forces  that  brought  the 
nce-mighty  dollar  to  its  present  loir  state. 


From  power  and  glory 

to  glut 


any  trouble.  He  listened,  and  he  said, 
'ell,  that's  very  interesting,  young 
in,'  and  I  went  back  to  my  office. 
"Six  months  later,  there  was  the  first 
side  breakout  on  the  London  gold  mar- 
t.  It  taught  me  that  there  may  be 
ings  that  a  man  out  in  the  market 
ows  that  nobody  in  government  or  a 
iversity  knows.  He  may  not  know  why 
knows  it,  but  he  does." 

\t  this  distance  in  time,  it  is  all  but 
impossible  to  reconstruct  the  in- 
tellectual and  attitudinal  atmo- 
lere  that  surrounded  the  international 
e  of  the  U.S.  dollar  for  the  first  dozen 
ars  after  the  end  of  World  War  n. 
iose  who  were  tourists  in  Europe  in  the 
50s  find  it  hard  to  credit  perfectly  ae- 
rate recollections  of  how  much  an 
nerican  dollar  could  buy — at  the  legal 
e  of  exchange.  And  often  enough  there 
:re  shady  characters  around  who  would 
er  a  much  better  black-market  rate,  or 
apkeepers  who  would  knock  down  an 
eady  low  price  if  the  customer  paid  in 
nerican  currency. 

\11  over  Europe,  governments  had 
zed  control  of  their  citizens'  dollars  or 
liar-denominated  assets.  Banks,  ho- 
s,  and  restaurants  that  might  receive 
liars,  and  companies  that  were  export- 
;  their  products  to  the  U.S.,  were  re- 
ired  to  convert  their  proceeds  immedi- 
;ly  to  the  local  currency  by  turning 
er  the  dollars  to  the  government.  Only 
very  few  companies  or  official  agen- 
:s,  engaged  in  what  were  considered 
al  importing  activities,  were  permit- 
1  to  make  their  own  decisions  about 
w  dollars  could  be  spent.  For  everyone 
:ept  Americans,  there  was  a  "dollar 
artage." 

rhe  expectations  that  planners  and 
inkers  had  held  for  the  postwar  econo- 

winted  by  permission  of  Truman  Tulley  Hook's 
imes  Boohs,  a  dhisiun  ofQuudruyigleflhe  New 
k  Times  Hook'  Co.,  Inc  From  The  Fate  of  the 
liar  by  Martin  Mayer  Copyright  ©  1980  by 
rtin  Mayer. 


A  Japanese  tourist  shopping  in  Honolulu  in  1973 


RBES,  APRIL  14,  1980 


155 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 

The  offer  is  made  only  by  the  Prospectus 


March  13,  1980 


722,000  Shares 

Alaska  Interstate  Company 


Common  Stock 


Price  $41 .50  per  share 


Copies  of  the  Prospectus  may  be  obtained  In  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc.  Rauscher  Pierce  Refsnes,  Inc. 

Bache  Halsey  Stuart  Shields  The  First  Boston  Corporation 

Incorporated 

Bear,  Stearns  &  Co.     Blyth  Eastman  Paine  Webber     Dillon,  Read  &  Co.  Inc. 

!  ncorporated 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Goldman,  Sachs  &  Co. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Salomon  Brothers 


Smith  Barney,  Harris  Upham  &  Co. 

Inc  jrporated 


Drexel  Burnham  Lambert 

I  ncorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 
Shearson  Loeb  Rhoades  Inc. 
Warburg  Paribas  Becker 

A  G  Becker 


Wertheim  &  Co.  Inc. 


Dean  Witter  Reynolds  Inc. 


Rotan  Mosle  Inc. 


THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 
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Follow  through*** 
with  your  help 
to  prevent 

Birth 
Defects* 


SUPPORT 
MARCH  OF  DIMES 


my  had  proven  false  in  ways  that  benefit 
ed  the  U.S.  and  disadvantaged  everyont 
else.  America  had  geared  up  for  war  proi 
duction  more  effectively  than  any  othei 
nation  (Hitler's  Germany  never  devoted 
as  large  a  proportion  of  its  gross  national 
product  to  the  war  as  the  U.S.  did  in  1943 
and  1944),  and  had  financed  its  war  effort! 
in  large  part  by  printing  money.  Conven- 
tional analysis,  remembering  the  period! 
immediately  after  World  War  I  and  the 
Great  Depression,  foresaw  a  surge  of  in- 
flation and  then  severe  economic  decline! 
with  high  unemployment  because  there 
would  not — could  not — be  sufficient  de- 
mand to  absorb  for  peaceful  uses  the 
product  of  the  expanded  industrial  plant; 
built  for  war  purposes,  or  the  labor  of 
millions  of  returning  servicemen. 

Instead,  the  work  force  was  heavily! 
employed  and  factory  space  quicklyi 
converted  to  peaceful  uses  by  a  burst1 
of  consumer  demand  fueled  with  pre- 
viously unspendable  savings  accumulat-i 
ed  during  the  war.  A  Europe  physically! 
more  devastated  and  emotionally  more 
disabled  by  the  war  than  had  been  real- 
ized relied  upon  America  for  everything) 
from  food  and  fuel  supplies  to  machine! 
tools.  European  nations  had  almost  no| 
reserves  to  use  for  such  purchases;  the 
winners  had  spent  what  they  possessed 
in  the  early  years  before  the  U.S.  became 
a  partner,  the  losers  had  been  expropriat- 
ed by  legal  action  or  force.  Over  two- 
thirds  of  the  world's  monetary  gold  was 
American  property,  "buried  at  Fort! 
Knox."  European  productive  capacities! 
that  had  survived  the  war  could  not  gen-i 
erate  exports  that  might  pay  for  required! 
imports — and  even  if  they  could  have,, 
the  distribution  systems  nobody  ever 
thinks  about  in  normal  times  had  de- 
cayed beyond  men's  memory  of  ways  to 
restore  them.  These  were  the  realities 
more  hidden  than  explained  by  abstrac- 
tions like  "the  dollar  shortage." 

To  use  terms  that  have  only  recently 
come  into  the  headlines,  the  recovery  of 
the  war-damaged  nations  required  that 
the  U.S.  have  a  "trade  surplus"  with 
them — that  we  export  to  them  what  we 
produced  and  they  needed,  even  though 
we  could  not  import  enough  from  them 
to  balance  the  ledgers.  To  provide  the 
dollars  the  Europeans  would  need  to 
make  their  purchases,  America  officially 
or  privately  would  have  to  make  enough 
gifts,  loans  and  investments  to  cover  the 
gap.  Given  the  great  profitability  of  in- 
vestment in  booming  America  in  the 
years  right  after  the  war — and  the  many 
risks  (not  least,  political  risks)  that  shad- 
owed investment  in  Europe  during  those 
years— private  capital  was  unwilling  to 
invest  anything  like  the  required  quanti- 
ties. The  result,  after  the  catastrophic 
winter  of  1946-47  had  revealed  how 
small  the  margins  of  European  survival 
had  become,  was  the  Marshall  Plan  and 
official  American  participation  in  direct 
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News,like  beauty,  is  often 
in  the  eye  of  the  beholder. 

People  who  read  TIME  regularly,  subscribe  not  only  to  a 
magazine  but  to  an  idea:  that  news  is  as  likely  to  be 
made  under  a  proscenium  arch  as  at  a  conference  table; 
as  likely  to  be  made  under  a  microscope  or  in  the  mind 
of  a  painter  as  at  the  polls  or  on  the  battlefield. 

That's  why  each  week  in  TIME  you'll  find  a  range 
of  departments  devoted  to  such  diverse  subjects  as 
Theatre,  Environment,  Law,  Books,  Art,  and  Medicine. 

It  is  TIME's  fascinating  coverage  of  news  less  urgent 
but  no  less  newsworthy  that  has  made  TIME  unique. 

And  it  is  this  conviction  that  reportage  is  a  matter  of 
sensibility  as  well  as  sense  that  has  earned  for  TIME 
more  loyal  readers,  by  far,  around  the  world,  than  any 
other  single  news  source. 

The  most  colorful  coverage  of  the  week. 

©Time  Inc.  1979  All  Rights  Reserved 


ieasure  before  business. 


i 


W  jMM 
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ur  new  747B  s  from  Los  Angeles  and 
Seattle  to  Tokyo  and  Bangkok  ,  we  treat  you 
with  a  little  vacation,  as  it  were,  before  you 
get  down  to  business.  And  we  do  it  as  smooth 
as  silk  to  33  cities  across  4  continents.  Because 
^«\^_  we,  too,  have  important  business  to 

^(jp'x^m^^rw  ■  ta^e  care        t^at'  ^ear 

m  m  IUI   passenger,  is  you. 

How  man  was  meant  to  fly* 


ing  the  paths  of  redevelopment. 

Aid  that  might  be  enough  to  cover  the 
Europeans'  deficit  in  their  trade  with  the 
U.S.  was  not  enough  to  manage  their 
overall  problem.  Europe  also  needed — 
and  had  no  way  to  pay  for — Argentine 
and  Uruguayan  beef,  Chilean  and  Congo- 
lese copper,  Brazilian  coffee,  Egyptian 
cotton,  Bolivian  tin,  Malayan  rubber, 
Turkish  tobacco,  Indian  jute;  lamb  and 
mutton  from  the  Antipodes,  bananas 
from  Central  America,  oil  from  the  Per- 
sian Gulf.  Some  of  these  countries  could 
afford  to  sell  on  credit;  most  could  not. 
Dollars  to  cover  the  European  and  Japa- 
nese deficits  with  others,  as  well  as  their 
deficits  with  the  U.S.,  would  have  to  be 
made  available  by  Americans,  through 
aid  or  loans  or  military  expenditures  out- 
side the  U.S. 

Most  European  trade  had  been  be- 
tween the  nations  of  Europe  themselves. 
Their  economies,  however,  were  not 
such  that  straight  barter  deals  could  rees- 
tablish prewar  patterns  by 
which  the  different  coun- 
tries and  climates  and 
stocks  of  natural  resources 
were  able  to  specialize  in 
what  each  did  best.  This 
trade,  severely  disrupted 
even  before  the  war  by  de- 
pression and  nationalism, 
was  now  sinking  in  a 
whirlpool  of  reduced  pro- 
duction and  thus  reduced 
uses  for  the  foreign  cur- 
rencies each  country 
might  acquire  by  export- 
ing. The  pounds  Italy 
might  earn  by  selling  Si- 
cilian oranges  to  England 
did  not  buy  the  steel  Italy 
needed  to  rebuild  bridges, 
because  England  had  no 
surplus  steel  to  export — 
and  France  would  not  ac- 
cept English  pounds  in 
payment  for  French  steel. 
So  the  Italians  would  seek 
to  convert  their  pounds  to 
dollars,  which  could  be 
used  everywhere.  The 
Bank  of  England  didn't 


have  the  dollars;  Americans  didn't  want 
the  pounds.  The  oranges  stayed  on  the 
trees,  or  sold  for  very  low  prices  near 
home;  British  children  did  without  vita- 
min C,  French  steel  production  stagnat- 
ed and  the  Sicilian  economy,  already 'in 
terrible  shape,  got  even  worse. 

The  catastrophic  severity  of  the  dollar 
shortage  was  first  revealed,  in  fact, 
through  the  failure  of  the  American  at- 
tempt to  revive  intra-European  trade  in 
1946  through  direct  support  of  the  Brit- 
ish pound,  a  "stabilization  loan"  of  al- 
most $4  billion  (with  another  SI  billion 
from  Canada)  designed  to  make  it  possi- 
ble for  London  to  resume  its  prewar 
functions  as  the  financing  center  that 
arranged  money  flow  among  the  Europe- 
an countries  and  between  Europe  and  its 
colonies.  The  dollars  supplied  to  make  a 
$4.20  pound  "convertible"  to  and  from 
other  currencies  drained  off  to  other 
hands  in  five  frantic  weeks  in  1947, 
leaving  the  pound  as  close  to  useless  in 


international  trade  as  it  had  been  before 
the  loan. 

If  Europe  were  to  revive,  the  scale  of 
American  aid,  loans,  investments  and 
military  expenditures  abroad  would  have 
to  be  much  larger  than  the  amounts 
needed  to  close  the  trade  gap.  Simply  to 
oil  the  operation  of  the  money  system,  to 
supply  credit  for  seasonal  variations  in 
trade  flows,  to  make  it  possible  for  the 
European  countries  to  convert  each  oth- 
er's currencies  and  thus  restore  their 
willingness  to  export  to  each  other  would 
take  a  great  outpouring  of  American 
money.  The  "trade  surplus"  would  have 
to  become  a  "payments  deficit,"  with  an 
annual  increase  of  American  dollars  held 
by  foreigners. 

Even  so,  the  dollar  shortage  would  con- 
tinue, because  the  need  was  so  great. 
One  of  the  key  tasks  of  the  Organization 
for  European  Economic  Cooperation  set 
up  to  administer  the  spending  of  Mar- 
shall Plan  aid  was  the  establishment  of  a 
stable  stock  of  dollars  to 
provide  a  European  mone- 
tary reserve  at  the  base  of 
a  European  Payments 
Union,  which  would 
make  possible  increasing 
trade  across  borders  in  the 
smallest  continent.  The 
U.S.  kicked  in  S350  mil- 
lion to  get  the  payments 
union  started. 

By  the  summer  of  1949, 
it  was  obvious  that  official 
aid  alone  would  not  be 
enough  to  turn  the  trick. 
The  costs  involved  in  re- 
starting the  economic  en- 
gines of  Europe  were  too 
great  for  European  produc- 
tion to  be  competitive  on 
the  world  markets.  De- 
spite high  tariffs  on  im- 
ports and  quotas  designed 
to  prevent  luxury  imports, 
despite  export  subsidies 
designed  to  boost  the  prof- 
its of  manufacturers  who 
directed  their  attention 
abroad,  despite  the  grow- 
ing flow  of  Marshall  Plan 


A  view  of  Dresden  in  1945 


"A  Europe  physically  more  devastated  and  emotionally  more  disabled  by  the  war  than 
had  been  realized  relied  upon  America  for  everything  from  food  and  fuel  supplies  to 
machine  tools.  The  European  nations  had  almost  no  reserves  to  use  for  such  purchases; 
the  winners  had  spent  what  they  possessed  in  the  early  years  before  the  U.S.  became  a 
partner,  the  losers  had  been  expropriated  by  legal  action  or  force. . . .  The  European 
productive  capacities  that  had  survived  the  war  could  not  generate  the  exports  that  might 
pay  for  required  imports. . . .  These  were  the  realities  more  hidden  than  explained  by 
abstractions  like  the  dollar  shortage.'  " 
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OHM  rut' 


A  MARKET  IF 

75  miuion  rum 

YIU  CAN  REACH 


0 


MONTREAL 


MILWAUKEE 


TORONTO  I 


DETROIT 


BUFFALO 


CHICAGO 


Southeastern  Michigan.  The  heart  of 
one  of  the  world's  largest  industrial 
areas— an  urbanized  region  that 
stretches  along  the  Great  Lakes 
from  Chicago  and  Milwaukee  on  the 
west  to  Montreal,  Pittsburgh  and 
Albany  on  the  east. 

It's  a  huge  market  quickly  reached 
by  overnight  trucking  that  rolls  out 
from  Michigan's  toll-free  expressways. 
Six  rail  networks  and  three  air  cargo 
ports  put  the  rest  of  the  country  in 
easy  touch.  And  the  Port  of  Detroit 


CLEVELAND 


PITTSBURGH 


provides  major  commercial  docking 
facilities  along  32  miles  of  deep- 
water  frontage  on  an  international 
waterway. 

It  adds  up  to  an  enormous  advantage 
in  selling  the  products  made  here. 
So  does  the  fact  that  there's  plenty 
of  electric  power.  Because 
Detroit  Edison  generates  more  than 
80%  of  its  electricity  from  coal— our 
nation's  most  abundant  fuel. 

Thinking  of  expanding  or  relocating 
your  business?  Detroit  Edison  can 


ALBANY  1 


r~|  Developing 

LJ  Great  Lakes  Megalopolis 

[~]  Detroit  Edison 
Service  Area 


provide  energy  plus  assistance  to 
help  you  make  the  right  decision. 
Write:  Area  Development,  Detroit 
Edison,  308  WCB,  2000  Second  Ave., 
Detroit,  Ml  48226. 

Keeping  the  power  in  your  hands 

Derroir 

Edison 


This  is  one  of  our  hometowns:  Lausanne,  Switzeria 


1  together. 


It  was  here  that  the  Celts  brought  together 
Western  Europe's  first  great  culture.  The 

Romans  came  and  made  it  an  international 
crossroads.  The  Middle  Ages  left  its  faith  in 
the  soaring  arches  of  the  700-year-old  Cathedral.  And  all 
of  it  lives  here  still. 

The  Lausannois  have  lost  nothing  that  they  liked  in 
all  their  millenia  of  living  here.  Whatever  pleased  them, 
however  contradictory,  they  kept  and  molded  into 
something  uniquely  their  own:  Celtic  hospitality,  Roman 
internationalism,  medieval  pageantry  and  modern 
functionalism.  The  terraced  cobblestone  streets  live 
comfortably  with  modern  highways  that  bring  travelers 
from  all  of  Europe,  and  outdoor  markets  not  much 
changed  from  the  Middle  Ages  survive  compatibly  with 
modern  markets  of  banking,  finance  and  international 
trade. 

It  is  a  city  that  unites,  a  crossroads  that  brings  people 
and  ideas  together— for  international  businessmen  and 
pleasure-seeking  tourists  alike.  Hotel  keepers  from  around 
the  world  come  here  to  study  the  distinctive  Lausanne  art 
of  making  the  traveler  welcome  —  and  find,  to  their  dismay, 
that  part  of  the  magic  lies  in  the  incomparable  setting  of 
vineyard-clad  hills  sloping  down  to  serene  blue  lake 
(Lac  Leman  to  the  Lausannois,  never  Lake  Geneva)  and 
the  towering  Alps  beyond. 

It  is  a  city  that  helps  us  to  bring  together  our  flourishing 
business  in  Europe,  the  Middle  East  and  Africa,  and  where 
we've  maintained  one  of  our  major  international 
headquarters  for  the  past  16  years.  Like  all  the  Lausannois, 
we  find  it  a  great  place  to  do  business  and  a  great  place 
to  live.  And  if  you  can't  do  either,  we  know  you'll  find  it  a 
great  place  to  visit. 

Philip  Morris  Incorporated 

Good  people  make  good  things. 

Makers  of  Marlboro,  Benson  &  Hedges  100's,  Merit,  Parliament  Lights,  Virginia  Slims  and  Multifilter; 
#i^gpv-<.  Miller  High  Life  Beer,  Lite  Beer  and  Lowenbrau  Special  and  Dark  Special  Beer; 
Yj>M;;  7  UP  and  Diet  7  UR 


itographs  by  Marcel  lmsand  of  Lausanne 


The  Gas 
0ption 


Gas  Energy: 
There's  no  end 
insight 


America's  conventional  sources  of  gas,  underground  and 
offshore,  still  contain  more  gas  than  we've  used  so  far. 
And  that's  only  the  beginning.  By  1990,  new  sources  and 
technologies  could  account  for  as  much  as  1/3  of  our 
supply.  And  by  the  turn  of  the  century,  they  could  pro- 
vide more  than  half* 

Of  great  potential  is  gas  from  America's  enormous 
coal  resources.  The  best  use  of  coal,  Gasification— as 
compared  with  electrification— is  significantly  cleaner, 
more  capital  efficient,  and  more  economical. 

Alaska  has  vast  gas  resources  not  yet  utilized.  Due  to 
come  on  stream  in  the  mid-80's,  they  could  provide  more 
than  3  trillion  cubic  feet(Tcf)annually  by  theyear2000 

When  liquefied,  natural  gas  occupies 
only  1/600  its  usual  volume.  Ten  lng 
tankers  are  now  in  service  carrying 
gas  to  the  United  States,  and 


many  more  are  planned  to  be  operating  by  1985. 

New  technologies  are  expected  to  provide  1  /6  of 
America's  gas  by  the  turn  of  the  century.  Estimates  of  the 
amount  of  gas  that  may  be  economically  recoverable  from 
the  geopressured  zones  of  the  Texas-Louisiana  coastal 
region,  for  example,  range  from  150-2000  Tcf.  That's  a 
staggering  quantity,  considering  current  U.S.  annual  con- 
sumption is  about  20  Tcf.  Other  promising  technologies 
include  gas  from  Tight  Sands,  Coal  Seams,  Devonian 
Shale,  and  from  urban  solid  and  sewage  wastes. 

Standing  ready  to  deliver  gas  from  these  sources  is  a 
million-mile  underground  network  of  pipelines  and  gas 
mains,  the  most  efficient  method  of  distributing 
energy  across  the  nation. 

America  has  a  Gas  Option.  When  ex- 
ercised, it  can  provide  gas  energy  into 
the  next  century  and  far  beyond. 


NEW 

TECHNOLOGIES 


CONVENTIONAL  GAS  PRODUCTION-LOWER  48  STATES 


Gas:  The  future  belongs  to  the  efficient. 

For  more  information,  write  to  American  Gas  Association,  Dept  19-  DD,  1515  Wilson  Blvd  ,  Arlington,  Va  22209 


i  and  the  heavy  expenditures  of  the 
nerican  military  establishment 
road,  the  Europeans  continued  to  lose 
lat  reserves  they  had.  Recession  in 
nerica  reduced  U.S.  imports  by  a  devas- 
:ing  5%.  Trade  among  the  European 
imtries  was  diminishing,  and  produc- 
m  was  stagnant.  Urged  ahead  by  Tra- 
in's Treasury  Secretary  John  Snyder 
d  led  by  Britain's  Sir  Stafford  Cripps  (an 
stere  Socialist  who  was  thought  rather 
like  the  idea  that  he  was  condemning 
>  countrymen  to  a  life  without  luxu- 
s),  Europe  in  September  1949  took  a 
:p  of  deliberate  impoverishment,  dras- 
ally  reducing  the  value  of  its  cur- 
lcies  by  comparison  with  the  dollar. 

rhe  Continent  be- 
came paradise  for 
the  American  tour- 
-shopper  now  so  wist- 
ly  remembered  by  the 
ddle-aged.  Demand  for 
ropean  goods  revived 
irldwide,  when  avail- 
;e,  simply  because  they 
i  become  so  much 
^aper  than  American 
}ds.  Most  important, 
nerican  investors  found 
ssistible  the  bargain 
ces  at  which  new  fac- 
ies  could  be  built,  and 
sting  installations  ac- 
ired,  by  American  com- 
lies  with  dollars  to 
;nd.  By  1950,  European 
Idings  of  gold  and  dol- 
s,  which  despite  all  the 
had  dropped  by  $6  bil- 
n  in  1946-48,  had  begun 
rise — and  the  European 
/ments  Union  came 
o  existence.  By  1953, 
:  flow  of  private  dollars 
Europe  (plus  expendi- 
es  by  the  American 
litary  in  Europe)  had 
in  to  the  point  where, 
:n  before  official  aid 
meys  were  counted  in, 
!  European  stock  of  dol- 
5  was  growing. 
Ve  are  now  in  position 


to  triangulate  the  course  of  the  great  ar- 
mada of  getting  and  spending  set  on  the 
seas  of  the  postwar  world  by  the  leaders 
of  the  1940s: 

•  The  U.S.  would  continue  to  generate 
large  food  surpluses  and  would  be  the 
predominant  source  of  the  "innovative" 
manufactured  goods  (electronic  equip- 
ment, medical  apparatus,  construction 
and  road-building  machinery,  communi- 
cations devices)  demanded  in  the  second 
half  of  the  20th  century.  Its  exports 
would  far  exceed  its  imports,  despite 
their  high  prices,  simply  because  innova- 
tive America  would  forever  be  producing 
things  other  countries  couldn't  make. 

Thus  the  dollar  could  safely  be  "over- 


valued" as  an  international  money — 
that  is,  goods  produced  elsewhere  would 
be  cheap  to  people  with  dollars;  goods 
produced  in  America  would  be  expen- 
sive for  people  who  had  to  buy  with 
other  currencies.  In  cases  where  there 
was  a  danger  that  foreigners  would  pre- 
fer American  goods  even  at  what  were 
for  them,  in  their  currencies,  extrava- 
gant prices,  the  U.S.  would  wink  at 
import  controls  in  violation  of  interna- 
tional treaties  and  agreements.  Transat- 
lantic freight  charges  were  arranged 
with  the  actual  connivance  of  American 
authorities  to  make  the  shipment  of 
goods  more  expensive  in  an  easterly 
than  in  a  westerly  direction. 

•  The  rest  of  the  world 
would  receive  American 
goods  to  a  greater  appar- 
ent value  than  the  goods 
exported  to  America  [ap- 
parent value  because  in 
fact  American  goods  were 
overpriced:  thanks  to  the 
perceived  shortage  of  dol- 
lars, an  American  hospital 
X-ray  machine  would 
command  more  cham- 
pagne— a  Chevrolet  would 
buy  more  coffee — than 
might  have  been  true  pre- 
war). The  gap  between 
what  the  rest  of  the  world 
had  to  pay  for  American 
exports  and  what  it  re- 
ceived from  American  im- 
ports would  be  made  up 
through  a  combination  of 
aid  to  the  poor  countries 
detaching  themselves 
from  European  imperial- 
ism (especially  food  aid), 
private  American  loans 
and  investments  in  the 
countries  that  were  mov- 
ing ahead  economically, 
and  military  expenditures 
where  policy  wished  to 
emplace  the  signs  of 
American  power. 

•  When  the  books  were 
balanced  every  year,  the 
outflow  of  dollars  for  aid, 


Allied  cargo  plane  leaving  Tempelhof  during  the  Berlin  blockade 

^hen  the  books  were  balanced  every  year,  the  outflow  of  dollars  for  aid, 'military 
penditures,  and  investments  would  be  greater  than  the  gap  between  the  values  of 
nerican  exports  and  imports.  The  American  'trade  surplus'  would  become  a  'payments 
tficit,'  supplying  an  increasing  stock  of  dollars  to  be  used  by  other  nations  as  backing  for 
eir  currency  and  financing  for  their  trade.  'It  is  essential,'  a  staff  report  to  Eisenhower's 
)mmission  on  Foreign  Economic  Policy  proclaimed  in  1954,  '. . .  that  we  maintain  a 
gh  and  rising  flow  of  dollars  to  the  rest  of  the  world  through  our  imports  of  goods  and 
rvices  and  through  our  private  and  public  investment.'  " 
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military  expenditures,  and  investments 
would  be  greater  than  the  gap  between 
the  values  of  American  exports  and  im- 
ports. The  American  "trade  surplus" 
would  become  a  "payments  deficit,"  sup- 
plying an  increasing  stock  of  dollars  to  be 
used  by  other  nations  as  backing  for  their 
currency  and  financing  for  their  trade. 
"It  is  essential,"  a  staff  report  to  Eisen- 
hower's Commission  on  Foreign  Eco- 
nomic Policy  proclaimed  in  1954, 
".  .  .  that  we  maintain  a  high  and  rising 
flow  of  dollars  to  the  rest  of  the  world 
through  our  imports  of  goods  and  ser- 
vices and  through  our  private  and  public 
investment."  The  trade  surplus  would 
keep  the  dollar  overvalued  while  the  pay- 
ments deficit  would  help 
prevent  inflation  in  Amer- 
ica by  pulling  dollars  out 
of  the  country.  The  build- 
up of  reserves  abroad 
would  create  inflationary 
pressures  on  the  underval- 
ued currencies,  but  the  in- 
flation would  be  per- 
ceived, not  inaccurately, 
as  associated  with  eco- 
nomic growth.  In  general, 
as  an  International  Mone- 
tary Fund  economist  puts 
it,  "the  dollar  as  a  low- 
inflation  currency  would 
give  its  stability  to  the 
rest  of  the  world." 

Charles  Kindleberger, 
an  MIT  economics  profes- 
sor who  spent  the  early 
1950s  on  Marshall  Plan 
work  in  Paris,  noted 
shrewdly  that  this  Ameri- 
can "payments  deficit" 
was  really  an  artifact  of 
the  bookkeeping.  What 
was  happening  was  that 
the  Europeans,  punished 
and  terrified  by  tbe  lack  of 
internationally  spendable 
money  right  after  the  war, 
were  happy  to  accept  im- 
mediate "liquidity"  (a 
growing  stock  of  dollars  in 
their  hands)  as  payment 
for  long-term  assets  (the 


factories  and  mines  and  hotels  the 
Americans  were  buying  with  those  dol- 
lars). In  effect,  America  had  become  the 
world's  banker,  with  short-term  liabili- 
ties (dollars  sent  abroad  by  the  payments 
deficit,  held  by  foreigners  like  checking 
accounts  in  a  bank)  matched  against 
long-term  assets  (loans  and  investments 
that  would  not  pay  off  for  some  time). 
And  this  was  a  dark  cloud  off  on  the 
horizon  toward  which  the  economic  ar- 
mada sailed,  because  a  bank  that  funds 
long-term  investments  with  short-term 
deposits  always  bears  a  risk  that  deposi- 
tors will  one  day  run  to  take  their  money 
out.  In  1950,  however,  the  cloud  had  a 
glorious  golden  lining;  nearly  $25  billion 


Ai 


of  monetary  gold  was  ready  to  back  th 
bank,  and  pay  off  the  depositors,  if 
storm  struck. 

nyway,  it  was  almost  nnpossibl 
to  pay  attention  to  such  a  cloud  ii 
the  early  1950s.  Looking  back  a 
the  statistics,  we  can  see  the  venture  wa 
well  and  truly  en  route  by  1950,  the  pre 
conditions  of  European  recovery  in  place 
the  first  stirrings  of  reconstruction  (but 
tressed  by  the  start  of  the  Korean  Wai 
animating  Japan.  At  the  time,  the  restq 
the  world  seemed  to  be  perpetually 
the  edge  of  renewed  trouble. 

In  1951,  renewed  arms  production  foj 
the  war  in  Korea  split  the  seams  of  th< 
American  economy  and  loosed  the  mom 
ster  of  inflation — but  fo| 
the  Europeans,  the  resul 
was  to  price  beyond  theij 
reach  raw  materials  need 
ed  for  their  economy,  irn 
periously  requisitioned  to 
the  U.S. 

By  the  mid-1950s,  thj 
economists  had  fouru 
their  explanation  of  tb 
relative  weakness  of  thi 
European  recovery  frori 
the  war;  and  that  explanai 
tion  proved  that  the  dollai 
shortage  was  a  permanen 
phenomenon,  destined  tfl 
interfere  at  regular  inter 
vals  with  income  growtl) 
in  the  rest  of  the  world. 

The  difficulty,  tht 
economists  said,  wai 
structural.  As  income: 
rose  elsewhere,  the  da 
mand  abroad  for  the  innoi 
vative  American  goodsi 
the  modern  luxuries) 
would  grow  rapidly.  Bu 
America  imported  mostly 
staples  and  a  handful  ol 
raw  materials — coffee 
sugar,  bananas,  tin,  baux 
ite,  rubber — for  which  de 
mand  grew  only  slowl) 
with  rising  income.  Tc 
use  a  piece  of  economist's 
jargon  that  happens  to  bt 
effective   shorthand,  the 


Chancellor  of  the  Exchequer  Sir  Stafford  Cripps 

"Led  by  Britain's  Sir  Stafford  Cripps  (an  austere  Socialist  who  was  thought  rather  to  like 
the  idea  that  he  was  condemning  his  countrymen  to  a  life  without  luxuries),  Europe  ini 
September  1949  took  a  step  of  deliberate  impoverishment,  drastically  reducing  the  value 
ol  its  currencies  by  comparison  with  the  dollar. . . .  Demand  for  European  goods  revived 
rldwide  simply  because  they  had  become  so  much  cheaper  than  American  goods. 
Most  important  of  all,  American  investors  began  to  find  irresistible  the  bargain  prices  at 
which  new  factories  could  be  built,  and  existing  installations  acquired,  by  American 
companies  with  dollars  to  spend." 
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How  a  iapse  in  insurance  continuity 
can  affect  a  Board  of  Directors  meeting. 


It  could  bankrupt  you. 

Here's  how  it  works. 

Switching  your  Directors  and  Officers 
(verage  suddenly  from  one  insurer  to 
lother  breaks  the  continuity  of  coverage 
m've  built  up  over  the  years. 

That's  because  your  new  insurer  wili 
sk  you  the  following  question: 

"Does  any  Director  or  Officer  have 
lowledge  or  information  of  any  act,  error 


or  omission  which  might  give  rise  to  a 
claim  under  the  proposed  policy?" 

It's  a  sticky  question.  And  one  you 
and  your  Board  might  prefer  not  to  have 
to  answer.  Because  if  there  are  any  skel- 
etons in  your  company's  closet  your  new 
insurer  could  refuse  to  cover  them,  leaving 
you  entirely  unprotected  against  what 
could  turn  out  to  be  disastrous  losses. 

By  keeping  your  D  &  O  coverage 


with  us,  American  Home/National  Union, 
you'll  never  have  to  answer  that  sticky 
question  again.  Because  we'll  never  ask  it. 

And  that's  the  kind  of  continuity  a 
Board  of  Directors  would  really  jump  at. 


The  AIG  Companies. 

Let  us  take  the  risks. 


Member  Company  of  American  International  Group. 


world's  "income  elasticity  of  demand" 
for  American  exports  was  much  greater 
than  the  American  elasticity  of  demand 
for  imports.  Hence,  prosperity  itself 
would  rouse  again  for  Europe  the  eco- 
nomic horrors  of  the  late  1940s. 

Worse.  What  reallv  stimulated  Ameri- 
can "innovation,"  that  dog  in  the  inter- 
national manger,  was  the  appearance  of 
foreign  merchandise  that  threatened  to 
take  away  a  share  of  the  U.S.  market. 
American  innovation  concentrated  on 
"import  substitutes,"  and  soon  produced 
both  cheaper  and  better  jet  engines  than 
the  British,  silkier  rayon  than  the  Ital- 
ians, faster  photographic  film  than  the 
Germans.  "It  is  difficult  to  believe," 
Geoffrey  Growther  of  The  Economist  of 
London  told  a  Harvard  audience  in  1957, 
"that  there  can  ever  have  been  another 
case  of  a  country  where  the  demand  of 
the  rest  of  the  world  for  its  products  was 
so  urgent  and  its  demand  for  the  prod- 
ucts of  the  world  so  indifferent." 

All  this,  and  managerial  skills,  too — 
really,  America  was  invulnerable,  could 
follow  whatever  domestic  economic 
policies  it  chose.  Such  things  had  never 
been  before;  they  were  be- 
yond the  ken  of  economic 
analysis.  There  would  al- 
ways be  a  dollar  shortage. 

For  a  young  economist 
like  Paul  Volcker,  sum- 
moned to  his  boss'  office 
only  a  few  months  after 
Crowther's  speech,  that 
was  the  received  and  de- 
monstrable wisdom  of  his 
discipline.  Almost  the 
only  dissenter  was  the 
maverick  and  sometimes 
emotional  Robert  Triffin, 
a  Belgian-born,  Harvard- 
doctored  eclectic  who  had 
worked  for  the  Federal  Re- 
serve during  the  war  and 
for  the  International  Mon- 
etary Fund  and  various 
American  and  European 
Marshall  Plan  agencies  in 
Paris  from  1947  to  1951. 
Triffin 's  argument  was 
that  meeting  the  world's 


need  for  international  reserves  through 
American  payments  deficits  and  dollar 
outflows  was  an  unsafe  course  to  eventu- 
al shipwreck. 

That  was  what  George  Champion  had 
sensed  in  his  office  at  Chase.  Volcker 
reassured  him  that  the  dollar  was  healthy 
and  the  gold  market  was  unimportant. 
"One  of  the  -most  embarrassing  inci- 
dents of  my  life,"  Volcker  says  today. 

After  a  quarter  of  a  century  of 
American  payments  deficits  that 
left  dollars  in  the  hands  of  foreign- 
ers, there  is  quite  a  supply  to  be  worked 
off.  Moreover,  if  the  price  of  the  dollar 
goes  down  in  terms  of  foreign  currencies, 
it  will  also  go  down  in  terms  of  what  it 
buys  at  home.  A  declining  "price"  for  a 
dollar  is  what  we  call  "inflation" — and  it 
does  not  stimulate  increased  demand. 

There  are  likely  to  be  unpleasant  con- 
sequences when  two  pieces  of  paper  that 
can  be  swapped  for  each  other  buy  very 
different  quantities  of  real  goods  and  ser- 
vices. The  country  with  the  undervalued 
currency  (worth  less  abroad)  can  sell  its 
products  cheaply  in  the  country  with  the 


overvalued  currency,  creating  unemploy 
ment  for  its  trading  partner  and  eventu 
ally,  if  the  exchange  rate  persists,  tariff' 
or  quota  restraints  to  stop  the  dumping 
The  country  with  the  overvalued  curren 
cy  (worth  more  abroad)  can  cheaply  pur 
chase  farms  and  factories  in  the  country 
with  the  undervalued  currency,  creating 
not  only  political  resentments  but  even 
tual  restrictions  on  who  is  permitted  tc 
buy  what. 

As  the  high  purchasing  power  of  the 
dollar  in  Europe  through  the  years  o: 
the  shortage  demonstrates,  a  currency 
can  for  some  time  be  priced  to  bu) 
more  abroad  than  it  does  at  home — anc 
during  that  time,  obviously,  the  curren- 
cy of  the  country  on  the  other  side  ol 
the  transactions  will  purchase  less 
abroad  than  it  does  at  home.  But  there 
was  a  purpose  to  that  in  the  1950s,  and 
even  if  most  people  did  not  compre-* 
hend  the  purpose,  the  cause — the  war—) 
was  plain  to  all.  In  the  absence  of  some 
clearly  perceived  purpose  or  cause,  the 
political  life  of  nations — their  common 
sense — will  act  to  prevent  ludicrous  rt\ 
suits  in  the  exchange  markets. 

For  common-sense  pur- 
poses, we  can  speak  of  a 
an  glut  when  at  any  given 
I  ^  price  there  are  more  selli 
ers  than  buyers;  and  by 
that  definition,  the 
American  dollar  in  1978I 
was  in  a  state  of  glut.  Two 
years  of  American  trade 
deficits  totaling  more! 
than  $70  billion  (in  con-1 
stant  dollars,  more  than 
the  entire  aid  program  un-< 
der  the  Marshall  Plan)  hadl 
left  foreigners  with  muchi 
more  American  money 
than  they  wanted  to  hold. 
Only  by  "intervening"  in 
the  market — by  purchas- 
ing for  official  accounts 
dollars  which  the  govern- 
ments themselves  didn't 
want — were  the  European 
and  Japanese  central 
banks  able  to  maintain 
significant  purchasing 


A  U.S.  tank  patrol,  part  of  U.N.  forces,  ambushed  in  central  Korea 

"In  1951,  renewed  arms  production  for  the  war  in  Korea  split  the  seams  of  the  American 
economy  and  loosed  the  monster  of  inflation — but  for  the  Europeans,  the  result  was  to 
price  beyond  their  reach  raw  materials  needed  for  their  economy,  imperiously  re- 
quisitioned by  the  U.S.  By  the  mid-1950s,  the  economists  had  found  their  explanation  of 
the  relative  weakness  of  the  European  recovery  from  the  war;  and  that  explanation 
proved  that  the  dollar  shortage  was  a  permanent  phenomenon,  destined  to  interfere  at 
regular  intervals  with  income  growth  in  the  rest  of  the 'world/1 


168 


FORBES,  APRIL  14,  1980 


Here's  why  nearly  100  percent  of 
America's  cross-country  electricity 
is  transmitted  by  aluminum  today. 


Almost  100  percent  of  America's  cross-country  power  Here  are  the  four  most  efficient  conductors,  with  each 

lines  are  made  of  aluminum.  And  when  you  compare  bar  of  metal  sized  to  carry  the  same  amount  of  electricity, 

the  four  metals  that  conduct  electricity  most  efficiently,  As  you  can  see,  only  the  copper  and  aluminum  are 

you  can  see  why  aluminum's  the  overwhelming  choice.  reasonably  priced* 

•Based  on  average  metal  prices,  week  ending  January  1 1,  1980 


Because  aluminum  is  less  expensive,  more  abundant  America's  need  for  electrical  power  is  sure  to  grow  in  the 

and  lighter  to  put  in  place  than  copper,  it  helps  utilities  future.  And  Alcoa"  aluminum  will  still  be  there—  helping 

keep  down  the  cost  of  the  electricity  you  use.  to  carry  our  electrical  energy  efficiently  and  economi- 

cally. For  more  information,  write  Alcoa,  446-D  Alcoa 
Building,  Pittsburgh,  PA  15219. 


We  can't  wait  for  tomorrow. 


Westinghouse  tackles  a  challenge  of  the  80's: 
Greater  American  Productivity. 

How  Westinghouse  computer  controls 
raise  the  cost  efficiency  of 
F-16  production. 


At  the  General  Dynamics  Fort  Worth 
Division,  a  Westinghouse  factory  computer 
system  is  helping  to  process  aluminum  stock 
into  precision  components  for  the  U.S.  Air 
Force  F-16  fighter. 

This  remarkable  manufacturing  control 
system  is  capable  of  operating  as  many  as  50 
machine  tools  simultaneously  while  it 
provides  status  and  performance  monitoring 
at  all  shop  levels.  Also,  downtime  due  to 
maintenance  is  reduced  from  10%  to  1%. 

Other  examples  of  technology  that  aid 
productivity  are  the  Westinghouse 
Numa-Logic™  solid-state  control  systems 
used  in:  automotive,  metals,  mining, 
petrochemical,  pulp  and  paper,  and  food  and 
drug  processing  industries. 

Numa-Logic  controls  feature  a  unique 
"built-in  troubleshooter,"  which  pinpoints 
machine  malfunctions  through  a  light- 
emitting  diode  (LED)  monitoring  system,  thus 
eliminating  costly  downtime. 

It's  come  to  this: 

To  make  America  more  competitive, 
we  must  increase  our  manufacturing 
productivity.  And  Westinghouse  has 

many  ways  to  help. 


Westinghouse 


A  powerful  part  of  your  life. 


power  for  American  dollars  outside  the 
U.S.  By  universal  consent,  the  American 
economy  is  the  strongest  in  the  world.  In 
purchasing  power  at  home,  the  private 
incomes  of  Americans  are  still  by  a 
healthy  margin  the  highest  of  any 
group — except  maybe  the  Kuwaitis.  But 
there  was  a  glut  of  dollars. 

In  1978,  the  world  travelers  cooing 
over  their  bargains  were  to  be  found 
on  Fifth  Avenue  or  Rodeo  Drive,  not 
on  the  Faubourg  St.-Honore'  or  Bond 
Street.  Americans  abroad  found  not  only 
that  the  prices  were  fearfully  high  in 
dollars  but  that  storekeepers  and  restau- 
rateurs were  reluctant  to  take  dollar  trav- 
eler's checks,  often  asking  whether  the 
customer  didn't  perhaps  have  local  cur- 
rency he  could  use  instead  and  normally 
giving  an  exchange  rate  far  below  what 
was  printed  in  the  newspapers.  And  this 
apparent  rip-off  of  the  American  tourist 
was  only  partly  greed:  Most  European 
and  Japanese  proprietors  had  by  then  had 
the  experience  of  finding  the  market  rate 
dropped  between  the  time  when  they 
accepted  dollars  and  the  time  that  their 


bank  converted  them. 

The  international  rich  are  acquiring 
homes  in  La  Jolla,  Key  Biscayne  and  New 
York,  rather  than  in  Portofino  and  Paris. 
In  mid- 1978,  Continental  Illinois  an- 
nounced a  mutual  fund  to  purchase  Mid- 
western farmland,  for  the  convenience  of 
Germans  looking  to  spend  some  marks 
for  that  purpose;  only  an  uproar  in  Con- 
gress prevented  its  formation.  Japanese 
makers  of  televisions  and  cameras,  Ger- 
man automobile  manufacturers,  chemi- 
cal and  pharmaceutical  companies  are 
building  factories  in  the  U.S.,  in  part  to 
get  set  in  this  market  before  an  antici- 
pated onslaught  of  trade  restrictions,  in 
part  for  the  same  reasons  of  perceived 
bargains  that  lured  the  American  "multi- 
nationals" to  Europe  in  the  1950s.  A 
German  chain  has  acquired  control  of 
A&P;  a  French  company  has  bought  Kor- 
vettes;  the  English  have  taken  over  How- 
ard Johnson's.  American  Motors  has 
been  looking  to  France  for  financial 
help — and,  to  some  extent,  for  know- 
how.  It  doesn't  begin  to  dent  the  supply 
of  dollars  in  foreign  hands. 


The  permanent  American  trade  su 
plus  foreseen  in  the  1950s — the  econc 
mist's  best  bet,  because  America's  trad 
had  been  steadily  in  surplus  since  shortl 
after  the  Civil  War — became  a  deficit  i 
1971  for  the  first  time  in  almost  a  cer 
tury.  It  will  be  noted  that  1971  was  tw 
years  before  the  Arabs  imposed  monopc 
ly  prices  on  oil. 

As  of  June  1978,  according  to  calcula 
tions  by  Triffin  in  a  study  for  Boein 
Computer  Services,  dollars  held  abroa 
totaled  $373  billion,  of  which  somethin 
less  than  $150  billion  was  in  foreign  gov 
ernment  accounts,  the  rest  out  in  th 
private  market.  That  number  was  actual 
ly  larger  than  the  measured  domesti 
money  supply  of  the  U.S.;  it  was  clean1 
much  more  than  needed  for  reserve  put 
poses  or  for  the  financing  of  internatiori 
al  trade.  Except  for  the  governments  o 
the  nations  most  closely  linked  to  thi 
U.S.  by  political  ties  (the  Common  Mail 
ket  countries,  Japan,  Australia,  and  per 
haps  Saudi  Arabia),  dollarholders  every 
where  were  scrambling  to  "diversify,' 
to  increase  the  proportion  of  their  re 


A  group  of  General  Electric  employees  on  tour  in  Paris  in  1953 

"Those  who  were  tourists  in  Europe  in  the  1950s  find  it  hard  to  credit  perfectly  accurate 
recollections  of  how  much  an  American  dollar  could  buy — at  the  legal  rate  of  exchange. 
And  often  enough  there  were  shady  characters  around  who  would  offer  a  much  better 
black-market  rate,  or  shopkeepers  who  would  knock  down  an  already  low  price  if  the 
customer  paid  in  American  currency.  All  over  Europe,  governments  had  seized  control 
of  their  citizens'  dollars  or  dollar-denominated  assets. . . .  Only  a  very  few  companies  or 
official  agencies,  engaged  in  what  were  considered  vital  importing  activities,  were 
permitted  to  make  their  own  decisions  about  how  dollars  could  be  spent.  For  everyone 
except  Americans,  there  was  a  'dollar  shortage.' " 
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<5 

^°  Wfe  received  a  call  from  a 
_^  customer  who  was  unhappy 
about  his  firm's  recent 
period  of  spectacular  growth  J 


Spectacular  growth  can  bring  spectacular  problems. 
One  of  our  customers,  a  corporate  treasurer,  discov- 
ered that  after  acquiring  15  companies,  he  had  also 
acquired  15  different  sets  of  cash  management  prob- 
lems. For  instance,  how  could  he  make  sense  of  all 
the  payroll  accounts  from  Bemidji  to  Boca  Raton? 
How  could  he  save  incoming  checks  from  a  long  term 
in  the  postal  system  when  he  needed  them  for  short 
term  investments? 

A  detailed  study  by  our  Custom  Cash  Management 
team  helped  him  map  out  a  number  of  strategies. 
Among  other  things,  we  showed  him  how  to 
make  the  maximum  use  of  his  money  by  cen- 
tralizing his  payroll  accounts  in  New  York. 
And  by  using  centralized  mail  collection  points 


and  local  clearing  banks,  he  could  minimize  the  time 
his  incoming  checks  spent  in  transit.  Our  study  made 
the  unhappy  customer  very  happy.  After  he  reviewed 
proposals  from  10  other  banks,  he  decided  to  im- 
plement ours. 

For  a  custom  look  at  your  cash  management  prob- 
lems, contact  Bankers  Trust.  Because  if  your  problems 

I  aren't  exactly  like  ev- 
CllStOm  CaSh  erybody  else's,  your 
•m  ar  banker  shouldn't  be, 

Management  either 
BankersTrust 


Company 


Member  FDIC  ©  Bankers  Trust  Company 


serves  and  their  bank  accounts  in  cur- 
n  ncies  other  than  the  dollar.  The 
scramblers  included  American  and  other 
multinational  corporations,  seeking  to 
avoid  losses  from  "excessive"  holdings 
of  dollars. 

Again,  the  economists  found  an  expla- 
nation, and  forecast  a  grim  future.  By  the 
1970s,  they  said,  the  patterns  of  trade 
had  become  such  that  increasing  income 
m  America  led  to  imports  disproportion- 
ately greater  than  exports.  An  energy- 
based  society  no  longer  self-sufficient  in 
oil  would  find  oil  imports  rising  more 
rapidly  than  GNP.  An  economy  in  which 
most  of  the  population  was  engaged  in 
the  production  of  services  rather  than 
goods  would  import  increasing  propor- 
tions of  the  goods  it  demanded.  Cultural 
changes,  reflected  in  political  attitudes, 
had  made  America  less  receptive  to  in- 
novation, less  willing  to  risk,  and  thus 
less  likely  to  generate  the  new  products 
that  had  buttressed  its  trade  surplus  in 
previous  years. 

In  1975,  C.  Fred  Bergsten,  who  would 
become  Assistant  Secretary  of  the  Trea- 


sury for  International  Affairs  in  the  Car- 
ter Administration,  reported  as  a  matter 
of  fact  that  "in  the  U.S.  the  income  elas- 
ticity of  demand  for  imports  exceeded 
the  income  elasticity  of  the  rest  of  the 
world  for  U.S.  exports.  .  .  .  The-  U.S. 
could  grow  only  about  one-third  as  fast  as 
the  rest  of  the  world  if  it  were  to  avoid  a 
serious  deterioration  of  its  trade  bal- 
ance." So  the  dollar  glut  would  last  for- 
ever— or,  rather,  would  last  as  long  as  our 
trading  partners  were  willing  to  accept 
our  dollars. 

The  cardinal  points  on  the  compass  by 
which  we  had  steered  in  1949  have  shift- 
ed. The  trade  surplus  has  become  a  trade- 
deficit;  the  dollar  is  now  "undervalued" 
rather  than  "overvalued"  in  internation- 
al purchasing  power.  Because  of  the  per- 
ceived glut  of  dollars,  the  farm  machin- 
ery now  buys  fewer  Swiss  watches,  the 
X-ray  apparatus  buys  less  champagne, 
than  it  did  before.  Instead  of  supplying 
capital  to  the  outside  world  to  balance 
the  books  on  our  trade  surplus,  we  now 
absorb  capital  from  the  outside  world  by 
selling  our  lands  and  buildings,  keeping 


interest  rates  high,  collecting  returns  ■ 
our  previous  loans  and  investments.  Ex 
change  rates  are  now  flexible  rather  thai 
fixed,  and  may  change  by  10%  in 
month,  fluctuating  around  unsteady  pari 
ties.  The  justification  for  our  balance  o 
payments  deficit  is  no  longer  that  we  an 
supporting  the  development  of  othc 
people's  economies  but  that  we  are  sup 
plying  a  market  they  need  for  their  prod 
ucts.  The  dollar  as  a  high-inflation  cun 
rency  gives  its  instability  to  the  rest  o 
the  world.  The  only  constant  from  thi 
glory  days  of  the  dollar  is  that  the  defici 
persists. 

During  the  1960s,  the  real  per  eapi) 
ta  income  of  the  residents  of  th< 
22  most  developed  countries  rosd 
by  50% — an  unprecedented  gain  for 
single  decade.  And  much  of  this  imj 
provement  in  the  international  standard 
of  living  can  be  credited  directly  to  thi 
expansion  of  foreign  trade,  which  pen 
mits  each  nation  to  specialize  more  effi 
ciently  in  what  it  does  best.  That  expan 
sion  was  made  possible  by  American  on 


A  scene  of  the  Paris  Bourse  in  the  hectic  summer  of  1978 

"In  purchasing  power  at  home,  the  private  incomes  of  Americans  are  still  by  a  healthy 
margin  the  highest  of  any  group — except  maybe  the  Kuwaitis.  But  there  was  a  glut  ol 
dollars.  In  1978,  the  world  travelers  cooing  over  their  bargains  were  to  be  found  on  Fifth 
Avenue  or  Rodeo  Drive,  not  on  the  Faubourg  St.-Honore  or  Bond  Street.  Americans 
abroad  found  not  only  that  the  prices  were  fearfully  high  in  dollars  but  that  storekeepers 
and  restaurateurs  were  reluctant  to  take  dollar  checks,  often  asking  whether  the  customer 
didn't  perhaps  have  local  currency  he  could  use  instead  and  normally  giving  an 
exchange  rate  far  below  what  was  printed  in  the  newspapers.1' 


174 


FORHLS,  APRIL  14,  1981 


One  of  these  men  drives  himself  to  work, 
drives  himself  home  and 
drives  up  his  cost  of  living. 


He  doesn't  see  it  that  way.  He's  been  driving 
himself  to  the  office  every  day  for  several  years  now.  He 
actually  enjoys  the  ride. 

Problem  is,  with  today's  energy  crisis,  the  man  on 
the  right  is  wasting  both  fuel  and  money.  Gas  prices 
alone  make  the  trip  expensive.  And  his  auto  insurance 
premium  is  higher  than  it  has  to  be 

The  man  on  the  left  has  decided  to  conserve  and 
save.  When  the  gasoline  shortage  began,  he  and  some 
neighbors  started  carpooling  to  work.  So  together  they 
consume  less  gas.  That  cuts  expenses  right  there. 
What's  more,  because  each  of  them  drives  fewer  miles, 
they  save  money  on  their  auto  insurance  as  well. 

As  a  major  group  of  property  and  casualty  insur- 
ance companies,  we're  doing  our  best  to  help  you 
keep  your  insurance  rates  affordable.  That's  why  most 
auto  insurers  are  offering  discounts  to  those  individ- 
uals who  reduce  the  total  number  of  miles  or  times  they 
drive  to  work. 

For  example,  people  who  normally  drive  30  miles 
to  and  from  work  every  day  can  save  up  to  22%  on 
car  insurance  premiums  just  by  carpooling.  All  they 
have  to  do  is  drive  to  work  two  days  a  week  instead 
of  five. 


People  who  switch  to  public  transportation  to  get 
to  work  save  even  more  on  their  premiums  — up  to  31  % 
in  some  states.  Their  car  becomes  classified  "forplea- 
sure  use  only,"  a  less  expensive  category. 

Here's  what  we're  doing  to  control  costs: 

■  Offering  premium  discounts  to  those  who  reduce 
the  total  number  of  miles  they  drive  each  week  to  work. 
Discounts  will  vary  by  company,  by  state  and  by  the 
type  of  coverage  you  have. 

■  Cracking  down  on  insurance  fraud  practices 
through  the  Insurance  Crime  Prevention  Institute  and 
the  National  Automobile  Theft  Bureau. 

■  Working  through  the  Insurance  Institute  for  Highway 
Safety  to  make  cars  and  roads  safer. 

■  Investigating  mjuryand  repairclaims  more  thoroughly. 

Here's  what  you  can  do: 

■  Cut  down  on  your  driving  by  carpooling  or  by  using 
public  transportation. 

■  Use  your  auto  seat  belt  and  shoulder  harness. 

■  Talk  to  your  insurance  agent  or  company  about 
ways  to  lower  the  cost  of  your  auto  insurance  coverage. 

■  Lock  your  car.  Don't  invite  trouble. 


Affordable  insurance  is  our  business—and  yours. 

This  message  is  presented  by  the  American  Insurance  Association,  85  John  Street,  NewYork,  New  York  10038. 


ganization  and  military  dominance,  by 
the  stability  combined  with  thrusting 
confidence  of  an  American  society  push- 
ing forth  in  what  Henry  Luce  had  called 
"the  American  century."  Underlying  the 
beneficent  exuberance  of  economic  mir- 
acles in  Europe  and  political  self-determi- 
nation in  the  emerging  colonies  were  the 
monetary  arrangements  put  in  place  un- 
der American  leadership  during  the  first 
five  years  after  the  war — and  maintained 
at  some  American  sacrifice  in  the  1950s 
and  1960s. 

Despite  all  the  changes  on  the  periph- 
ery of  the  monetary  system  in  the  1960s 
and  toward  its  center  in  the  1970s,  we 
are  still  living  essentially  with  the  mone- 
tary regime  established  to  resurrect  the 
European  economies:  the  American  dol- 
lar is  still  predominantly  the  source  of 
international  liquidity  and  reserves.  "He- 
gemony," as  the  political  scientists  call 
it,  remains  the  operating  principle.  Rob- 
ert Triffin  demonstrated  as  early  as  1959 
that  this  hegemony  could  not  be  perma- 
nent, even  if  America  avoided  the  infla- 
tionary binge  that  is  the  proximate  cause 
of  the  dollar's  miseries.  There  was  a  para- 
dox at  the  center,  he  wrote.  If  America 
stopped  feeding  out  dollars  through  a 
payments  deficit,  the  lack  of  financing 
would  choke  international  trade;  if  it  did 
continue  to  supply  the  required  liquidity 
and  reserves,  America  would  ultimately 
create  a  glut  that  would 
destroy  the  dollar's  ac- 
ceptability as  the  reserve 
currency.  One  could  not 
have  "both  persistent  de- 
ficits .  .  .  and  continued 
unquestioned  confi- 
dence." Eventually  there 
would  be  a  run  on  Kindle- 
berger's  bank. 

In  1977-78,  the  outflow 
was  excessive  to  the  na- 
ked eye,-  the  story  was  on 
all  the  front  pages  as  well 
as  on  the  covers  of  the 
news  magazines. 

The  cooperation  among 
national  authorities  that 
marked  both  the  growth 
and  the  decay  of  the  sys- 
tem has  been  one  of  the 
most  encouraging  aspects 
of  the  postwar  world.  It 
was  broken  occasional- 
ly— most  notably  by  the 


French  in  the  mid-1960s,  when  General 
de  Gaulle  was  accumulating  gold  like  an 
oversized  Nibelung,  though  good  har- 
vests had  reduced  Russian  gold  sales  and 
world  liquidity  was  declining.  But  at  the 
crisis  points  everyone  pulled  together. 
One  of  the  German  old-timers  told  Scott 
Pardee,  manager  of  foreign  exchange 
trading  for  the  Federal  Reserve  Bank  of 
New  York,  that  if  there  had  been  in  1930 
the  kind  of  joint  efforts  that  were  under- 
taken in  the  1960s,  "there  would  never 
have  been  a  Hitler."  It's  a  comment  that 
acquires  a  special  resonance  when  one 
recalls  that  central  banker  Hjalmar 
Schacht  was  one  of  the  very  few  car- 
ryovers from  the  Weimar  Republic  to  the 
Nazi  government. 

There  have  been  moments  since  1958 
when  Americans  were  angered  by  the 
arrogance  of  the  Germans,  the  selfish- 
ness (or  timidity)  of  the  Japanese,  the 
insularity  of  the  Swiss.  "They  were  con- 
tent to  stand  back,"  says  Henry  H. 
Fowler  of  Goldman,  Sachs,  remembering 
his  days  as  Lyndon  Johnson's  Secretary 
of  the  Treasury.  "They  said,  'You  have  a 
deficit.  You  cure  it.  But  don't  hurt  us  in 
the  process.'  "  Since  1977,  Europeans 
have  taken  to  reading  enthusiastic  lec- 
tures to  Americans  about  their  irrespon- 
sibility in  monetary  matters,  a  Schdden- 
freude  proving  that  central  bankers  are 
human,  too.  But  when  needed  for  the 


T 


short  haul  over  the  rocks,  the  European 
(and  the  Japanese)  have  always  beei 
there.  "Whenever  they  think  the  situa 
tion  can  stand  it,"  says  Robert  Roosa 
who  was  Kennedy's  Under  Secretary  fo( 
Monetary  Affairs  and  has  been  involve* 
in  these  matters  for  20  years,  "they  *an 
to  be  anti-American.  But  when  you  ge 
into  a  really  difficult  situation,  their  ea 
gerness  to  be  pro-American  is  almos 
pathetic." 

hrough  the  deepening  crisis  of  tfy 
1970s,  nations  continued  to  adjus 
their  policies — and  to  make  ad  hex 
revisions  to  the  international  monetar 
system — in  ways  that  balanced  withou 
gross  hardship  the  domestic  and  interna 
tional  obligations  of  modem  govern 
ments.  And  the  adjustments  served  thi 
immediate  purpose.  Even  those  mos 
skeptical  of  the  American  performance 
in  the  years  after  the  oil  shock  musl 
concede  that  the  acceleration  of  dollaj 
outflows  did  keep  the  less-developed  na< 
tions  afloat — for  the  time  being.  But  ova 
the  long  run,  as  the  fate  of  New  YorH 
City  so  vividly  demonstrates,  you  do  no 
man  a  favor  by  lending  him  money  ha 
cannot  repay. 

Our  political  institutions,  the  limited 
education  and  mission-centered  focus  oj 
our  bureaucracies,  the  porosity  of  ouji 
social  class  structures — all  these  imped* 
the  development  of  institutional  memo) 
ries  in  the  U.S.  Our  medy 
of  information  are,  probi 
ably  correctly,  belligerent! 
ly  ahistorical,  concentratj 
ing  exclusively  on  what 
happened  yesterday  (in 
the  case  of  broadcast  me-! 
dia,  today).  We  keep  try] 
ing  to  fix  what  happenec 
yesterday.  But  when  prob- 
lems derive  from  a  long 
accumulation  of  short- 
term  fixes,  the  hunt  foi 
another  such  will  eventu- 
ally be  ruinous.  As  Waltei 
Bagehot  wrote  more  than 
100  years  ago,  "The  char- 
acteristic danger  of  great 
nations  .  .  .  which  have  a 
long  history  of  continuous 
creation,  is  that  they  may 
at  last  fail  from  not  com- 
prehending the  great  in- 
stitutions which  they 
have  created."  ■ 


Production  line  at  Volkswagen's  plant  in  East  Huntingdon,  Penna. 

"Japanese  makers  of  televisions  and  cameras,  German  automobile  manufacturers,  chemij 
cal  and  pharmaceutical  companies  are  building  factories  in  the  U.S.,  in  part  to  get  set  in 
this  market  before  an  anticipated  onslaught  of  trade  restrictions,  in  part  for  the  same 
reasons  of  perceived  bargains  that  lured  the  American  'multinationals'  to  Europe  in  the 
1950s. ...  It  doesn't  begin  to  dent  the  supply  of  dollars  in  foreign  hands." 
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Ingersoll-Rand  machines 
worked  overtime 
at  Late  Placid. 


Little  snow  meant  day  and  night  operation 
for  snow-making  equipment.  The  unexpected  is  why 
we  build  our  machines  better  than  they  have  to  be. 


The  1980  Winter 
Olympics  was  a 
triumph  of  machines 
over  Mother  Nature. 

The  solution  to  the 
problem  of  a  snowless 
winter  called  for  an  in- 
tricate snow-making 
system  that  could 
blanket  the  15  miles  of 
ski  trails  with  six  inches 
of  snow  in  24  hours. 

To  meet  this  Olym- 
pian task  took  21  miles 
of  air  and  water  piping, 
16  Ingersoll-Rand  air 
compressors,  nine 
Ingersoll-Rand  pumps, 
750  pairs  of  stra- 
tegically placed  air  and 
water  hydrants,  and  80 
portable  snow  guns. 
(Snow  is  made  by 
pumping  water  and 
pressurized  air  through 
nozzles.) 

It  also  took  machines 
that  could  withstand  the 


rigors  of  operating  24 
hours  a  day  for  weeks  at 
a  time.  (Some  slopes 
ended  up  with  15  feet  of 
man-made  snow.) 

It  was  the  largest 
and  most  difficult 
snow-making  instal- 
lation in  the  world. 

Difficult  opera- 
tions like  Lake 
Placid  are  why  we 
make  sure  our  ma- 
chines can  pretty 
much  take  care  of 
themselves.  Even  in  the 
face  of  unexpected  de- 
mands in  remote  areas. 

Ingersoll-Rand  is  the 
world's  leading  manu- 
facturer of  machines 
that  compress  air  and 
gas.  And  the  demand 
for  our  machines  is 
growing. 

Small  machines  are 
pumping  up  tires  in 
corner  gas  stations. 


Medium-sized  ma- 
chines are  driving  rock 
drills  and  air  hammers 
in  big  city  construction 
sites.  Large  machines 
are  compressing 
natural  gas  for  pipe- 
line transmission  from 
the  bayous  of  Louisiana. 
Huge  machines  are 
forcing  oil  up  from  the 
floor  of  the  North  Sea. 

Ingersoll-Rand  is  a 
$2.5  billion  worldwide 
company  producing  a 
variety  of  compressors, 
pumps,  bearings,  drills, 
hand  tools,  mining  and 
other  equipment  for 
growth  markets. 

All  these  machines 
have  one  thing  in 
common.  They  are  built 


to  withstand  the  worst  of 
conditions. 

This  approach  to 
engineering  may  force 
us  to  worry  more  about 
our  machines.  But  at 
places  like  Lake  Placid, 
our  customers  have  a 
lot  more  peace  of  mind. 


INGERSOLL-RAND 


Ingersoll-Rand  compressors  blow  snow  150  feet. 


For  a  copy  of  our  new  annual  report,  write  to  Ingersoll-Rand,  Dept.  110,  Woodcliff  Lake,  New  Jersey  07675. 


Avco: 

Performance  &  Perspective. 


"Avco  Corporation  ended  its  fiftieth  anniversary  year  with  the 
highest  revenues  and  earnings  in  its  history,  and  one  of  the  largest 
peacetime  backlogs  it  has  ever  reported.  It  enters  the  new  decade 
in  strong  financial  condition  and  is  presently  paying  a  quarterly 
common  dividend  that  equals  its  record  high." 

1979  Annual  Report 


Revenues 
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Approaching 
$2  Billion 

Avcos  1979  revenues  were  de- 
rived 55  percent  from  finance  and 
insurance  activities  (Avco  Financial 
Services.  Inc  )  and  45  percent 
primarily  from  the  commercial  and 
military  aircraft  and  aerospace 
markets  Backlog  at  November 
30.  1979  was  $1  5  billion,  reflect- 
ing participation  in  such  major 
programs  as  the  XM1  mam  battle 
tank,  the  MX  missile,  the  L-101 1 
TnStar  and  Boeing  757  jetliners, 
and  the  Canadair  Challenger 
executive  aircraft 


Net  Earnings 


75     76     77     78  79 


Stable  Profit  Base 

Avco  has  been  structured  as 
a  diversified  company  with  a 
balance  between  service  and 
manufacturing  businesses  and 
government  and  commercial 
customers  This  balance  has  con- 
tributed to  a  compound  annual 
growth  rate  of  27  percent  in  net 
earnings  since  1975 


Debt/Capitalization    Capitalization  Ratio 


The  parent  company's  reliance  on 
debt  has  been  significantly  re- 
duced in  the  past  five  years,  de- 
clining from  49  percent  of  total 
capitalization  in  1975  to  31  per- 
cent in  1979  During  that  period, 
the  amount  of  debt  subject  to 
short-term  interest  rates  also 
dramatically  decreased. 
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B00k  Value  iPe' Share) 


Building  Value 

Book  value  per  share  has  in- 
creased at  an  average  compound 
annual  growth  rate  of  16  percent 
during  the  past  five  years.  Com- 
mon dividends  are  currently 
being  paid  at  a  30C  per  share 
quarterly  rate,  equaling  the  high- 
est rate  in  Avco  s  history. 
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Highlights  of  the  Year  Ended  November  30, 

1979  1978 


Revenues 

Earnings  Before  Extraordinary  Tax  Credits 
Extraordinary  Tax  Credits 

Net  Earnings 

Net  Earnings  Per  Share 

Primary* 

Fully  Diluted 
Stockholders*  Equity  Per  Common  Share 

Primary 

Fully  Diluted 
Total  Assets 


$1,932,155,000 
127.955.000 
4,328.000 

$  132,283,000 

$  8  56 
$  536 

$  47.65 
$  38  61 
$5,300,401,000 


$1,727,566,000 
117.807.000 
4.900  000 

$  122.707,000 

$    8  96 

$  5.05 

$  47  22 
$  34  83 
$4,634,228,000 


'Average  number  of  shares  outstanding  increased  to  13  9  million  shares  for  1979  compared 
to  12  2  million  shares  for  1978  principally  due  to  conversions  of  9  5/8%  debentures. 


Avco  Corporation  (NYSE:AV)  is  a  diversified  company  that  has  major 
interests  in  consumer  finance,  insurance,  reciprocating  and  gas  turbine 
engines,  aircraft  structures,  aerospace  technology,  international 
management  services  and  land  development. 

For  a  copy  of  Avco  s  new  annual  report,  contact  Joanne  T.  Lawrence,  Director  of  Corporate  Communications. 
^27  AVCO  CORPORATION  World  Headquarters:  1275  King  Street.  Greenwich,  Connecticut  U.S.A.  06830 
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The  Economy 


The  uses 
of  overkill 


all  the  apparent  cause  and  effect, 
package  of  selective  credit  controls 
osed  by  the  Federal  Reserve  System 
month  is  not  all  that  decisive  a  factor 
he  current  credit  squeeze.  Measures 
pted  by  the  Fed  back  in  October  were 
ady  driving  the  credit  markets  to  the 
ie  point 

ist  fall's  actions,  remember,  raising 
discount  rate  and  curbing  growth  of 
ley  supply  in  order  to  get  the  banks 
ut  back  on  their  lending,  had  already 
i  sharply  driving  up  interest  rates.  By 
y  1980  consumer  installment  loan 
s  were  bumping  against  state  usury 
ceilings.  Home  mortgages,  too,  were 
ing  limits  in  some  states.  When  Con- 


gress lifted  federal  ceilings  on  mortgages 
early  this  year,  the  subsequent  rise  in 
mortgage  rates,  beyond  17%,  was 
enough  to  take  a  good  deal  of  the  steam 
out  of  even  speculators  here  and  abroad. 

Last  month's  package,  making  it  ex- 
pensive for  all  lenders  to  expand  business 
and  consumer  credit,  may  not  have  been 
strictly  necessary  except,  perhaps,  as  a 
demonstration  that  the  Fed  still  cared, 
that  it  really  meant  to  stem  inflation. 

The  psychological  uses  of  overkill  can 
be  considerable,  according  to  believers  in 
rational  expectation  theory.  Such  folk 
believe  that  official  economic  policy 
matters,  that  it  directly  affects  what  peo- 
ple do  with  their  money. 


MONEY  &  INVESTMENTS 


Thus,  according  to  the  rational  expec- 
tation theory,  if  the  consumer  decides 
that  inflation  is  slowing,  then  the  slow- 
down will  persist  and  inflation  really  will 
come  down.  But  if  the  consumer  believes 
that  official  policy  is  baloney,  says  Mark 
H.  Willes,  president  of  the  Federal  Re- 
serve Bank  of  Minneapolis  and  one  of  the 
country's  leading  proponents  of  the  ra- 
tional expectation  theory,  "then  it's  off 
to  the  races  again."  Willes  was  all  for  the 
measures  announced  on  Mar.  14 — selec- 
tive credit  controls  he  calls  them.  On  the 
strength  of  these  official  actions  he 
thinks  there  is  a  good  chance  that  con- 
sumers will  alter  their  spending  behavior. 

Even  Willes,  though,  is  only  cautiously 
hopeful.  In  economics,  as  in  other  mat- 
ters of  faith,  it's  not  "belief"  as  such,  but 
the  depth  of  that  belief  that  is  decisive. 
He  fears  that  if  Congress  fails  to  come  up 
with  fiscal  cuts,  the  consumer  will  lose 
faith  and  start  spending  again. 

Irwin  L.  Kellner,  senior  vice  president 
of  Manufacturers  Hanover  Trust  Co.,  is  a 
good  deal  more  certain  than  Willes.  Con- 
sumers were  becoming  much  more  cau- 
tious even  before  the  Fed's  moves  in 
March,  Kellner  says.  Consumer  credit 
grew  only  $1.5  billion  in  January  1980, 
down  from  a  $4.5  billion  rise  in  October 
1979.  This  was  the  sharpest  plunge  in 
the  growth  rate  in  recent  history,  his 
analysis  reveals.  The  drop  in  installment 
credit,  he  adds,  is  greater  than  that  pre- 
ceding the  1973-75  recession. 

In  comparison  with  the  growth  of  dis- 
posable personal  income  or  with  infla- 
tion expectations,  moreover,  Kellner  de- 
tects the  consumer  holding  back  on  bor- 
rowing— and  spending — in  the  past  three 
months. 

A  rational  expectation  theorist  would 
conclude,  then,  that  this  shift  in  con- 
sumer spending,  this  holding  back,  was 
not  a  consequence  of  a  new  shift  in  bank 
lending  policies.  It  started  before  the 
banks  turned  off  the  credit  card  spigot. 
The  latest  bank  restraints  only  confirm 
what  is  already  taking  place. 

As  the  chart  on  this  page  shows,  mort- 
gage credit  will  be  under  severe  pressure 
this  year,  and  installment  credit  will  ac- 
tually decline. 

Since  the  individual  accounts  for  two- 
thirds  of  gross  national  product,  can  re- 
cession be  far  behind?  ■ 


The  brakes  begin  to  take  hold 


The  drive  that  consumers  have  given  to  the  economy  is  waning.  Mortgage 
credit  will  grow  only  half  as  fast  this  year  as  in  the  past  three  years,  and 
installment  credit  will  decline  for  the  first  time  since  1958. 
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Capital  Markets 


Would  I  buy  stocks  on  the  basis  of  the 
increase  in  the  S&P's  industrials  index?  I 
will  put  my  money  in  bonds.  But  not  yet. 

A  TOTAL  DEBACLE 


MONEY  &  INVESTMENTS 


By  Ben  Weberman 


You  will  soon  be 
hearing  quite  a  bit 
about  total  rate  of 
return.  In  essence, 
the  TRR  reflects  the 
combination  of  divi- 
dend or  interest  per- 
cent return  and  the 
percent  change  in 
price  of  the  underly- 
ing security.  A  15% 
bond,  moving  in  price  from  100  to  95 
over  a  year,  would  have  a  TRR  of  15- 
minus-5,  or  10%.  A  stock  yielding  8% 
in  dividend  payments  moving  from 
100  to  105  would  have  a  total  rate  of 
return  of  8-plus-5,  or  13%.  In  other 
words,  price  movements  add  to  or  re- 
duce the  total  return. 

The  emphasis  on  total  rate  of  return 
was  signaled  the  other  day  when  Don- 
ald T.  Regan,  chairman  of  Merrill 
Lynch  &  Co.  Inc.  used  TRR  to  argue 
for  stock  purchases.  I  had  ribbed  the 
brilliant  securities  firm  chief  execu- 
tive for  advocating  stock  purchases 
when  bonds  were  yielding  13%  to 
16%  and  stock  dividends  were  only  in 
the  6%-to-8%  range. 

He  knew  from  an  earlier  conversa- 
tion that  I  did  not  yet  advocate  pur- 
chase of  bonds,  that  I  expect  interest 
rates  to  rise  further  and  prices  to  de- 
cline. Nevertheless,  I  could  not  avoid 
pointing  to  high-yield  fixed-income 
issues  as  potentially  more  appealing 
investment  vehicles  than  stocks. 
Look  at  total  rate  of  return  for  1979, 
he  responded,  and  you  will  see  that 
stocks  performed  better  than  bonds. 

Indeed  they  did.  The  Salomon 
Brothers'  computation  of  total  return 
for  70  categories  of  stock  and  debt 
showed  that  the  top  five  performers 
in  1979  were  different  types  of  stock. 
The  poorest  were  low-grade  utility 
bonds,  tax-exempt  housing  finance 
bonds  and  utility  preferred  stock. 

Ben  Webennan  is  economics  editor  of  Forbes 

magazine. 


The  Standard  &  Poor's  400  industri- 
al common  stock  index  gained  18.5% 
after  rising  7.6%  in  1978.  GNMA 
pass-through  certificates  were  mid- 
way on  the  list,  showing  a  rise  of 
0.6%  after  2%  in  1978.  Long-term, 
high-grade  industrial  bonds  lost  3.1% 
in  total  return  last  year  after  a  rise  of 
0.8%  in  the  preceding  year. 

Would  I  buy  stocks  on  this  basis?  I 
will  put  my  money  in  bonds.  But  not 
yet.  Since  January,  share  prices  have 
eroded  significantly  as  the  Fed  tight- 
ened credit,  making  recession  inevita- 
ble. The  total  return  on  stocks  over 
the  first  two-and-a-half  months  of 
1980  has  been  7.7%.  This  is  small 
comfort  against  the  13.2%  erosion  of 
high-grade  industrial  bond  values  as 
yields  shot  up  and  prices  fell.  The 
GNMA  total  rate  of  return  in  the 
same  period  was  a  negative  10.5%. 

When  the  time  comes  to  step  into 
the  long-term  investment  arena,  the 
most  appealing  security  will  be  the 
convertible  debenture.  The  convert- 
ible has  the  appeal  of  a  senior  security 
with  a  fixed  rate  of  return  and  a  claim 
against  company  assets  that  comes 
ahead  of  all  stockholders  and  yet  can 
rise  in  value  with  the  stock  market  if 
the  stock  issue  into  which  it  is  con- 
vertible is  participating  in  the  rally. 

Each  convertible  has  two  elements: 
the  coupon,  or  interest  rate,  and  the 
conversion  value,  or  price  at  which 
the  debt  issue  can  be  turned  in  for 
common.  The  greater  the  premium  of 
the  conversion  price  over  the  current 
market,  the  less  valuable  is  the  con- 
version. For  new  issues,  the  conver- 
sion premium  usually  runs  from  a  nar- 
row 1%  to  2%  for  particularly  risky 
stocks  to  a  more  appropriate  15%  for 
stocks  that  are  well  regarded.  In  re- 
turn for  the  conversion  kicker,  the 
coupon  rate  varies  from  slightly  below 
the  going  yield  on  straight,  noncon- 
vertible  debt  to  as  much  as  4% . 

Two  convertible  debt  issues  came 
to  market  in  February — a  month  of 
difficult  times  for  the  bond  and  stock 
markets — and  were  priced  very  favor- 


ably. Shearson  Loeb  Rhoades  Inc. 
raised  $30  million  through  sale  of  9% 
junior  subordinated  convertible  de- 
bentures due  in  2005.  The  coupon  rate 
was  9%  when  high-quality  bonds 
were  yielding  13%  and  the  conversion 
premium  at  time  of  underwriting  was 
13%.  Todd  Shipyards  Corp.  raised  $25 
million  through  sale  of  10.5%  coupon 
bonds  due  in  2000  and  carrying  a  con- 
version premium  of  10%. 

The  pickings  are  pretty  slim.  On 
the  calendar  for  possible  offering  are 
$75  million  Rowan  Cos.  convertibles, 
$75  million  Grumman  Corp.,  $50  mil- 
lion Oak  Industries  and  $300  million 
Digital  Equipment  Corp. 

The  small  new  supply  of  convertible 
debt  issues  and  the  potential  appetite 
for  long-term  securities  among  insti- 
tutions will  almost  insure  that  the 
pricing  will  be  too  stiff  and  that  mar- 
ket movement  will  be  sluggish,  lag- 
ging behind  the  general  market. 

I  am  still  wary  of  the  fixed-income 
markets  and,  from  what  I  see  in  the 
stock  market,  also  cautious  of  taking 
positions  there.  We  may  not  be  far 
from  a  turn  in  the  economy  and, 
therefore,  from  a  turn  in  the  bond  and 
stock  markets.  For  several  months,  I 
have  been  picking  May  15  as  the  date 
when  fixed-income  issues  will  have 
greatest  yield.  There  is  no  substantial 
reason  for  that  selection  other  than 
hunch.  The  turn  is  not  going  to  be 
telegraphed  so  I  reserve  the  right  to 
choose  an  earlier  or  later  trough  as  the 
deadline  approaches.  I  do  know  that  I 
would  not  enter  the  market  today. 

The  problems  of  the  market  were 
described  by  Richard  B.  Fisher,  man- 
aging director  of  Morgan  Stanley  Inc., 
who  pointed  out  that  a  "bond  buyer 
who  will  not  purchase  a  high-grade,. 
30-year  bond  at  15%  is  making  the 
statement  that  he  or  she  expects  the 
inflation  rate  to  exceed  12%  for  the 
foreseeable  future."  That  is  because 
3%  is  the  usual  basic  rate  of  return 
associated  with  noninflationary  envi- 
ronment. Traditionally,  bond  markets 
clear — that  is,  sell  out — as  interest 
rates  rise  to  new  plateaus.  "Interest 
rates  have  been  rising  sharply  in  the 
past  several  weeks,  with  changes  of 
0.5%  to  1%  in  daily  trading  not  un- 
common. Nevertheless,  higher  re- 
turns have  not  tempted  purchases." 

By  the  time  of  the  market  turn, 
interest  rates  will  be  above  today's 
14% -to- 16%  range  and  the  total  rate 
of  return  as  prices  rise  will  be  more 
generous  than  Fisher's  17.4%.  In  fact, 
17%  per  annum  will  be  more  likely 
than  17.4%  over  three  years.  Wait  for 
the  turn,  don't  be  impatient.  ■ 
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n  important  long-term  trend  is  emerging: 
growing  receptivity  in  Europe  to  Ameri- 
m  ideas,  innovations  and  products. 

THE  CONQUEST  OF 
EUROPE 


By  Srully  Blotnick 


Unless  you're  read- 
ing this  while  nude, 
something  you're 
wearing  has  prob- 
ably been  influenced 
by  a  European  de- 
signer. For  decades 
now,  when  Ameri- 
can apparel  manu- 
facturers wanted  to 
know  what  next 
ison's  line  ought  to  look  like,  they 
veled  to  Europe  to  find  out.  Seizing 
on  something  custom-made  and  ex- 
isive,  they  brought  it  home  and 
)duced  a  moderately  priced  version 
the  American  mass  market, 
slow,  however,  there's  nothing  left 
copy.  As  a  result,  the  relationship 
:ween  the  U.S.  and  Western  Europe 
andergoing  a  steady  and  significant 
it.  It  has  little  to  do  with  the  value 
our  currency  versus  theirs,  but  in- 
ad  is  a  consequence  of  changes  oc- 
rring  within  the  European  countries 
rmselves. 

lb  understand  the  changes,  let's 
>p  back  a  bit  in  time.  The  one  thing 
ropean  executives  in  my  sample 
ve  always  envied  most  about  Amer- 

is  the  size  of  the  U.S.  domestic 
irket.  "You  don't  know  what  an 
/antage  it  is,"  they  would  repeated- 
say,  "to  have  so  many  people  speak 
e  language  and  not  have  trade  bar- 
rs  to  hamper  the  flow  of  goods  from 
e  area  to  another."  The  same  novel 
box  of  cereal  can  be  sold  in  Maine 
in  California.  Different  labels  in 
ferent  languages  are  unnecessary, 
d  by  comparison  with  national  bor- 
•S  in  Europe,  state  lines  in  the  U.S. 

commercially  invisible. 
Jut  the  grass  is  always  greener  on 
:  other  side,  and  to  American  eyes 
:    European    orientation  toward 
aller  markets  was  immensely  ap- 

Srully  Blotnick  is  a  practicing  psychologist 
I  author  of  Winning:  The  Psychology  of 
cessful  Investing. 


pealing.  Buyers  from  department 
stores  in  New  York,  Chicago,  Miami, 
Dallas  and  Los  Angeles  understood 
very  well  what  happened  to  the  qual- 
ity of  a  product  that  had  to  be  manu- 
factured to  meet  the  tastes  and  bud- 
gets of  200  million  consumers.  As  the 
president  of  a  major  buying  office  put 
it:  "When  all  the  compromises  are 
through,  what  you  have  left  is  very 
salable,  badly  made  junk." 

European  designers,  on  the  other 
hand,  had  the  luxury  of  knowing  right 
from  the  start  that  their  clientele 
would  be  limited.  They  would  have 
many  window-shoppers  and  name 
droppers,  perhaps  even  a  worldwide 
following,  but  only  a  small  percentage 
would  become  paying  customers. 

Throughout  the  late  Sixties  and  ear- 
ly Seventies,  many  Americans  rhap- 
sodized about  a  United  States  of  Eu- 
rope and  spoke  often  of  a  growing 
harmony  and  cooperation  among  its 
previously  warring  nations.  But  the 
real  force  for  change  was  far  less  spiri- 
tual. Cost  pressures  were  mounting, 
and  leaders  in  every  major  European 
industry  began  more  aggressively  to 
seek  economies  of  scale.  While 
American  tastes  became  European- 
ized,  European  economics  became 
Americanized.  Wanting  to  increase 
their  share  of  the  pie — all  the  while 
increasing  the  size  of  the  pie  itself — 
they  looked  to  the  U.S.  American 
business-school  training,  at  first  a  fad- 
dish executive  committee  adorn- 
ment, became  a  useful  and  accepted 
tool  for  tackling  problems.  As  their 
balance-of-trade  figures  soon  showed, 
European  business  planners  were  no 
longer  content  with  the  limited  and 
sophisticated  market  that  so  charmed 
American  buyers. 

How  far  has  the  shift  gone?  In  the 
last  31  months  there  has  been  ap- 
proximately a  sixfold  increase  in  the 
degree  of  Americanization  of  the  214 
stores  in  London,  Milan,  Florence  and 
Paris  that  are  shopped  most  often  by 
designers  and  merchandisers  from  the 
U.S.,  looking  for  something  "uniquely 


European"  to  take  home  and  copy. 
Visiting  these  stores,  American  buy- 
ers increasingly  see  European  copies 
of  American  classics. 

In  1977  only  7%  of  the  stores  played 
primarily  American  music.  Presently, 
nearly  40%  do.  Films  and  records  used 
to  be  the  principal  way  European 
shopkeepers,  eager  for  contact  with 
the  U.S.,  could  bridge  the  Atlantic. 
Now  they  fly.  Although  in  the  fall  of 
1977  only  3%  had  traveled  to  the  U.S. 
in  the  prior  12  months,  currently  al- 
most 14%  have. 

What  made  them  make  the  jour- 
ney? As  the  owner  of  a  very  successful 
boutique  in  Paris  put  it,  without  bat- 
ting an  eye:  "to  shop  your  stores." 
Where  did  the  majority  go?  Soho  in 
New  York  City,  as  well  as  Blooming- 
dale's,  Saks  and  especially  Macy's. 

American  tourists  traveling  to  Eu- 
rope during  the  Fifties  and  Sixties  re- 
ported at  the  time  that  they  were  do- 
ing so  for  three  reasons.  First,  curios- 
ity. They  wanted  to  see  how  others  of 
a  similar  ethnic  background  lived. 
Second,  a  sense  of  cultural  inferiority 
made  them  want  to  gaze  at  monu- 
ments, castles,  art  and  cities  from  an 
older  era.  Third,  there  were  bargains 
galore  to  be  had.  It  was  a  nifty  combi- 
nation: a  centuries-old  palace,  and  a 
pair  of  shoes  for  half  the  price  of  what 
they  cost  here.  More  important  than 
the  price,  however,  was  the  crafts- 
manship. They  cost  less,  yet  were  bet- 
ter made. 

That  is  no  longer  true.  Although 
the  retail  customer  is  largely  unaware 
of  it,  professional  buyers  privately  ac- 
knowledge that,  when  price  is  taken 
into  account,  the  quality  differential 
between  European  and  American 
products  has  disappeared.  The  grass 
may  still  seem  greener  in  the  other 
yard,  but  cost  pressures  currently 
guarantee  that  the  workmanship  will 
be  equally  shoddy  on  both  sides  of 
the  fence. 

There  are  two  key  points:  The  traf- 
fic flow  of  ideas  and  tastes  is  increas- 
ingly in  the  other  direction,  and  it 
heralds  unmistakably  the  resurgence 
of  an  important  long-term  trend:  a 
siow,  but  steadily  growing  receptivity 
to  American  ideas,  innovations  and, 
ultimately,  products. 

The  other  point  is  that  Americans 
are  in  for  a  very  difficult  period  ahead. 
They  will  have  to  do  something  that 
makes  them  hideously  uncomfort- 
able: They  are  going  to  have  to  get 
used  to  thinking  of  themselves  as 
tastemakers  and  trend-setters  rather 
than  as  followers.  A  200-year  period  of 
intellectual  colonialism  is  ending.  ■ 
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Facts  have  a  confounding  way  of  proving 
government  rulings  to  be  just  plain  silly. 

"RISKLESS"  TRADES 
AND  THE  IRS 


By  Stanley  W.  Angrist 


What  should  you  do 
when  the  govern- 
ment declares  a 
commodity  trade  to 
be  risk-free?  An- 
swer: Run  and  hide 
your  money  in  your 
mattress.  It  seems 
that  the  govern- 
ment is  no  better  at 
judging  risk  in  the 


commodities  market  than  it  is  at  con- 
trolling the  money  supply  or  manag- 
ing the  deficit. 

More  than  two  years  ago  the  gov- 
ernment shook  up  the  entire  com- 
modities industry  when  it  banned  sil- 
ver straddles  to  shift  taxes  from  one 
year  to  another.  The  IRS  said  such 
transactions  are  "riskless"  and,  there- 
fore, illusory  for  tax  purposes.  The  net 
result:  Silver  straddles  were  declared 
out  as  tax-sheltering  devices. 

How  does  one  of  these  "risk-free" 
transactions  work?  Typically  one 
would  buy  a  futures  contract  for  deliv- 
ery in  the  next  tax  year  and  simulta- 
neously execute  a  sale  for  an  adjacent 
contract  month.  That  is  the  defini- 
tion of  what  I  call  a  spread  or  straddle 
in  silver.  The  IRS  says  that  this  is  a 
riskless  transaction  because  the  two 
contracts  will  move  in  tandem  and, 
therefore,  the  profit  made  on  one  con- 
tract will  be  offset  exactly  by  the  loss 
made  on  the  other  contract.  Then,  the 
investor  would  gain  a  tax  advantage 
by  closing  out  his  losing  contract  on, 
say,  Dec.  31,  1979.  This  would  give 
him  a  short-term  capital  loss,  which 
he  could  then  use  to  offset  any  short- 
term  gains  he  had  for  the  year  1979. 
On  Jan,  2,  1980  he  would  close  out  his 
winning  position,  creating  a  short- 
term  capital  gain  for  1980.  In  theory, 
then,  he  could  do  a  new  tax  straddle  in 
1980  to  offset  this  year's  gain  and  thus 
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postpone  his  tax  liability  indefinitely. 
The  only  cost  he  incurs  are  brokerage 
fees,  which  can  be  truly  inconsequen- 
tial to  a  taxpayer  who  has  just  post- 
poned the  paying  of  a  hefty  tax  bill. 

For  a  long  time,  investors  favored 
silver  staddles  because  prices  stayed 
relatively  stable  from  month  to 
month  and  there  was  apparently  lit- 
tle risk  of  a  widening  or  narrowing 
of  the  difference  in  price  between 
two  contracts.  Thus  Revenue  Ruling 
77-185,  which  declared  that  silver 
straddles  were  entered  into  primarily 
to  create  an  artificial  short-term  loss. 
The  straddle,  according  to  the  IRS, 
involved  no  real  risk  of  economic 
loss,  and  no  prospect  of  financial 
profit.  Therefore,  the  investor  could 
not  take  advantage  of  IRS  Section 
165(a),  which  allows  deductions  for 
actual  losses  sustained  during  the 
tax  year. 

Now  let's  examine  a  hypothetical 
situation  to  see  if  the  IRS  analysis 
makes  sense.  Suppose  that  on  Oct.  5, 
1979  you  bought  a  July  1980  silver 
contract  and  simultaneously  sold  a 
September  1980  contract.  Let's  fur- 
ther suppose  you  offset  your  short 
September  1980  contract  on  Dec.  31, 
then  sold  out  your  long  July  1980  con- 
tract on  Jan.  2,  1980.  (We  will  use  the 
prices  on  Dec.  31,  1979  for  both  trans- 
actions since  silver  was  limit-up  both 
days;  that  situation  adds  additional 
risk  to  this  so-called  riskless  transac- 
tion.) Prices  looked  like  this  in  cents 
per  ounce: 

Contract         10/5/79  12/31/79 

7/80  1,712.0  2,989.0 

9/80  1,722.5  3,029.5 

103"  5075" 

The  spread  in  this  case  has  widened 
30  cents  per  ounce  or  $1,500  per 
5,000-ounce  spread.  That  means  that 
had  you  been  able  to  do  the  offsets  at 
the  prices  listed  for  Dec.  31,  you 
would  have  incurred  a  real  loss  of 
$1,500  per  spread.  What  the  IRS  for- 
got is  that  futures  prices  under  normal 
market  conditions  reflect  the  cost  of 
owning  and  storing  a  commodity,  and 


that  if  interest  rates  increase,  a  more  I 
distant  contract  (September  1980)  will 
rise  faster  than  a  nearby  contract  (July 
1980).  And,  since  interest  rates  did 
rise  in  the  time  period  covered,  any 
investor  in  such  a  tax  straddle  subject- 
ed himself  to  a  real  economic  risk. 

Straddles  entered  into  solely  to 
avoid  taxes  will  almost  certainly  be 
treated  as  illusory,  and  will  not  qualify 
for  a  deduction  regardless  of  how  the 
IRS  modifies  Revenue  Ruling  77-185. 
But  if  the  transaction  involves  a  genu- 
ine element  of  risk  and  offers  a  genu- 
ine possibility  for  real  profit,  the  mere 
fact  that  the  straddle  also  has  signifi- 
cant tax  advantages  should  not  defeat 
a  subsequent  claim  for  a  deduction. 
But,  the  IRS  may  not  change  its  ruling 
and  in  that  case  deductions  of  losses 
will  be  disallowed. 

Commodities  and  Financial  Futures 
Report,  published  by  Warren,  Gorham 
&.  Lamont,  Inc.,  cautions  investors 
who  take  straddle  positions  to  estab- 
lish a  record  of  why  they  entered  a 
particular  transaction.  This  would 
provide  ammunition  for  fighting  any 
future  IRS  challenge  that  contends 
that  there  was  no  real  profit  incen- 
tive. An  investment  adviser's  written 
recommendation  for  a  trade  would 
also  prove  helpful. 

CFFR  also  notes  that  investors  who 
roll  over  spreads  year  after  year  as  the 
end  of  their  tax  year  approaches  may 
have  trouble  coming  out  of  an  audit 
victorious.  Furthermore,  commod- 
ities firms  must  be  very  careful  when 
dealing  with  customers  who  want  tax 
advice  on  straddles.  The  rulings  may 
be  explained  to  clients  but  they  should 
be  referred  to  their  own  attorneys  or 
accountants  for  advice  on  conse- 
quences of  specific  transactions. 


Cotton  spread  possibility 

The  balance  of  the  current  crop  year 
points  to  continuing  tightness  in  cot- 
ton supplies.  With  the  exception  of 
the  cotton  grown  in  the  Rio  Grande 
Valley  in  Texas,  there  will  not  be  any 
new  crop  cotton  available  until  No- 
vember or  December.  Therefore,  one 
could  consider  going  long  October 
short  December  cotton,  with  a  premi- 
um of  less  than  250  points  October. 
The  spread  could  widen  out  to  700 
points  or  so  ($2,250  per  spread)  premi- 
um October.  Margin  per  cotton  spread 
is  around  $700,  while  the  round-turn 
commission  is  about  $100.  Note  that 
cotton  spreads  can  turn  around  and 
bite  you  with  uncommon  swiftness.  I 
would  risk  no  more  than  100  points 
from  my  entry  point.  ■ 
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The  Innovators. 

How  one  exchange  created  the  entire  financial 
futures  industry  and  continues  to  lead  it. 


On  the  International  Monetary 
Market  we  don't  just  exchange 
futures  contracts,  we  ex- 
change ideas.  Our  first  idea 
was  to  create  an  exchange  to 
trade  exclusively  in  financial 
instruments,  a  totally  new 
concept  for  futures  trading  at 
the  time.  This  idea  came  a 
long  time  before  the  first  trade 
was  executed.  There  followed 
several  years  of  intensive 
research,  feasibility  studies, 
consultation  with  industry 
leaders  and  other  prepara- 
tions. The  effort  paid  off. 

On  May  16, 1972,  the  1MM 
was  founded  with  as  much 
fanfare  as  we  could  generate. 
It  was  a  revolutionary  concept 
and  very  few  outsiders  were 
sure  it  would  work.  We  were 
sure.  We  believed  as  Victor 
Hugo  said  "nothing  on  earth 
is  so  powerful  as  an 


idea  whose  time  has  come." 

The  events  of  the  past  eight 
years  have  more  than  sub- 
stantiated that  statement. 
Trading  volume  in  the  first 
twelve  months  of  operation 
was  a  respectable  255,163 
contracts.  In  1979  volume 
exceeded  7,730,000  contracts. 

Today  the  IMM  continues  to 
trade  financial  futures  con- 
tracts exclusively  and  offers 
more  of  them,  covering  a 
wide  spectrum  of  the  financial 
world.  It  is  the  only  exchange 
to  service  the  full  range  of 
financial  instruments — for- 
eign exchange,  interest  rates 
and  gold. 

We  do  not  have  to  generate 
fanfare  anymore.  The  finan- 
cial institutions, 
businesses 


and  individuals  who  use  the 
IMM  do  it  for  us.  We  are  dis- 
cussed and  reported  upon  in 
the  media  daily.  The  IMM  has 
become  the  pre-eminent 
financial  futures  exchange. 

We  are  not  through  innovat- 
ing. We  presently  offer  con- 
tracts in  eight  major  foreign 
currencies,  90-day  Treasury 
Bills,  1-year  Treasury  Bills, 
4-year  Treasury  Notes  and 
gold.  But  that  may  be  just  the 
tip  of  the  iceberg.  Contracts 
already  planned  include  Euro- 
dollar Time  Deposits,  Domestic 
CD's  and  the  Standard  & 
Poor's  500  Stock  Index. 

So  if  you  want  to  see  what  the 
future  holds,  keep  an  eye  on 
the  IMM — the  innovators. 

For  additional  information, 
Call  800-228-2027,  in 
Nebraska  402-571-4900. 
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By  John  Train 


"Everyone  knew  what  was  going  on, "  said 
the  Swiss  hanker.  "It's  all  relative. " 


THE  CASE  OF  THE 
MISSING  GOLD  BARS 


And  our  client  never  came.  So  our  boy 
simply  took  them  home  with  him — 
one  by  one.  He  sold  them  here  and 
there,  and  opened  an  account  of  his 
own  at  another  bank. 

"He  was  a  very  simple  fellow.  What 
kind  of  a  boy  do  you  think  works  in 
the  vault  of  a  bank?  Anyway,  finally 
he  gave  us  notice.  He  resigned.  He 
told  us  he  wanted  to  write  a  novel.  As 
soon  as  he  said  that,  we  knew  he 
wouldn't  have  worked  out,  even  if  he 
bad  wanted  to  stay.  Nobody  in  Swit- 
zerland writes  novels,  and  positively 
not  a  boy  who  works  down  in  the 
vaults.  So  we  weren't  too  sorry  to  let 
him  go. 

"He  went  to  Vienna,  took  a  floor  of 
a  palace  and  found  a  girl  friend  to  keep 
him  company." 

"Didn't  he  change  his  identity?"  I 
demanded  incredulously. 

"No,"  said  my  banker  friend  a  bit 
sternly,  intimating  that  the  idea  was 
un-Swiss.  "He  never  changed  his 
identity.  A  year  went  by,  then  an- 
other year.  Then  one  day  our  big  cli- 
ent came  in.  He  went  into  the  vault, 
escorted  by  our  boy's  successor,  twid- 
dled the  locks,  opened  the  drawer  of 
the  box,  and,  lo  and  behold — empty! 

"All  hell  broke  loose.  Pretty  soon 
the  place  was  full  of  detectives,  insur- 
ance adjusters,  district  attorneys, 
bank  executives — a  whole  mob.  I  had 
a  horrible  time  for  weeks  and  weeks. 
Well,  by  a  process  of  triangulation,  we 
figured  out  that  it  just  bad  to  be  that 
boy.  So,  we  got  some  detectives  to  dig 
into  what  he  was  doing.  As  I  say,  he 
was  having  a  wonderful  time,  nothing 
even  remotely  criminal.  There  was  no 
explanation  for  this  newfound  wealth, 
but  under  Swiss  law — as  you  can  well 
imagine — you  can't  prosecute  some- 
one for  not  wanting  to  tell  you  where 
his  money  comes  from.  In  fact,  our 
lawyer  told  us  that  we'd  be  in  trouble 
if  we  even  said  a  word  to  the  Austrian 
authorities.  So  we  sat  around  stewing. 

"Our  client  demanded  his  gold 
back,  so  we  filed  a  claim  with  our 
insurance  company.  They  wanted  to 


I  had  a  couple  of 
glasses  of  cham- 
pagne at  the  Baur  au 
Lac  with  a  Swiss 
banker  crony  of 
mine  last  month. 
He's  a  cozy  gray- 
haired  man  who 
wears  gold  specta- 
cles. We've  been 
friends  for  over  20 
years.  He  told  me  this  story  to  explain 
why  he  couldn't  stay  for  dinner. 

"We  have  an  important  client  who 
has  a  safe-deposit  box,"  he  said.  "To 
be  specific,  he  usually  keeps  a  current 
amount  balance  of  about  $10  million. 
Well,  one  day,  one  of  our  young  em- 
ployees down  in  the  vault  was  able  to 
look  over  his  shoulder  and  get  a 
glimpse  of  the  first  two  numbers  of 
the  combination  of  the  client's  safe- 
deposit  box — the  first  two  of  the  four. 
Well,  the  boy  had  plenty  of  time  down 
there,  so  in  the  next  weeks  and 
months  he  spent  hour  after  hour  twid- 
dling the  dials.  One  day,  eureka!  He 
got  it.  He  looked  inside  the  box,  and 
what  did  he  find?  Eighty  one-kilo  bars 
of  gold.  Eighty!  He  counted  them. 
Then  he  shut  the  box,  leaving  every- 
thing as  it  was." 

I  was  used  to  calculating  gold  in 
ounces,  not  kilos.  "How  much  is  a 
kilo  worth?"  I  asked. 

My  banker  friend  frowned  momen- 
tarily. "About  $25,000  now,"  he  an- 
swered, "but  only  about  $6,000  then. 
The  whole  lot  was  then  worth  about 
$500,000.  Well,  time  passed,  and  our 
client  didn't  come  back.  He  almost 
never  comes.  After  a  while,  the  boy 
couldn't  resist.  He  moved  a  few  of  the 
bars  into  another  box  in  the  vault  that 
wasn't  rented.  First  a  few,  then  more 
and  more,  and  then  the  whole  lot. 

John  Train  is  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  tlx  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 
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enow  how  we  (or  he)  could  prove 
le'd  lost  all  that  gold.  That  part 
vasn't  too  difficult.  He  had  all  sorts 
)f  papers  in  the  box  that  showed 
vhat  he'd  been  doing  and  where  the 
noney  had  come  from.  He  had  pur- 
:hase  records  for  the  ingots  from  oth- 
:r  banks,  mostly  the  Kreditanstalt. 
3f  course,  he  could  have  been  carry- 
ng  the  bars  in  after  he'd  bought 
hem  and  then  carrying  them  out 
igain,  but  the  insurance  company, 
he  legal  authorities  and  the  bank 
lecided  that  was  terribly  unlikely.  He 
vas  a  very  serious,  substantial  man, 
in  entirely  honorable  man. 

"So  the  insurance  company  paid  up. 
:ortunately,  as  soon  as  we'd  discov- 
:red  the  loss  we'd  gone  out  and 
)ought  the  corresponding  amount  of 
;old,  so  we  were  covered.  Lucky." 

"Lucky  indeed,"  I  said.  "You  could 
lave  been  caught  short  80  kilos  when 
he  price  quadrupled." 

We  drank  half  a  glass  of  champagne 
:ach  to  digest  this  sobering  reflection. 

"Then  a  remarkable  thing  hap- 
>ened,"  my  banker  friend  went  on. 
'The  boy's  mother  got  sick.  She  lives 
>ut  in  Graubinden.  So  the  boy  came 
tack  to  see  his  mother.  The  detec- 
ives  told  us  right  away.  We  got  crack- 
ng  at  once.  Here  in  Switzerland 
here's  no  habeas  corpus,  you  know.  If 
he  prosecutor  has  a  case,  he  can  salt 
'ou  away  indefinitely  while  he 
irobes,  and  that  can  take  a  long  time. 

"Finally,  I  was  able  to  find  a  pros- 
:cutor  who  would  take  the  case,  so 
he  boy  was  picked  up  as  he  came  out 
rom  visiting  his  mother  and  clapped 
n  jail." 

"Just  like  Bernie  Cornfeld!"  I  said. 
'They  grabbed  him  when  he  came 
iver  to  visit  his  mother.  The  moral 
eems  to  be,  never  visit  your  mother 
n  Switzerland." 

"The  trouble  was,"  my  Swiss  bank- 
:r  friend  continued,  ignoring  the  in- 
erruption,  "we  had  no  more  evidence 
han  before.  But  then  the  prosecutor 
lid  a  remarkable  thing.  Having  tried 
o  break  the  boy's  story  over  and  over 
gain,  always  with  no  success  at  all, 
he  prosecutor  called  the  boy  in  and 
old  him  he  was  going  to  let  him  go 
•ecause  he  couldn't  prove  anything. 
But  tell  me  this,'  he  said,  'if  you  had 
vanted  to  go  about  perpetrating  a 
aper  of  this  sort,  how  would  you  have 
;one  about  it?' 

"Well,  you  know,  it  was  as  though 
he  floodgates  had  opened,"  my  bank- 
er friend  said,  calling  for  two  more 
;lasses  of  champagne.  "Somehow  the 
irosecutor — and  I  suppose  they  must 
tave  a  very  good  sense  of  their  busi- 
less,  just  like  anyone  else — must  have 
Lnown  exactly  what  he  was  doing, 
fhe  boy  was  so  proud  of  what  he'd 
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done,  and  the  good  time  he'd  had,  that 
he  described  it  all — everything,  and  in 
such  detail  that  the  prosecutor  not 
only  knew  it  had  tc  be  him,  but  could 
easily  prove  it!  All  those  circumstan- 
tial details!" 

"It's  all  in  Theodore  Reik,"  I  said, 
"The  Compulsion  to  Confess.  Once  you 
start  going,  you  feel  so  much  better 
that.  .  .  ." 

"The  trouble  is,"  my  banker  friend 
continued  with  a  preoccupied  air, 
"that  he's  spent  it  all — or  almost  all. 
They've  accounted  for  so  much  of 
the  money  that  they  reckon  it's  not 
worth  pressing  the  boy  much  fur- 
ther. He  spends  a  week  in  jail  and 
then  the  prosecutor  gets  him  out  and 
grills  him,  and  then  back  he  goes  to 
jail  for  a  while.  Nobody's  getting 
anywhere. 

"Our  directors  are  tired  of  the 
whole  thing.  We've  been  paid  by  the 
insurance  company,  so  it  wouldn't 
do  us  any  good  to  prosecute.  All 
we'd  do  would  be  to  get  into  the 
Neue  Zurcher  Zeitung  and  lose  half 
our  safe-deposit  business.  Our  law- 
yers are  trying  to  get  the  case  taken 
off  the  court  docket  so  that  we'd 
have  no  further  duty  to  prosecute. 
The  insurance  company  says  that 
they'd  rather  get  100,000  francs  res- 
titution out  of  the  boy  than  spend 
200,000  getting  him  locked  up  for  a 
couple  of  years.  And  the  prosecutor 
doesn't  know  what  to  do. 

"And,  you  know,  if  he'd  just  stayed 
away  another  six  months,  he'd  have 
been  safe!  Completely  safe!  Under 
the  .  .  .  the.  .  .  ." 

"The  statute  of  limitations,"  I  has- 
tened to  complete. 

"The  statute  of  limitations.  And 
you  know,  the  boy  says  he  doesn't 
regret  anything.  He  had  a  wonderful 
few  years,  our  client's  been  made 
whole.  .  .  .  The  thing  I'd  be  sorry  for, 
if  I  were  he,  is  having  sold  the  gold  too 
soon.  If  he'd  just  waited  another  year 
or  two  he'd  have  gotten  four  times  as 
much!" 

"Pity,"  I  said,  ironically. 

"Well,  you  know,"  my  Swiss  bank- 
er friend  said,  "it's  all  relative." 

"Relative?  Honesty  relative?"  I  was 
not  prepared  for  that. 

"Yes,  relative.  What  was  our  big 
client  doing  with  all  that  gold?  Hiding 
some  of  his  earnings  from  the  tax 
collector,  probably.  What  were  we  do- 
ing? Abetting  him,  of  course.  And  the 
insurance  companies?  Don't  they 
know  what  is  going  on?  Well,  I've  got 
to  run.  .  .  ." 

And  off  he  went,  leaving  me  with 
my  glass  and  my  thoughts.  ■ 
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Stock  Trends 


The  Ides  of  March  have  come  and  gone, 
and  with  them  the  slide  in  stock  prices.  The 
Market  Massacre  of  1980  is  over 

ALL'S  CLEAR 


By  Ann  C.  Brown 


In  the  last  two 
years  the  stock  mar- 
ket nose-dived  in 
October.  For  those 
not  too  punch- 
drunk  to  remember, 
February  1977  pro- 
vided the  horror 
show.  This  year 
March  took  a  turn  at 
trying  to  dash  the 


hopes  of  investors.  These  one-month 
sinking  spells  are  getting  to  be  a 
habit.  The  cause  this  time  around:  a 
strong  dose  of  Federal  Reserve  old- 
time  religion  and  a  few  symbolic  and 
superfluous  mumblings  from  the  Ad- 
ministration. Be  thankful  it's  an  elec- 
tion year,  otherwise  the  Potomac 
pundits  might  have  plunged  the  eco- 
nomic ship  of  state  into  the  depths  of 
recession  instead  of  setting  a  no- 
growth  course. 

Far  be  it  from  me  not  to  give  credit 
(albeit  at  20%  per  annum)  where  cred- 
it is  due.  Mr.  Carter's  political  timing 
of  his  announcement  of  "bold,  new 
anti-inflation  initiatives"  was  superb. 
The  consumer  is  already  tapped  out 
trying  to  make  ends  meet  on  an  aver- 
age 7%-to-8%  annual  wage  increase 
(pretax)  against  an  18%-plus  rise  in 
the  cost  of  necessities.  What's  more, 
John  and  Jane  No-Doe  no  longer  can 
mortgage  the  future  by  refinancing 
their  inflation-appreciated  real  estate, 
since  the  bank  windows  are  closed  to 
all  but  the  biggest  and  most  credit- 
worthy customers. 

So,  the  inflation  rate  should  begin 
to  decline  by  late  summer  in  time  to 
be  called  to  the  attention  of  the  vot- 
ing public.  Just  how  far  the  rate  will 
come  down  is  the  question.  For  the 
moment  we  have  a  mini-oil  glut, 
which  should  help  keep  OPEC  quiet 
lor  a  while,  providing  the  individual 


Ami  C.  Brown  is  executive  vice  president  of  tlx 
New  York  investment  firm  ofMelhcido,  Flynn  & 
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countries  are  greedy  enough  not  to 
cut  back  supply  to  equal  diminishing 
demand.  With  mortgage  interest 
rates  and  energy  costs  estimated  to 
have  accounted  for  60%  of  the  rise 
in  the  consumer  price  index  over 
recent  months,  things  could  look 
considerably  better  by  the  end  of  the 
year — relatively  speaking.  After  all,  if 
you  tip  the  scales  at  300  pounds  and 
drop  to  250  pounds,  people  are 
bound  to  notice,  even  though  your 
ideal  weight  is  125. 

In  any  event,  trfe  Ides  of  March 
have  come  and  gone,  and  with  them 
the  sharp  slide  in  stock  prices.  The 
dollar  is  healthy,  commodity  prices 
are  more  realistic  and  the  billions  of 
dollars  on  the  sidelines  both  here  and 
abroad  are  itching  to  get  back  into 
action.  The  Market  Massacre  of  1980 
is  over.  (I  wonder  which  will  be  the 
unlucky  month  in  1981.)  Between 
now  and  whenever  we  have  the  next 
massacre,  you  could  make  a  tidy  sum 
in  equities — particularly  in  underval- 
ued-asset  plays  and  in  earnings — 
growth-no-matter-what  situations. 

In  my  last  column  (Forbes,  Mar.  17), 
written  shortly  before  the  bloodlet- 
ting, I  recommended  IBM  (56)  at  the 
price  of  67.  What  looked  cheap  at  67 
looks  even  cheaper  now,  even  after 
the  company's  unexpected  announce- 
ment that  it  may  have  to  return  to  the 
debt  markets  again  this  year  to  fi- 
nance the  costs  of  its  continuing  suc- 
cess. If  this  is  the  case,  then  per-share 
earnings  for  1980  may  be  in  the  area 
of  $5.50  to  $6,  rather  than  my  earlier 
estimate  of  $5.75  to  $6.75.  However, 
things  are  looking  brighter  for  1981, 
where  $7  to  $7.50  per  share  may  be 
possible,  due  to  a  strong  increase  in 
orders  and  new-product  introductions 
due  any  month  now. 

Another  consistent  earnings  grow- 
er (exception  1975),  Xerox  Corp  (55), 
has  joined  IBM  in  bumping  along  its 
recent  stock  lows.  The  company  has 
introduced  eight  copiers  in  the  last 
12  months  and  is  planning  a  big  sales 
effort  this  year  to  regain  market 
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share.  Late  last  year  Xerox  completed  i 
a  merger  with  WUI,  Inc.  to  expand 
its  position  in  the  machine-to-ma- 
chine communications  network  busi- 
ness. In  1979  the  company  earned 
$6.69  per  share,  up  from  $5.57  in 
1978.  Estimates  for  1980  are  around 
$7.40  to  $7.75,  and  there  is  a  good 
chance  of  a  dividend  increase  from 
$2.30  to  between  $2.80  and  $3.  In  the 
three  years  I  have  written  this  col- 
umn, I  have  waited  to  recommend 
Xerox.  Maybe,  at  last,  patience  will 
be  rewarded.  The  company  seems  to 
have  weathered  a  difficult  competi- 
tive onslaught,  and  is  currently  earn- 
ing around  45%  more  per  share,  plus 
paying  a  dividend  nearly  twice  what 
it  paid  in  1977. 

For  those  of  you  who  want  to 
spread  your  copier  risk,  you  might 
put  away  a  few  shares  of  Xerox'  ag- 
gressive competitor,  Savin  Corp.  (14). 
Five  years  ago  you  could  have  bought 
the  stock  for  less  than  a  dollar  a  share 
(adjusted  for  the  2-for-l  split  in  1977). 
Today,  the  company  seems  relatively 
firmly  entrenched  in  the  number-two 
slot  behind  Xerox,  due  to  a  savvy 
management  team.  Savin  intends  to 
introduce  a  whole  new  generation  of 
copiers  between  the  fiscal  year  end- 
ing this  July  and  July  1981.  While  this 
year's  earnings  may  be  essentially 
flat,  next  year  could  show  $4  to  $4.75 
per  share  (fully  diluted),  and  prelimi- 
nary guesstimates  for  fiscal  1982  are 
in  the  $5-to-$6  range.  An  interesting 
speculation,  especially  for  readers 
who  write  requesting  ideas  for  stocks 
selling  under  $15  a  share. 

Recent  weeks  have  been  particu- 
larly unkind  to  a  few  energy  and 
natural  resource  favorites:  Suburban 
Propane  Gas  (31);  Texas  Eastern  Trans- 
mission (65);  Freeport  Minerals  (37); 
Pogo  Producing  (20);  Pennzoil  (39) 
and  Transco  (38).  Advice:  Hang  in 
there  if  you've  got  'em,  buy  'em  if 
you  don't.  And  add  another  company 
to  the  list,  namely  Engelhard  Minerals 
&  Chemicals  (27).  The  company  is 
essentially  a  commodities  marketing 
organization  engaged  in  trading  ev- 
erything from  oil  and  metals  (pre- 
cious and  otherwise)  to  grains  and 
sugar.  Although  commodity  trading 
and  prices  have  come  off  the  hectic 
pace  of  late  last  year  and  early  1980, 
Engelhard  is  still  estimated  to  earn 
over  $7  per  share  this  year  and  $8  in 
1981,  up  from  $2.18  in  1978  and 
$5.32  in  1979.  The  stock  is  down 
substantially  from  its  high  of  three 
months  ago  and,  at  the  current  price, 
looks  like  a  good  long-term  hedge  in 
a  short-term  world.  ■ 
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.ost  people  know  us 
as  America's  third  largest 
telephone  system,  United 
Telephone.  But  today  we're 
more  than  that.  Far  more. 

Because  as  fast  as  our  telephone  business 
is  growing,  we've  grown  even  faster  in  our 
other  companies,  United  Communications 
Systems  and  United  Information  Systems. 

In  fact,  our  revenues  jumped  from 
$650  million  in  1972  to  over  1.7  billion  in  1979. 

To  tell  you  our  exciting  growth  story  in 
more  detail,  we'd  like  to  send  you  our  annual 
report. 

Send  us  the  coupon  today  because  United 
Telecom  has  a  lot  more  for  you  to  look  at. 

New  York  Stock  Exchange  symbol:  UT. 
Newspaper  listing:  UniTel. 

An  affirmative  action  employer. 


Mail  to: 
D.  E  Forsythe, 

United  Telecommunications,  Inc. 

Box  11315,  Kansas  City,  Missouri  64112 

Please  send  me  a  copy  of  your  latest 
annual  report. 
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in  PA.  call  collect.  215/376-6771 


I 


I 


I Penn  Square  Mutual  Fund 
4  5 1  Penn  Square,  PO  Box  1 4 1 9.  Reading.  PA  1 9603  ' 
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L23  years  of  Investment  experience 
Over  SI 50.000,000  In  assets. 


EACH  YEAR, 
WE  BUILD  0ME  OF 
AMERICAS  BEST 


ORGANIZATIONS. 
FROM  SCRATCH. 

Thanks  to  the  well- 
coordinated  efforts  of  20 
million  volunteer  workers, 
United  Way  annually  helps 
improve  the  lives  of  people 
in  over  2,300  communities 
across  America. 

And  we  do  it  all  in 
a  very  business-like  way.  One 
campaign  minimizes  fund- 
raising  costs  and  corporate 
volunteer  time  devoted  to 
fund-raising.  Some  of 
America's  top  business 
leaders  volunteer  their  time 
and  expertise  every  year  to 
help  us  deliver  the  maximum 
in  human  services  from  the 
doliars  people  give. 


r  •  inks  ta  •  uou 
it  works, 
for  all  or  us 


United  Way 


A  Public  Service  of 

This  Magazine  &  The  Advertising  Council 


Just  when  venture  capital  was  starting  to 
get  back  on  its  feet,  our  Department  of 
Labor  gave  it  a  nice  boot  in  the  face. 

THANKS,  FELLOWS 


By  Thomas  P.  Murphy 


We  all  live  at  the 
sufferance  of  our 
regulators  in  Wash- 
ington. Currently, 
this  exasperating 
truth  is  being 
rammed  home  to 
the  venture  capital 
industry  by  the  De- 
partment of  Labor. 
Venture  capitalists 
are  trooping  to  Labor  to  oppose  a 
bland-sounding  proposal  called  Plan 
Asset  regulation,  which  would  just 
about  block  the  flow  of  pension  mon- 
ey into  venture  capital.  Ian  Lanoff,  the 
Labor  Department's  ERISA  (pension) 
administrator,  does  not  understand 
why  the  venture  capital  spokesmen 
are  so  upset.  "The  department,"  he 
told  me,  "is  simply  trying  to  follow 
the  intent  of  Congress,  and  make  the 
people  who  manage  pension  money 
accountable." 

It  does  not  sound  that  innocuous  to 
the  venture  people.  The  real  effect 
they  (and  their  lawyers)  foresee  will  be 
to  put  the  regulators  nose-deep  into 
their  tents,  raise  incredible  legal  co- 
nundrums and  possibly  make  either 
the  pension  fund  manager  or  the  ven- 
ture capitalist  personally  liable  for  a 
bad  investment.  I  can't  think  of  a 
better  way  to  encourage  pension  man- 
agers to  play  it  safe  and  avoid  capital 
investment  entirely. 

The  industry  has  its  reasons  to  wor- 
ry. What  regulation  it  has  experienced 
in  the  past  has  been  obnoxious  and 
unhelpful.  If,  to  name  one  example,  a 
venture  firm  registers  as  an  invest- 
ment adviser,  its  managers  are  not 
permitted  to  take  performance  fees. 
That  hits  at  the  heart  of  our  business: 
It  is  commonplace  in  the  industry  for 
the  people  running  the  funds  to  accept 
modest  salaries  but  to  take  a  share, 
usually  20%,  of  the  profits. 

Thomas  P  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist.  Stamford,  Conn 


Another  possibility  is  to  register 
under  the  1940  Investment  Company 
Act  and  try  to  live  with  the  thicket  of 
rules  written  for  the  mutual  fund  in- 
dustry 40  years  ago.  Still  a  third  possi- 
bility is  to  become  a  small  business 
investment  company  (SBIC),  which 
has  its  advantages:  You  can  borrow 
money  cheaply  from  the  government. 
But  an  SBIC  is  also  prohibited  from 
doing  a  lot  of  the  things  venture  cap- 
italists normally  do. 

Do  you  know  why  all  of  the  new 
venture  firms  (except  some  SBICs)  are 
legally  partnerships,  and  nearly  al- 
ways have  14  or  fewer  partners?  By 
limiting  the  number  of  partners,  the 
venture  firm  legally  gets  around  regis- 
tering itself  as  an  investment  adviser, 
and  avoids  one  group  of  bureaucrats. 
This  also  explains,  by  the  way,  why 
for  years  the  public  has  not  had  a 
chance  to  invest  in  a  new  venture 
firm.  With  14  partners  and  with  the 
firms  having  to  raise  from  $10  million 
to  $25  million,  the  average  invest- 
ment has  to  be  a  million  or  more. 

Now,  back  to  the  Department  of 
Labor,  ERISA  and  the  hearings  on 
Plan  Asset  regulation.  Given  the  large 
size  of  investment  needed,  venture 
partnerships  must  rely  primarily  on 
institutional  money — banks,  insur- 
ance companies  and  pension  funds — 
especially  pension  funds.  Stanley  E. 
Pratt,  who  publishes  Venture  Capital, 
told  the  Labor  Department  that  31% 
of  the  capital  raised  last  year  ($53  mil- 
lion out  of  $170  million)  came  from 
the  pensions  and  there  are  25  more 
partnerships  looking  for  funding. 

Unless  somebody  can  figure  out 
what  to  do  about  Plan  Asset  regula- 
tion, they  won't  be  getting  much  of  it 
from  the  pension  trustees.  That  win- 
dow slammed  shut  hard  last  year  as 
soon  as  the  proposed  regulations  were 
aired  publicly.  One  pension  fund,  al- 
ready committed  to  a  venture  partner- 
ship, may  default  and  forfeit  its  initial 
investment.  Not  only  is  the  leverage 
of  regulation  enormous,  but  just  the 
threat  can  be  devastating. 
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OIL  AND  GAS  INVESTORS  SEMINARS 


KEPLINGER  and  Associates,  Inc. 

IN VtANA  TIONAL  ENERGY  CONSULTANTS 


Oil  and  Gas  Investors  Symposium 


KEPLINGER  AND  ASSOCIATES,  INC.,  a  leading  energy 
consulling  tirm  since  the  early  1940  s,  presents  the 
semiannual  symposiums  tor  Bankers  and  Energy 
Executives  and  Oil  &  Gas  Investors 


Monday 

Learn  who  makes  up  the  industry  and  the  role  ihey  play 
PETROLEUM  LANDMAN  —  leases,  overriding  royalty,  work- 
ing interest      PETROLEUM  GEOLOGIST  —  prospect 
development,  grading  prospecls     PETROLEUM  ENGINEER 
—  value  determination,  cash  How,  and  payout,  drilling  and 
producing  operations 


OIL  ft  GAS  INVESTORS:  You  will  study  the  risks  and 
potential  rewards o( direct  investment  in  oil  and  gas 
drilling  ventures  How  prospects  are  developed  . . . 
drilling  and  producing  oil  or  gas  wells     availability  of 
investment  opportunity  The  symposium  is  limited  to 
investors,  investment  counselors  and  companies  con- 
sidering direct  oil  and  gas  investment 

Oil  and  gas  Investors  symposium 

Spring  I960  —  May  12, 13. 14 
Fall  1980  —  October  27. 28.  29 
The  Woodlands  Inn,  Houston,  Texas 
Attendance  limited  to  50  conferees 
The  registration  lee  is  $850  00,  which  includes  a  com- 
prehensive reterence  book  ot  all  presentations,  tield 
trips  and  other  relevant  source  material. 

Symposium  Coordinator  —  (713)  651-3127 
KEPUNGER  AND  ASSOCIATES.  INC  OFFERS  THE  FIRST  SEMINAR  ON  FAR  EAST  ENERGY  CONCERNS 

I  OETACH  AND  RETURN  THIS  PORTION  \ 


Tuesday 

Vital  information  lor  the  potential  investor  concerns 
ACCOUNTING.  FINANCING,  and  TAXES     typesot  loans, 
bank  services,  sources  tor  oil  &  gas  loans,  uses  of  engineering 
reports  in  acquiring  loans  as  well  as  investment  opportunities 
in  coal  and  other  lorms  of  alternate  energy  are  all  examined 
Know  the  options  before  visiting  your  banker 

Wednesday 

PUBLIC  COMPANY.  INDEPENDENT  OPERATOR.  DRILLING 
FUND     which  is  right  tor  you  and/or  your  company'' 
Know  how  to  evaluate  an  oil  and  gas  investment 


-  HONG  KONG  MA  Y  1980 


Yes,  please  enroll  me  >n  the  lollowmg  symposiu 
D  SPRING    □  FALL 

□  HONG  KONG  MAY  SEMINAR 

□  Please  send  more  information 

□  Check  enclosed  payable  to  Keplmge'  and  A 


KEPLINGER  and  Associates,  Inc. 
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HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$20.75.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $290.50.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$20.35.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $569.80.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month 
preceding  date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 
SARAH  MADISON/FORBES  CLASSIFIED 
60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  620-2371 


EXEC.  EDUCATION/BOOKS 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


By  Michael  Stolper 


HOW  TO  SELECT 
AN  INVESTMENT  MANAGER 
FOR  YOUR  PORTFOLIO: 
A  guide  for  the  Small  & 
Medium-sized  Retirement  Fund 


77  Pages;  How  lo  hire,  how  to 
fire,  what  to  expect,  what  to 
avoid.  $12.95,  check  to: 
STOLPER  &  CO.,  INC. 

770  "B"  Street.  Suite  308 
San  Diego.  CA  92101 
(Cal.  residents  add  78<f  sales  tax) 


INDIANA  UNIVERSITY  COURSES 
BY  MAIL.  OVER  175  COLLEGE 

courses  available.  Courses  in  Income 
Tax  Preparation.  Hospital  Budgeting 
and  Cost  Analysis,  Personal  Finance,! 
Fund  Accounting,  Commercial  Law, 
and  others.  For  free  catalog  write 
I.S.D.,  Owen  Hall.  I  OA,  Blooming- 
ton,  IN  47405.  Or  call  800-457-4434. 
In  Indiana  800-822-4792. 


MISCELLANEOUS  FOR  SALE 


COLLEGE  DEGREES  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR 
2150  Franklin  Street,  Dept.  69112 
Oakland,  California  94612 


GENUINE  GEMSTONES  AND 
JEWELRY 

Fiee  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers  Board  of  Trade, 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCKY  42345 
TOLL  FREE  SERVICE  1-800-626-8352 


UNIVERSITY  DEGREES 
BY  MAIL! 

Get  fully-accredited  Bachelors,  Mas- 
ters, Ph.D.s  from  prestigious,  re- 
nowned colleges  .  .  .  without  attend- 
ing any  classes  at  all!  Free  revealing 
details. 

CAREER  COUNSELING 
Box  389-F02 
Tustin,  CA  92680 


FORBES  BINDERS 


EXECUTIVE  SERVICES 


NECKTIE  NARROWING 


Wide  Ties  Recut  &  Reshaped 
to  the  new  Narrower  Look — 
$4.50  per  tie  (4  tie  minimum). 
Send  for  free  tie  mailer  or  mail 
direct.  Satisfaction  guaranteed. 
ROBLIN  TIEMASTER 
190E  Glen  Cove  Avenue 
Glen  Cove.  NY  1 1542 


SLIP  CASES  OR 
BINDERS 

for  a  year  of  Forbes  magazine. 

In  red  and  gold  leatherette. 
Slipcases:  $4.95:  three  for  $14 
Binders:  $6.50:  three  for  $18.75 
Send  check  with  your  name  and 
address  to: 
Jesse  Jones  Box  Corp. 
Dept.  FB,  P.O.  Box  5120 
Philadelphia.  PA  19141 


HOBBIES 


WANT  TO  BUY  OBSOLETE 
STOCKS  and  BONDS 

pre-1900,  any  quantity 

Now  is  the  time  to  invest  in 
autograph  letters  and  docu 
ments.  Catalogue  $1.00. 

E.  MOORE  ASSOC.,  Inc. 

Box  243,  Wynnewood.  PA  19096 


Forbes: 
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One  out  of  every  7 
FORBES  subscribers 
is  a  millionaire 


We're 
Fighting  for  Your  Life 


American  Heart  Association  (J 


Forbes 


REAL  ESTATE 


MONTANA  FARM 
LIQUIDATION 

gh  interest  rates  and  unanticipated 
rt  up  costs  have  created  an  un- 
rallelled  opportunity  to  purchase  a 
ge  pivot  irrigation  project  near 
lings,  Montana.  This  one  is  ready 
hit  peak  production.  Over  3,500 
es  irrigated  and  2,000  acres  of  dry- 
id  wheat.  70%  loan  might  be  as- 
ned  by  strong  buyer.  Call  or  write: 

ALL  AND  HALL  INC. 

P.O.  Box  1924 
Billings,  MT  59103 
(406)  252-2155 

FREE  CATALOG 

I  .  .  .  Free  SUMMER  1980  Catalog 
cribes  and  pictures  more  than  2,700 
ms,  ranches,  acreages,  recreational 
perties,  businesses,  town  and  coun- 
homes  in  43  states  coast  to  coast! 
ase  specify  type  and  location  pre- 
yed. 

UNITED  FARM  AGENCY 

612-Y  W.  47th  Street 
Kansas  City,  MO.  64112 

[LTON  HEAD  ISLAND,  S.C. 
OCEAN  FRONT  VILLA 
$6000  DOWN 
$59,900  FULL  PRICE 
Fully  furnished 
OCEAN  FRONT  VILLA 
on  Hilton  Head  Island. 
90%  Financing. 
CALL  COLLECT 
"2)  803-785-8666 

FLORIDA  LAND 

J00  acres  undeveloped  land  on  St. 
ns  River,  18  miles  east  of  Orlando 
ween  State  Roads  46  &  50. 
ir  Ocala,  1100  acres  irrigated  soy 
ns,  corn,  vegetable  farmland  with 
miles  paved  frontage;  also  146 
es  of  farmland.  Contact  owner: 

NORRIS  COMPANY 
P.O.  Box  1088,  Ocala,  Fla.  32670 
(904)  622-7151 


WANTED 

A  scenic  ranch  or  timber- 
land.  Will  pay  up  to  $200 
per  acre  cash. 

Box  A184  Forbes 

60  Fifth  Avenue 
New  York,  N.Y.  10011 


**  LAND  FOR  SALE  ** 

350  acres.  15  min.  to  downtown, 
itop  a  beautiful  mtn.,  paved 
oad  through  property.  $950,000. 
rerms. 

Mountain  Lake  Estates,  Inc. 

P.O.  Box  8095 
Chattanooga,  TN  37411 


WINES 


elewine  Inc. 

>2)685-i 
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CAPITAL  TO  INVEST 

CREATIVE  FINANCING 

Financial  guarantees 
Irrevocable  letters  of  credit 
Funds  to  open  escrows 
Standbys-Takeout-Permanent  loans 
Real  estate  or  venture  capital 

BROKERS  PROTECTED 
SEND  PACKAGES  TO: 
BANCOR  LTD. 
567  San  Nicolas  Dr.  Suite  206 
Newport  Beach.  CA  92660 
714/640-1633 


INVESTMENTS 


INVESTMENTS 

Private  collector  must  sacrifice 
large  collection  of  bronze  sculp- 
tures by  Remington,  Russell, 
Kauba,  Mene,  Barrye,  et.  al. 
For  info,  write: 

Box  A 1 88  Forbes 
60  Fifth  Avenue 
New  York,  NY  10011 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A 185  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


BUSINESS  SERVICES 


KING  OF  800's 

A  NATIONAL  TOLL  FREE 

ANSWERING  SERVICE 
100  calls  per  mo  for  $25  per  mo 
Call  toll  free  lor  information 
The  store  that  never  closes 
1-800-327-9009 
"TOLL  FREE  AMERICA  INC" 


AUTOMOBILES 

SAVE  $$$$  ON  NEW  1980  CARS 

Buy  at  Detroit  prices — save  on  freight 
too!  Full  factory  warranty.  Specializ- 
ing in  Cadillac,  Pontiac  &  Olds,  in- 
cluding Diesel  models.  For  quote, 
mail  make  &  model  to: 

BONDED  BROKERS 
2547  S.  Monroe  Blvd. 
Dearborn,  Michigan  48124 
Phone  (313)  565-5577 

DETROIT  AUTO  BROKERS 
SAVES  YOU  HUNDREDS 
OF  DOLLARS 

on  your  American  car,  van,  or  truck! 
Send  us  specific  make,  model,  and  all 
options  (obtained  from  dealer)  for 
eye-opening  price!  For  no-obligation 
quotation  or  information,  write: 
DETROIT  AUTO  BROKERS 
Dept.  F,  26400  W.  12  Mile  Road 
Southfield,  MI  48034  •  (313)  358-2100 


BUYING  A  NEW  CAR? 

Nightingale     Automotive  will 
show  you  how  and  where  to  buy 
any  new  1980  Chevrolet  (except 
Corvette)  or  Oldsmobile  (includ- 
ing Diesels)  for  only  $50  over 
dealer  cost.  For  complete  details 
send  $25  to: 
NIGHTINGALE  AUTOMOTIVE 
243-17  72nd  Avenue 
Douglaston,  NY  11362 


BUSINESS  OPPORTUNITIES 


(Advertisement) 

$105,000  Cash  Paid 
Oil  Lease  Winner  in 
U.S  Gov't.  Lottery! 

Winners  Collect  Millions$$ 

New  York.  N.Y.  (Special)  Robert  E  Bennett 
of  Rhode  Island  wrote  to  us  for  free  informa- 
tion and  entry  cards  on  the  U.S.  Gov't.  Lottery 
for  Oil  &  Gas  Lease  Rights  and  the  third  time 
he  entered  he  won1  Collected  $105. 000  cash  for 
rights  to  his  parcel.  PLUS  he  also  will  collect 
royalty  payments  for  all  oil  pumped  from  the 
land  You  too  could  be  a  big  w  inner  in  I  his  little- 
known  U  S  Lottery  Millions  of  dollars  have 
been  paid  for  leases — hundreds  of  winners  ev- 
ery month  Any  U  S  citizen  age  21  or  over  can 
enter  for  a  tax-deductible  %  10  government  fee 
For  FREE  REPORT.  Official  Entry  Cards. 
Parcels  to  be  draw  n,  write  to:  Energy  Group  of 
America,  3308  Empire  State  Bldg.,  Department 
FO-040R,  New  York.  N.Y.  10001. 


Since  1934 

INVENTORS  OF  THE  PATENTED 
CARVEL  ICE  CREAM  MACHINE 
AND  THE  ORIGINATOR  OF  THE 
ICE  CREAM  LICENSING  INDUSTRY 

SEEKS  QUALIFIED  INVESTORS 
FOR  AREA  LICENSES  IN  MAJOR 
U.S.  &  FOREIGN  MARKETS. 

MINIMUM 

$1,000,000 
INVESTMENT 

PRINCIPALS  ONLY 

Reply  to: 

CARVEL  CORPORATION 

4151  State  Road  84  -  Dept.  E 
Fort  Lauderdale,  Fl.  33314 
or  call  toll  free 

800-327-2754 


SUCCEED  IN 
CONSULTING 

Convert  your  business  skills  into 

a  profitable  professional  practice. 

Free  information.  Write: 

La  Cresta  Publications 

P.O.  Box  7000-25F 

Palos  Verdes  Peninsula,  CA  90274 


SEARCH,  a  bi-monthly  nation- 
al listing  service  newsletter  pro- 
vides a  confidential  way  to  ex- 
plore merger-acquisition,  sale  or 
equity  participation  for  com- 
panies and  individuals.  Our  6th 
year.  Request  free  sample.  Box 
A 187,  Forbes,  60  Fifth  Ave., 
New  York,  NY  10011. 


SALES  HELP  WANTED 

LOOK  AT  THIS 

We  have  the  HOTTEST  selling  agri 
product  on  the  market  today.  We 
manufacture  and  market  alcohol  stills. 
We  are  now  establishing  state  dis- 
tributors who  can  handle  a  medium 
six-figure  investment.  This  is  not  a 
"blue  sky"  franchise  deal.  Entire  in- 
vestment secured  by  inventory.  This 
is  without  a  doubt  one  of  the  finest 
business  ventures  to  come  along  in 
years.  Act  today!  States  going  fast. 
Call  816-363-7070  or  send  resume  to: 
INTERNATIONAL  FUEL  SYSTEMS 
1820  W.  91st  Place,  Kansas  City 
MO  641 14  (include  phone  number) 


BUSINESS  OPPORTUNITIES 


its  your 


Be  a  Professional  Business  Coun- 
selor. Provide  Independent 
business  Owners  with  needed 
Management  Counseling  Service, 
National  Endorsements.  Average 
investment  of  $15,000-520.000 
includes  exclusive  temtory,  com- 
plete training,  initiaJ  supplies,  oper- 
ations manuals.  Join  the  pioneer 
company  with  28  years  experience 
and  200  offices  nationwide.  Some 
areas  available  with  existing  cli- 
ents. The  next  move  Is  yours. 
Wnte  —  or  call  TOLL  FREE 
1-300-231-2734 
(Texas  call  colled  713-683-9918) 
MARCOIN,  INC. 
7887  Katy  Freeway  #108. 
Houston.  TX  77024 


WIN  BIG  OIL  MONEY 

vJ^STO  PER  FILING* 


-Special  Otter 
One  tiling  per  family 

To  introduce  you  to  this 
great  U  S  program 

The  U  S  Government  each 
month  sponsors  a  little- 
known  Oil  Lease  Drawing  It 
you  are  21  and  a  citizen  you 
can  compete  with  the  Oil 
Companies  tor  this  Federal 
land  A  $10.00  (Tax  Deduct- 
ible) fee  could  bring  you  as 
much  as  $100,000  immedi- 
ately plus  future  payments. 

Call  for  Free  Brochure 
1-800-327-6991  (Toll  Free) 

OIL  &  GAS  CORP.  OF  COLORADO 

Dept.  F-5,  1681  Kennedy  Causeway 
No.  Bay  Village.  FL  33141 


FINANCIAL  BROKERS  NEEDED 

Lucrative,  Prestigious  Opportunities 
now  available.  Work  your  own  hours. 
No  experience  necessary.  National 
Company  will  assist.  Also,  financing 
is  available  for  all  worthwhile  projects 
at  competitive  rates.   Free  Details: 

D.F.C.  Corporation 

Dept.  43-G-4  1145  Reservoir  Avenue 
Cranston,  Rhode  Island  02920 


CglJStakSTART  MAIL  ORDER | 

VrVltiW*    PROFIT  BUSINESS  I 

I  Get  free  sample  import  from  Or-  I 
I  ient.  Shows  big  money  you  can  I 
I  make  spare/full  time.  No  invest-  I 
|  ment  in  stock.  Clip  &  mail  today.  | 
I  Get  free  sample  import  and  big  | 
•  report.  No  obligation.  Offer  limit-  ■ 
=  ed  to  adults.  MELLINGER  CO.  , 
I  6100  Variel  Ave.,  Dept  A1594  I 
IWoodland  Hills,  CA  91367.  >■»_! 


EXECUTIVE  GIFTS 


TRS-80  COMPUTERS 

As  a  Radio  Shack  "  Authorized  Sales 
Center  owned  &  operated  by  Pan  Amer- 
ican Electronics,  Inc.,  we  can  sell  them 
for  less  No  taxes  collected  on  out  of - 
state  shipments  We  pay  shipping  &  in 
surance. 

TOLL  FREE  800/531  7466 
Texas  6  Main  No.  512/581  2765 
1117  Conway,  Mission,  Texas  78572 


Of  all  debts,  men  are  least 
willing  to  pay  taxes.  What  a 
satire  this  is  on  government! 
Ralph  Waldo  Emerson 


Whatever  you  have,  you 
must  either  use  or  lose. 
Henry  Ford 


People  who  go  broke 
in  a  big  way  never  miss 
any  meals.  It  is  the  poor 
jerk  who  is  shy  a  half  slug 
who  must  tighteji  his  belt. 
Robert  Heinlein 


Never  stand  begging  for  that 
which  you  have  the  power  to  earn. 
Miguel  de  Cervantes 


No  matter  what  your  present 
condition,  there's  something 
just  a  little  better  right 
within  your  reach. 
Irving  R.  Allen 


Money  is  not  required  to  buy 
one  necessity  of  the  soul. 
Henry  David  Thoreau 


The  rich  man  who  deludes 
himself  into  behaving  like 
a  mendicant  may  conserve 
his  fortune  although  he 
will  not  be  very  happy. 
John  Kenneth  Galbraith 


Wealth  is  a  great  means  of 
refinement;  and  it  is  a 
security  for  gentleness, 
since  it  removes  disturbing 
anxieties;  and  it  is  a  pretty 
promoter  of  intelligence, 
since  it  multiplies  the 
avenues  for  its  reception; 
and  it  is  a  good  basis  for 
a  generous  habit  of  life. 
Donald  G.  Mitchell 


I  earn  that  I  eat,  get 

that  I  wear,  owe  no  man  hate, 

envy  no  man's  happiness; 

glad  of  other  men's  good, 

content  with  my  harm. 

Shakespeare 


Thoughts 

on  the  Business  of  Life 


Andrea  Carnegie  once  said 
"The  first  thing  that  a  man 
should  learn  to  do  is  to  save 
his  money       Thrift  not  only 
develops  the  fortune,  but  it 
develops  also  the  man  >  character  " 
Savings  are  your  stored-up  labor 
)ou  can  exchange  this  stored-up 
labor  for  things  you  desire 
The  man  who  spends  as  he  goes 
seldom  goes  far  A  bank 
account  raises  a  man  's  self- 
respect,  enhances  his  manliness, 
increases  his  self-confidence, 
strengthens  his  peace  of  mind 
B.C.  Forbes 


It's  not  making  money  first 
that's  important, 
it's  making  it  last. 
Bob  Edwards 


Capital  as  such  is  not  evil; 
it  is  its  wrong  use  that  is  evil. 
Mohandas  K.  Gandhi 


With  luck  and  resolution 
and  good  guidance  .  .  .  the 
human  mind  can  survive  not 
only  poverty,  but  even  wealth. 
Gilbert  Highet 


Few  of  us  can  stand  prosperity. 
Another  man's,  I  mean. 
Mark  Twain 


There  is  no  wealth  but  life. 
John  Ruskin 


More  than  3.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York. 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


It's  a  great  country,  but  you 
can't  live  in  it  for  nothing. 
Will  Rogers 


All  progress  is  based  on 
a  universal,  innate  desire 
of  every  organism  to 
live  beyond  its  means. 
Samuel  Butler 


Before  buying  anythmg, 
it  is  well  to  ask  if  one 
could  do  without  it. 
John  Lubbock 


There  are  but  two  ways  of 
paying  debt — increase  of 
industry  in  raising  income, 
increase  of  thrift  in  laying  out. 
Thomas  Carlyle 


A  Text . . . 

For  where  your  treasure 
is,  there  will  your 
heart  be  also. 
Luke  12:34 


Sent  in  by  Gladys  C.  Brady,  Ogden,  Utah. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used 


Money  is  a  terrible  master 
but  an  excellent  servant. 
RT.  Barnum 


I  am  not  fond  of  money, 
or  anxious  about  it.  But, 
though  every  day  makes  me 
less  and  less  eager  for 
wealth,  every  day  shows  me 
more  and  more  strongly  how 
necessary  a  competence  is 
to  a  man  who  desires  to 
be  either  good  or  useful. 
Thomas  B.  Macaulay 


It  takes  all  the  fun  out 
of  money  if  you  have  to 
earn  it  yourself. 
Arnold  Glasow 
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IS  IT  ABSURD 

TO PROPOSE 

THAT  EVEN  THE 
RICH  DESERVE 

THEIR  MONEY'S 
WORTH? 


THE  BMW  633CSi. 

The  fact  that  no  consumer 
advocate  has  yet  strode 
forth  to  defend  and  protect 
the  interests  of  those  who 
can  afford  a  $30,000  sport 
coupe  is  probably  not  the 
least  bit  surprising. 

Yet  the  topic  is  ripe  for  any- 
one with  a  sense  of  justice. 

For  in  today's  govern- 
ment-regulated, pollution- 
controlled,  fuel-obsessed 
world,  the  performance 
characteristics  of  some  of 
the  most  exalted  cars  appear 
to  be  diminishing  in  inverse 
proportion  to  their  price. 
A  TRUE  SPORT  COUPE  IS 
MORE  THAN  JUST  A  CAR 
WITH  TWO  SEATS. 

There  are  those  who  are 


fond  of  pointing  out  that 
even  before  pollution  con- 
trols became  a  serious 
handicap,  the  performance 
levels  of  certain  expensive 
cars  hardly  lived  up  to  their 
price  stickers. 

A  supportable  conclusion 
that  makes  the  perform- 
ance statistics  of  the  633CSi 
seem  all  the  more  remark- 
able. (And  makes  the  fact 
that  it  is  only  available  in 
severely  limited  numbers  a 
bit  disheartening.) 

Its  suspension  system- 
independent  on  all  four 
wheels— has  a  singular  ca- 
pacity for  removing  the 
drama  from  even  the  most 
unnerving  road  conditions. 

Press  the  accelerator  and 


you'll  experience  a  phenom- 
enon automotive  enthusiasts 
haveall  but  given  upfor  lost: 
instant  response. 

In  truth,  the  633CSi's  six- 
cylinder,  overhead  cam  en- 
gine performs  in  a  manner 
that  would  be  exhilarating 
even  by  pre-pollution  control 
standards. 

Yet,  the  633CSi  (with 
standard  transmission)  de- 
livers \16\  EPA  estimated 
mpg,  23  estimated  highway 
mileage  and,  based  on  these 
figures,  an  estimated  mpg 
range  of  1262  miles  and  a 
highway  range  of  377  miles. 

(Naturally,  our  fuel  effi- 
ciency figures  are  for  com- 
parison purposes  only.  Your 
actual  mileage  and  range 


may  vary,  depending  on 
speed,  weather  and  trip 
length.  Your  actual  highway 
mileage  and  highway  range 
will  most  likely  be  lower.) 

And,  unaccountably,  the 
633CSi  is  the  only  "luxury 
sport  coupe"  in  its  price 
class  to  provide  a  four-speed 
manual  transmission  as  stan- 
dard equipment.  (Automatic 
is,  of  course,  available.) 

TRUE  LUXURY  IS  AN 
INTERIOR  ENGINEERED 

TO  THE  NTH  DEGREE. 

It's  difficult  to  imagine  an 
appointment,  a  convenience 
or  an  accessory  that  has  been 
omitted  in  the  BMW  633CSi. 

AM/FM  stereo  cassette, 
electric  sunroof,  electric 
windows,  electric  side^/iew 
mirror— even  a  central-lock- 
ing system  that  locks  both 
doors,  the  trunk  lid  and  the 
gas  door  with  the  turn  of  a 
single  key— are  all  standard 
equipment. 

Yet,  all  facets  have  been 
biomechanically  engineered 
to  the  nth  degree  to  help 
eliminate  driver  fatigue. 

Its  seats  are  anatomically 
shaped  buckets,  covered  in 
wide  rolls  of  supple  leather. 
Its  front  seats  are  so  thor- 
oughly adjustable  that  it  is  all 
but  impossible  not  to  find  a 
comfortable  driving  position. 

All  in  all,  in  a  time  of 
lowered  automotive  expec- 
tations, the  BMW  633CSi 
remains  a  bastion  of  hope 
for  the  serious  driver. 

If  you  find  the  notion  of 
owning  such  a  car  more 
than  a  little  intriguing,  we 
suggest  you  phone 
your  nearest  BMW^ 
dealer  and  ar- 
range a  thorough 
test  drive. 
THE  ULTIMATE  DRIVIHG  MACHINE. 


%  1980  BMW  o*  North  Ame^ca.  Inc  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke.  A  G 


Rare  taste.  Ask  for  it  by  name.  J'B 


RARE 
SCOTCH 


86  Proof  Blended  Scotch  Whisky  c  Paddington  Corp..  N  Y 


Are  you  managing  your  company's 

portfolio? 
Or  is  it  managing  you? 


ChemSphere  Portfolio 
Management  System  is  the 
proven  answer. 


You  can  analyze  portfolio  information 
in  the  time  you  now  spend  just  collecting  it. 

ChemSphere  Portfolio  Management  System  takes 
the  information  you  need  and  uses  a  sophisticated 
software  package  to  literally  put  it  all  at  your  fingertips  — 
quickly  and  confidentially,  24  hours  a  day. 

Our  system  takes  much  less  time  to  provide  the  in- 
formation required  for  investment  decisions.  And  gives 
you  much  more  time  to  actually  make  them. 

All  the  information  you  need, 
with  all  the  accuracy  you  require. 

ChemSphere  Portfolio  Management  System  has  the 
flexibility  to  give  you  whatever  information  you  want  — 
positions,  diversity,  activity  by  dealer  or  instrument,  per- 
formance over  time  or  compared  to  indices  —  in  the  for- 
mat you  want.  All  this  information  is  free  of  human  emir. 


and  the  system  automatically  creates  a  complete,  accurate 
audit  trail  with  each  transaction  you  make. 

Helping  to  manage  corporate  portfolios 
that  range  from  $30  million  to  over  a  billion. 

ChemSphere  Portfolio  Management  System  has 
proven  itself  to  the  portfolio  managers  of  19  major  corpo- 
rations. And,  if  vour  company's  portfolio  is  worth  $30 
million  or  more,  it  can  prove  its  worth  to  you. 

Let  the  leader  in  worldwide  cash  management 
make  you  a  leader  in  portfolio  management. 

ChemSphere  is  Chemical  Bank's  unique  combina- 
tion of  services,  systems,  and  people  that  has  made  us  the 
leader  in  worldwide  cash  management.  Write  W  D.  Baird, 
Jr.,  Vice  President,  Chemical  Bank,  20  Pine  St.,  N.Y. , 
N.Y.  10005.  Or  call  (212)  770-3600.  Or  mention 
ChemSphere  to  your  Chemical  account  officer. 


Chemical  3ai\k 

Leader  in  worldwide  cash  management. 


Are  we 
feeding  the  crocodile, 

hoping  hell 

eat  uslast? 

The  burden  of  bureaucracy  on  the  free 
enterprise  system  is  boardroom  rhetoric  at 
corporations  everywhere.  But  so  many  times 
the  resolution  to  do  something  is  left  on  the 
table  when  the  meeting  is  adjourned. 

And  how  many  of  us  are  so  flattered  to 
be  called  to  counsel  with  the  government 
that  we  publicly  acquiesce  to  the  resulting 
regulations  we  so  broadly  denounce  in  private? 

Whether  we  abdicate  our  responsibility 
to  preserve  the  freedom  of  the  marketplace 
by  virtue  of  ego  inflation,  ignorance  of  the 
danger,  reluctance  to  rock  the  boat,  or  fear  of 
retaliation,  the  fact  remains.  We  are  becoming 
the  servants  of  the  very  government  so 
nobly  set  up  to  serve  us. 

If  business  as  we  know  it  is  to  survive, 
we  must  regain  the  initiative  from  overzealous 
regulators  by  turning  the  spotlight  of  truth 
on  the  widespread  economic  myths  which 
have  turned  public  opinion  against  us.  For 
it  is  still  the  weight  of  public  opinion  which 
tips  the  balance. 

We  must  desert  our  corporate  anonymity 
and  stand  up  for  our  freedoms  as  though 
each  of  us  was  sole  owner  of  his  company. 
If  not,  there'll  be  nothing  left  but  the  crocodile 
shedding  his  own  tears  for  the  system  he  so 
righteously  consumed. 


This  GRADALL"  G-660  hydraulic  excavator, 
which  features  a  new  Wide  Frame  under- 
carriage, is  produced  by  Warner  &  Swasey's 
Gradall  Division,  New  Philadelphia,  Ohio.  In 
business  since  1946,  Gradall  recently  shipped 
its  10,000th  excavator. 


WARNER  &  SWASEY 

Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


©1980  THE  WARMER  &  SWASEY  COMPANY       Executive  Offices:  1  1000  Cedar  Avenue.  Cleveland.  Ohio  44106 
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Cover  Story:  Son  of  a 

communist,  friend  of  Ni- 
kolai Lenin — but  a  cap- 
italist to  his  fingertips — 
81 -year-old  Armand 
Hammer  has  defied  both 
time  and  history.  45 


Features 

Gasoline:  The  Bloodbath.  "I'd  be  happy  if  I  made  50%  of 
what  I  made  in  the  first  three  months  of  1979,"  says 
independent  gasoline  dealer  Chris  Weber.  How  can  that  be, 
with  gas  prices  so  high?  The  fact  is  that  gasoline  middlemen 
are  caught  in  a  terrible  squeeze  33 


Insurance:  An  Act  Of  God!  Casualty  insurers  talk  about  the 
underwriting  cycle  as  if  that  were  what  it  is.  But  human 
fallibility  has  a  lot  to  do  with  it  34 


Companies:  Promise!  Carter  Hawley  Hale's  Phil  Hawley  is 
finally  telling  Wall  Street  what  it  wants  to  hear  37 


Great  Britain:  "Dear  Home  Owner."  How  do  the  British 
keep  mortgage  money  available  in  the  face  of  sky-high 
interest  rates?  38 


Companies:  Keeping  The  Pedal  Down.  Don't  let  the  Presi- 
dent of  the  U.S.  panic  you,  says  Consolidated  Freightways' 
Ray  O'Brien.  Keep  your  eye  on  the  big  picture  39 


Oil  and  Gas:  The  Biggest  Election  In  Texas.  With  Big  John 
Connally  out  of  the  running  for  President,  the  focus  of  the 
May  3  Texas  primary  is  on  the  Democratic  race  for  Railroad 
Commissioner.  Railroad  Commissioner?  Yes;  not  because 
it's  about  railroads,  but  because  it's  about  oil  and  gas 
production  63 


Highways:  The  End  Of  The  Affair!  Toll  roads  used  to  be 
about  the  sweetest  deal  in  transportation.  Now  they  face  a 
double  bogey — recession  and  the  high  cost  of  gasoline.  If  the 
Great  American  Romance  with  the  automobile  is  cooling, 
are  their  days  numbered?   65 


/ 

The  Streetwalker:  Salivation  And  Liquidation.  It  was  only 
natural  for  Wall  Street  toplunge  in  when  liquidation  special- 
ist Irwin  Jacobs,  owner  of  9.8%  of  the  stock  of  Holly  Sugar 
Corp.,  disclosed  that  he  wanted  to  force  the  company  to 
consider  liquidating.  The  only  liquidation  so  far  is  Jacobs' 
holdings  of  Holly,  which  he  has  sold  into  the  market  at  a 
handsome  profit  73 


Special  Report 

Jobs:  The  Price  Of  Free  Trade.  What  happened  to  the  1,500 
workers  Zenith  Radio  Corp.  laid  off  in  1977,  when  the  last 
of  the  major  U.S.  TV-makers  still  producing  color  sets  in  the 
U.S.  gave  up  and  transferred  its  production  overseas?  A 
Forbes  team  headed  by  Chicago  Bureau  Manager  Bob 
Tamarkin  spent  the  better  part  of  two  months  tracking 
them  down.  With  photographer  Herb  Goro  and  reporter 
Lisa  Gross  he  has  assembled  some  close-ups  in  the  big 
picture  74 


Investing:  "Good  Heavens,  No!"  What  happens  when  3 
investor  wants  to  unload  not  a  round  lot  of  stock  in  £nt  gle 
company  but  a  whole  lot?  He  could  dribble  it  out  daynt.  day. 
Or  he  could  get  a  broker  like  Bear,  Stearns  to  run  a^ipecial 
offering  91 


Investing:  Betting  The  Indexes.  Index  futures  trading' 
sounds  more  like  Las  Vegas  than  Wall  Street,  but  does  th 
mean  the  commodity  exchanges  won't  get  a  chance  to  g' 
it  a  try?  Don't  bet  on  it  
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olitics:  Ronald  Rea- 
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1948.  First  Rolls-Royce  jet  engine  produced  under 
licence  in  U.S. 


1953.  First  jet  vertical  take-off.  Developed 
by  Rolls-Royce. 


1954.  First  commercial  prop-jet  in  North  American 
service.  Powered  by  Rolls-Royce 


1958.  First  Transatlantic  crossing  by  jet  airline  sen 
Powered  by  Rolls-Royce. 


1960.  First  turbofan  engine.  Built  by  Rolls-Royce. 


1976.  First  scheduled  supersonic  passenger  fligj 
Powered  by  Rolls-Royce. 


Then  Frank  Whittle  invented  the  turbojet  engine  and  the  race  was  on  to  turn  it 


o  a  commercial,  production-line  reality 

"Temperatures  in  a  jet  engine  can  range  from  -48° to  +1300° centigrade. 

Who  could  make  components  that  would  reliably  stand  up  to  that? 

Many  tried.  Rolls-Royce  succeeded.  In  1942  the  first  Rolls-Royce  jet  engines 
>re  built  in  England,  and  six  years  later  they  were  built  under  licence  in  the 
lited  States. 

Then  in  1952,  this  new  invention  went  into  airline  service  for  the  first  time  and 

0  years  later  was  used  on  the  first  commercial  prop-jet  in  North  American  service. 

On  both  occasions  the  engine  was  a  Rolls-Royce. 

Having  abolished  the  piston  engine,  Rolls-Royce  now  set  about  abolishing 

1  runway  And  in  1953  the  "Flying  Bedstead"  took  vertically  to  the  air;  the  first  aircraft 
3r  to  do  so, 

Meanwhile,  the  pace  of  jet  engine  development  was  speeding  up. 

In  1958,  the  jet  was  powerful  and  reliable  enough  to  go  into  regular  transatlantic 
rvice,  The  first  engine  to  make  the  trip  was  a  Rolls-Royce. 

By  1960  turbojets  had  become  commonplace.  So  Rolls-Royce  built  the  first 
bofan,  a  design  with  vastly  improved  fuel-efficiency 

Having  developed  the  standard  aero-engine  of  the  last  quarter  of  this  century 
)lls-Royce  set  out  to  better  it. 

There  was  now  only  one  barrier  to  progress:  the  sound  barrier 

And  this  we  crossed  at  11am  on  21st  January  1976,  when  an  Olympus  593 
came  the  first  engine  to  power  a  scheduled  passenger  flight  through 
ich  1. 

Now  of  course,  we're  not  suggesting  we've  been  the  only  runners 
this  race  for  a  better  aircraft  engine. 

But  we  do  claim  to  be  the  front  runners. 

ROLLS-ROYCE  INC,  375  PARK  AVENUE,  NEW  YORK,  NEW  YORK  10022. 
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Executive  Editor  Jim  Cook 


"Though  this  is  the  first  story  I  ever  did 
on  Armand  Hammer,"  says  Forbes  Ex- 
ecutive Editor  Jim  Cook,  who  wrote  this 
issue's  cover  story  (see  p.  45),  "I've  been 
watching  him  for  at  least  20  years — more 
avidly  since  1970,  when  Occidental  Pe- 
troleum became  the  first  U.S.  oil  com- 
pany to  give  in  to  Libya's  demands  and 
thus  played  a  critical,  if  inadvertent,  role 
in  giving  OPEC  the  upper  hand  in  the  oil 
business. 

"I  first  met  him  three  years  ago  when  I 
was  researching  a  cover  story  on  Texaco. 
It  was  an  odd  meeting,  in  Oxy's  New 
York  office,  a  shadow  office  with  a  whole 
floor  of  empty  offices  full  of  unused  desks 
and  typewriters.  We  talked  more  about 
oil  shale  than  about  Texaco,  but  we 
agreed  that  sometime  in  the  future  we'd 
look  into  the  possibility  of  doing  a  major 
story  on  Occidental. 

"I've  been  looking  into  it  ever  since — 
talking  with  oilmen,  securities  analysts 
and  people  in  Washington,  reading  the 
records  of  congressional  investigations 
and  stories  other  journalists  have  done 
on  him.  Few  people  are  indifferent  to 
him:  They  are  fiercely  critical  or  wildly 
enthusiastic — often  for  the  same  rea- 
sons. One  oilman  criticized  him  for  sell- 
ing out  the  industry,  another  praised  him 
for  seeing  where  events  were  taking  the 
industry  arid  blazing  the  trail.  He  in- 
spires rumors  by  the  dozen,  and  you 
spend  a  lot  of  time  running  down  things 
that  prove  not  to  be  true  or  can  never  be 
checked." 

Thus  loaded  for  bear,  Cook  headed  for 
the  first  of  two  interviews  in  Los  Ange- 
les— and  ran  into  problems.  "He  had 
scheduled  the  meeting  at  the  end  of  a 
long  day.  My  plane  was  delayed,  and  I 
arrived  two  hours  late  at  his  office  at  the 
height  of  a  rainstorm.  I  was  groggy  with 
jet  lag.  Hammer  was  fresh  as  a  daisy,  and 


happy  to  tell  me  he'd  arranged  for  twe 
other  executives  to  talk  to  me  after  he| 
was  finished.  Two-and-a-half  hours  later, 
fortunately,  the  other  two  executives  hac 
given  up  and  gone  home,  but  I  felt  likj 
one  of  those  negotiators  President  Lyn- 
don Johnson  used  to  lock  off  from  the 
men's  room. 

"He's  a  delight  to  interview — gracious, 
charming,  witty.  Ask  him  a  question  and 
he  answers  at  length,  polishing  off  in  the 
process  several  other  questions  you  had| 
planned  to  ask.  But  ask  him  a  question 
he  doesn't  like,  and  he  skillfully  turns  it 
aside  or  answers  something  else  maybe) 
even  more  interesting.  He  has  a  gift  for 
anecdote  and  an  awesome  memory  foi 
details  and  statistics.  He  also  loves  to 
talk  about  his  career,  and  sometimes  you) 
feel  he's  told  it  so  often  that  part  of  his 
pleasure  now  comes  from  making  a  good 
story  even  better.  Maybe  that's  why  his) 
history  seems  so  contradictory.  Much  of 
what  he  has  done  is  beyond  the  memory| 
or  anyone  living  today,  so  now  he  has  the 
not  unpleasant  task  of  perfecting  his  own 
legend." 

Given  their  subject's  historic  Russian| 
connection,  Forbes  Art  Director  Everett 
Halvorsen  and  illustrator  Marvin  Mattel- 
son  were  irresistibly  drawn  to  the  tradi-i 
tion  of  Russian  icon  painting  for  thisl 
issue's  cover.  The  border  shows  thesei 
people,  places  and  things  from  Ham- 
mer's past:  1)  Nikolai  Lenin,  2)  John  F. 
Kennedy,  3)  Soviet  pencil  concession,  4) 
Leonid  Brezhnev,  5)  oil  interests,  6)  cat- 
tle-breeding interests,  7)  Joseph  Stalin,  8) 
art  collections,  9)  Libya's  Colonel  Qad- 
dafi,  10)  more  oil  interests. 
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TODAY'S  BUSINESS 
CANNOT  AFFORD 
THE  LUXURY OF 

YESTERDAY'S 
MAILROOM. 


Sometimes  a  company  is 
so  busy  being  successful,  no 
one  has  time  to  notice  that 
the  mailroom  isn't  keeping  up  with  the  rest  of 
the  operation.  Which  can  lead  to  frustration  and 
logjams,  inefficiency  and  useless  expense. 

An  up-to-date  Pitney  Bowes  mailroom  elimi- 
nates the  problem.  This  mailroom,  for  instance, 
completely  equipped  by  Pitney  Bowes  even  to 
the  functional,  modern  furniture,  gives  you  total 
control  at  the  touch  of  a  button — the  ultimate  in 
speed,  efficiency  and  accuracy  for  all  your  letters 
and  parcels. 

The  heart  of  the  system  is  our  new,  100  per- 
cent accurate  0-70  lb.  electronic  scale.  With  the 
automatic  setting  system,  it  sets  your  postage 
meter  to  the  exact  amount — no  errors.  For  ex- 
ample, our  5600  mailing  machine  shown  here  is 


for  mail  and  our  5460  mailing  machine  is  for 
parcels.  The  system  also  includes  a  docu- 
ment printer  that  automatically  records  all 
shipping  charges  on  your  own  shipping 
forms,  and  a  complete  modular  mailroom 
furniture  arrangement. 
So  if  you're  running  a  modern  company,  call 
Pitney  Bowes.  We  have  systems  to  meet  any 
mailing  need,  large  or  small — systems  that  make 
your  mailroom  as  efficient  as  the  rest  of  your 
operation. 

For  more  information,  mail  this  coupon  or  call 
toll  free  (except  Alaska  and  Hawaii) 
800-621-5199  (in  Illinois,  800-972-5855). 


Pitney  Bowes 


Pitney  Bowes 

178!  Pacific  Street,  Stamford,  CT  06904 
Name  . 


Company/Title 
Street  


. Phone 


City 


.  State . 


-Zip. 


Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Postage  Meters, 
Mailing  Machines,  Copiers,  Dictating,  Labeling  and  Price  Marking  Systems. 
I  .  1 


MORTGAGE  MONEY: 

WHO  NEEDS  IT? 
WHERE  WILL  IT  COME 

FROM? 


You  can't  always  choose  the  best  time  to  buy  a  new  house.  The  new  job  won't 
move  closer.  The  children  won't  stop  growing.  So  you  may  find  yourself  looking 
for  mortgage  money  in  times  like  these,  when  mortgages  are  hard  to  find  and 
even  harder  to  afford. 

Mortgage  money  becomes  more  scarce  and  costly  for  many  reasons, 
but  generally  it  is  because  savings  institutions  are  not  able  to  attract  sufficient 
deposits  and  have  to  pay  more  for  the  funds  they  do  attract.  That's  why  fewer 
loans  are  being  made  and  the  requirements  are  more  stringent.  You're  ready 
to  move,  but  you're  caught  in  a  credit  crunch. 

CUSHIONING       This  has  happened  off  and  on  for  the  last  15  years.  Yet  millions  of  families  found 
THE  CREDIT  CRUNCH       tne^r  mortgage  money.  More  than  a  trillion  dollars  worth  of  new  mortgage 

loans  have  been  made  since  1965.  One  reason  is  that  there  is  a  huge  secondary 
market  for  mortgages,  a  complex  system  of  private  businesses  and  govern- 
ment agencies  which  buys  mortgages  from  the  original  lenders,  thereby  replen- 
ishing their  supply  of  money.  One  part  of  that  market  is  the  Federal  National 
Mortgage  Association,  or  Fannie  Mae,  a  shareholder-owned  corporation 
working  in  the  private  sector. 


THE  WINDOW 
THAT 
NEVER  CLOSES 


When  funds  from  other  sources  dry  up  or  are  limited,  Fannie  Mae  is  still  buy- 
ing. Unlike  banks  and  savings  and  loans,  which  usually  must  depend  on  funds 
from  local  depositors,  Fannie  Mae  can  tap  capital  markets  worldwide.  The 
money  we  borrow  is  then  "recycled,"  used  to  purchase  mortgages,  replenishing 
the  supply  available  for  new  loans. 

Since  becoming  a  private  corporation  in  1968,  Fannie  Mae  has  pur- 
chased mortgages  worth  $65  billion  representing  financing  for  close  to 
3  million  housing  units  for  moderate-  and  middle-income  families.  That  makes 
us  the  largest  single  supplier  of  funds  for  home  mortgages. 

Knowing  that  Fannie  Mae  is  always  there  has  created  a  foundation 
of  confidence  for  the  housing  industry,  providing  needed  stability  in  what  had 
been  a  boom-or-bust  business.  During  1979,  for  example,  Fannie  Mae  pur- 
chased $10.8  billion  worth  of  mortgages,  providing  financing  for  more  than 
230,000  homes. 


TOTAL  loo 
HOUSEHOLDS 
(MILLIONS)  go 

80 
70 
60 
50 
40 
30 


ESTIMATED 

NUMBER  OF  HOUSEHOLDS 

1940  TO  1980 

1  ✓ 

1      >• , 

PROJECTIONS 

_      TO  1990 

ESTIMATES  ^ 

PROJECTIONS 

1           I           l  1 

I           I  l 

1  ! 

1940 


1945 


1950 


1955 


1960 


1965 


1970 


1975       1980        1985  1990 


THE  BABY  BOOM       Regardless  of  whether  money  is  tight  or  easy,  interest  rates  high  or  low,  the 

|5       demand  for  home  financing  will  be  increasing.  The  babies  born  during  the 
um  ICCUI  IMTIMr       post-war  boom  are  ready  for  places  of  their  own.  Nearly  32  million  Americans 
nUUdCHUN  I  INb       reached  30  years  of  age  during  the  70s.  During  the  '80s,  42  million  will  reach 

this  prime  home-buying  age. 

Additional  demands  for  mortgage  funds  will  come  from  some  new 
buyers  in  the  housing  market.  Women  who  head  households,  the  elderly  and 
single  people,  for  example.  Minorities  who  had  found  opportunities  scarce 
or  non-existent  now  have  the  protection  of  the  law  to  help  them  enjoy 
homeownership. 

We  believe  that  by  always  keeping  our  window  open  in  the  secondary 
mortgage  market,  Fannie  Mae  is  also  keeping  the  door  open  to  homeownership 
for  many  Americans. 

WHAT  IS       Fannie  Mae,  the  Federal  National  Mortgage  Association,  is  a  shareholder- 
FANNIE  MAE?       owned  corporation  which  helps  meet  people's  housing  needs  by  supplying 
money  to  the  home  mortgage  industry.  We  purchase  mortgages  from  local 
lenders,  thereby  replenishing  their  funds  for  further  lending.  Federal  National 
Mortgage  Association,  3900  Wisconsin  Ave.,  N.W,  Washington,  D.C.  20016. 


FANNIE  MAE  America's  Mortgage  Resource 


Trends 


Edited  By  John  A.(  lonway 


History  repeats 

When  Nelson  Bunker  Hunt  and  his 
brother  stalled  on  meeting  margin  calls 
mi  then  vast  silver  hoard  some  100 
million  ounces,  or  a  third  ot  the  world's 
annual  production — they  made  history, 
but  it  wasn't  new  history.  More  than  .1 
century  earlier,  master  manipulator  lay 
Gould  created  similar  chaos  with  his  al- 
most-successful comer  on  gold.  Presi- 
dent Ulysses  Grant  had  to  stop  Gould 
personally.  The  Hunts  were  trapped  by 
the  Federal  Reserve  Board's  noose  on 
credit,  plus  new  rules  limiting  free- 
wheelers  on  the  metals  exchanges.  Bunk- 
er 1 1 unt  has  consistently  denied  trying  to 
corner  silver;  Gould  made  no  bones 
about  his  plans  tor  gold.  Hooking  the 
President's  brother-in-law,  a  Wall  Street 
chum,  into  his  net,  Gould  used  cham- 
pagne, cigars  and  ceaseless  persuasion  to 
keep  Grant  from  opening  the  Treasury's 
vaults  and  pouring  gold  onto  the  market, 
a  move  no  manipulator  could  match.  By 
late  September  L869,  Gould  owned  $40 
million  in  gold,  twice  the  amount  usually 
in  circulation.  Then  Mrs.  Grant  wrote 
her  brother  telling  him  to  get  out  of  gold. 
He  asked  Gould  to  bail  him  out  and  de- 
liver the  promised  $100,000  "profit." 
Could  ignored  him.  Two  days  later,  as 
gold  kept  climbing,  Crant  broke  off  his 
croquet  game  and  ordered  the  Treasury 
to  let  loose  its  specie.  As  the  Trinity 
c  hurch  bells  pealed  noon  on  that  Black 
Friday,  gold  was  160  on  the  New  York 
exchange.  When  the  echoes  died,  it  was 
138  and  tailing  fast.  Gould,  true  to  form, 
began  unloading  the  night  before  and 
was  home  and  dry.  The  other  goldbugs, 
including  even  fim  Fisk,  Gould's  old  ally, 
were  wiped  out.  The  Hunts  undoubtedly 
lust  hundreds  ot  millions  but  the  1980 
markets  weathered  the  storm  without 


Jay  Gould 

The  high-stake  games  dont  change. 


any  extraordinary  help  from  Washing- 
ton. And,  as  in  1869,  not  all  the  losers 
lost.  While  the  Hunts  kept  their  frantic 
brokers  waiting  for  margin  money,  they 
took  advantage  of  the  25-point  tempo- 
rary drop  in  th.e  stock  market  to  fatten 
their  holdings  m  Cult  Resources 
Chemical,  a  major  U.S.  silver  producer 
they  coveted. 


Viva  Italia! 

Those  little  old  winemakers  of  Italy  can 
pour  themselves  a  drink.  In  1979  their 
products  garnered  a  heady  55.2%  of  the 
imported  table  wine  market  in  the  U.S., 
according  to  Commerce  Department  fig- 
ures collected  by  the  National  Associ- 
ation ot  Beverage  Importers.  Ten  years 
ago,  Italian  imports  were3.8  million  gal- 
lons; last  year  they  were  43.2  million. 
Even  more  pleasant  for  Italy's  vineyards, 
which  have  racked  up  the  winning  num- 
bers m  the  gallonage  race  tor  several 
years,  in  1979  their  U.S.  dollar  volume 
surpassed  France's — $181.5  million  to 
$164.7  million.  The  Italians  will  savor 
those  numbers:  France  has  long  held  the 
dollar  lead,  mainly  because  French  wines 
average  3  times  the  price  of  Italian 
wines.  In  1979  France  had  16.5%  ot  the 
U.S.  import  market. 


The  empty  campus 

Before  the  decade  is  out,  a  quarter  of  the 
country's  small  private  liberal-arts  col- 
leges may  told,  according  to  projections 
by  the  government's  National  Center  for 
Educational  Statistics.  Some  forecasters 
sec  as  many  as  200  ot  the  800  four-yeai 
schools  (those  with  enrollments  under 
1,000)  closing  their  doors  during  the 
1980s.  One  reason,  savs  Marie  Eldridge, 
the  (."enter's  administrator,  is  that  the 
lower  birthrates  of  the  1960s  arc  taking 
effect  now  and  the  lower  college-age  pop- 
ulation will  affect  the  small  schools 
most.  Total  four-year  enrollment  is  ex- 
pected to  tall  from  this  year's  7.3  million 
to  less  than  6.7  million  in  1988. 


Do  car  inspections  help? 

After  studying  the  26  states  that  have 
mandatory  automobile  inspections,  a 
Virginia  economist  concludes  that  the 
whole  process  isn't  worth  a  dime,  much 
less  the  $200  million  a  year  car  owners 
spend  on  the  checkups  and  the  $2  billion 
to  $7  billion  more  they  lay  out  on  car 
repairs  dictated  by  them.  W.  Mark  Grain 
ot  v'ugmia  Polytechnic,  in  a  report  puh- 
lished  by  the  American  Enterprise  Insti- 
tute, found  that  the  mandatory  states  did 
not  have  lower  accident  rates  than  those 
without  such  programs;  that  twice-a- 
year  checks  are  no  more  effective  than 


the  once-a-year  variety;  and  that  state- 
owned  inspection  stations  arc  no  better 
than  private  ones  or,  for  that  matter, 
than  no  inspection  at  all.  The  only  win- 
ners, he  says,  are  repair  shops,  service 
stations  and  other  special  interests.  "In- 
spection regulations  weigh  most  heavily 
on  the  poor,"  he  notes,  "since  the  poor 
typically  have  older  cars."  He  did  find 
evidence  that  random  spot  checks  like 
those  m  Ohio,  California  and  eight  other 
states  may  be  more  effective.  The  big 
problem,  he  points  out,  is  that  only  1 
crackup  in  20  is  caused  by  mechanical 
failures.  Most  stem  from  human  error, 
with  rain,  snow  and  other  weather  prob- 
lems a  distant  second.  In  other  words,  as 
the  old  Detroit  wheeze  has  it,  the  nut  to 
watch  is  the  one  that  holds  the  wheel. 


Go  Texas! 

The  permanent  endowment  of  the  Uni- 
versity of  Texas  ranks  second  only  to 
Harvard's— $1.2  billion  to  $1.6  billion— 
but  in  the  next  decade  Harvard  will  have 
to  hustle  to  stay  ahead,  for  UT  expects  to 
double  its  money.  The  source?  Two  mil- 
lion acres  in  the  Permian  Basin  in  west- 
ern Texas,  one  of  the  state's  richest  oil- 
fields. UT  owns  the  land  by  virtue  of  an 
1S76  constitutional  mandate  to  establish 
"a  university  of  the  first  class,"  and 
leases  it  to  oil  and  gas  operators  in  return, 
for  a  20%  cut  of  the  revenue  (which  will 
go  to  25%  in  September).  That  should: 
come  to  a  tidy  $1  10  million  for  the  fiscal 
year  ending  Aug.  31,  1980.  The  kindest 
cut  of  all  is  UT's  exemption  from  the 
new  windfall-profits  tax,  thanks  to  the 
legislative  wheeling  and  dealing  of  two 
rexas  Democrats,  Senator  Lloyd  Bent- 
sen  and  Representative  lake  Pickle.  So 
with  decontrolled  oil  selling  tor  up  to  $40 
a  barrel,  UT  expects  at  least  $1  billion — 
possibly  $1.5  billion— over  the  next  ten 
years,  all  tree  ot  federal  hands. 


The  gift  of  tongues 

Quebec,  where  language  is  a  fighting 
word,  is  having  fresh  trouble  in  its  ertorts 
to  make  the  province  completely  bilin- 
gual in  English  and  French.  Earlier  thisj 
year,  the  Supreme  Court  of  Canada  hand- 
ed down  a  ruling  that  overturned  parts  on 
(Quebec's  French-language  charter  and 
that  some  tear  could  force  every  munici- 
pality, school  and  government  agency  inj 
the  province  to  put  out  its  decisions  in 
both  French  and  English,  retroactive  to 
1967.  Faced  with  the  monumental 
amount  of  time  and  money  that  would 
consume,  the  provincial  government 
(which  already  publishes  all  its  laws  and 
actions  in  both  languages)  has  asked  the 
court  to  clarify  its  decision  and  the  cour: 
has  consented.  The  language  crusade  has? 
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HOW  TO  PEDDLE  PIANOS  IN  PERTH. 


AUSTRALIA 

61 

Adelaide 

8 

53 

Brisbane 

7 

Canberra 

62 

Cessnock 

49 

Darwin 

89 

Frankston 

3 

Geelong 

52 

Gold  Coast 

75 

Hobart 

02 

Ipswich 

7 

Liverpool 

2 

Maitland 

49 

Melbourne 

3 

Newcastle 

49 

Penrith 

47 

Perth 

9 

Richmond 

45 

Rockhampton 

79 

Southport 

75 

Sydney 

2 

Tamworth 

67 

Toowoomba 

76 

Townsville 

77 

Wagga  Wagga 

69 

Whyalla 

86 

Williamstown 

85 

Wollongong 

42 

NEW  ZEALAND 

64 

Auckland 

9 

Chnstchurch 

3 

Dunedin 

24 

Gisborne 

79 

Hamilton 

71 

Hastings 

70 

Invercargill 

21 

Napier 

70 

Nelson 

54 

New  Plymouth 

67 

Palmerston  North 

63 

Rotorua 

73 

Tauranga 

75 

Timaru 

56 

Wanganui 

Oh 

Wplh  notnn 

4 

Whangarei 

89 

FIJI 

679 

All  Points 

* 

PAPUA 

NEW  GUINEA 

675 

All  Points 

* 

TAHITI 

689 

All  Points 

* 

JAPAN 

81 

Amagasaki 

6 

Chiba 

472 

Fukuoka 

92 

Hiroshima 

822 

Kanazawa 

762 

Kawasaki 

44 

Kitakyushu 

93 

Kobe 

78 

Kumamoto 

963 

Kyoto 

75 

Nagasaki 

958 

Nagoya 

52 

Okayama 

862 

Osaka 

6 

Sakai 

722 

Sapporo 

11 

Sendai 

222 

Tokyo 

3 

Yokohama 

45 

Yokosuka 

362 

HONG  KONG 

825 

Castle  Peak 

12 

Cheung  Chau 

5 

Clearwater  Bay 

3 

Fan  Ling 

12 

Hong  Kong 

5 

Kowloon 

3 

Kwai  Chung 

12 

Lamma 

5 

Lantau 

5 

Ma  Wan 

5 

Peng  Chau 

5 

Sek  Kong 

12 

Sha  Tin 

12 

Tai  Po 

12 

Ting  Kau 

12 

Tsun  Wan 

12 

Yeun  Long 

12 

*  No  city  codes  required 

KEEP  THESE  CODES 

DIAL  DIRECT 

If  your  business  needs  a  tune  up,  pick 
up  the  phone.  Because  a  phone  call  lets 
you  establish  harmony  that  would  take 
days  and  weeks  any  other  way. 

If  your  area  has  International  Dial- 
ing, you  could  be  in  Perth  faster  than 
you  could  practice  one  scale.  Just  dial: 

INTERNATIONAL  COUNTRY  CITY 
ACCESS  CODE        CODE  CODE 

Oil  +  61+  9  +  LOCAL  NUMBER 

You  can  do  business  for  $7.35  for  a 
3-minute  call  when  you  dial  it  yourself. 
Isn't  that  music  to  your  ears?  So  keep 
the  codes  handy  for  your  next  call. 

ALMOST  DIRECT 

Until  your  area  has  International  Dialing 
you  can  still  do  a  duet— fast!  Just  tell  the 
Operator  the  country,  city  name  and 
local  number  you  want.  On  Station 
calls  not  requiring  special  operator 
assistance,  you  get  the  same 
low  rate  as  dialing  direct. 

P.S.  Nearly  everyone  can  dia 


direct  to  most  telephones  in  Canada, 
the  Caribbean,  Alaska,  Hawaii  and  parts 
of  Mexico— just  as  you  dial  direct  to 
cities  inside  the  continental  U.S. 


(§)  Bell  System 


HANDY 


How  other  co 
can  catch  u 


Introduce  your  first  plain  paper  copier  in  1959. 
This  will  give  you  21  years'  experience  in  a  field 
(xerograpny)  that's  21  years  old. 


Offer  copiers  that  do  more  than  just  copy. 
Such  as  copiers  that  collate,  staple,  and 
even  keep  an  eye  on  themselves  to  help  keep 
operating  troubles  to  a  minimum. 


3 Develop  a  vast  research  capability  so  you 
can  come  out -with  more  innovations 
than  anyone  else.  Innovations  such  as 
9  the  first  copier  that  automatically  copies 
on  both  sides  of  a  piece  of  paper,  the  first  one  that 
reduces,  etc. 


Offer  the  largest  selection  of  copiers 
and  duplicators.  The  total  so  far  is  21 
(and  growing).  Because  the  larger  your 
(  selection,  the  better  you'll  be  able  to 

give  people  exactly  what  they  need. 


Besides  offering  more  copiers,  offei 
more  different  ways  to  pay  for  ther 
We  have  the  most  flexible  financin 
I  arrangements  in  the  business— and 
more  different  ways  to  buy  or  lease  our 
copiers  than  we  even  have  copiers. 


XEROX®  is  a  trademark  of  XEROX  CORPORATION 


Ler  companies 
with  Xerox. 


6 Build  the  largest  training  facility  in  the 
business— a  multi-million  dollar  facility 
in,  say,  Leesburg,  Virginia.  Then  train 
9  and  re-train  your  people  continuously. 
Because  one  of  the  best  ways  to  keep  your  customers 
happy  is  to  take  better  care  of  them. 


Put  together  the  largest  service  force  in 
the  business— over  13,000  people. 
Because  the  best  way  to  get  new  customers 
is  to  keep  your  current  ones  happy 


8 Maintain  a  larger  parts  inventory  and  a 
larger  parts  distribution  system  than 
anyone  else.  Because  another  good  way 
9  to  keep  your  customers  happy  is  to  take 
better  care  of  their  copiers. 


Of  course,  the  above  is  just  a  partial  listing.  You  could  do  everything  on  our  list 
and  still  not  catch  up  with  Xerox. 


But  it's  a  start. 


XEROX 


fHWTOB 
AT 

BUSINESS 


What  are  your  priorities? 
Your  career?  Your  family  life? 
Your  own  personal  growth7 

TRADEOFFS  is  the  first 
authoritative  guide  that  offers 
practical  strategies  for  balanc- 
ing your  competing  needs.  It 
shows  you  how  to  "trade  off" 
to  gain  something  more  desir- 
able, and  make  executive  life 
a  fuller  life. 

Written  by  two  eminent 
Harvard  psychiatrists  drawing 
on  numerous  case  histories, 
TRADEOFFS  explores  execu- 
tive life  the  way  Passages 
explored  the  mid-life  crisis.  It 
should  be  required  reading  for 
all  business  people. 

NAL  BOOKS. 


After  50  Years  Of 
Chemical  Research, 
Du  Pont  Still 
AppreciatesThe 
Elements  Of  Virginia. 

In  1929,  Du  Pont  entered  the  state 
of  Virginia  with  the  goal  of  producing 
protlucts  and  generating  a  profit.  And 
now.  50  years  later,  Du  Pont  continues 
to  thrive  and  expand  here  because  of 
the  special  elements  that  make  up  the 
business  climate  of  Virginia. 

Elements  like  a  state  budget  that's 
balanced.  A  fair  and  reasonable  rate 
of  taxation.  A  strongly  enforced  right 
to  work  law  and  a  large  labor  force. 

So  if  you're  looking  tor  the  best  loca- 
tion lor  your  company,  take  a"  look  at 
Du  Pont's  historyol  success  in  Virginia. 
You'll  find  that  Virginia's  formula  for 
business  is  something  any  company 
would  appreciate.  Just  contact  the 
Dhision  of  Industrial  Development, 
Richmond. Virginia  23219. 


Virginia 
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Trends 


also  complicated  the  ballot  for  an  upcom- 
ing referendum  on  a  mandate  to  negoti- 
ate with  Canada's  central  government  in 
Ottawa  over  autonomy  for  Quebec.  The 
4.2  million  voters  will  get  a  ballot  not 
only  in  French  and  English  but  also,  be- 
cause of  referendum  rules,  in  all  the 
tongues  used  by  Quebec's  36,000  Indi- 
ans— more  than  ten,  including  Inuit, 
Cree,  Abenakis,  Iroquois  and  Mohawk. 


The  job  map 

Need  work;  A  new  forecast  from  Chase 
Econometrics  pinpoints  the  hot  job  mar- 
kets for  the  next  ten  years.  Top  spots,  it 
says,  will  be  Tucson,  the  Ft.  Lauderdale- 
Hollywood  Beach  area  in  Florida,  and 
Houston,  Tex.  Also  in  the  top  ten:  Albu- 
querque, Austin  and  Beaumont,  Tex., 
Phoenix,  Tulsa  and  San  Diego.  In  the 
second-best  bracket  are  Denver-Boulder, 
Colo,  and  El  Paso,  Tex.  Five  cities  that 
the  Chase  study  gives  the  lowest  job- 
growth  potential  are  New  York,  Jersey 
City,  Wilkes-Barre  and  Scranton,  Penna. 
and  Cleveland  and  Akron,  Ohio. 


Headhunt  er report 

The  headhunters  see  signs  of  recession 
in  the  executive  suite.  Heidrick  and 
Struggles,  for  instance,  says  that  its  26- 
year-old  index  of  display  ads  for  execu- 
tive jobs  dropped  1%  in  the  first  quarter. 
All  through  1979  this  index  was  at  its 
highest  level  in  ten  years.  President  Ger- 
ald Roche  adds  that  search  assignments 
for  upper-  and  middle-rank"'  bosses  are1 
well  ahead  of  last  year  but  the  targets 
have  changed.  Last  year,  half  his  calls 
were  for  newly  created  slots;  so  far  this 
year  less  than  40%  are  in  that  category. 
Another  major  search  firm,  Korn/Ferry 
International,  says  middle-level  recruit- 
ing is  practically  at  a  standstill,  with 
heavy  manufacturing,  electronics  and! 
thrift  institutions  the  worst  off.  "When 
trouble  appears  to  be  brewing  on  thei 
corporate  horizon,"  says  Lester  Korn, 
"middle  managers  tend  to  feel  the  effects! 
first."  Demand  for  top  jobs,  however, 
particularly  for  chief  executives  and  se- 
nior financial  managers,  is  up  26%  oven 
the  first  1979  quarter.  "This  is  typical  for 
periods  of  recession,"  Korn  says.  "A  lot 
of  firms  are  looking  for  proven  leader- 
ship." And  that  kind  of  talent  is  getting; 
scarce,  according  to  Donald  Dvorak, 
head  of  Peat,  Marwick,  Mitchell's  execu-1 
tive  search  operations.  Young  managers 
are  there,  he  says,  but  industry  wants 
older,  seasoned  hands  and  "the  supply  is 
dwindling."  Why?  One  reason,  Dvorak 
thinks,  is  the  two-income  family,  whichi 
makes  men  and  women  in  top  jobs  reluc-' 
tant  to  relocate. 
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Helpfulness. 
Part  of  JAL's  Executive  Service 


*on  transpacific  flights  only 


At  Japan  Air  Lines  we  recognize 
the  special  needs  of  the  business 
traveler.  To  help  the  executive 
planning  to  do  business  in  the  Orient, 
JAL  initiated  the  Executive  Service 
Program.  It  starts  working  for  you 

the  moment  you  book. 
Even  before  the  flight  begins,  JAL 
offers  informative  handbooks  on 
doing  business  in  the  Orient.  We  also 


offer  those  all-important  bilingual 
business  cards,  Japanese  or  Chinese* 
on  one  side,  English  on  the  other. 
You'll  find  both  these  offerings 
worth  the  nominal  extra  charge 

you  pay  for  them. 
On  board,  helpful  hospitality.  An 
Executive  Service  Section  just  for  full- 
fare  passengers.  And  to  cheer  the  way, 
free  earphones  and  free  drinks.*(As 
you  might  expect,  not  applicable  to 
passengers  traveling  on  economy 

class  promotional  fares.) 
At  the  end  of  the  flight,  you'll  find 
JAL's  Executive  Hotel  Service  offers 
rooms  at  special  rates  and  a  6  p.m. 
checkout  at  major  hotels  throughout 
the  Orient.  Our  Hospitality  Desks  are 
everything  the  name  implies.  And 
JAL's  Executive  Service  Lounge  in 
Tokyo's  Imperial  Hotel  serves  as  your 
elegant  office  away  from  the  office. 
Otetsudai.  Helpfulness.  Because  we 
never  forget  how  important  you  are. 

The  way  we  are  is 
the  way  we  fly. 


UAPAN  AIR  LINES 


<5 

^°  We  received  a  call  from  a 
customer  who  was  unhappy  « ~ 
about  his  firm's  recent 
JtT  period  of  spectacular  growth"  °  1 

4«  3 

Ik" 


Spectacular  growth  can  bring  spectacular  problems. 
One  of  our  customers,  a  corporate  treasurer,  discov- 
ered that  after  acquiring  15  companies,  he  had  also 
acquired  15  different  sets  of  cash  management  prob- 
lems. For  instance,  how  could  he  make  sense  of  all 
the  payroll  accounts  from  Bemidji  to  Boca  Raton? 
How  could  he  save  incoming  checks  from  a  long  term 
in  the  postal  system  when  he  needed  them  for  short 
term  investments? 

A  detailed  study  by  our  Custom  Cash  Management 
team  helped  him  map  out  a  number  of  strategies. 
Among  other  things,  we  showed  him  how  to 
make  the  maximum  use  of  his  money  by  cen- 
tralizing his  payroll  accounts  in  New  York. 
And  by  using  centralized  mail  collection  points 


and  local  clearing  banks,  he  could  minimize  the  time 
his  incoming  checks  spent  in  transit.  Our  study  made 
the  unhappy  customer  very  happy.  After  he  reviewed 
proposals  from  10  other  banks,  he  decided  to  im- 
plement ours. 

For  a  custom  look  at  your  cash  management  prob- 
lems, contact  Bankers  Trust.  Because  if  your  problems 
/^i      1      aren't  exactly  like  ev- 
CUStOm  CaSh  erybody  else's,  your 
r  banker  shouldn't  be, 

Management  either 
BankersTrust 


Company 


Member  FDIC  ©  Bankers  Trust  Company 


FollowThrough 


The  Chairman's  chairman 

Before  they  sat  down  to  roast  duck  and 
poached  salmon  in  Prime  Minister  Mar- 
garet Thatcher's  dining  room  in  London 
fast  winter,  Chairman  Hua  Guofeng  of 
China  and  Sir  Yue-kong  Pao,  the  Hong 
Kong  shipping  lord,  had  a  private  chat, 
Forbes  reported  (Dec  24,  1979J-  The  two 
talked  of  China's  need  for  new  ships  and 
ports,-  and  Pao,  owner  of  the  biggest  and 
most  modern  independent  fleet  in  the 
world  (196  vessels,  20  million  tons  of  lift, 
average  age  only  four  years),  offered  to 
lelp  "when  the  time  is  ripe." 

True  to  form,  the  publicity-shy  Chi- 
nese made  no  waves  about  the  conversa- 
tion and  no  hard  news  followed.  But 
things  were  on  the  move.  Late  last 
tnonth,  "Y.K.,"  as  he  prefers  to  be 
mown,  was  invited  to  Peking  for  more 
talks  with  Chairman  Hua.  In  a  record 
ive  days,  Peking  and  the  expatriate 
might  who  fled  Shanghai  ahead  of  the 
Chinese  Communist  armies  in  1949 
«vere  partners  in  a  new  firm,  Internation- 
d  United  Shipping  &  Investment  Co. 
rhe  Chinese  have  made  joint  ventures 
A'ith  foreigners  before,  of  course,  but  this 
jne  has  some  new  twists.  It  is  probably 
:he  first  time  Peking  has  put  its  money 
lirectly  into  a  project  outside  its  borders, 
t  is  also  organized  differently.  Usually, 
:he  Chinese  demand  and  get  the  chair- 
manship and  majority  control.  To  team 
xp  with  Y.K.,  they  are  putting  up  only 
15%  of  the  $50  million  the  new  venture 
:alls  for;  Y.K.  will  ante  up  the  remaining 
35%  and  will  wield  the  chairman's  gavel. 


According  to  Sir  Yue-kong,  the  new 
company  is  not  restricted  to  trade  with 
China  nor  does  it  have  to  build  its  ships 
there.  When  will  it  start  buying  the  new 
vessels  (probably  bulk  carriers  or  tankers 
flying  flags  of  convenience);  "Very 
soon,"  says  the  new  chairman. 

Leftward  and  upward 

Guyana,  which  most  of  the  world  knows 
only  as  the  scene  of  the  1978  Jonestown 
massacre  that  took  900  cultists'  lives  in 
an  orgy  of  murder  and  suicide,  may  soon 
have  some  upbeat  news.  After  seven 
years  of  planning  and  frustration,  this 
Marxist-led  country's  "Upper  Mazaruni 
Project" — a  huge  1,000-megawatt  hydro- 
power  scheme  that  Forbes  called  a  "vast, 
almost  mythic  undertaking"  (June  15, 
1977)  that  might  do  for  Guyana  what  the 
transcontinental  railroad  did  for  the 
U.S. — has  taken  a  solid  step  toward  reali- 
ty. The  World  Bank,  without  whose 
blessing  no  developing  nation  could  hope 
for  anything  on  the  scale  of  the  Mazaruni 
River  plan,  has  decided  that  it  is  feasible, 
a  concept  the  international  lending  body 
had  rejected  only  a  year  ago. 

The  bank's  decision  puts  no  money  in 
Guyana's  treasury.  It  does  clear  the  way, 
however,  for  a  prospectus  to  attract  lend- 
ers and  partners  for  Upper  Mazaruni,  ex- 
plains Christopher  (Kit)  Nascimento, 
minister  of  state  for  Prime  Minister 
Forbes  Burnham.  Armed  with  "the  bro- 
chure," as  Nascimento  calls  it  in  rever- 
ent tones,  the  Georgetown  government 
can  canvass  banks,  builders  and  alumi- 


1ong  Kong  's  )  K  Pao  cind  Peking  's  Chairman  Una  Guofeng 
it  alt  started  with  the  roast  duck. 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
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Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $15  a 
year. 
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Put  Corroon*Black 
to  work  for  you. 

We'll  put  more  perks  per  dollar 
in  your  employee  benefit  program. 


Chances  are,  different  people  in  your  business  need  dif- 
ferent kinds  of  employee  benefits  to  keep  them  happy. 
Some,  just  basic  group  health,  pension  and  life 
packages.  Others  also  require  estate  planning  and 
individual  programs  as  perks.  That's  where  a 
Corroon  &  Black  checkup  can  help  you  offer  more 
without  paying  more.  Call  us  and  we'll  analyze  your 
entire  employee  benefit  package. 
We'll  help  you  start  programs  to  control  m 
costs.  Tell  you  if  your  employee 
benefits  are  on 


par  with  the  industry.  And  close  coverage  gaps  you 
may  not  even  know  existed.  It's  the  approach 
Corroon  &  Black  has  used  successfully  for  75  years— 
for  companies  of  all  sizes  around  the  world.  Today, 
we're  one  of  the  top  ten  insurance  brokers  in  the 
world— and  one  of  the  fastest  growing. 

For  a  complete  checkup,  call 
Richard  M.  Miller,  President, 
toll-free,  at  800-221-7024. 

(In  New  York,  call  collect, 
212-363-4100.) 


Corroon*Black 

Wall  Street  Plaza,  New  York,  N.Y  10005  ■  Offices  nationwide  and  worldwide 


Follow-Through 


am  manufacturers  and  users  interested 
.  the  200,000-ton  smelter  the  complet- 
I  project  is  designed  to  include. 
One  of  Guyana's  economic  disasters, 
ascimento  notes,  proved  the  clinching 
gument  in  winning  World  Bank  favor. 

1974  Guyana  spent  $9  million  for  mi- 
nted oil;  last  year,  Trinidad-Tobago,  its 
ipplier,  increased  prices  65%  and  Guy- 
la's  oil  bill  reached  SI 00  million.  That, 
•mbined  with  fluctuations  in  sugar 
ices,  has  squeezed  the  country's  for- 
gn  exchange  reserves  from  a  four- 
onth  balance  in  1975  to  under  one 
onth  today.  Growth  has  stopped  cold 
id  growth  is  the  principal  benchmark 
:ed  by  the  World  Bank  in  its  evaluation 

developing  nations.  Every  kilowatt 
nerated  on  the  Upper  Mazaruni,  how- 
er,  means  an  immediate  drop  in  Guy- 
ta's  oil  needs,  an  equation  that  brought 
e  World  Bank  around  to  a  new  view  of 
e  multibillion-dollar  project. 
Despite  the  lack  of  growth,  the  Guyan- 
e  have  been  making  headway.  In  1966, 
r  instance,  the  year  it  became  indepen- 
nt,  Guyana  imported  80%  of  its  food; 
>w  the  figure  is  20%  to  30%.  A  new 
king-financed  textile  mill  produces  all 
;  school  uniforms  and  by  1981,  the 
Liyanese  hope  to  be  self-sufficient  in 
Jth.  In  1977  Forbes  noted  that  despite 
uyana's  leftward  march — 80%  of  m- 
istry  is  government-owned— its  "so- 
ilist  brothers  have  shown  little  interest 

funding  its  internal  development." 
ace  then  the  East  Germans  have 
ipped  in  with  a  vegetable  oil  plant  and 
530  million  complex  to  repair  tractors 
d  other  machinery.  Libya  is  taking 
:e  and  forest  products  and  Iraq  is  writ- 
s' a  $30  million  no-strings  development 
an.  Both  these  OPEC  members  are  also 
lping  with  oil  deals.  The  U.S.  and  Brit- 
i  have  helped  with  roads  and  a  cereal 
ant  and  Japan  is  putting  $15  million 
to  a  joint  venture  in  Guyana's  shrimp 
dustry  (which  supplies  much  of  the 
rimp  consumed  in  the  eastern  U.S.). 
The  country  is  also  striving  to  reclaim 
ore  arable  land  through  several  large- 
ale  draining  projects  (7,000  of  Guy- 
a's  83,000  square  miles  are  water).  To 
Ister  its  population — only  750,000  in 

area  the  size  of  Idaho — Guyana  is 
so  talking  with  international  relief  or- 
nizations  about  taking  in  an  initial 
500  displaced  Meo  tribesmen  from 
iutheast  Asia. 

Upper  Mazaruni,  however,  remains 
e  big  payoff.  Guyana's  deposits  now 
count  for  85%  of  the  world's  supply  of 
lcined  bauxite;  when  and  if  the 
armed  smelter  starts  up,  it  will  produce 
higher-grade  end  product  and,  more 
lportant,  Guyana's  profits  from  its  ore 
ill  increase  fourfold. 
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Robertshaw's 
air  capsule 
provides  safety 
for  EPA  specialist 
to  work  through 
contaminated  cloud, 


Checking  the  area  surrounding  a  planned  chlorine  disposal  after  a  tank 
car  derailed,  an  Environmental  Protection  Agency  expert  discovered  an 
access  road  accidentally  left  open.  Always  ready,  his  Robertshaw  Air 
Capsule  provided  comfortable  breathing  air  and  360°  vision  while  he 
worked  through  a  chlorine-ammonia-phenol  atmosphere  to  fully  secure 
the  area. 

This  Robertshaw  breathing  device  is  a  personal  "escape  hatch"  that 
can  be  put  on  in  10  seconds.  It's  one  of  a  life  safety  group  among  the 
10,000  different  control  products  from  Robertshaw.  For  details,  con- 
tact Robertshaw  Controls  Company, 
Dept.  LSPMF,  P.O.  Box  26544,  Rich- 
mond.VA  23261  Or  call  804/281-0700. 
Exports: call  Robertshaw  International 
Operations,  804/285-4161. 


The  Energy  Control  Company 


What 
would  you 
rather  do 
than  read 
another 
annual 
report? 


L 


If  you  find  reading  most 
corporate  growth  stories 
punishing,  we  think 
you'll  find  the  MAPCO 
1979  Annual  Report  a 
pleasant  change.  You  can 
read  about  our  string  of  19 
consecutive  years  of  growth 
in  sales  and  profits,  and  our 
consistent  record  of  dividend 
increases.  You  can  also 
evaluate  MAPCO's  profitable 
diversification  in  the  energy 
business,  and  read  about  the 
people  who  made  it  happen. 

For  an  interesting  look  at 
MAPCO's  growth,  write  for 
our  Annual  Report. 


■U  MAPCO 


Depl   P.  1800  S  Baltimore  Ave. 
rulsa,  Oklahoma  741 19 
SYMBOL.  MDA  •  NYSR  •  MWSt 


INC. 
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Readers  Say 


The  Ford  editorial 


Gerald  K  Ford 


Sir:  So  "Now  only  Ford  can  save  the 
GOP."  Says  who-  Last  time  I  voted, 
Dick  Gregory  got  my  write-in  vote.  If  I 
can  go  for  Reagan,  so  can  you. 

— Art  Closer 
Breckst  i/le.  Ohio 

Sir:  Your  editorial  was  unbelievably 
timed.  Cancel  my  subscription. 

— R.G.  KUck 
1m  Jolla,  Calif. 

Sir:  You  pushed  George  Bush  and  tried 
to  bring  Gerald  Ford  out  of  mothballs. 
The  American  people  are  tired  of  busi- 
ness as  usual  in  Washington,  D.C.  The 
only  thing  on  the  horizon  that  can  begin 
to  stem  the  tide  is  Ronald  Reagan. 
— Lyle  Hagaman 
Wbyntori  Beach,  Flu. 

Sir:  Ford  had  his  chance  in  1976,  but  he 
lost.  The  Goldwater  argument  is  spuri- 
ous; Reagan  does  not  look,  sound  or  act 
like  Barry  Goldwater.  Goldwater  didn't 


lose  because  he  was  conservative;  he  lost 
because  he  allowed  himself  to  be  painted 
as  a  warmonger. 

—William  B  DePassJr, 
Columbia,  S  C. 

Sir:  If  your  business  judgment  was  as 
untimely  as  your  political  judgment,  your 
magazine  might  as  well  close  shop. 
— Robert  11  Byrne 
Santa  Barbara.  Calif 

Sir:  President  Ford  drove  the  last  infla- 
tion binge  down.  He  has  the  experience, 
integrity  and  guts  to  do  the  job. 

— Samuel  M  Fetton 
Evanston,  III 

Sir:  You  Easterners  should  take  your 
heads  out  of  the  sand. 

— Sherman  Smith 
Mission  Viejo,  Calif. 

Sir:  We  should  add  Ford  to  the  ticket — as 
Vice  President. 

— Larry  W.  Nelson 
Anchorage,  Alaska 

Sir:  We  need  a  president  like  Ford  was. 
He  is  the  only  man  who  can  beat  the  "do 
nothing"  president  we  have  now. 

— Richard  N  Bloomberg 
Fdllbropk,  Calif 


Full  understanding 

Sir:  While  reading  with  concentration 
your  great  article  entitled  "If  Islam  had 
saints,  Sadat  would  be  foremost"  (Fact 
and  Comment,  Jan.  21),  I  could  perceive 
what  a  courageous  writer  you  are,  for 
your  bold  comments  and  full  understand- 
ing of  world  events.  Your  assessment  of 
the  tensions  that  occur  in  some  Islamic 
countries  and  the  dangers  surrounding 
them  can  throw  light  on  the  true  situa- 
tions affecting  our  world  today. 
— Mohamed  Anwar  El  Scuiat 
President, 

Arab  Republic  of  Egypt 
Cairo,  Egypt 


Killing  the  patient 

Sir:  Re  "Wrong  Cures  For  Inflation"  f/-i/t7 
and  Comment,  Mar  31 ).  President  Carter's 
prescription  for  "symptoms  instead  of 
causes"  has  just  killed  one  of  his  biggest 
patients,  the  U.S.  housing  industry. 
— Madlyn  A.  Fox 
Framingham,  Mass 

Sir:  You  compared  inflation  to  the  com- 
mon cold.  One  thing  about  the  cold.  Doc- 


tors agree  you  should  treat  the  symp 
toms.  This  may  not  get  at  the  cause,  bu 
it  makes  you  feel  better.  So  let's  treat  th< 
inflation  symptoms.  As  a  retiree  wit!) 
my  savings  being  swallowed  by  inflation 
I  say  let's  put  a  lid  on  wages  and  price: 
until  something  better  comes  along. 

Otherwise,  I  may  have  to  take  a  helll 
uva  lot  more  than  two  aspirin. 
— Stephen  M  Mason 
Berwyn,  Penna 

Sir:  The  situation  of  the  U.S.  and  Turkey 
in  regard  to  high  taxes  was  fairly  weli 
described  in  the  13th  century  by  thfl 
Turkish  teacher,  Nasreddin  Hoja: 

"During  a  hard  winter,  Hoja 
wondered  if  he  could  condition 
his  donkey  tohunger  by  gradually 
decreasing  the  animal's  food  ra- 
tion by  a  handful  of  oats  each  day. 
Finally,  a  few  days  after  all  the 
oats  were  stopped,  the  donkey 
died.  'What  a  pity,'  said  Hoja. 
'His  life  was  cut  short  just  as  he 
was  getting  used  to  hunger.'  " 
Pay  heed,  Turkey  and  U.S.,  your  taxes 
are  starving  our  economies. 
— Michael  E.  Richards 
Presidio  of  Monterey,  Calif 


St.  Eliot 

Sir:  I  welcome  your  courageous  effort) 
("Right  yes,  omniscient  no,"  Mar  31)  td 
correct  the  various  misimpressions  youii 
references  to  me  have  created  over  the 
years.  Your  article  admits  that  Forbes 
has  distorted  my  views  in  the  past;  it  has 
done  so  again,  this  time  only  with  some 
of  them.  Yours  for  smuggling  ethics  into 
journalism, 
— Eliot  Janeway 
President, 

Janeway  Publishing  &  Research  Corp. 
New  York,  N.Y. 

When  I  interviewed  Mr  Janeway.  I  didn't 
realize  I  was  dealing  with  the  world's  only 
infallible  man — Allan  Sloan 


What's  worth  keeping? 

Sir:  You  quoted  the  director  of  the 
Worldwatch   Institute:    "People's  life- 
styles are  going  to  have  to  change. 
.  .  .  The  throwaway  society's  days  are| 
numbered"  (Other  Comments.   Mar  3) 
When  are  we  again  going  to  be  manufac- 
turing or  producing  something  that's 
worth  keeping? 
— 6  Michael  Davis 
New  Orleans,  La. 
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THE  ONLY  12  \ 


12  years.  That's  how  long 
this  Canadian  whisky  takes. 

12  years  to  allow  a  blend  of 
the  finest  whiskies  to  marry  per- 
fectly. To  achieve  an  unrivaled 
smoothness.  And  an  absolutely 
remarkable  richness  of  taste. 

Grand  Award.  No  other 
Canadian  whisky  tastes  like  it. 

No  other  is  presented  at 
90.4  proof. 

And  in  the  tradition  of  items 
of  rare  and  exceptional  quality, 
only  a  limited  amount  of  Grand 
Award  is  available  each  year. 


\c)1979  GRAND  AWARD-12  Years  Old.  90.4  Proof.  Imported  in  the  bottle  from  Canada  by  Hiram  Walk 


That  curlicue  you  see 
close  up  at  the  left  is  our 
new  Super-Power  FM 
Broadcast  Antenna. 

Four-hundred  percent 
more  powerful  than  old- 
time  antennas,  this  copper-based  innova- 
tion gives  broadcasters  a  lot  more  range, 
precision  and  clarity  for  their  antenna  dol- 
lars. Good  news  in  these  days  of  inflation. 

Helping  broadcasters  get  on  the  air  are 
many  Phelps  Dodge  products.  Including 


building  wire  and  power  cable  for  electric 
power.  Telephone  cable  for  communica- 
tions. Magnet  wire  for  coils,  relays  and 
motors.  And  copper  castings  and  shapes  for 
electronic  components. 

All  in  all,  each  year,  we  transform  about 
a  billion  pounds  of  copper  into  innovative 
and  useful  products  for  the  broadcasting 
industry  and  others.  That's  because  people 
who  depend  on  copper  depend  on  us. 
Phelps  Dodge — the  time-tested  name  in 
copper. 


The  copper  people  from 
Phelps  Dodge 


HUBINGER. 

HJHanzs  sweethateffi 


Financial  Highlights 

(millions  of  dollars  except 
per  share  amounts) 


There's  a  sweet 
change  in  America.  More 
and  more,  sugar  is  giving 
way  to  natural  corn 
sweeteners.  It's  happen- 
ing in  soft  drinks,  cakes, 
cereals  and  sauces. 

The  Hubinger 
Company,  a  Heinz  subsidiary,  is  an 
industry  leader  in  fructose  sweetener 
application  for  soft  drinks. 

But  Hubinger  represents  just 
one  part  of  Heinz's  recipe  for  growth. 
Other  basic  ingredients:  Star-Kist, 
makers  of  Star-Kist  Tuna 
and  9-Lives  Cat  Food,  it  v ^ 
Ore-Ida,  America's  ^ 
largest  marketer  of 
retail  frozen  potato 
products  and  a  leader 
in  new,  non-potato 
products,  too. 
Weight  Watchers 
International, 
with  its  unique 
approach  to 
weight  control, 
and  Foodways 
National  and 
Camargo  Foods, 
both  makers  and 
distributors  of 


Three  Months  Ended 
Jan.  30,     Jan.  31. 
1980  1979* 


Nine  Months  Ended 
Jan.  30.      Jan.  31. 
1980  1979* 


Sales  S703.6  S566.7  +24.1%  S2.070.5  Sl.722.7  -20.2% 

Operating  Income  67.4  45.2  +49.0  185.5  128.8  +44.1 

Net  Income  22.0  21.2  +  3.8  103.5**  64.0  ^  61.8 
Per  Common  Share  Amounts: 

Net  Income  .94  .91  +  3.3  4.52**  2.76  1 63.8 

Net  Income  (fully  diluted)  .93  .90  +  3.3  4.35**  2.69  +61.7 

Dividends  .55  .50  +10.0  1.60  1.35  +18.5 

*  As  restated  "Includes  effect  of  I '  K.  rax  forgiveness  in  1st  quarter.  FY  1980  of  S1V  4  million  or  87'  a  share  (primary!  and  82c  a  share  {fully  diluti 

Ticker  symbol:  HNZ.  For  copies  of  the  latest  financial  reports,  write:  H.J.  Heinz  Company. 

Corporate  Public  Relations.  Dept.  FB.  Box  57.  Pittsburgh.  Pa.  15230. 

convenience  foods  under 
the  Weight  Watchers  label. 

Add,  of  course,  all  the 
well-known  products  around 
the  world  that  Heinz  markets 
under  its  own  name. 

It's  a  recipe  for  growth 
that  has  benefited  Heinz 
shareholders.  Fact 
their  dividend 
has  more  than 
doubled 
since  1977. 
Our  current 
financial 
results,  shown 
above,  point 
to  our  ability  to 
continue  sucn 
growth. 
For  HJ.  Heinz 
shareholders, 
that's  sweet  news 
indeed,  w/im 

©  1980  H)  Heinz  Co 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


REMEMBER  WHEN  CONSUMER  SPENDING  ACCOUNTED  FOR  PROSPERITY? 

It  was  only  yesterday.  The  important  thing  to  remember  now,  though,  is  that  it  was  yesterday. 

IF  THIS  IS  "MIDDLE  RANGE" 

no  wonder  housing  is  on  its — er — backside.  In  discussing  Francisco  are  described  as  strong  at  the  higher  price  levels, 
ising's  plunge  the  New  York  Times  recently  reported  that  though  weakening  in  the  middle  range  of  $125, 000  to  $200,000." 
ising  starts  in  "southern  California  and  the  Bay  Area  of  San       Yes,  you  read  it  right. 

THAT  WAS  ONE  MIGHTY  SHREWD  MOVE  VOLCKER  MADE 


en  he  told  the  banks  to  limit  their  loan  growth  to  a  6%- 
?%  range  and  to  make  blamed  sure  these  loans  were 
)ninflationary." 

»y  not  defining  the  term,  by  not  issuing  an  arm's-length 
rth  of  specific  no-nos,  he  put  the  responsibility  (or  the  onus, 
:he  case  may  be)  on  the  bankers. 


Volcker  thinks  most  bankers  know  the  difference  and  under- 
stand the  directive's  intention. 

In  case  he  has  overestimated  bankers'  perspicacity  in  this 
regard,  our  Federal  unReserved  Pope  Paul  will  be  hearing — on  a 
regular,  mandatory  basis — bank-loan  confessions.  Woe  betide 
any  sinners  among  our  ever-poorer  money  changers. 


TRYING  TO  TURN  SILVER  INTO  GOLD 


ted  the  Flunts  from  both.  To  the  glee  of  ever-ready  mora- 
ls, the  Hunts'  greed  o'erleapt  itself  and  fell  on  the  other  side 
inks,  Shakespeare). 

rhere  is  an  eternal  truth  that,  hopefully,  this  whole  episode 
linds  us  of  anew— 

GERMAN  CHANCELLOR  SCHMIDT  AND 

n  the  midst  of  our  own  presidential  primary  fracases,  we 
eived  visits  from  the  two  German  candidates  for  chancellor, 
Imut  Schmidt,  incumbent  Social  Democrat  and — within 
hours  of  his  departure — his  challenger 
from  the  Christian  Democratic  Union, 
Franz  Joseph  Strauss.  After  talking  with 
them  and  being  talked  to  by  them  at  a 
couple  of  off-the-record,  as  well  as  on-the- 
record,  luncheons  and  dinners,  very  dis- 
tinct impressions  emerged. 

Chancellor  Schmidt  comes  across  as 
smart,  tough,  hard.  He's  very  likely  to  get 


When  the  price  of  anything  goes  ape,  sales  always  sink  as 
substitutes  spring  up  and  doing  without  sets  in — something 
about  an  old-fashioned,  too  often  out-of-fashion  thing  called 
the  operation  of  a  free  marketplace. 

OPECers,  take  note. 

HIS  BAVARIAN  CHALLENGER  STRAUSS 

the  job  again  after  the  Bundestag  elections  this  October.  He 
cloaks  only  slightly  his  disdain  for  the  contradictions  as  well  as 
the  sudden  variations  in  temperature  of  Carter's  foreign  policies. 
He  expresses  condescending  dubiousness 
over  the  Administration's  efforts  to  cope 
with  inflation,  dubbing  them  "naive." 

Schmidt's  problem  is  the  power  of  the 
Left  in  his  party  and  the  resultant  heavy 
pressure  to  maintain  the  policy  of  detente 
with  Russia.  As  John  Vinocur  reported  in 
the  New  York  Times,  "An  American  who 
listened  to  the  chancellor  talk  privately  for  Strauss 
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more  than  an  hour  last  week  turned  afterward  to  another 
American  who  is  involved  daily  in  West  German  affairs.  "  'Did  I 
get  it  right? '  he  asked.  'The  Germans  are  happy  to  be  protected  by 
us,  but  they  don't  want  any  new  risks  or  trouble.'  '■' 

Franz  Joseph  Strauss,  on  the  other  hand,  expresses  101% 
conviction  that  Germany's  present  and  future  security,  as  has 
its  past  recovery  and  security,  depends  on  the  closest  possible 
cooperation  with  the  U.S.  The  Schmidt  government,  he  feels, 
is  jeopardizing  the  U.S.  rapport  so  vital  to  Germany.  "If  there 


were  Olympic  medals  for  foreign-policy  slalom,  the  gold  oni 
would  go  to  Mr.  Schmidt,"  he  cracked. 

He  sees  the  Russian  military  threat  growing  and  shares  oui 
deep  alarm  about  their  Afghan  takeover.  He  told  me  that  i 
Schmidt  should  be  renamed  chancellor,  "He'll  be  out  in  lesi 
than  24  months  and  the  left,  pro-Soviet  friendship  wing  of  hn 
party  will  take  power." 

Very,  very  different  men;  very,  very  different  mentalitiesi 
these  two. 


THE  DESERT  IS  WINNING 

It's  Man  (here's  a  case  where  even  the  most  chauvinistic 
wouldn't  mind  including  women,  too),  not  Nature,  who's  open- 
ing up  the  floodgates  of  sand  that  are  relentlessly  taking  over 
more  and  more  of  earth's  land. 

We  may  be  able  to  SALT  away  the  threat  of  atomic  catastro- 
phe, but  little  grains  of  grit  silently  threaten  many  lives,  and 
life  as  we  now  know  it. 

The  whole  thing  is  scarifyingly  set  forth  in  the  November 
1979  National  Geographic,  and  I  recommend  you  read  it. 

Green  disappears  from  a  thorn  tree  as  a  herdsman  lowers  its  branches 
to  feed  his  goats  in  Upper  Volta  (picture  at  top,  left).  In  the  same 
country  an  overgrazed  moonscape  lies  to  the  left  of  a  ranch's  protec- 
tive fence  (right).  ...  To  find  a  day's  ration  of  firewood  is  often  an  all- 
day  task  in  Mauritania,  where  a  boy  hacks  at  scant  shrubbery  (left). 

Photographs  by  George  Gerster 

RESTAURANTS — GO, 

«  Tre  Scalini— 230  East  58th  St.  (Tel:  688-6888).  New. 
star(s)  in  the  firmament.  Not  since  Parioli  Romanissimo  has 
there  been  such  a  New  York  Italian  achievement.  The paglia  e 
fieno!  Abbacchio!  Tartufo! — Magnifico!  Splendido! 

«  6  The  Palm— 837  Second  Ave.  (Tel:  687-2953).  Bar- 
num  in  his  heyday  never  hoaxed  as  many  New  Yorkers  as  The 
Palm  does  in  our  day.  The  invariable  "20-to-30-minute"  wait  is 
invariably  45  minutes  or  more — an  incredible  shoving  match 
to  get  drinks  that  the  rushing  waiters  and  other  waiting  thirsty 
usually  dispose  of  before  you  get  a  chance  to.  Their  steaks  are 
often  good,  but  the  lobsters — with  claws  the  size  of  Arnold 
Schwarzenegger's  forearms — are  as  glazed  and  tough  as  most  of 
the  customers.  The  Palm  is  a  joint  for  sadists  to  entertain 
masochists. 

#  La  Louisiana— 132  Lexington  Ave.  (Tel:  686-3959).  Un- 
pretentious in  location  and  decor  and  price,  but  its  creative, 
delicious  dishes  are  approximately  a  thousand  times  better 
than  countless  thousands  of  New  York's  restaurants.  If  this  is 
Creole  cooking,  I  can't  imagine  why  anybody  would  leave 
Louisiana.  If  you  can  get  in,  do. 

Ambrosia— 115  East  60th  St.  (Tel:  838-6662).  What's  on 
the  plate  and  on  the  chairs  is  considerably  more  chic  than 
most  of  the  Bloomingdale-area  restaurants. 

»  Chanterelle  -89  Grand  St.  (Tel:  966-6960).  Absolutely 
first  rate,  unmundane  dishes  in  a  plain-elegant  setting  deep  in 
Soho.  What  they  do  with  a  lobster  and  nouvelle-ishly  cooked 
vegetables  has  to  be  tasted  to  be  believed.  Make  the  trip. 


,STOP 

#  Fortune  Garden— 1160  Third  Ave.  (Tel:  744-1212).  Oi 
three  separate  occasions,  three  eminences  cited  to  me  Fortura 
Garden  as  being  at  the  top  of  their  New  York  Chinese  restau 
rant  list — Craig  Claiborne,  Gael  Greene  and  that  dean  of  Nev 
York  radio  talk  shows,  WMCA's  Barry  Gray.  Surpnse!- 
they're  right. 

#  La  Tulipe— 104  West  13th  St.  (Tel:  691-8860).  On 
might  expect  that  when  a  former  editor  of  Gourmet  and  he 
husband  open  a  restaurant  that  it  would  be  good.  This  decorou 
Village  oasis  is  very,  very  good.  Sally  Darr,  aided  by  a  sous-che 
and  two  others  in  the  kitchen,  limits  her  entrees  to  five,  he 
desserts  to  a  half  dozen  and  does  them  superbly. 

#  O'Henry's  Steakhouse— 345  Sixth  Ave.  (Tel:  242 
2000).  The  most  attractive,  gas-lamped  steak  house  setting  it 
the  Village — and  if  there's  a  worse  steak  place  in  NYC  fo 
cooking,  taste  and  lack  of  value,  I  haven't  come  across  it. 

lout  Va  Bien— 311  West  51st  St.  (Tel:  265-0190).  In  thi 
theater  district  west,  a  restaurant  that's  not  awful  is  hard  t< 
find,  but  this  one  is  an  exception.  It's  good  as  well  as  conve 
nient.  Straightforward  bistro  French  with  standout  pommei 
frites. 

%  Soho  Robata— 143  Spring  St.  (Tel:  431-3993).  Robot  a  I 
Japanese  means  open-hearth  cooking.  It's  fascinating  to  watcl 
the  deft,  artful  way  the  chefs  put  together  the  sparkling  fresl 
cool  vegetables,  meats,  chicken,  fish,  et  al.  Eons  up  on  th 
Benihana  hot  table  bit.  Nearer  to  4  stars  than  any  Japanes* 
restaurant  I  know. 
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CHARLES  KURALT 
DATELINE  AMERICA 


Dateline  America 

Kuralt  (Harcourt  Brace  Jovano- 
vich,  Inc.,  $10.95).  The  famed 
CBS  News  correspondent's  fas- 
cinating ramble  through  small- 
town America  with  sharp  and 
humorous  comments  by  and 
3ut  the  Quintessentials  who  live  there. 

cerpts:  Beware  the  tidy  dresser.  Neatness  marks  a  man 
lose  emphasis  is  on  all  the  wrong  things.  The  political 
ison  will  soon  be  upon  us.  I  am  looking  at  the  candidates' 
>thes,  not  their  voting  records,  and  hoping  for  a  wrinkled 
icoln.  .  .  .  Goodland,  Kansas.  The  summer  motorist,  head- 
west,  would  be  well  advised  to  stock  up  on  peanut  butter 
ldwiches  before  leaving  Kansas  City,  for  there  is  nothing  to 
until  one  reaches  Denver.  Before  you  cross  the  Missouri 
>er,  pack  a  lunch. 


BOOKS 

by  Charles  The  View  in  Winter — by  Ronald  Blythe 
(Harcourt  Brace  Jovanovich,  Inc.,  $12.95). 
An  extraordinary  book  of  observations  on 
old  age  filled  with  moving  nuggets  of 
thought  by  those  who  are.  When  I'd  fin- 
ished marking  memorable  passages,  they 
included  almost  half  of  the  book. 


THE  AUTHOR  OF 

AKEN  FIELD 

NOW  DESCRIBES 

■review 

M  WINTER 


Ronald  Blythe 


Excerpts:  The  very  old  are  often  as 
tolerant  as  the  young.  The  young 
haven't  yet  adopted  certain  formal  codes,  and  the  very  old 
have  seen  through  them  or  no  longer  need  them.  .  .  .  Old  age 
is  not  an  emancipation  from  desire  for  most  of  us;  that  is  a 
large  part  of  its  tragedy.  .  .  .  The  reason  that  old  age  was 
venerated  in  the  past  was  that  it  was  extraordinary. 
.  .  .  Looking  after  yourself  takes  a  lot  of  time  when  you  are 
old.  .  .  .  One  of  the  ways  to  avoid  the  old  people's  home  is  to 
learn  how  to  stay  in  our  own  homes. 


WHAT  HAVOC  THIS  DEFINITION  WOULD  WREAK! 


Whatever  would  tens  of  thousands  of  wait-ers  and  all  those 
lers  awaiting  their  break  answer  to  that  constant  question, 
mat  do  you  do?"  if  the  U.S.S.R.'s  definition  of  what  consti- 
es  an  actor  should  prevail? 

>aid  Ms.  Margarita  Mikaelyan,  the  director  of  the  Moscow 

THOSE  WHO  LIVE  TO  EAT 

are  at  least  making  the  most  of  one  necessity. 


Satire  Theater,  in  New  York  recently:  "In  the  Soviet  Union  if 
you  are  not  working  as  an  actor,  you  are  not  an  actor." 

Obviously,  Ms.  Mikaelyan  has  never  met  any  politicians, 
many  businessmen — or  those  serving  in  New  York  or  Califor- 
nia restaurants  and  shops. 

TO  CUT  THE  CHEESE 

requires  a  sharp  edge. 


By  M.S.  Forbes  Jr. 


Most  economists  are  still  predicting 
that  the  U.S.  economic  downturn  will 
be  mild.  Such  a  consensus  almost 
guarantees  that  it  will  be  no  such 
thing. 

The  buying  power  of  the  consumer 
is  rapidly  wearing  away.  Not  only  will 
his  real,  aftertax  income  continue  to 
decline,  but  so  will  his  ability  to  bor- 
row money.  The  Federal  Reserve 
Board  is  finally  turning  off  the  mone- 
tary faucets. 

Psychologically,  the  consumer  is 
feeling  less  well  off  with  the  realiza- 
tion that  his  house  is  falling  rather 
than  appreciating  in  value  and  can 
no  longer  be  used  as  a  vehicle  for 
borrowing.  People  had  been  using  a 
large  chunk  of  mortgage  money,  not 
for  new  housing  but  for  other  ex- 
penditures such  as  vacations,  furni- 
ture, tuition.  Mortgage  money  has 
dried  up.  What  credit  is  still  avail- 
able in  the  commercial  banking  sys- 
tem will  go  largely  to  finance  bal- 
looning government  deficits,  to  bail- 
ing out  limping  saving  and  loan 
companies  and  to  relieving  the  now 


HARD  TIMES  ARE  A'COMIN' 

beleaguered  life  insurance  industry. 

In  addition  to  heavy  consumer  bor- 
rowing, a  mainstay  of  the  economy 
has  been  the  growth  in  new  jobs. 
While  the  average  person's  income 
has  been  declining  since  1978,  the 
number  of  jobs  in  the  economy  has 
increased  by  more  than  2  million  dur- 
ing that  time. 

That  trend  will  soon  be  reversed. 
About  80%  of  the  new  jobs  created  in 
the  private  sector  come  from  compa- 
nies employing  less  than  50  people, 
the  very  firms  that  will  be  hardest  hit 
by  the  credit  crunch. 

HOLD  ON 

If  you  don't  have  to  sell  stocks, 
don't.  The  next  few  months  will  be 
tough;  stocks  might  well  go  lower. 
But  it  is  foolish  to  try  to  pick  the 
bottom;  you'll  only  miss  it. 

fust  three  rimes  in  the  past  half 
century— 1932,  1949  and  1974— have 
stocks  been  as  cheap  as  they  are  to- 
day. After  each  of  these  bottoms, 
stocks  rose  dramatically.  They  qua- 
drupled in  four  years  after  1932.  They 
surged  more  than  500%  in  the  two 
decades  following   1949,  and  most 


stocks  doubled  within  15  months  of 
1974's  nadir. 

One  useful  yardstick  is  the  market- 
value  of  all  Big  Board  equities  as  a 
proportion  of  gross  national  product. 
At  the  height  of  the  1960s  bull  mar- 
ket, for  example,  New  York  Stock  Ex- 
change market  value  was  80%  of 
GNP  Today  that  number  is  under 
40%,  just  about  where  it  was  in  1932 
and  1974. 

Book  value  compared  to  market  val- 
ue shows  the  same  pattern.  Usually 
stocks  sell  well  above  book.  But  in 
1949,  book  value  was  95%  of  market 
value,-  in  1974,  88%.  At  year-end 
1979,  it  was  about  83%. 

Price/earnings  ratios,  another  mea- 
sure of  value,  are  lower  today  than 
they  were  in  1974  and  1949. 

When  will  the  market  turn?  Prob- 
ably not  until  November  with  the 
election  of  Ronald  Reagan.  By  sum- 
mer the  recession  will  be  obvious 
even  to  economists.  Although  the 
economic  recovery  won't  likely  get 
under  way  until  mid- 1981,  the  stock 
market  will  be  anticipating  saner  eco- 
nomic policies  before  then — and  will 
respond  accordingly. 
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Other  Comments 

Often  comments  b\  others  stimulate,  irritate, 
abuse  or  amuse  this  editor's  minci.-MSF 


Deficit  Difference 

A  deficit  resulting  from  a  tax  cut  and  a 
deficit  resulting  from  increased  govern- 
ment spending  can  be  two  quite  different 
economic  phenomena,  even  if  they  re- 
sult in  an  identical  number.  It  is  the 
difference  between  a  young  man  incur- 
ring debt  because  he  is  living  beyond  his 
means  and  a  young  man  who  incurs  the 
identical  debt  in  order  to  go  to  medical 
school. 

— Professor  Irving  Kristol, 
New  York  University  School  of  Business 

Anybody  Home 
in  the  Pentagon? 

Shortages  of  spare  parts  needed  to  keep 
U.S.  fighter  planes  in  service  have  be- 
come so  acute  that  some  Air  Force  per- 
sonnel have  resorted  to  using  their  own 
money  to  buy  parts  at  local  electronic 
supply  outlets. 

— U.S.  News     World  Report 

No-Ears  Waiters 

When  persons  with  whom  he  wished 
to  have  a  free  and  unrestrained  conversa- 
tion dined  with  Thomas  Jefferson,  the 
number  at  his  table  never  exceeded  four, 
and  by  each  individual  was  placed  a 
dumb  waiter,  containing  every  thing 
that  might  be  wanted  during  the  process 
of  the  dinner,  so  as  entirely  to  dispense 
with  the  attendance  of  servants,  it  being 
his  opinion  that  much  of  the  social,  and 
even  public,  discord  that  existed  in  soci- 
ety was  produced  by  the  mutilated  and 
misrepresented  conversations,  repeated 
by  these  mute,  but  attentive  listeners. 

— Godey's  Lady's  Book, 
quoted  in  Antiques 

Social  Injustice 

Clearly  actuated  again  by  painful  per- 
sonal experience,  Gauguin  with  equal 
fervour  condemned  another  gross  social 
injustice,  in  these  terms:  "If,  then,  this 
institution  of  marriage,  which  is  no 
more  than  a  sale,  is  declared  to  be  the 
only  recognized  moral  means  of  sexual 
union,  it  follows  that  morality  is  ex- 
cluded in  the  case  of  those  who  have  no 
wish  to,  or  who  cannot,  marry.  For  love, 
for  wholesome  emotion,  there  is  no  long- 
er any  room.  .  .  .  Treated  thus,  the  wom- 
an descends  into  servility,  condemned  to 
marry,  fortune  permitting,  or  else  to  re- 
main a  virgin,  that  unwholesome  and 
unnatural  monstrosity  so  contrary  to  na- 
ture and  so  repugnant  to  true  sentiment, 


which  is  love.  ...  If  ever  a  society  was 
cruel  and  barbarous,  surely  it  is  modern 
society;  this  hypocritical  society  which 
in  the  name  of  Christian  morality  thus 
orders  the  fate  of  women  and  causes  so 
much  suffering." 

— Gauguin  in  the  South  Seas, 
by  Bengt  Danielsson 

A  Base  for  Words 

I  have  always  felt  the  Soviets  paid 
more  attention  to  what  we  do  than  to 
what  we  say.  We  have  to  establish  a 
presence  on  the  ground  in  critical  areas 
like  the  Persian  Gulf.  Only  then  will  the 
Soviets  recognize  that  we  are  serious  in 
our  determination  to  defend  such  areas. 

— Malcolm  Toon,  former  U.S. 

Ambassador  to  Russia,  Business  Week 

Solutions  Anyone? 

Nuclear  power  is  a  technical  solution 
but  not  a  political  one;  solar  power  is  a 
political  solution  but  not  a  technical  one. 

— The  London  Economist 

Unvarnished  News 

[ames  T.  Aubrey  was  appalled  at  the 
importance  that  CBS  attached  to  the  po- 
litical conventions,  not  realizing  that  in 
addition  to  pleasing  Wall  Street  and 
Madison  Avenue,  it  was  important  to 
please  Pennsylvania  Avenue  as  well.  He 
stomped  out  of  the  1964  Republican  con- 
vention after  two  days,  telling  David 
Susskind,  one  of  his  friends  in  those 


days,  "This  damn  thing  is  going  to  cos| 
us  ten  million  dollars.  Who  wants  to  lisi 
ten  to  news?  ...  If  I  had  my  way  we'<| 
have  some  guy  come  on  at  11  a.m.  an<) 
say,  'The  following  six  men  made  horses) 
asses  of  themselves  at  the  Republican 
convention,'  and  then  he'd  give  the  sbi 
names  and  that  would  be  it." 

— The  Powers  That  Be 
by  David  Halberstam 


The  freedom  to  live  untied  to 
others,  however  desired  that 
freedom  may  be,  is  hard  on 
men  and  hard  on  children  and 
hardest  of  all  on  women. 

-New  York  Times  Book  Review 


Credit  vs.  Gold 

Credit  is  the  larger  part  of  the  whole 
structure  in  finance.  Before  the  revolu- 
tion, Russia  was  one  of  the  wealthiest 
countries  in  the  world.  Then  the  Sovi- 
ets thought  they  would  grab  this 
wealth,  and  they  destroyed  the  struc- 
ture of  credit,  and  found  only  the  dregs 
of  gold.  The  wealth  had  evaporated.  It 
was  as  if  you  had  burned  down  the 
house  to  get  the  nails. 

— The  Mellons,  by  David  E.  Koskofl 

Pasting  Their  Pasta 

Every  pasta  we  tried  tasted  as  bland  as 
though  it  had  been  created  by  a  home 
economist  working  for  a  women's  mag- 
azine. Butter  appeared  where  olive  oil 
belonged.  If  any  garlic  had  been  used,  il 
was  obviously  just  waved  over  the  dish 
briefly. 

— Mimi  Sheraton 
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Start  saving 
money...stop  fiddling 
in  our  business. 


You  may  be  a  virtuoso  in  your  line  of  business.  But  if 
you're  fiddling  in  ours,  you're  probably  playing 
a  lot  of  wrong  notes.  We're  PHH  Group,  a  corpor- 
ation whose  business  is  to  provide  specialized, 
cost-saving  services  that  allow  you  to  concentrate 
on  performing  your  kind  of  music,  not  ours. 

The  services  we  offer  lie  far  outside  the  mainline 
expertise  of  most  companies.  We  manage 
employee  relocations — provide  car  and  truck  fleet 
management — monitor  diesel  fuel  and  related 
truck  and  equipment  purchases — and  provide 
maintenance  control  for  centrally  garaged 
vehicles.  Most  of  America's  biggest  corporations 
are  saving  big  money,  in  good  times  and  bad, 
thanks  to  our  efforts.  Here's  how. 

FLEET  MANAGEMENT  SERVICES 

Peterson,  Howell  &  Heather  saves  money  for  cor- 
porate clients  through  a  wide  range  of  vehicle 
management  and  cost-control  programs.  We  will 
manage  your  vehicle  fleets,  control  their 
maintenance,  and  continually  audit  their  cost  effi- 
ciency to  save  you  every  possible  dollar.  More 
than  180,000  vehicles — cars,  trucks,  and  specialty 
equipment  —  are  now  under  management,  making 
us  the  largest  company  of  our  kind  in  the  world. 

FUEL  PURCHASE  PROGRAMS 

If  you  need  to  monitor  and  control  the  purchase  of 
diese'  fuel  for  your  over-the-road  trucks,  our 
National  Truckers  Service  can  do  it.  NTS  will  ease 
your  paperwork,  solve  your  fuel  tax  problems, 
and  relieve  your  operational  headaches. 
Disciplined  purchasing  practices  and  detailed 


documentation  are  parts  of  a  program  that 
gives  you  better  control. 

MAINTENANCE  REPORTING  SYSTEMS 

Our  Mamstem  company  specializes  in  identifying 
and  controlling  the  maintenance  costs  associated 
with  large,  centrally  garaged  fleets  of  vehicles  and 
equipment.  Working  with  Mamstem's  experienced 
fleet  adv;sors  and  computerized  reporting 
services,  corporate,  utility,  and  municipal  fleet 
operators  now  monitor  and  schedule  the 
maintenance  and  replacement  of  more  than 
220,000  pieces  of  equipment. 

PERSONNEL  RELOCATION 

Homequity,  the  nation's  leading  authority  on  exec- 
utive relocation,  helps  control  the  costs 
of  relocating  more  than  25,000  transferring  em- 
ployees and  their  families  throughout  the 
country.  Homequity  will  buy  your  transferring 
employees'  homes  at  their  full  market  value,  assist 
in  locating  new  homes,  and  manage  the  move- 
ment of  their  household  goods.  Homequity  services 
translate  into  greater  convenience  for  the 
moving  families  and  an  improved  bottom  line  for 
companies  now  handling  their  own  employee 
transfers  and  relocations. 

Instead  of  fiddling  in  our  business,  call  us.  We'll 
show  you  how  you  can  concentrate  on  what  you  do 
best,  and  save  a  lot  of  money  by  letting  us  do  for 
you  what  we  do  best.  For  a  copy  of  our  Company 
Book,  call  (301)  667-4000.  Or  write  PHH  Group, 
Inc.,  Corporate  Communications  Dept.  FB2, 11333 
McCormick  Road,  Hunt  Valley,  Maryland  21031. 


GROUP 

WE  HELP  COMPANIES  MIND 
THEIR  OWN  BUSINESS 


If  a  small  car  is  too  small, 
it  just  makes  sense  to 
think  mid-size. 
And  for  the  only  American 
mid-size  cars  with  V6  engines, 
the  way  to  go  is  to  go  GM 


That's  right.  You  can  scour  the 
country  and  the  only  way  you  can 
get  a  V-6  engine  in  an  American 
mid-size  car  is  from  General 
Motors. 

No  other  domestic  manufac- 
turer offers  them. 


And  we  didn't  stop  at  just  one 
V-6.  either.  There  are  two 
standard  3.8  liter 
engines*  You  can 
get  one  of  them  on 
Chevrolet  Malibu 
and  Monte  Carlo. 
Pontiac  LeMans 
and  Grand  Prix, 
Oldsmobile  Cutlass 
and  Cutlass  Supreme, 
and  Buick  Century  and  Regal. 
And  you  can  get  a  turbo-charged 
V-6t  on  certain  select  models  of 
Chevrolet  and  Buick. 


Why  a  V-6?  Quite  simply,  be- 
cause it  has  two  fewer  c>  linders 
than  a  V-8.  yet  it  delivers  the  kind 
of  performance  people  like  in  a 
Vee  design. 

Plenty  of  room,  too. 

But  not  too  much.  That's  a  pretty 
good  way  of  describing  GM's  out- 
standing lineup  of  mid-size  cars. 
You  can  choose  from 
coupes,  four-doors, 
even  wagons.  And 
they're  all  designed  to 
be  space-efficient,  while 
offering  a  high  level  of 
comfort  plus  all  kinds 
of  room  for  carrying 
things. 

Handsome  styling. 

Who  says  functional  sty  ling  has  to 
be  plain-vanilla  styling.  With  GM's 


great  lineup  of  mid-size  cars,  you 
just  knov\  they're  as  smart-looking 
as  they  are  smart-driv  ing. 
Look  into  buy  ing  or  leasing. 

We  think  the  message  is  clear.  If 
you're  thinking  mid-size  for  your 
next  new  car.  please  remember  this. 

For  V-6  engines  in  the  car 
names  you  like,  there's  really  only 
one  way  to  go. 

|*GM-built  engines  are  pro- 
duced b\  various  divisions, 
la  I  k  10  vour  dealer  about 
details  and  engine  availabihn 

MARK  0*  EICItLINC(  on  i  he  model  of  \  our  choice. 

tNot  currently  available  in  California. 

In  mid-size  cars, 
the  only  way  to  go 
is  to  go  GM. 

Chevrolet,  Pontiac, 
Oldsmobile  and  Buick 


Forbes 


You  wouldn't  know  it  from  the  record  price 
vou  pay  at  the  pump,  but  a  lot  of  gasoline 
middlemen  are  caught  in  a  terrible  costprice 
squeeze.  Thank  you,  Paul  Volcker. 

The  bloodbath 
in  gasoline 


By  Carol  E.  Curtis 


THE  COUNTRY  IS  VIRTUALLY  AWASH 
in  gasoline.  Current  stocks  are 
millions  of  barrels  above  the  pre- 
vious alltime  record.  That  is  good  news 
for  motorists,  but  for  gasoline  middle- 
men— the  independent  terminal  opera- 
tors and  distributors  who  handle  a  large 
part  of  the  nation's  gasoline  as  it  moves 
from  the  refinery  to  the  gas  pump — the 
drop  in  demand  is  an  ominous  turn  of 
svents.  As  the  cost  of  carrying  the  bulg- 
ing stocks  mounts,  the  record  interest 
rates  are  creating  a  financial  bind  that 
may  cause  thousands  of  these  middle- 
men to  go  under. 

Jack  Blum,  a  Washington,  D.C.  lawyer 
who  represents  gasoline  marketers,  be- 
lieves that  as  many  as  2,000  "jobbers,"  or 
wholesale  distributors,  could  face  bank- 


ruptcy in  the  next  six  months.  "Some- 
where, somebody  has  to  stop  shoving 
gasoline  into  the  system,"  says  Blum. 
"There  is  product  coming  out  of  every 
barge.  Every  tank  in  America  is  full." 

According  to  the  American  Petroleum 
Institute,  demand  for  gasoline  was  off 
8.6%  in  February  from  year-earlier  lev- 
els. Preliminary  figures  show  that  in 
March  demand  was  off  by  a  similar 
amount.  At  the  same  time,  gasoline  out- 
put did  not  change  appreciably,-  for  the 
month  of  March,  the  average  was  6.6 
million  barrels  a  day,  about  the  same  as 
last  year. 

Gasoline  stocks  are  now  at  277  million 
barrels,  10%  above  normal  and  37  mil- 
lion barrels  above  the  previous  high,  says 
Dr.  Edward  H.  Murphy,  API's  director  of 
statistics. 

Under  normal  circumstances,  when 


there  is  an  imbalance  in  the  products 
turned  out  by  oil  refineries,  they  can 
lower  the  number  of  runs,  or  change  the 
refinery  mix  to  produce,  say,  less  gaso- 
line and  more  distillate  and  fuel  oil. 

But  not  this  time.  For  one  thing,  mid- 
dlemen shaken  by  the  oil  shortage  that 
resulted  from  the  Iranian  revolution  are 
wary  of  letting  their  inventories  get  low 
again.  For  another,  refineries  can  make 
adjustments  only  within  a  narrow 
range — 3%  to  4%  of  their  output.  The 
overhang  in  the  current  market  is  so 
huge  that  it  would  take  a  long  time  to 
correct. 

But  perhaps  the  biggest  difference  be- 
tween this  year's  glut  and  previous  ones 
is  the  record  cost  of  carrying  inventory. 
Gasoline  middlemen  say  their  interest 
rate  on  money  borrowed  to  finance  in- 
ventory is  at  least  prime  plus  a  point,  or 
21%.  For  large  jobbers  and  terminal  oper- 
ators, this  works  out  to  about  42  cents 
per  barrel  per  month,  or  an  approximate 
monthly  financing  charge  of  $46  million 
for  the  40%  of  total  inventories  that  are 
in  storage  at  bulk  terminals. 

Usually,  the  holders  of  large  inven- 
tories would  pass  the  higher  interest 
costs  to  the  consumer  at  the  gas  pump. 
But  in  the  current  soft  market,  prices  in 
some  locales  are  falling.  Dan  Lundberg, 
editor  of  the  Lundberg  Letter,  which  re- 
ports gas  trends,  says  the  rate  of  price 
increases  at  the  wholesale  level  is  slow- 
ing nationwide,  with  some  of  the  slow- 
down reflected  in  retail  prices. 

Even  if  the  high  costs  could  be  passed 
through,  there  are  Department  of  Energy 
ceilings  on  allowable  margins.  The  mid- 
dlemen say  that  the  margins,  which  are 
frozen  at  1974  levels,  do  not  allow  them 


jdsolihe  storage  tanks  at  a  New  Jersey  refinery 

With  the  cost  of  carrying  inventory  above  20%,  the  prospect  of  thousands  of  bankruptcies . 
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to  pass  recent  higher  costs  along.  As  a 
result,  oil  lawyer  Blum  believes  that  as 
many  as  1,400  jobbers  are  already  in  seri- 
ous trouble. 

Large  independent  refiners,  such  as 
Ashland  Oil  Co.,  face  many  of  the  same 
problems  as  these  smaller  dealers.  But 
the  blow  will  be  softer  because  they  are 
better  able  to  finance  inventory  and  are 
usually  diversified  into  other  energy 
areas.  Hardest  hit  will  be  the  smaller 
companies  accustomed  to  operating  on  a 
thin  cash  margin. 

The  National  Oil  Jobbers  Council, 
which  represents  15,000  jobbers  nation- 
wide, estimates  that  8%,  or  1,200,  of  its 
members  are  now  on  the  verge  of  bank- 
ruptcy. "They  are  at  maximum  credit 


By  Ben  Weberman 

IN  the  S90  billion  (premiums  writ- 
ten) property  and  casualty  insurance 
business,  they  tend  to  talk  about  the 
painful  cycles  in  underwriting  losses  as  if 
they  were  acts  of  God,  like  locust  plagues 
or  droughts  or  severe  winters.  The  cycles 
come  and  go  and  there  isn't  much  the 
poor  businessman  can  do  but  ride  them 
out.  That's  the  myth.  The  truth  is  that  the 
cycles  are  partly  self-inflicted  by  the  in- 
dustry. Right  now  it  looks  as  if  the  indus- 
try is  afflicting  itself  with  a  bad  outbreak 
of  underwriting  losses. 

It's  a  fact  of  life  in  the  property  and 
casualty  business  that  the  companies  of- 
ten lose  money  on  their  policies;  that  is, 
the  premiums,  net  of  commissions  and 
other  expenses,  frequently  fall  short  of 
the  claims.  How  do  the  companies  stay 
in  business?  Because  they  collect  premi- 
ums ;n  advance  and  because  they  have 
built  up  reserves,  the  companies  always 
have  plenty  of  money  to  invest.  They 
make  enough  on  their  investments  to 
cover  the  underwriting  losses  and  allow  a 
profit  on  the  margin. 

What  tends  to  make  this  a  boom  or 
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limits  with  their  banks  and  suppliers, 
and  they  have  nowhere  to  go  but  out  of 
business,"  says  NOJC  Vice  President  Mi- 
chael T.  Scanlon  Jr. 

Scanlon  is  looking  to  the  Carter  Ad- 
ministration's 10-cent-a-gallon  gasoline 
tax,  which  goes  into  effect  May  15,  to 
make  a  bad  situation  worse.  Besides  cut- 
ting demand  even  more,  he  says  that  the 
"conservation  fee"  means  jobbers  will 
have  to  pay  extra  up-front  money  to  pick 
up  their  gasoline.  Says  Scanlon,  "It  will 
impose  a  cash  flow  burden  that  is  totally 
unbearable." 

That's  why  jobbers  and  terminal  oper- 
ators want  the  DOE  to  increase  their 
margins.  But  even  if  the  department 
grants  relief,  it  may  come  too  late  for 


bust  industry  is  that  the  underwriting 
losses  ebb  and  flow  in  a  regular  cycle.  At 
the  worst  part,  the  losses  eat  up  most  or 
all  of  the  investment  profits. 

That  was  the  case  for  most  companies 
at  the  bottom  of  the  previous  underwrit- 
ing cycle.  Take  INA  Corp.,  which  ranks 
among  the  top  ten  property-casualty 
companies  and  writes  almost  S3  billion  a 
year  in  premiums.  The  property-casualty 
group  bad  S297  million  of  investment 
income  last  year.  That  was  more  than 
ample  to  offset  S85  million  of  insurance 
losses,  generating  a  pretax  profit  of  S213 
million.  In  1975,  when  claims  were  high 
and  investment  income  low,  the  com- 
pany lost  $2  million.  This  resulted  from 
an  underwriting  loss  of  SI 29  million, 
which  exceeded  the  SI 27  million  of  in- 
vestment and  other  income. 

In  part  the  cycle  is  a  product  of  infla- 
tion. In  a  period  of  rapidly  rising  prices, 
claims  rise  faster  than  premiums.  Where 
the  damage  is  self-inflicted,  however,  is 
when  the  participants  begin  to  shave 
premiums  to  lure  business  from  rivals. 
That  is  what  is  happening  right  now. 
Reports  are  rife  about  major  companies 
offering  to  cut  rates  by  10%  to  25%  or 


many.  "The  market  is  so  sloppy,"  saw 
Scanlon,  "we  can't  pass  it  through." 

One  example  of  a  company  caught  b] 
the  squeeze  is  the  Weber  Oil  Co.  of  Cam) 
den,  N.J.,  which  stores  up  to  500,00ll 
gallons  of  gasoline  during  the  peak  sum| 
mer  driving  months.  Weber's  current  in| 
terest  rate  on  inventory  financing  ij 
21%.  At  that  level,  the  company  canno 
afford  to  hold  its  gasoline  and  must  selU 
off  as  quickly  as  possible,  even  in  a  sonl 
market 

Says  Weber  Oil  President  Chris  Webeij 
of  the  first  quarter  of  1980:  "I  would  ba 
happy  if  I  made  50%  of  what  I  made  in 
the  first  three  months  of  1979.  If  some- 
body made  me  an  offer  to  sell  out,  I 
might  not  refuse  it."  ■ 


more  to  get  new  business  even  though! 
they  know  inflation  is  going  to  raise  thd 
cost  of  their  claims.  Why  are  companies 
reaching  for  business  when  a  recession  is 
pending  and  inflation  is  at  a  high  rate! 
They  are  doing  it  because  they  are  dying 
to  get  their  hands  on  premiums  so  that 
they  can  invest  the  money  at  current 
high  interest  rates. 

The  situation  has  gotten  so  hairy  that 
Conning  &.  Co.,  the  well-known  Hart- 
ford insurance  stockbroker,  thinks  the] 
industry's  combined  underwriting  ratio] 
will  worsen  by  as  much  as  4  percentage 
points  this  year  and  another  4  to  6  in 
1981.  This  key  ratio  expresses  the  rela- 
tionship between  expenses  and  claims 
on  the  one  hand  and  premiums  on  the 
other.  This  ratio  was  97.4%  in  1978  and 
100.7%  in  1979;  so,  if  Conning  is  right,1 
it  could  be  as  high  as  110%  in  1981. 
Higher  investment  income  will  moder- 
ate the  decline  in  net  earnings,  Conning 
predicts,  but  the  whole  situation  raises  a 
very  basic  question:  What  is  the  point  of 


Richard  E.  Stewart  of  Chubb  Corp 

"A  loss  reserve  is  a  hostage  tofortune." 
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Property  and  casualty  companies  came  close 
to  disaster  in  the  mid-Seventies  by  playing  the 
stock  market.  Are  they  making  the  same  mis- 
take now  by  slashing  prices  to  buy  bonds? 


Here  we  go  again? 


»her  investment  income  if  the  cost  of 
tting  the  money  to  invest  more  than 
ts  up  the  extra  income? 
Most  casualty  companies  are  still 
anting  on  large  investment  income 
)f its  to  more  than  offset  underwriting 
ises.  That  kind  of  optimism  almost  led 
disaster  in  the  mid-1970s,  when  many 
malty  companies  faced  insolvency 
er  the  stock  market  fell  out  of  bed  and 
;ir  portfolios  of  high-performance 
mmon  stocks  lost  40%  of  their  market 
lue  over  two  years.  Those  losses  came 
ise  to  wiping  out  the  statutory  sur- 
tses  for  some  of  the  country's  largest 
jperty  and  casualty  insurers. 
Did  they  learn  their  lesson?  Hardly, 
e  companies  are  still  competing  too 
^ressively  for  premiums,  but  this  time 
;  new  cash  is  going  into  fixed-income 
airities  rather  than  common  stocks. 
.•Ids  of  16%  or  more  on  money  market 
itruments,  14%  or  more  on  corporate 
nds,  and  unheard-of  10%  yields  on  tax- 
;mpts  are  irresistibly  attractive, 
nvestment,  in  short,  has  become  an 
J  in  itself  rather  than  an  underwriting 
ffer.  Insurers  believe  they  are  respond- 
;  to  competition  when,  in  reality,  they 

■  responding  to  a  primordial,  sublimi- 
[  impulse  to  bring  in  cash  at  any  price. 
Richard  E.  Stewart,  senior  vice  presi- 
lt  and  chief  financial  officer  of  Chubb 
rp.,  the  $2.5  billion  (assets)  insurer, 
ts  it  this  way:  "We  accept,  almost 
erish,  horror  stories  about  the  [rate- 
tting]  market  antics  of  competitors 
t  refuse  to  acknowledge  that  our  own 
npanies  are  doing  the  same  thing.  Ev- 

■  company  growing  rapidly  in  these 
ce-competitive  markets  is  probably 
tting  prices,  broadening  coverage, 
isening  underwriting  standards  or  oth- 


erwise leaving  money  on  the  table." 

What's  really  happened,  says  Stewart, 
is  that  insurance  companies  have  en- 
tered "the  risk  money  game"  whole- 
heartedly. "The  investment  income 
game  is  not  new,  but  never  before  has  it 
been  played  so  boldly  by  so  many  with 
such  evident  assumptions  of  perpetuity," 
he  says.  "The  rationalization  is  that 
maybe  it's  worth  paying  a  little  for  the 
investable  funds;  after  all,  banks  do." 
Warns  Stewart:  "On  paper,  it's  easy  to 
calculate  how  much  underwriting  loss 
can  be  justified  by  investment  and  rein- 
surance arrangements.  However,  the  real 
game  is  not  played  with  such  perfect 
knowledge  and  composure.  A  lot  can 
happen  in  three  years.  A  loss  reserve  is 
not  an  asset.  It  is  a  hostage  to  fortune." 

Not  so  long  ago,  Stewart  says,  every 
dollar  of  premium  would  incur,  say,  30 
cents  of  overhead  and  65  cents  of  claim 
and  leave  a  5-cent  profit.  Today  more 
and  more  managements  have  decided 
that  the  profit  from  investing  will  bring  a 
big  return  that  is  far  more  rewarding 
than  underwriting.  The  premium  is 
merely  the  vehicle  used  to  raise  cash. 
Playing  the  market  becomes  more  im- 
portant than  doing  a  good  job  in  the 
insurance  business.  Because  they  cannot 
resist  those  15%-and-up  yields,  many  in- 
surance people  are  taking  big  chances  to 
get  hold  of  investable  cash. 

But  just  as  there  was  risk  in  investing 
heavily  in  stocks  a  decade  ago,  so  there  is 
risk  today  in  investing  cheap  premium 
dollars  in  high-yielding  fixed-income  se- 
curities. Partly  there  is  a  market  risk. 
With  many  high-grade  bonds  now  selling 
at  70  cents  or  even  60  cents  on  the  dollar, 
some  of  the  insurance  companies  are  sit- 
ting with  paper  losses,  which,  if  realized, 


would  wipe  out  their  surpluses.  For  those 
who  avoided  market  risk  by  concentrat- 
ing in  short-term  and  money  market  se- 
curities, there  is  the  risk  of  declining 
interest  rates.  An  insurance  company 
could  find  itself  in  the  red  if  premiums 
were  written  in  the  expectation  of  15% 
portfolio  returns  and  returns  subsequent- 
ly dropped  to,  say,  10%. 

Stewart's  own  company,  Chubb,  is 
better  managed  than  most,  but  even  its 
balance  sheet  shows  how  vulnerable  the 
entire  industry  is  to  outside  market 
forces.  As  of  last  Dec.  31,  Chubb's  P&C 
companies  had  a  paper  loss  of  $140  mil- 
lion on  their  $1.2  billion  fixed-income 
portfolio.  Since  then,  thanks  to  the  bond 
market's  collapse,  it  has  lost  at  least  an- 
other $100  million  on  paper.  If  all  these 
losses  had  to  be  realized,  little  would  be 
left  of  Chubb's  $306  million  statutory 
surplus.  An  industry  with  this  magnitude 
of  potential  losses  can  scarcely  afford  big 
underwriting  losses — yet  that  is  precise- 
ly what  it  is  risking. 

What  helps  Chubb  and  the  others  is 
that  standard  accounting  procedure,  al- 
though it  calls  for  annual  revaluation  of 
common  stocks  to  market  values, 
doesn't  require  it  for  fixed-income  is- 
sues. But  what  happens  if  an  extraordi- 
nary underwriting  crunch  forces  due 
bonds  to  be  sold?  In  times  like  this,  one 
would  think  the  industry  would  tighten 
up  on  underwriting  risks.  Instead  it 
seems  to  be  incurring  unnecessary  ones. 

Perhaps  the  insurance  industry  can't 
do  much  about  inflation  and  high  inter- 
est rates  and  sometimes  stingy  rate-set- 
ting authorities,  but  its  members  have 
no  one  to  blame  but  themselves  when 
they  overreach  for  cash  to  play  the  bond 
and  stock  markets.  ■ 


Costly  price-cutting 

For  property  and  casualty  insurers,  in-    waging  price  wars.  Below,  the  recent 
vestment  income  has  become  an  end    record  for  ten  big  P&Cs.  In  some  cases 
in  itself  rather  than  a  cushion  against    nothing — or  even  less  than  nothing — is 
underwriting  losses.  Eager  for  premi-    left  of  premium  income  after  expenses 
um  dollars  to  invest,  some  P&Cs  are    and  claims  are  subtracted. 

 Underwriting  ratios*— 

Pretax 
property-casualty 
policy  profit  1979 
(thousands) 

Pretax  net 
investment 
income  1979 
(thousands) 

Company 

Overhead 
1979  1978 

Claims 
1979  1978 

Combined 
1979  1978 

Aetna  Life  &.  Casualtyt  27.0% 

26.7%  72.5% 

65.7% 

99.5% 

94.4% 

$  50,871 

$266,917 

Aetna  Insurancet 

32.7 

31.8 

77.8 

66.6 

110.5 

98.4. 

-85,717 

91,450 

American  Int'l  Group 

23.4 

23.4 

70.9 

70.0 

94.3 

93.4 

87,271 

161,342 

Chubb 

34.0 

32.6 

63.9 

62.6 

97.9 

95.2 

18,800 

84,200 

Continental 

31.3 

30.2 

70.1 

65.0 

101.4 

95.2 

-35,601 

236,726 

Crum  &  Forster 

31.1 

30.7 

69.4 

66.9 

100.5 

97.6 

1,929 

160,629 

INA 

30.4 

29.2 

72.4 

71.2 

102.8 

100.4 

-84,039 

297,441 

Safeco 

35.3 

34.9 

55.4 

55.1 

90.7 

90.0 

69,637 

71,737 

St  Paul 

30.1 

29.8 

69.9 

64.1 

100.0 

93.9 

-1,460 

146,190 

Travelers** 

28.7 

27.9 

73.7 

72.4 

102.4 

100.3 

-102,300 

335,600 

*As  %  of  nel  premiums  written  tProperty-casualty  subsidiaries  only  tSubsidiary  of  Connecticut  General 
Source:  Oppenlximer  &  Co 

"Policyholder  dividends  deducted  from 

premiums 
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Ronald  Reagan  s  economic  advisers  may  not 
agree  on  everything,  but  they  do  have  one 
common  theme:  Come  Inauguration  Day,  he 
should  hit  the  ground  running. 

The  first 
1 00  days 


By  Jerry  Flint 

The  first  months  of  a  new  admin- 
istration are  critical,"  says  George 
Shultz,  in  setting  a  pace.  "If  they 
act  quickly,  they  have  time  to  see  what 
works — and  what  doesn't." 

Shultz,  vice  chairman  of  Bechtel 
Corp.,  has  been  Secretary  of  the  Treasury 
and  Secretary  of  Labor.  Today  he  is  one 
of  the  men  Ronald  Reagan  goes  to  for 
economic  advice.  Reagan  is  only  the 
front-runner,  of  course;  he  is  yet  to  for- 
mally win  the  Republican  nomination, 
let  alone  November's  election.  Nor, 
should  he  win  and  be  inaugurated  on  Jan. 

20,  1981,  is  there  a  guarantee  that  he  will 
listen  to  his  consultants,  who  don't  even 
agree  among  themselves.  Some  want  a 
big,  fast  tax  cut,  10%  a  year  for  three 
years,  which  they  figure  will  spur  invest- 
ment, productivity  and  the  economy. 
Others  call  for  slow,  grinding  pressure  to 
curb  federal  spending  and  government 
involvement  in  the  economy. 

But  the  men  Reagan  calls  on  for  eco- 
nomic advice — they  range  from  Nobel 
prize  winner  Milton  Friedman,  who 
wants  a  sustained  squeeze  on  spending, 
to  Jude  Wanniski,  a  former  Wall  Street 
Journal  writer  who  is  eager  for  the  tax 
have  a  common  thought.  The  first 
weeks  after  inauguration  will  be  action 
time.  If  Reagan  wins  and  follows  his  con- 
sultants' suggestions — either  side — the 
atmosphere  might  be  as  heady  as  Frank- 
lin Roosevelt's  first  100  days. 

Friedman,  for  example,  says  he  favors 
"fundamental,  long-range"  changes:  re- 
straining the  growth  of  federal  spending, 
restraining  the  quantity  of  money,  actions 
to  end  what  he  calls  counterproductive 
regulations.  "Those  reforms  are  best  done 
gradually,"  he  says.  But  that  doesn't  mean 
no  action.  "The  Council  on  Wage  and 
Price  Stability  [COWPS,  the  guideline 
watchersj  could  be  reduced  to  zero  Jan. 

2 1 ,  "  he  says.  "If  I  had  my  way  I'd  eliminate 
the  entire  Department  of  Energy,"  he 
says.  "I'd  advise  immediate  action  to 


Candidate  Reagan 


A  "gruesome"  economy  next  January! 

index  the  tax  system,  and  immediate 
enactment  of  indexation  of  government 
securities,"  he  says,  especially  low-priced 
government  bonds  sold  to  small  savers. 

Friedman  sees  no  contradiction  be- 
tween the  call  for  "gradual"  reform  and 
immediate  indexing.  "While  the  action 
may  be  immediate,  the  effects  are  gradu- 
al," he  says.  "Indexing  taxes  gives  no 
cash  to  anyone;  it  has  a  gradual  effect 
and  only  if  inflation  continues." 

Shultz,  an  economist  who  was  dean  of 
the  University  of  Chicago's  graduate 
school  of  business  before  he  joined  the 
Nixon  Administration,  has  a  three-point 
program  for  those  first  weeks: 

•  Reinforce  discipline  in  monetary 
policy,  which,  he  admits,  the  Carter  Ad- 
ministration seems  to  be  starting. 

•  Tax  reductions  to  spur  savings  and 
investment.  That,  he  says,  means  cut- 
ting taxes  on  income  from  capital  and 
capital  gains,  the  corporate  tax  rate  and 
levies  on  interest  and  dividends. 

•  "A  concerted  attack  to  bring  about 
more  reasonableness  in  the  regulatory 
climate,"  meaning,  for  example,  decon- 
trol in  transportation  and  energy  prices. 

Shultz  says  he  also  favors  income-tax 
indexation  to  eliminate  "bracket  creep." 
"I  recommended  that  to  President  Nix- 
on," he  recalls.  "He  was  interested  but 
nothing  happened."  Shultz  cares  more 


about  the  budget's  size  than  balancing  it. 
"I'd  rather  have  a  deficit  with  a  low 
spending  level  than  balance  on  a  high 
level  with  high  taxes,  too." 

Wanniski  would  want  a  President  Rea- 
gan to  move  dramatically  in  his  first 
weeks,  too,  but  his  list  is  a  bit  different. 
At  the  top  is  the  so-called  Kemp-Roth 
tax  cut,  30%  in  three  years  at  10%  a 
year.  Then  comes  indexation  of  income 
taxes,  elimination  of  gift  and  inheritance 
taxes,  elimination  of  the  new  windfall 
profits  tax  and  a  return  to  some  type  of 
gold  standard.  "But  remember,"  he  says, 
"all  tax  cuts  aren't  equal.  We're  not  talk- 
ing about  putting  some  money  into  peo- 
ple's pockets.  We  don't  want  another 
Carter  $50  rebate  plan.  We  want  a  tax  cut 
to  increase  incentives." 

All  those  tax  cuts  wouldn't  create  a 
massive  deficit  because  they  would  spur 
the  economy,  which  means  revenues, 
too,  he  theorizes.  "When  you  get  a  letter 
saying  you're  going  to  get  $72,000  next 
week  on  Wednesday  and  it  will  solve 
your  money  problems,  you  don't  waitj 
until  next  Wednesday  to  start  feeling 
good.  The  creditors  still  want  their  mon- 
ey, but  you  feel  good  and  so  do  they." 

But  Wanniski  is  as  eager  to  get  rid  of 
the  COWPS  as  Friedman.  "With  a  stroke 
of  a  pen,"  he  says.  "I  don't  think  anyone 
would  even  have  to  recommend  that  to 
Ronald  Reagan.  He  just  does  not  believe 
that  people  are  causing  inflation." 

Casper  Weinberger,  a  longtime  Reagan 
adviser  and  veteran  of  Nixon's  Depart- 
ment of  Health,  Education  &  Welfare, 
Federal  Trade  Commission  and  the  Of- 
fice of  Management  &  Budget,  would 
urge  President  Reagan  to  chop  into  the 
1981  budget  even  though  it  would  be  in 
its  fourth  month  on  Inauguration  Day. 

Wouldn't  that  be  rather  late  for  any 
sizable  cut,  say  in  the  $10  billion-to-$15 
billion  range?  "I  think  you  can  do  that 
and  more,"  says  Weinberger.  "This 
would  signal  that  the  1982  budget  would 
be  below  1981."  His  next  step  would  be 
to  go  for  the  big  tax  cut  on  capital. 
"There  will  be  a  fight  with  arguments 
that  it  will  just  benefit  the  rich,"  he  says, 
"but  it  can't  be  a  tax  cut  in  the  lowest 
brackets  just  because  there  are  a  lot  of 
votes  there." 

Reagan's  advisers  know,  of  course, 
that  the  President  doesn't  make  tax  law 
or  actually  cut  spending;  Congress  does. 
But  cooperation  is  possible,  they  say.  "It 
would  be  possible  if  he  goes  in  with  de- 
termination, if  the  spirit  of  the  election 
is  along  congenial  lines,"  says  Shultz. 
"The  mood  of  the  electorate  is  vital  in 
determining  what  you  can  or  can't  do." 

The  advisers  are  also  generally  con- 
vinced that  economic  conditions  will  be 
worse  by  Inauguration  Day.  Weinberger 
characterizes  the  economy  that  a  Presi- 
dent Reagan  would  inherit  as  "grue- 
some." "Right  now,"  he  says,  "it's  grue- 
some minus  nine  months."  ■ 
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\fter  a  decade  of  laying  the  groundwork, 
barter  Hawley  Hale  ought  to  be  the  leading 
etailer  of  the  Eighties.  But  will  it? 


Promises  to  keep 


By  John  Merwin 


Philip  M.  Hawley,  president  of  the 
Los  Angeles-based  retailing  giant 
Carter  Hawley  Hale  Stores  (1979 
ales  $2.4  billion),  relaxes  on  his  couch, 
onfidently  fielding  questions  as  easily  as 
in  all-star  shortstop  handles  ground  balls 
luring  spring  training.  Why  should  the 
pol,  urbane,  54-year-old  Hawley  worry- 
sn't  his  name  on  the  building-  Company 


tion:  Is  it  because  the  competition 
doesn't  think  enough  of  CHH's  perfor- 
mance to  bother  pirating  its  executives' 
Hawley  reaches  for  the  phone,  dials  S. 
Allain  Russo  in  Sacramento,  president  of 
CHH's  Weinstock's  chain,  and  says,  "Al- 
lain, I've  got  a  fellow  here  who  wants  to 
ask  you  a  few  questions  about  executive 
recruiting."  Russo  dutifully  reports  that, 
yes,  he  gets  his  share  of  offers,  and  that, 
no,  he  isn't  running  off  to  Blooming- 


\arter  Hau  ler  Hale  Stores  President  Philip  M  Hawley 

te's  a  great  turnaround  artist,  but  what's  that  doing  for  his  shareholders? 


sunders  Edward  Carter  and  Prentis  Hale 
hought  enough  of  Hawley  to  name  him 
resident  in  1972,  then  two  years  later 
acked  his  name  on  the  door,  figuring 
e'd  stick  with  a  company  bearing  his 
loniker. 

There  is  one  question,  however,  that 
raws  a  rather  pointed  reaction  from  the 
enerally  unflappable  Hawley.  In  a  retail 
/orld  where  a  hot-shot  top  executive  is 
ecruited  harder  than  a  .300-hitting  base- 
all  free  agent,  why  are  so  few  top  CHH 
xecutives  lured  away  by  the  competi- 


dale's,  Macy's  or  Gimbels,  because  just 
now  things  at  CHH  look  so  promising. 

Well,  things  at  CHH  have  "looked 
promising"  for  a  long  time  and  Hawley 
has  been  unflappable,  but  the  bottom  line 
is  this:  CHH's  fully  diluted  earnings  were 
$2.01  per  share  in  1977.  In  the  fiscal  year 
ended  February  1980  they  reached  only 
$2.47.  Return  on  equity  was  13.1%  in 
1979,  vs.  12.1%  in  1977.  There  is  good 
news,  however,  for  patient  investors  in  a 
company  which,  besides  Neiman-Mar- 
cus,  owns  Bergdorf  Goodman  and  John 


Wanamaker  in  the  East;  Thalhimer's  in 
the  Mid-Atlantic  states;  The  Broadway, 
Emporium,  Capwell's  and  Weinstock's 
in  California;  Holt,  Renfrew  in  Canada; 
plus  nationwide  bookseller  Walden- 
books.  The  CHH  strategy  may  be  about 
to  reach  fruition.  At  long  last. 

Oddly,  Carter  Hawley  Hale's  weak  per- 
share-earnings  progress  stems  not  from 
management  bumbling  but  rather  from 
the  company's  almost  limitless  fascina- 
tion with  buying  up  great  old  retailing 
names  and  trying  to  convert  them  into 
profitable  businesses.  CHH's  major  ac- 
quisition binge  began  in  1969  when  it 
absorbed  Neiman-Marcus,  the  legendary 
Texas  retailer  that  dazzled  the  fashion 
world  with  its  style  but,  unfortunately, 
not  with  its  profits.  Nearly  a  decade  and 
several  acquisitions  later,  CHH  had  Nei- 
man's  showing  a  decent  return.  Mean- 
while CHH  kept  sticking  its  head  back 
into  the  lion's  mouth,  buying  famous  but 
floundering  retailers  such  as  New  York's 
Bergdorf  Goodman  and  Philadelphia's 
John  Wanamaker.  It  even  made  a  pass  at 
Chicago's  profit  laggard,  Marshall  Field 
&  Co.,  but  was  rejected.  This  exemplifies 
the  CHH  strategy.  Just  as  turnaround 
efforts  start  paying  off  in  one  subsidiary, 
CHH  goes  out  and  buys  another  weak 
sister,  dampening  earnings. 

Eight  acquisitions  since  1969  have  left 
CHH  with  a  mixed  bag  of  performers, 
which  causes  CHH's  craft  to  move  for- 
ward unevenly.  Some  subsidiaries  are 
rowing  furiously,  while  others,  such  as 
Wanamaker,  are  dragging  their  wood  in 
the  water. 

CHH's  earnings  won't  move  up  dra- 
matically unless  the  company  succeeds 
in  bringing  John  Wanamaker,  Empori- 
um, Capwell's,  etc.,  up  to  snuff  and, 
equally  important,  refrains  from  buying 
any  more  distressed  chains  for  a  while. 
Without  Wanamaker  hanging  out  of  the 
back  of  the  boat,  observers  think  CHH's 
earnings  gain  last  year  might  have  been 
twice  the  9.2%  it  actually  reported. 

Today  Phil  Hawley  is  finally  telling 
Wall  Street  what  it  wants  to  hear  about 
the  $2.4  billion  company — no  more  ma- 
jor acquisitions  for  a  while.  As  David 
Taylor  of  Donaldson,  Lufkin  &  Jenrette 
puts  it,  "If  Carter  Hawley  Hale  gets  five 
or  six  major  divisions  going  the  same 
direction  at  a  good  pace,  that  could  be 
one  helluva  company." 

Indeed  it  could.  Carter  Hawley  Hale 
has  two  sharp  arrows  in  its  corporate 
quiver.  First,  at  least  60%  of  its  earnings 
come  from  the  western  U.S.,  where  retail 
sales  growth  in  California,  for  instance, 
is  surging  forward  above  10% .  And  that's 
real  growth — no  inflation  included. 
Compare  that  with  areas  like  New  York, 
New  Jersey  and  Pennsylvania,  where  real 
growth  is  at  4%  in  a  region  that  reces- 
sion is  likely  to  hit  harder. 

Second,  CHH  is  aiming  at  the  right 
demographic  groups.  By  acquiring  spe- 


ORBES,  APRIL  28,  1980 


37 


cialty  stores  such  as  Neiman's  and  Berg- 
dorf,  and  department  stores  such  as  Cali- 
fornia's Weinstock's,  CHH  is  reaching 
middle-  and  upper-income  groups  that 
have  growing  incomes  and  aren't  drasti- 
cally bothered  by  recessions. 

Unfortunately  the  turnaround  treat- 
ment takes  three  to  five  years  and  lots  of 
bucks.  Look  at  Wanamaker,  which  suf- 
fered heavy  losses  early  last  year  but  now 
is  breaking  even.  CHH  paid  $60  million 
for  the  company  in  1978  and  is  spending 
$40  million  on  remodeling  programs  just 
trying  to  bring  the  chain's  earnings  up  to 
average  industry  profits. 

Check  with  former  CHH  store  manag- 
ers and  they'll  tell  you  the  same  thing, 
that  CHH  has  been  so  busy  acquiring 
new  chains  and  expanding  old  ones  that 
it  has  taken  its  eye  off  the  ball  at  some 
existing  stores,  particularly  in  California 
where  stores  like  Macy's  and  Mervyn's 
have  been  teeing  off  on  CHH's  Empori- 
um and  The  Broadway. 

The  evidence  lies  in  one  critical  figure, 
inventory  turnover.  The  equation  is  sim- 
ple. The  more  inventory  turn,  the  more 
money  a  store  makes.  By  various  esti- 
mates CHH's  inventory  turn  is  15%  to 
20%  below  that  of  its  top  competitors, 
and  its  profit  margins  aren't  any  better 
than  most  rivals'.  It's  obvious  that  some 
CHH  stores  are  not  making  the  best  of 
what  they  have  in  stock. 

It  shows  up  in  productivity  figures, 


too  Compared  with  industry  paceset- 
ter Macy's,  CHH  sales  per  square  foot 
last  year  were  $95.17,  or  14.5%  lower. 
Its  companywide  sales  gain,  disregard- 
ing sales  that  were  added  by  newly 
opened  stores,  is  7.7%,  while  gains  at 
Macy's  old  stores  are  running  at 
11.8%.  At  another  California  competi- 
tor, Dayton  Hudson's  Mervyn's,  the 
growth  rate  is  nearly  22%. 

Part  of  the  inventory  problem  stems 
from  CHH's  operating  some  small  stores 
and  also  deliberately  overstocking  new 
ones,  Hawley  says,  but  part  of  it  comes 
from  the  company's  traditional  stingy 
policy  on  markdowns,  say  former  man- 
agers. Under  Hawley,  CHH  has  become 
far  more  liberal  about  marking  down 
slow-moving  inventory  and  getting  it  out 
of  the  store,  but  the  company's  mark- 
downs  still  remain  below  industry  aver- 
age. Hawley  is  also  addressing  the  older- 
store  problem  by  spending  more  on  re- 
modeling programs,  a  critical  strategy 
now  that  fashion  retailers  must  indulge 
in  show  business  to  draw  customers  into 
the  store. 

The  importance  of  getting  better  mile- 
age out  of  these  older  stores  is  para- 
mount. Look  at  Macy's,  today's  hot  re- 
tailer, where  sales  gains  are  outstripping 
expense  increases,  giving  Macy's  bottom 
line  a  tremendous  whammo. 

All  of  this  isn't  to  say  that  CHH  is 
doing  badly,  but  rather  to  point  out  the 


company  has  enormous  potential.  Imag- 
ine what  can  happen  if  chains  like  Wana- 
maker or  Bergdorf,  which  currently  are 
marginally  profitable,  start  turning  in  op- 
erating earnings  of  13%,  like  a  couple  of 
CHH's  California  chains.  And  imagine  if 
those  California  chains  match  growth 
rates  at  Macy's  or  Mervyn's.  If  CHH 
even  heads  in  that  direction,  the  com- 
pany's earnings  could  easily  reach  $3.20 
a  share  within  two  years. 

Here's  another  plus:  CHH  several 
years  ago  wisely  lined  up  all  the  financ- 
ing it  needed  for  the  next  several  years, 
at  9%  to  10%.  After  1982  the  company 
ought  to  be  able  to  generate  all  the  mon- 
ey it  needs  internally.  Thus  high  interest 
rates  won't  be  a  killer. 

Sounding  like  a  stock  analyst,  Hawley 
comments  on  the  rock-bottom  prices  of 
retail  stocks,  once  a  darling  of  the  mar- 
ket. "Did  you  know,  right  now  retail 
stocks,  on  a  relative  basis,  are  cheaper 
than  they  were  in  the  depths  of  the  Great 
Depression?"  he  asks.  "I  think  they're 
posed  for  a  significant  move." 

So  how  much  of  its  own  stock,  selling 
at  6  times  earnings,  will  Carter  Hawley 
Hale  be  buying  back,  since  it's  such  a 
great  deal?  "None,"  explains  Hawley, 
who  says  the  company  can  better  use  its 
cash  flow  to  expand  the  retail  business.  Aj 
lot  of  patient  CHH  stockholders  hope  he 
is  right.  They  can't  afford  to  be  as  unflap- 
pable as  he  can.  ■ 


America's  privileged  are  its  pre-Volcker  home 
owners.  Here's  how  Britain  has  solved  the 
problem  of  keeping  mortgage  money  avail- 
able in  the  face  of  sky-high  interest  rates. 


Dear  home  owner" 


By  Barbara  Ellis 


IF  YOU  ARE  LUCKY  ENOUGH  tO  have  a 
mortgage  on  your  house  paying  9% 
or  less,  you  are  getting  a  couple  of 
nice  subsidies.  One  is  from  Uncle  Sam, 
who  lets  you  deduct  the  full  interest  cost 
from  your  taxable  income.  The  other 
subsidy  may  be  from  shareholders  of 
some  savings  and  loan  association, 
which  is  paying  as  much  as  15%  for  the 
money  it  is  lending  you  for  9%  or  less. 
That's  good  news  for  those  who  already 
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own  their  homes  but  bad  news  for  people 
looking  to  finance  a  house  today. 

Contrast  Britain,  where  inflation  is 
even  worse  than  in  the  U.S.  The  building 
societies,  Britain's  S&Ls,  are  surprising- 
ly healthy.  Since  1945  Britain's  BSs, 
which  hold  95%  of  Britain's  mortgage 
market,  have  worked  on  variable-rate 
mortgages.  Basically,  this  means  they 
have  the  right  to  vary  rates  of  interest  on 
existing  as  well  as  new  mortgages,  to  en- 
sure their  ability  to  pay  competitive  in- 
terest rates  to  depositors. 


Take  a  hypothetical  example.  Suppose 
inflation  is  10%  and  you  borrow  $50,000 
over  20  years  at  8%.  Your  monthly  pay- 
ments would  be  $418.22.  Then,  the  infla- 
tion rate  doubles,  and  the  lenders  decide 
they  must  double  interest  rates  to  de- 1 
positors.  Your  building  society  sends  you  j 
a  letter:  "Dear  Borrower:  Effective  next 
month,  your  mortgage  interest  rate  will 
rise  from  8%  to  14%.  Your  monthly  pay- 
ment will  therefore  increase  from 
$418.22  to  $621.76." 

For  Americans  used  to  knowing  their 
mortgage  payments  down  to  the  penny 
over  the  entire  life  of  their  mortgage,  the 
idea  of  changing  repayment  terms  can  be 
pretty  scary.  Scary  or  not,  however,  the 
British  system  undeniably  makes  sense 
in  that  it  tends  to  keep  new  deposit 
money  flowing  in  and  new  mortgage 
money  flowing  out. 

"It  looks  bad  to  consumer  advocates  in 
the  U.S.,"  says  Mark  Bole'at,  chief  econo- 
mist of  the  Building  Societies  Associ- 
ation, "but  in  times  like  these,  the  alter- 
native is  no  mortgages  or  mortgages 
with  a  variable  rate."  What  consumer 
groups  forget,  he  claims,  is  that  rates  can 
fall.  Indeed,  house  buyers  in  Britain  saw 
mortgage  rates  rise  in  stages  from  8'/2% 
in  1972  to  1214%  in  1976,  then  drop 
back  to  8'/2%  again  by  1978,  before  ris- 
ing to  the  current  15%. 

There  are  games  borrowers  can  play  to 
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stabilize  their  monthly  payments  even 
when  underlying  rates  soar.  When  rates 
ire  raised,  borrowers  in  Britain  almost 
always  have  the  option  of  extending 
their  repayment  term  instead  of  paying 
more  immediately.  They  can  do  this, 
:irst  by  reducing  amortization  and  using 
the  money  to  pay  the  higher  interest  bill 
ind,  when  this  expedient  is  exhausted, 
rjy  adding  some  unpaid  interest  to  princi- 
pal. Because  rates  are  now  so  high,  some 
repayment  terms  stretch  beyond  the  bor- 
rower's normal  lifetime. 

In  November,  when  BSs  hiked  their 
rate  from  11%%  to  15%,  a  majority  of 
sorrowers  obediently  increased  their 
payments  when  the  societies  told  them 
:o.  But  the  minority  who  didn't  oblige  in 
effect  converted  their  equity  to  new 
lebt.  Some  did  this  because,  like  under- 
leveloped  countries,  they  had  to.  Others 
:hose  it  as  deliberate  strategy. 

"I'm  paying  the  same  now  as  when  the 
■ate  was  81/2%,"  says  well-paid  econo- 
nist  Boleat.  "My  debt  is  $23,000,  exactly 
he  same  as  when  I  took  it  out  in  1972. 1 
laven't  paid  off  any  capital — I'm  not 
:ven  paying  off  all  the  interest."  Howev- 
:r,  inflation — currently  20% — makes  Bo- 
e'at  a  winner:  When  he  took  out  the  loan 
t  was  equal  to  4  times  his  income;  today 
he  debt  is  below  his  salary.  And,  of 
:ourse,  the  market  price  of  his  house  has 
isen  as  well. 

By  one  standard,  at  least,  variable-rate 
nortgages  have  worked  well  for  Britain's 
:onsumers.  In  1900,  when  50%  of  fam- 
lies  in  the  U.S.  owned  their  own  homes, 
mly  10%  in  Britain  owned  theirs.  Now 
he  U.S.  proportion  of  home  owners  is 
iround  65%,  while  the  figure  in  Britain 
las  risen  to  over  54%.  Over  half  that 
ncrease  has  happened  since  1945,  when 
rariable-rate  mortgages  became  general, 
^s  rent  controls  and  antilandlord  legisla- 
ion  drove  private  rentals  off  the  market 
only  14%  of  Britain's  housing  stock  is 
>rivately  rented),  successive  govern- 
nents  pushed  home  ownership  by  con- 
>tantly  pressuring  the  building  societies 
o  keep  down  rates.  The  BSs,  acting  as  a 
:artel,  deliberately  held  their  rates  below 
)ther  long-term  rates — a  good  deal  for 
lome  buyers,  who  effectively  got  long- 
erm  money  at  short-term  rates. 

Some  California  SdkLs  have  had  forms 
>f  variable  rate  since  1975,  and  since  last 
rear  federally  chartered  S&Ls  have  pow- 
:r  to  use  them  too.  But  British  observers 
:laim  the  rules — limiting  changes  in 
erms — have  been  too  rigidly  set  to  allow 
he  flexibility  lenders  need. 

Are  there  other  European  housing  fi- 
lance  ideas  that  the  U.S.  thrift  institu- 
ions  could  profitably  learn?  Carl  Melton, 
:conomist  with  the  U.S.  Savings  &  Loan 
.eague,  says  he  likes  the  contractual  sav- 
ngs  schemes  used  in  France,  Germany 
ind  Italy.  This  method  raises  funds  by 
laving  home  buyers  save  for  a  set  time 
o  qualify  for  loans  priced  below  market 


Home  for  33%  of  Britons:  Rented  public  housing  old  and  new,  like  this  in  East  London 
But  Britain's  variable  rate  mortgages  have  supported  growing  home  ownership. 


rates.  The  FHLB  Board  looked  to  Canada 
for  the  rollover  system  it  authorized  ear- 
ly this  month.  This  fixes  the  rate  for  a  set 
time,  after  which  it  must  be  renegotiat- 
ed. S&Ls  in  some  states  (Florida,  Ohio, 
Washington  and  Wisconsin)  had  already 


revived  this  pre-Depression  ploy. 

According  to  Melton  the  problem  is 
not  a  shortage  of  ideas:  "We  could  learn 
something  from  almost  everybody 
abroad,"  he  says.  "The  problem  is  edu- 
cating the  Congress."  ■ 


Ray  O'Brien  doesn't  believe  in  stop-and-go 
management.  He's  not  about  to  slam  on  the 
brakes  at  Consolidated  Freightways  just  be- 
cause there's  a  downturn  ahead. 


Recession 
be  damned 


latest  five-year  picture  to  his  board  of 
directors  and  the  top  managers  of  his 
$1.7  billion  (revenues)  company.  All 
Consolidated's  myriad  businesses  are  no- 
torious for  their  sensitivity  to  recessions: 
Consolidated  Freightways  Corp.,  the  na- 
tion's number  two  motor  carrier; 
Freightliner  Corp.,  the  number  six  name 
in  custom-built  heavy-duty  diesel  truck 
production;  and  CF  Air  Freight,  the 
ninth-ranked  name  in  air-freight  for- 
warding. Predictions  are  that  trucking 
industry  tonnage  hauled  will  be  down  at 


By  Michael  Kolbenschlag 

Says  Raymond  F.  O'Brien,  chair- 
man and  president  of  Consolidated 
Freightways  Inc.  in  San  Francisco: 
"Maybe  God  said  that  the  accounting 
year  should  have  only  12  months,  but  a 
businessman  must  look  at  the  five-year 
picture.  You  can't  panic  and  make  long- 
term  decisions  just  based  on  what  the 
President  of  the  U.S.  is  going  to  do 
next  week." 

O'Brien  recently  hand-delivered  the 
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Reading  left  to  right,  Consolidated  top  brass  Moffitt,  Burbank,  O'Brien  and  Critzer 
To  be  around  tomorrow,  you  have  to  bet  that  this  recession,  too,  will  pass. 


least  10%  for  the  year;  retail  sales  of  rigs 
were  already  off  20%  for  the  first  quarter. 

Stalking  his  office  while  he  talks,  Ray 
O'Brien  skims  quickly  over  the  1980  pic- 
ture and  then  talks  passionately  in  five- 
year  terms.  He  says  that  he  has  no  inten- 
tion of  pulling  the  emergency  brake  to 
stop  Consolidated's  expansion.  Last  year 
he  spent  a  record  $136  million  on  capital 
investments,  $32.5  million  in  expanding 
the  network  of  297  freight  terminals  that 
is  the  key  to  making  a  profit  on  the  less- 
than-truckload  (LTL)  freight  in  which 
Consolidated  specializes  and  which  ac- 
counts for  76%  of  revenues  and  60%  of 
tonnage.  He  built  two  new  truck  assem- 
bly and  parts  plants  in  North  Carolina, 
the  first  plants  for  Freightliner  in  the 
eastern  seaboard  market.  In  1980  he 
wants  to  follow  up  with  another  $124 
million  investment  in  two  more  large 
freight-handling  centers  in  Indiana  and 
California  and  fleets  of  new  fuel-efficient 
rigs  to  help  improve  operating  costs. 

O'Brien  argues  that  unless  1980  is  the 
end  of  the  world,  the  current  recession 
will  be  followed  by  boom  years.  More- 
over, with  Washington  seriously  threat- 
ening to  finally  deregulate  the  trucking 
industry,  his  Freightways  subsidiary, 
which  accounts  for  more  than  half  his 
company's  revenues,  will  be  in  for  a  real 
donnybrook  of  competition  from  slightly 
bigger  Roadway  Express  and  slightly 
smaller  Yellow  Freight  System. 

"Don't  get  me  wrong,"  says  the  silver- 
haired,  58-year-old  O'Brien,  who  doesn't 
underestimate  the  impact  of  hard  times. 
How  could  he?  His  father  came  up  the 
hard  way,  starting  out  as  a  Missouri  Pa- 


cific switchman.  He  goes  on:  "I'm  not 
riveted  on  1985  and  saying  that  today's 
problems,  like  a  snowstorm  in  Liberal, 
Kans.  that  has  tied  our  trucks  up  for  16 
hours,  can  go  to  hell.  But  we  do  have  to 
keep  growing." 

O'Brien  won't  be  short  on  ammuni- 
tion to  convince  his  board  that  spending 
$124  million  on  new  plant  and  equip- 
ment in  1980  is  a  wise  thing  to  do.  At  the 
depths  of  the  1970  recession,  with  net 
income  down  45%,  the  company 
launched  CF  Air  Freight.  Today  that  sub- 
sidiary is  growing  at  40%  to  50%  a  year 
and  accounts  for  about  4%  of  revenues 
and  6%  of  earnings.  In  1975,  with  net 
income  down  33%  and  Freightliner  los- 
ing money  for  the  first  time  in  history, 
Consolidated  ended  its  25-year  agree- 
ment with  White  Motor  Corp.  to  market 
its  trucks.  Today  Freightliner  has  a  big- 
ger market  share  than  White  and  control 
of  its  own  independent  dealer  network. 

At  a  time  when  other  corporate  heads 
are  talking  in  more  conservative  terms, 
O'Brien  can  afford  to  be  aggressive.  In 
1979,  after  almost  five  years  of  no  bor- 
rowing, CF's  debt  jumped  from  12%  to 
25%  of  total  capitalization.  Today,  with 
the  prime  at  20%,  the  company's  10% 
debt  is  a  bargain.  So  is  other  debt  at  6.5% 
to  7%  rates,  obtained  through  shrewd 
use  of  tax-exempt  industrial  revenue 
bonds.  Says  Donald  E.  Moffitt,  vice  presi- 
dent of  finance  for  the  holding  company, 
"We've  already  got  what  we  need  so 
we're  not  worrying  about  today's  monu- 
mental interest  rates." 

Labor  is  also  a  less  worrisome  problem 
than  it  was.  Last  summer  Consolidated 


negotiated  an  unusually  long  six-year 
contract  with  its  Freightliner  plant 
workers  in  Indianapolis.  Wage  provi- 
sions in  the  contract  are  tied  to  the  cost 
of  living  and  foresee,  at  today's  inflation 
rates,  at  least  a  doubling  of  wages — and! 
probably  more — over  the  life  of  the  con- 
tract. "We  don't  want  work  stoppages, 
nor  do  80%  of  our  employees,"  says  Wil- 
liam E.  Critzer,  Freightliner  president. 
"We  feel  this  will  give  us  one  leg  up  in 
avoiding  the  kind  of  labor  problems 
that  have  hurt  our  truck  production 
capability  in  the  past." 

With  the  hot  breath  of  recession  on 
him,  O'Brien  has  taken  precautions.  He 
has  laid  off  some  personnel  at  both  the 
motor-carrier  and  truck-manufacturing 
operations  and  cut  truck  production 
from  63  per  day  last  fall  to  48  per  day 
now.  But  the  green  lights  for  growth  are 
still  showing.  O'Brien  is  talking  about 
adding  10  new  dealerships  for  Freight- 
liner in  the  U.S.  and  completing  a  net- 
work of  20  in  Canada.  Production  at  the 
new  Mount  Holly  assembly  plant  in 
North  Carolina  will  hit  seven  per  day  by 
the  end  of  1980  as  Freightliner  begins  to 
develop  the  eastern  seaboard  market, 
where  it  has  never  been  strong.  And  he 
expects  that  the  high  cost  of  fuel  in  1980 
will  help  make  his  1978  agreement  to 
distribute  Volvo  Class  6,  7  and  8  diesels 
in  the  U.S.  begin  to  pay  off  for  dealers 
competing  with  the  broader  product  line- 
ups of  companies  like  International  Har- 
vester, Mack  and  GMC.  Finally,  says 
Ronald  E.  Burbank,  president  of  Consoli- 
dated Freightways,  "We're  anticipating 
deregulation  by  building  new  terminals 
that  will  increase  our  LTL  business." 
Consolidated's  network  of  297  terminals 
is  large,  but  Burbank  knows  well  that 
rival  Roadway  Express,  with  a  network 
of  447  terminals,  and  Yellow,  with  253 
terminals,  will  come  to  the  same  conclu- 
sion. "That's  why  we  have  to  go  for  more 
market  share  and  expansion  in  LTL  in 
1980,"  he  says.  "The  recession  be 
damned!" 

"O'Brien  is  making  a  commitment  to 
stay  in  the  trucking  business  in  a  big 
way,"  says  William  Legg,  transportation 
analyst  for  Alex  Brown  &.  Sons  brokerage 
house  in  Baltimore.  "And  that's  what  it 
will  take  because  there  won't  be  more 
than  a  handful  of  major  transcontinental 
carriers  who  are  going  to  survive  intact 
the  competition  of  deregulation." 

Wouldn't  it  be  more  prudent  to  hold 
back  and  see  how  the  economy  goes, 
how  inflation  goes,  how  deregulation 
goes?  Maybe,  but  prudence  is  often  just 
an  excuse  for  timidity  and  Consolidat- 
ed's competitors  are  hardly  timid.  Never 
mind  that  his  stock  is  selling  at  only 
about  3.6  times  1979  earnings.  Never 
mind  that  gloom  is  gathering  fast  in  the 
financial  and  business  communities.  Ray 
O'Brien  has  decided — in  trucker  lingo— 
to  put  pedal  to  metal.  ■ 
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The  magazine  that  watches  television. 


Practically  everybody  watches  television.  And  prac- 
tically everybody  wants  to  know  more  about  it. 

Luckily  there's  a  magazine  that  also  watches  television. 
And  can  tell  you  more  about  it. 

Panorama,  created  by  the  publishers  of  TV  Guide. 

It  doesn't  just  watch  what's  going  on  "on"  television. 
It  also  watches  what's  going  on  "in"  television.  From  the 
people  to  the  programs.  From  the  news  to  the  arts. 
From  the  sports  arena  to  the  political  arena. 

If  you're  really  interested  in  television,  tune  in  to 
Panorama. 

Pick  up  a  copy  at  your  newsstand.  Buy  a  subscription 
by  calling  toll-free  800-523-7601.  (Pennsylvania  residents 
call  800-662-5180.)  Or  fill  in  the  coupon  on  the  right. 

FAN9RMM 

The  magazine  to  watch. 


It  I'm  not  delighted  by  my  first  issue,  I  may  cancel  at  once 
and  owe  nothing.  ( Merely  write  "cancel"  across  the  bill  you  receive 
or  write  for  refund  of  any  payment  made.) 

□  Please  bill  me  □  Payment  enclosed  □  Master  Charge  □  Visa 

Interbank  no.  (Master  Charge  only)  

Card  no  Exp.  Date  ,  
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Mail  to  PANORAMA,  Box  650,  Radnor,  PA  19088.  Offer*' 
expires  June  30,  1980.  Please  allow  30  to  65  days  for  delivery  of 
initial  issue.  Subscription  price  for  U.S.  only  $12.  Canada  and 

Mexico  $18.  All  other  countries  $24.      ©Triangle  Comniunicauuns  Inc  1^80 


Binning's  is 
showing  Gold 
Bond  the  light 

And  together, 
they  help  make  us 
National  Gypsum. 

National  Gypsum  is  our  name.  But 
don't  let  our  name  fool  you.  We're  one 
of  the  largest,  most  diverse 
manufacturers  and  suppliers  of  quality 
building  materials  in  the  world. 

We're  the  name  behind  Binning's 
windows  and  Gold  Bond  gypsum 
wallboard.  Plus,  we're  a  leader  in 
wallcoverings,  ceramic  tile,  bath 
enclosures,  mirrors,  storm  doors- 
over  150  different  kinds  of 
building  products. 

This  past  year  alone,  we  helped 
build  and  remodel  everything  from 
country  clubs  to  public  works  projects, 
warehouses  to  fast  food  restaurants, 
hotels  to  airports,  and  more.  While 
dividends  increased  13%. 

And  the  future  has  never  looked 
brighter.  Because  America  will  always 
be  building.  And  when  you  think  of 
building,  think  of  National  Gypsum. 
We're  gypsum  .  .  .  and  then  some. 


^National 
'Gypsum 
^Company 

A  family  of  companies  building  for  the  future. 


For  a  copy  of  our  annual  report,  write:  Dept.  PR-FB, 
4100  First  International  Building.  Dallas,  Texas  75270. 


For  those  of  you  whose  success 
cannot  be  measured  by  an  Oscar  Emmy  orlbny 

V/  tf  Ak  01  b  BUNDtfJ  'AOTCH  WHIW  !J68PROOf  ft  0 1 T  L  tO  IN  SCOTLAND  IMPORIF 0  BY  ',OMF  RSET  IMPORTERS.  I TD  .  N  ,Y  1980 


vrmand  Hammer  was  practicing  detente  long,  long  before  the  word 
lok  its  present  meaning,  and  he  was  in  the  thick  of  things  when 
WEC  got  its  hammerlock  on  the  industrial  world.  Nobody  knows 
etter  than  he  how  closely  economics  and  politics  are  intermingled. 


The  capitalist  connection 


By  James  Cook 

rO  LISTEN  TO  Ar- 
mand  Hammer 
these  days,  you 
light  think  that  if  the 
ussians  ever  do  pull  their 
oops  out  of  Afghanistan, 
ley  will  do  so  because 
hammer  personally  per- 
aaded  them  to.  That's 
;king  a  lot,  even  of  Ar- 
land  Hammer,  but  don't 
iscount  this  aging,  owl- 
yed  man  who  heads  up 
os  Angeles'  Occidental 
etroleum.  Close  to  a  de- 
ide  ago,  Forbes  thought 
hammer  was  getting  too 
Id  for  his  job  and  suggest- 
i  he  ought  to  retire  for 
le  good  of  his  stock- 
olders.  Hammer  didn't 
ire  much  for  the  idea, 
id  made  his  feelings 
nown  a  few  months  lat- 
',  when  one  of  our  edi- 
>rs  ran  into  him  at  a  din- 
zr  party.  Hammer  did  a 
ttle  tap  dance  and  said, 
You  think  I'm  too  old,  do 


1980:  Soviet  President  Brezhnev,  Occidental  Chairman  Hammer 
On  and  off  for  nearly  60  years  now,  Armand  Hammer  and  various 
Soviet  leaders— from  Lenin  to  Brezhnev — have  been  using  each 
other  to  their  mutual  advantage.  "I  help  him,"  Brezhnev  once 
burbled,  "he  helps  me.  It  is  mutual.  We  do  not  discuss  secrets."  In 
the  Twenties,  Hammer  was  trading  U.S.  grain  for  Russian  furs.  In 
the  Seventies,  it's  been  U.S.  phosphate  for  Russian  ammonia — 
under  a  celebrated  $20  billion  barter  agreement.  The  Afghanistan 
crisis  ruined  that  contract.  But  the  heaviest  burden  is  on  Oxy, 
which  now  must  find  other  markets  for  its  phosphate  production. 


du?"  Our  editor  blushed  and  muttered  an  inarticulate  reply. 
Because  of  his  obvious  showmanship,  his  ample  ego,  his 
ighly  personal  style,  people  who  are  naturally  skeptical  find  it 
isy  to  underestimate  Hammer.  Forbes,  being  naturally  skep- 
cal,  made  that  mistake.  He  was  73  when  we  recommended 
im  for  retirement,  Occidental  was  a  shaky  company  and 
zaded  for  a  $48  million  loss.  He  is  81  now,  and  Occidental  has 
Tierged  as  one  of  the  U.S.'  dozen  largest  oil  companies,  with 
lajor  positions  in  Libya,  the  North  Sea  and  Peru.  And  not  only 
il:  It's  an  important  producer  of  coal  and  chemicals  as  well.  It 
imed  $562  million  last  year  on  $9.6  billion  in  sales  and  a 
'eathtaking  44%  return  on  equity,  probably  the  highest  of  any 
lajor  company  in  the  oil  industry.  You  can't  knock  a  record 
ke  that. 

Does  life  begin  at  70?  Not  really.  Hammer  already  had 
.•hind  him  a  half  dozen  other  careers — in  pharmaceuticals, 
Lternational  trade,  whiskey  and  distilling,  art,  cattle  breeding 
id  broadcasting.  You  can't  even  quite  discount  the  possibility 
lat  Hammer  may  actually  succeed  in  doing  something  about 


Afghanistan.  Hammer  has 
never  been Just  a  business- 
man. He's  a  public  figure, 
a  cultivator  of  celebrity, 
the  equal  of  presidents 
and  kings.  A  friend  of 
Brezhnev,  Russia's  cur- 
rent president,  he  was  also 
a  personal  friend  of  Niko- 
lai Lenin,  the  father  of  the 
Russian  revolution.  It  was 
Hammer  who  inaugurated 
U.S. -Soviet  trade  in  the 
first  place — with  the  grain 
trade,  back  in  1921 — and 
for  nearly  60  years  he  has 
been  its  most  outspoken 
American  proponent. 
When  Armand  Hammer 
talks,  the  Russians  are 
likely  to  listen. 

With  most  people,  their 
business  activities,  their 
careers,  are  in  one  com- 
partment, their  personal 
lives,  their  hobbies,  are  in 
another.  Not  so  with  ex- 
traordinary characters 
like  Armand  Hammer. 
For  Hammer  everything 
runs  together.  He  is  an  oil- 


man first  of  all,  but  he  is  also  an  art  dealer,  through  the 
Hammer  and  Knoedler  galleries  that  he  and  his  brother  Victor 
own.  And  he  has  shrewedly  used  his  cultural  and  political 
connections  to  advance  his  business  interests.  There's  the  $50 
million  Armand  Hammer  Collection,  which  is  constantly  on 
tour,  bringing  business  opportunities  to  Occidental,  and 
there's  the  series  of  art  exhibitions  he  has  organized  over  the 
years  that  have  been  major  cultural  events — Impressionist 
paintings  from  the  Pushkin  museum  (1972),  for  instance,  art 
treasures  from  the  Mexican  national  museums  (1978).  "My  art 
collection,"  Hammer  says,  "has  opened  a  lot  of  doors  in  those 
countries  I  deal  with.  I  see  the  heads  of  state.  I  make  the  deals. 
If  I  see  an  opportunity,  I  start  at  the  top,  and  then  I  send  my 
team  in." 

It  may  not  be  true  that  if  he  died  tomorrow,  Oxy's  stock 
would  go  up,  as  one  unadminng  analyst  predicts,  but  it  is  true 
that,  more  than  most  companies,  Occidental  is  the  creature  of 
the  man  who  created  it,  and  he  runs  it  pretty  much  as  he  sees 
fit.  Do  most  business  executives  live  in  thrall  to  their  own 
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lawyers?  Not  Armand  Hammer,  who  acts  first  and  lets  his 
lawyers  worry  about  the  consequences.  He's  distrusted  by 
securities  analysts  because  they  never  quite  believe  what  he 
says — partly  because  Occidental's  earnings  do  have  a  way  of 
fluctuating  wildly.  The  Securities  tk  Exchange  Commission 
watches  him  like  a  hawk.  Four  times  the  SEC  has  launched 
investigations  of  Hammer  and  Occidental,  and  three  times 
Oxy  has  signed  consent  decrees  promising  to  stop  doing  what 
they've  never  admitted  doing  in  the  first  place.  His  convic- 
tions change  with  the  times.  He's  a  lifelong  Democrat,  but 
events  made  him  a  Nixon  supporter  and,  a  few  years  ago,  he 
nearly  went  to  jail  for  making  illegal  political  contributions  to 
Nixon's  1972  presidential  campaign.  A  pirate,  a  scoundrel,  a 
capitalist  predator  is  what  his  enemies  call  him.  But  could  an 
ordinary  man,  living  by  the  rules,  do  what  he  has  done? 
Besides,  how  can  you  apply  the  term  "capitalist  predator"  to  a 
person  whose  Soviet  connections  go  back  almost  to  the  early 
days  of  the  Bolshevik  revolution? 

■  Hammer  was  brought  up  not  in  the  climate  of  Darwinian 
free  enterprise  but  in  the  revolutionary  ferment  of  Marxist 
socialism.  Russia  was  his  Harvard  Business  School  and  Whar- 
ton School  of  Finance,  and  he 
learned  how  to  make  money,  not 
in  the  give  and  take  of  the  capital- 
ist U.S.  but  in  the  controlled  econ- 
omy of  the  Soviet  Union  with  the 
Soviet  government  itself  as  his 
partner. 

This  consummate  entrepreneur 
was  born  in  the  Bronx  in  1898,  the 
son  of  Russian  immigrants.  His 
great-grandfather,  Vladimir,  was, 
he  says,  a  shipbuilder.  His  grandfa- 
ther, Jacob,  lost  the  family  fortune 
and  wound  up  an  insurance  sales- 
man in  New  York.  His  father,  Ju- 
lius, was  a  physician  and  small 
businessman,  a  radical  socialist 
and  a  driving  force  in  what  grew  up 
to  be  the  American  Communist 
Party.  "As  a  young  man,  my  father 
got  a  job  in  a  steel  mill,"  Armand 
Hammer  says,  "and  that's  where 
he  got  his  socialist-Marxist  back- 
ground. He  came  to  be  sympathet- 
ic to  the  poor  and  exploited." 

The  elder  Hammer  worked  his 
way  through  Columbia  medical 
school  and  went  into  practice  as  a 
physician  in  the  Bronx  where  he 
was  active  in  the  Socialist  Labor 
Party,  met  Lenin  at  a  party  con- 
gress in  1907,  and  was  fiercely 
committed  to  changing  the  world 
he  lived  in.  "He  was  imbued  with 
Marxist  theories,"  Hammer  says 
today,  "and  like  some  of  the  Stalin- 
ists in  Russia  he  felt  that  commu- 
nism was  the  wave  of  the  future." 

Julius  Hammer  named  his  son 
Armand,  according  to  a  story  Har- 
vard's Daniel  Yergin  recounts,  after  the  symbol  of  the  Socialist 
Labor  Party:  the  working  man's  arm  holding  a  hammer.  Ham- 
mer himself  has  a  different  story.  He  says  he  was  named  for 
the  lover  in  Alexandre  Dumas'  Camille,  a  more  romantic  but 
hardly  more  probable  explanation.  Legend?  Truth?  The  line  is 
hard  to  draw  with  any  man.  With  Armand  Hammer  it  is 
almost  impossible.  What  is  not  legend,  however,  is  the  deep 
and  abiding  connection  between  the  Hammers  and  the  govern- 
ment that  was  installed  in  Russia  after  the  Bolshevik  revolu- 
tion of  1917. 


1922:  Dr.  Hammer  aboard  the  S.S.  Majestic 
A  go-getter,  an  opportunist  and  an  idealist, 
young  Dr.  Hammer  went  to  Russia  in  1921  to 
collect  some  bills  the  Soviet  government  owed  his 
family  drug  firm  and  stayed  on  to  become  the 
main  conduit  for  U.S.  Soviet  trade.  Moved  by  the 
Russian  famine,  Hammer  came  up  with  a  scheme 
for  bartering  Russian  furs  for  American  grain 
and  so  won  the  attention  and  patronage  of  Lenin 
himself.  Lenin  died  in  1924,  but  Hammer  has 
shrewdly  exploited  their  friendship  for  nearly  a 
half-century  now  in  the  Communist  bloc. 


When  Armand  was  ready  to  enter  Columbia  medical  school 
in  1917,  the  family  drug  business  was  close  to  bankruptcy,  and 
Julius  asked  Armand  to  look  after  it  in  his  spare  time.  Julius 
Hammer  was  an  active  and  outspoken  supporter  of  the  Bolshe 
vik  cause,  and  in  1919  when  the  new  Soviet  government 
opened  a  trade  office  in  New  York,  he  became  commercial 
attache'  under  Ambassador  Ludwig  Martens.  Martens  sent 
Hammer,  whom  the  New  York  Times  described  as  a  Lenin- 
Trotsky  propagandist,  around  the  U.S.  trying  to  persuade  U.S 
businessmen  to  trade  with  the  Russians.  Thus  began  a  durable 
element  in  Soviet  policy,  albeit  one  that  is  sometimes  sacri- 
ficed to  other  Soviet  ambitions:  the  recognition  that  U.S. 
technology  and  materiel  production  are  necessary  to  the  long- 
term  success  of  the  Soviet  revolution.  Detente  is  only  the 
latest  manifestation  of  this  Soviet  tendency. 

Writing  in  1921,  the  New  York  Times  thought  that  the  Ham- 
mer family's  affluence  was  traceable  to  its  role  in  furthering 
that  particular  Soviet  interest.  "Up  to  the  time  Dr.  Hammer 
became  Commercial  Attache  of  the  Soviet  Bureau,"  the  Times 
reported,  "he  appeared  to  be  in  modest  circumstances,  it  was 
said,  but  soon  after,  he  moved  his  family  into  an  expensive 

apartment  in  the  Ansonia  Hotel 
and  bought  several  automobiles." 
Armand  Hammer  has  a  different 
version.  He  says  the  family's 
sharply  improved  fortunes 
stemmed  from  his  own  efforts  in 
turning  the  small  but  neglected 
family  drug  company  into  a  mon- 
eymaker. "I  was  a  capitalist  when  I 
was  a  student  in  medical  school," 
he  says  briskly.  "I  made  my  first 
million  as  a  student." 

Young  Armand  certainly  did 
demonstrate  a  shrewd  combina- 
tion of  promotion  and  opportun- 
ism. He  cornered  the  market  for 
ginger.  Mixed  with  water,  tincture 
of  ginger  makes  a  semialcoholic 
drink,  which  came  much  into  de- 
mand as  Prohibition  went  into  efn 
feet.  But  the  really  big  money  he 
probably  made  in  whiskey.  Ham- 
mer bought  large  quantities  of 
bonded  liquor  and  proceeded  to  sell 
it  as  medicine  to  drugstores.  "We 
had  a  warehouse  full  of  it  when 
Prohibition  came,"  Hammer 
chuckles  in  memory.  "I  have  a 
knack  for  sniffing  out  opportuni- 
ties, especially  with  things  that  are 
coming  in  short  supply.  Whiskey, 
for  example.  Oil." 

With  the  end  of  World  War  I,  the) 
U.S.  underwent  one  of  its  periodic 
fits  of  anticommumst  hysteria, 
and  Julius  Hammer  was  inevitably 
caught  in  it.  In  July  1919,  one  of  his 
patients  died  after  a  therapeutic 
abortion,  and  the  doctor  was 
charged  with  criminal  abortion, 
convicted  a  year  later  and  sent  to  Sing  Sing  for  a  minimum  of 
three  years.  As  Armand  Hammer  tells  it,  the  operation  was 
medically  justified,  but  it  provided  his  father's  political  en- 
emies with  the  opportunity  to  railroad  him  into  Sing  Sing.  On 
appeal  Hammer  hired  the  renowned  William  Fallon,  the 
"Great  Mouthpiece,"  to  handle  the  case,  but  it  was  too  late.  If 
Fallon  had  handled  the  case  from  the  beginning,  Armand 
Hammer  believes,  his  father  would  never  have  gone  to  jail.  The 
experience  taught  Hammer  an  important  lesson:  Never  go  into 
court  without  the  best  legal  talent  available.  Hammer  himselt 


46 


FORBES,  APRIL  28.  1980 


ever  does.  One  of  his  attorneys  is 
he  highly  publicized  Louis  Nizer, 
/hose  law  partner,  movie  execu- 
ive  and  Democratic  party  bigwig 
uthur  Krim,  serves  on  Occiden- 
t's board  of  directors. 

While  Hammer  espoused  none  of 
is  father's  communism,  he  was 
learly  fascinated  by  what  was  be- 
innmg  to  take  shape  in  revolu- 
onary  Russia.  On  graduating  from 
aedical  school  in  1921,  he  decided 
a  wait  six  months  before  taking 
p  his  internship  at  Bellevue  Medi- 
al Center  and  go  to  Russia  in- 
tead.  The  Soviet  government 
wed  him  $150,000  for  some  medi- 
al supplies  he  had  sent  them  dur- 
lg  the  postwar  Allied  blockade  of 
ae  Soviet  Union.  And,  besides, 
lere  was  a  typhus  epidemic  raging 
iere,  and  young  Dr.  Hammer 
lought  he  could  help.  He  laid  out 
ver  $100,000  for  an  ambulance 
id  a  fully  stocked  World  War  I 
arplus  field  hospital  and  took  off. 

"I  wanted  to  be  a  doctor,"  Ham- 
ler  recalls,  "the  way  my  father 
ras  a  doctor.  He  was  a  great  hu- 
lamtarian.  He  was  hardworking, 
very  decent  man.  He'd  call  on  a 
atient  that  didn't  have  any  money 
ad  not  only  did  he  not  send  him  a 
ill,  he'd  leave  him  some  money 
ir  medicine." 

When  he  got  to  Russia,  Hammer 
iscovered  the  real  problem  wasn't 
-'phus  but  starvation,  and  while  he 
as  in  the  Urals  waiting  for  his 
ospital  equipment  to  arrive,  he 
ime  up  with  the  idea  of  swapping 
.S.  grain  for  Russian  hides  and 
irs — the  prototype  of  the  Occi- 
?ntal  fertilizer  deal  50  years  later 
lat  became  a  cornerstone  of  de- 
:nte.  "It  was  an  idea  that  changed 
iy  life,"  Hammer  said  later.  At 
lat  point,  he  insists,  it  was  just  a 
umanitarian  gesture.  "The 
lought  of  doing  business  or  mak- 
lg  a  profit  did  not  enter  my  head 
:  the  time."  That  grain  contract 
rought  him  to  the  attention  of 
enin,  Hammer  says,  and  won  him 
is  protection  and  patronage.  "Le- 
in  said  to  me  that  communism 
as  not  working,"  Hammer  says. 
Things  had  reached  their  lowest 
:vel  in  the  whole  civil  war,  every- 
ling  had  stopped  and  it  was  only 
enin's  genius  in  introducing  cap- 
alistic  methods  and  private  property  that  brought  life  back 
lto  the  country.  He  called  it  a  new  economic  policy,  and  he 
anvinced  me  there  were  going  to  be  great  new  opportunities 
ir  business  between  the  U.S.  and  Russia.  He  wanted  foreign- 
rs  to  come  in,  and  he  said,  'Why  don't  you  be  the  first 
ancessionaire? '  and  I  was." 

Hammer  turned  his  back  on  his  medical  career.  He  was 
ven  an  asbestos  concession  in  the  Urals  and  set  up  the  Allied 
mencan  Corp.  in  Moscow,  in  what  used  to  be  jeweler  Carl 


1921-30:  Hammer  pencils  (above ),  Ford  tractors 
At  Lenin's  suggestion.  Hammer  became  a  Russian 
concessionaire,  and  though  Hammer's  asbestos 
concession  never  paid  off,  he  apparently  did  well 
representing  38  V.S.  manufacturers,  including 
Ford,  whose  Fordson  tractors  Hammer  imported 
to  the  Urals  in  1923,  when  Anastas  MUcoyan  was 
local  commissar,  When  Stalin  came  to  power. 
Hammer  lost  his  concession,  but  was  given  a  pen- 
cil monopoly  instead— a  venture  he  built  by 
buying  the  skills  and  technology  he  needed  from 
A.W.  Faber  and  by  introducing  such  capitalist 
devices  as  piecework  to  the  Workers'  Paradise. 


sian  goods.  It  was  a  50-50  com- 
pany, 50%  owned  by  the  Soviet 
government,  50%  by  Hammer,  and 
the  profits  were  split  accordingly. 
Hammer  became  the  official  repre- 
sentative of  Ford  and  37  other  U.S. 
companies,  including  U.S.  Rubber, 
Underwood  typewriters  and  Parker 
Pen,  and  for  several  years  Ham- 
mer's Allied  American  Corp.  was 
the  prime  vehicle  for  U.S. -Soviet 
trade.  "Fully  support  these  persons 
and  their  enterprise,"  Lenin  wrote 
in  a  letter  to  Stalin.  "This  is  a  small 
road  to  the  American  'business' 
world,  and  we  must  do  everything 
to  utilize  this  path." 

How  much  money  Hammer  ac- 
tually made  from  either  the  asbes- 
tos or  the  trading  operation  is  any- 
body's guess.  They  gained  him 
valuable  experience,  however.  The 
ruble  was  not  convertible  in  those 
days,  and  Hammer  had  to  run  what 
he  calls  a  balanced  barter  oper- 
ation— to  export,  that  is,  as  much 
as  he  imported,  and  so  like  lohn 
Jacob  Astor,  he  ran  a  network  of 
fur-gathering  stations  throughout 
Siberia  to  keep  him  going. 

When  Hammer's  asbestos  con- 
cession was  canceled  in  1925  and 
Allied  American  Corp.  was  sup- 
planted by  Amtorg,  the  official 
government  trading  agency,  Ham- 
mer floundered  around  for  some- 
thing else  to  do.  In  the  end,  he 
decided  to  ask  for  a  Russian  pencil 
concession.  "Why  do  you  want  a 
concession  for  the  manufacture  of 
pencils?"  Lenin  asked  him,  or  so 
Khrushchev  reported  when  he  told 
the  story  four  decades  later.  "Mr. 
Lenin,"  said  Flammer,  "you  have 
set  a  goal  that  everybody  should 
read  and  write  and  you  haven't  any 
pencils.  Therefore  I  will  manufac- 
ture them." 

Hammer  hadn't  the  slightest 
idea  how  to  make  pencils,  and  pen- 
cil technology — which  was  and  is 
considerable — was  the  private  pre- 
serve of  Germany's  A.W.  Faber, 
which  for  all  practical  purposes  had 
a  worldwide  monopoly.  Undiscour- 
aged,  Hammer  took  off  for  Nurem- 
berg where  the  promise  of  high  sal- 
aries won  him  the  Faber  workers 
and  Faber  technology  he  needed  to 
set  himself  up  in  business.  Within 
six  months,  Hammer  had  a  plant 
on  the  outskirts  of  Moscow  in  production,  turning  out  $2.5 
million  worth  of  pencils  the  first  year,  $4  million  the  second. 
Hammer's  profits  rose  even  more.  Workers'  Paradise  or  no, 
Hammer  introduced  piecework  to  the  plant  and  the  Soviet 
Union,  and  profits  and  productivity  shot  up  sharply.  By  1929, 
Hammer  had  five  plants  making  pens,  pencils  and  metal  arti- 
cles, and  business  continued  to  boom.  Hammer  had  learned 
another  valuable  lesson:  If  you  don't  have  the  talent  or  technol- 
ogy you  need  for  the  job,  you  can  generally  buy  them.  Presum- 


i beige's  workshop,  and  bartered  autos  and  tractors  for  Rus-    ably,  the  Faber  people  were  furious — just  as  were  the  big  oil 
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companies  when,  decades  later,  Hammer  in  a  similar  way 
raided  them  tor  personnel  and  technology. 

Had  Lenin  not  died  so  soon  or  had  someone  other  than 
Joseph  Stalin  come  to  power,  the  whole  history  of  the  Soviet 
Union  might  have  been  different.  The  whole  society  might 
have  taken  a  turn  to  the  right — back  toward  free  enterprise  and 
individualism.  It  was  not  to  be. 

Stalin's  ascendancy  put  an  end  to  Hammer's  years  in  Russia. 
"I  couldn't  do  business  with  Stalin, "  Hammer  says.  "Lenin  had 
died,  and  I  lost  my  friend  I  sold  out,  and  they  let  me  take  my 
art  treasures  with  me — my  warehouses  were  full  of  all  I  had 
collected.  From  1930  on,  I  had  no  international  business,  no 
connection  with  the  Russians  for  31  years.  I  built  up  the  art 
business." 

Half  P.T.  Bamum,  half  Bernard  Berenson,  Hammer  proceed- 
ed to  market  the  Czarist  art  he  had  collected  in  Russia.  He 
called  it  the  Romanov  Treasure  and  sold  it  through  department 
stores  throughout  the  U.S.  With  his  brother  Victor,  he  set  up 
Ins  own  gallery,  the  1  lammer  Galleries,  just  off  Fifth  Avenue  in 
New  York,  made  a  big  public  splash  as  liquidator  of  the  William 
Randolph  Hearst  art  collection,  and  went  about  mixing  busi- 
ness with  pleasure,  assiduously 
winning  friends  and  influencing 
people — presidents  and  congress- 
men, millionaires  and  mounte- 
banks, industrialists  and  intellectu- 
als. During  the  next  20  years,  Ham- 
mer divorced  his  Russian  wife  and 
married  an  American  one,  got  into 
and  out  of  the  whiskey  and  distill- 
ing business,  into  and  out  of  the 
Black  Angus  cattle  business, 
bought  and  sold  the  Mutual  Broad- 
casting System,  and  finally  in  1954 
liquidated  everything,  divorced 
again  and  married  his  present  wife, 
I  ranees  Tolman.  A  millionaire 
many  times  over,  in  1956  he 
moved  to  California  and  retire- 
ment, preparing  at  the  age  of  58  to 
live  happily  ever  after.  And  why 
shouldn't  he? 

But  very  quickly  he  found  him- 
self bored,  and  when  he  had  a 
chance  to  lend  a  failing  oil  com- 
pany named  Occidental  Petroleum 
$50,000  for  an  interest  in  two  wells 
that  had  more  promise  as  tax  shel- 
ters than  as  producing  properties, 
he  jumped  at  it.  The  wells  came  in, 
and  Hammer  quickly  worked  out  a 
partnership  with  a  drilling  contrac- 
tor named  Eugene  Reid. 

Oxy  was  not  the  only  small  out- 
fit that  was  to  blossom  into  a 
wealthy  enterprise  in  the  oil  busi- 
ness of  the  Sixties  and  Seventies 
but  none  grew  like  Oxy,  which 
from  the  beginning  benefited  from  Hammer's  remarkable  un- 
derstanding of  how  politics  and  economics  intersect. 

"I  always  had  the  idea  that  I  wanted  to  build  a  successful  oil 
company,"  Hammer  says,  "and  as  you  can  imagine,  my  ambi- 
tions were  not  limited  to  the  U.S."  As  it  happened,  Oxy's 
opportunity  to  go  abroad  came  about,  indirectly,  because  of 
what  Hammer  calls  his  Russian  connection.  In  1961,  less  than 
four  years  after  Hammer  took  over  as  Occidental's  chief  execu- 
tive, President  Kennedy  sent  him  on  a  trade  mission  to  Russia, 
where  Hammer  talked  trade,  made  new  friends  and  renewed 
old  acquaintances.  On  the  way  home,  he  stopped  off  in  a 
number  of  other  countries,  among  them  Libya,  whose  oil 
boom  was  just  getting  under  way.  "I  saw  what  was  going  on 


1954  With  Eleanor  Roosevelt  at  Campobello  Island 
Hammer  cultivated  everybody  worth  cultivating, 
from  the  Kennedys  and  Roosevelts — whose  Cam- 
pobello retreat  he  bought  and  gave  to  the  V.S. 
and  Canadian  governments  in  1962 — to  Fred 
Gimbel  and  Paul  Getty.  Hammer  not  only  hobnobs 
with  the  world's  rulers  and  shakers,  he  hires  ex- 
senators,  cabinet  ministers  and  members  of  par- 
liament to  go  about  Oxy's  business. 


there,"  Hammer  says,  "and  I  wanted  to  get  in  on  it."  Occident- 
al was  too  late  for  the  first  round  of  Libyan  concessions — those 
went  mainly  to  maiors,  but  Oxylibya  was  incorporated  in 
lanuary  1961,  and  on  the  second  round,  in  1965,  Hammer  was 
prepared  to  make  his  big  play — with  a  net  worth  of  only  $55 
million. 

Oxy  had  one  clear  advantage.  Libya  wanted  to  avoid  being 
dominated  by  the  majors  and  encouraged  independents  like 
Oxy  to  come  in.  And  so,  in  February  1966  Occidental  Petro- 
leum walked  off  with  two  of  the  most  prized  concessions — one 
in  competition  with  6  other  companies,  the  other  in  competir  j 
tion  with  16.  Hammer  has  always  explained  Oxy's  success  by 
his  sensitivity  to  Libyan  sensibilities.  For  example,  he  submit- 
ted his  bid  on  a  sheepskin  tied  up  with  the  tneolored  ribbons  of 
Libya's  national  flag. 

But  more  than  ribbons  may  have  been  involved.  Many 
observers  at  the  time  believed  that  Oxy  won  over  Libya's 
Royal  Counselor,  Omar  Shalhi,  a  man  whom  the  childless  King 
Idns  had  brought  up  as  his  son.  For  years,  the  Shalhi  family  had 
run  the  country  like  a  private  business,  and  Omar  himself  was 
considered  likely  to  succeed  Idris  if  he  finally  did  abdicate,  as 

he  repeatedly  threatened  to  do.  Oc-j 
cidental,  according  to  one  congres-  I 
sional  source,  agreed  to  pay  him  an 
overriding  royalty  of  2.7%  of  the 
profits  it  made  in  Libya — roughly 
$1  million  a  year.  After  all,  in  Lib- 
ya, in  those  days,  payoffs,  running 
sometimes  into  the  millions,  were 
a  prerequisite  for  doing  almost  any- 
thing, as  it  still  is  in  most  places 
throughout  the  world. 

Hammer  staunchly  denies  that 
any  such  transaction  ever  took 
place  and  the  truth  may  never  be 
known.  At  any  rate,  the  real  prob- 
lem was  finding  the  oil.  Oxy's  con- 
cessions had  already  been  explored 
by  Mobil  and  the  Oasis  group  and 
abandoned  without  finding  any  oil,  I 
and  for  a  time  Occidental  fared  no  ' 
better — not  even  with  the  use  of  j 
technically  advanced  seismic 
equipment.  "My  partner,  Mr. 
Reid,"  Hammer  recalls,  "wanted  to 
pull  out.  He  said  to  the  board,  'This 
is  no  place  for  Occidental;  this  is  a  | 
place  only  for  the  big  boys.'  I  was 
determined  to  push  on,  and  the 
very  next  well  had  10,000  barrels  a  | 
day."  Within  two  years  Oxy  was 
exporting  over  200,000  barrels  a 
day  and  headed  for  a  million  by 
1970.  By  1969,  it  was  the  world's 
sixth-largest  international  produc- 
ing company — behind  Aramco,  the 
Iranian  Consortium,  IPC,  Kuwait 
Oil  and  Creole. 
But  long  before  he  got  his  first  well  into  production,  Ham- 
mer moved  to  protect  his  position.  He  worked  out  a  deal  with 
California's  Signal  Oil  to  market  Oxy's  oil  on  a  commission 
basis  through  its  European  marketing  and  refining  system,  and 
at  the  same  time  he  picked  up  an  option  to  buy  the  whole 
European  operation  for  $1 10  million  in  cash  and  stock.  By  the 
time  the  first  oil  reached  Europe,  Signal  had  sold  enough  to  be 
entitled  to  some  $200  million  in  commissions.  Instead  of 
paying,  Hammer  exercised  the  option  to  buy.  "I  got  the  whole 
thing  for  nothing,"  he  once  said,  "and  I  saved  $100  million  on 
the  deal." 

But  Hammer's  triumph  was  short-lived.  In  September  1969, 
King  Idris  was  overthrown,  and  by  early  1970  Muammar  el 
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Long  distance  calls.  Face  to  face. 


In  today's  business  climate,  success 
very  often  comes  from  making  a  personal  call, 
while  others  are  making  a  phone  call. 

Considering  the  inflated  cost  of  business 
travel,  that  success  doesn't  come  cheap. 

But  if  you're  committed  to  success, 
and  charged  with  economy,  Beechcraft  has 
an  alternative  that  can  give  you  both. 

The  company  plane. 

We  can  show  you,  in  black  and  white, 
how  a  Beechcraft  company  plane  can  cost  you 
less  than  you're  spending  now  on  a  company 
car,  long  distance  air  fare,  and  unproductive 
long  distance  phone  calls. 

Efficiency  is  the  secret.  Fuel  efficiency, 
time  efficiency,  and  investment  efficiency. 

We  can  show  you  how  other  companies, 
companies  of  all  sizes,  have  turned  that 
efficiency  into  rapid  expansion  or  increased 
profitability,  or  both. 

It's  a  simple  matter  of  economics.  The 
economics  of  getting  there  first.  And  getting 


back  with  the  business  instead  of  the  expenses. 

If  the  shortcomings  of  long  distance  are 
taking  a  toll,  write  Beech  for  some  answers 
that  can  take  your  company  off  hold, 
i  '■  1 

Send  for  your  free  Management  Guide 
to  Business  Aviation  in  the  '80's  and  put 
the  business  back  in  business  travel. 

Write  us  on  your  company  letterhead, 
and  we'll  send  you  everything  you  need 
to  decide  whether  your  company  can 
profitably  use  a  Beechcraft.  And  which 
Beechcraft  suits  you  best.  Write  to: 
Beech  Aircraft  Corporation,  Dept.  K 5, 
Wichita,  Kansas  67201,  and  please 
mention  if  you're  a  pilot.  If 
you'd  rather  call,  call  collect 
and  ask  for  Dick  Showalter,  Jr. 
(316)  681-7072. 

«5  Member  of  General  Aviation 
Manufacturers  Association 


The  Beechcraft  Duke.  The  ultimate  owner  flown  business  aircraft.  It  can  fly  6  people  at  over  280  mph  in  pressurized  comfort. 


For  over  90  years 
Diamond  grew  like  a  great  tree. 


Now  look  how  we're  growing. 


In  the  last  two  years  Diamond  has  put  on 
one  of  the  more  impressive  sales/earnings 
performances  in  our  99-year  history. 
We  also  increased  our  cash  dividend 
and  declared  a  special  10%  stock 
dividend.  What  happened? 

"Nothing  is  sacred,"  we  said. 

Healthy  companies,  like  healthy 
trees,  periodically  need  pruning.  Let 
the  chips  fall  where  they  may.  At 
Diamond  this  meant  consolidating  «^ 
and  closing  certain  marginal  or 
obsolete  operations.  As  a  result  we 
freed  up  dollars  for  use  in  areas  that 
show  the  greatest  potential  growth  and 
return.  For  example: 


Proper  pruning 
=  bigger  profits 


We  added  55  home  centers. 

This  gave  us  a  new  total  of  123  Diamond  outlets 
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total  sales  to  nearly  $350  million 
(double  1975).  We  expect  their  revenues 
to  top  half  a  billion  dollars  by  1983. 

We  boosted  tissue  _ 
capacity. 

Another  way  we 
maximized  our 
use  of 
assets  was 
a  major 
tissue  mill 
expansion. 
This  added 
100  tons  per  day  .1 
to  our  Vanity  Fair  \m 
tissue  capacity.  It  also 
underscored  our  philosophy 
of  adding  value  to  our  basic 
commodity,  trees,  by  bring 
ing  them  closer  to  the 
ultimate  consumer. 

Only  a  beginning. 

The  new  decade  could  be  Diamonds  most 
dramatic.  We've  doubled  our  two-piece  metal 
can  capacity.  We've  expanded  our  carton  and 
paperboard  plants.  We're  strengthening  our 
energy  self-sufficiency.  We're  developing  new 
products  for  the  growing  fast  food  and  microwave 
oven  markets. 

Write  for  our  quarterly  and  annual  reports. 
Diamond  International,  733  Third  Avenue, 

New  York,  NY  10017.      ©  1980  Diamond  International  Corporation 
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that  sell  building  supplies  to  contractors  and  do- 
it-yourselfers.  It  also  pushed  our  Retail  Group's 
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International 


Forest  Products  •  Packaging  &  Printing  •  Pulp  &  Paper  ■  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


Who  could  blame  you  ? 

~5  LITER  BOTTLE  •  12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  .  86  PROOF  .  GENERAL  WINE  &  SPIRITS  CO..  N.Y..  N  Y. 


iddafi  and  his  so-called  Revolutionary  Command  Council 
d  begun  demanding  what  at  the  time  seemed  an  exorbitant 
crease  in  the  posted  price  of  oil — 44  cents  a  barrel.  Oxy  was 
pecially  vulnerable  to  Qaddafi's  threats.  It  had  no  other 
urce  of  crude  to  meet  its  European  marketing  obligations, 
d  it  depended  heavily  on  Libya  for  the  cash  flow  to  service 
,  $863  million  in  long-term  debt.  Even  worse,  what  if  Qadda- 
>  henchmen  could  claim  that  Oxy's  concessions  had  been 
tamed  by  bribing  public  officials-  Oxy  could  lose  its  entire 
vestment,  concession  and  compensation  alike. 
To  increase  the  pressure,  Qaddafi's  gang  claimed  that  Oxy 
is  overproducing  its  wells  and  in  three  steps  ordered  the 
mpany  to  cut  back  its  production — from  800,000  to  425,000 
rrels  a  day.  Hammer  began  moving  heaven  and  earth  to  find 
ernative  sources  of  oil.  He  flew  off  to  Egypt  to  look  at  some 
.  concessions  and  found  time  to  ask  Nasser,  Qaddafi's  model 
d  mentor,  to  try  to  persuade  him  to  go  easy.  He  asked  Exxon 
'  alternative  supplies  at  cost — and  was  offered  oil  at  market 
ices,  prices  at  which  Occidental  couldn't  compete  with 
xon  or  anyone  else  in  Europe.  Hammer  was  an  outsider,  and 
e  major  oil  companies  wouldn't  have  been  much  distressed 
see  him  go  under, 
[n  late  August,  reports 
at  Libya  was  prepared 
confiscate  Oxy's  con- 
ssion  in  celebration  of 
e  first  anniversary  of 
t  revolution  brought 
immer  flying  to  Libya, 
was  the  one  time  Ham- 
;r  says  he  was  really 
aid  he  was  going  to  lose 
i  company.  On  Sept.  1, 
xidental  caved  in  and 
;ned  an  agreement 
inting  the  Libyans 
*her  taxes  and  a  30-cent 
ice  increase.  Within  a 
3nth,  independents  and 
ijors  alike  had  caved  in 
well. 

Though  nobody  knew  it 
the  time,  it  was  the  be- 
tning  of  the  end  for  the 
e  of  cheap  energy.  Find- 
l  a  weak  spot  in  the  in- 
national  oil  industry, 
j  radical  Libyans  had 
ploited  it.  The  stage 
is  set  for  oil  to  rise  from 
aghly  $2  a  barrel  to 
jre  than  S30  in  less  than 


decade.   For  the  first 


1975:  Off  to  court  in  a  wheelchair 

A  lifelong  Democrat,  Hammer  nonetheless  made  contributions  to 
Nixon's  1972  presidential  campaign — illegal  contributions  as  he 
eventually  was  forced  to  confess— and  the  strain  was  so  great 
that  he  developed  a  serious  heart  condition  and  went  to  court  in  a 
wheelchair.  Hammer  welcomed  the  Nixon-Kissinger  policy  of  de- 
tente. His  lawyer,  the  redoubtable  Louis  Nizer,  has  described 
Hammer  as  unabashedly  litigious,  but  Hammer  is  a  defendant  as 
often  as  a  plaintiff.  In  lawyers.  Hammer  wants  nothing  but  the 
best,  with  reason.  For  lack,  of  competent  counsel  his  father  was 
railroaded  into  prison  during  the  Red  Scare  of  the  Twenties. 


ne,  a  producing  country  had  successfully  dictated  prices  to 
e  majors,  and  it  provided  the  weapons  with  which,  a  few 
jnths  later,  OPEC  finally  wrested  control  of  the  world's  oil 
ices  away  from  the  oil  companies  and  so  changed  the  founda- 
>ns  of  the  world's  economy  (Forbes,  Apr.  15.  1976).  In  retro- 
ect,  Oxy's  Libyan  settlement  may  have  been  the  most  im- 
rtant  single  event  since  the  end  of  World  War  D — and  one 
at  marked  a  turning  point  for  the  modern  world. 
Hammer  had  saved  his  Libyan  concession  at  a  terrible  price 
the  industrial  world.  But  he  did  so  at  remarkably  little  cost 
himself.  Prices  went  up  so  rapidly  thereafter  that  Oxy — and 
DSt  other  producers — were  able  to  make  more  and  more 
mey  on  an  increasingly  smaller  share  of  an  immensely  larger 
i.  So  that  today  Hammer  claims  Oxy  makes  more  from  its 
0,000-barrel-a-day  share  of  Libyan  production  than  it  did 
>m  nearly  5  times  as  much  in  1970. 

During  the  Libyan  crisis,  Hammer  had  put  the  company  at 
k  in  still  other  ways — by  leasing  a  vastly  expanded  "emer- 


gency" oil  tanker  fleet.  At  the  time,  Hammer  seemed  to 
suggest  the  tankers  were  going  to  be  needed  for  replacement  oil 
in  the  event  of  a  Libyan  shutdown,  but  these  days  he  main- 
tains that  Oxy  was  speculating  on  an  increase  in  world  tanker 
prices.  He  guessed  wrong.  Tanker  prices  collapsed  in  mid- 
1971,  and  Oxy  was  faced  with  losses  of  $250  million  to  $350 
million  on  the  market  value  of  its  fleet.  But  no  matter.  Most  of 
the  contracts  were  made,  according  to  usual  oil  industry'  prac- 
tice, not  with  Oxy  itself  but  with  an  Oxy  subsidiary  which  was 
in  essence  only  a  shell  corporation.  So  Oxy  sailed  the  tankers 
back  to  their  home  ports  and  offered  the  lessors  the  choice  of 
renegotiating  the  contracts — at  roughly  half  their  previous 
levels — or  forcing  the  assetless  subsidiary  into  bankruptcy.  All 
of  them  renegotiated,  save  one.  In  the  end,  Oxy  lost  only  $88 
million  on  the  emergency  fleet,  but  the  Securities  &  Exchange 
Comission  jumped  all  over  it  for  failing  to  spell  out  the  problem 
in  a  1971  debenture  offering. 

All  through  that  long  Libyan  crisis  Hammer  kept  looking  for 
additional  sources  of  oil.  During  a  weekend  at  Lyndon  John- 
son's ranch  in  the  spring  of  1970,  he  had  got  to  talking  with 
James  McDonnell,  head  of  McDonnell  Douglas,  and  discovered 

the  company  was  trying 
to  sell  some  airplanes  to 
Iran.  "Jim  took  me  aside," 
Hammer  recalls,  "and 
said,  'Look,  we've  got  this 
big  deal  going  with  Iran, 
and  they  want  to  pay  us  in 
oil.  We  don't  have  any 
place  for  the  oil;  we're  not 
in  the  oil  business,  could 
you  handle  it  for  us!"  I  said 
sure,  and  we  worked  the 
deal  with  Iran." 

By  July,  Hammer  had 
flown  to  Athens  to  wind 
up  the  deal.  He  signed 
both  copies  of  the  agree- 
ment, and  then,  when  the 
Iranians  were  about  to 
sign,  left  the  room  to 
make  a  phone  call.  When 
he  came  back,  the  Iran- 
ians had  gone,  taking  both 
copies  of  the  agreement 
with  them  and  explaining 
they  had  to  show  it  to  the 
Shah.  But  Hammer  knew 
better:  "They're  going  to 
take  my  signature  to  get  a 
better  deal  from  the  con- 
sortium"— the  group  of 
six  western  oil  companies 
that  had  always  had  exclusive  rights  to  market  Iran's  oil.  "It 
would  have  been  a  great  deal  for  us,"  Hammer  says,  "but  they 
sold  the  oil  to  somebody  else."  For  once,  the  tables  had  been 
turned  on  Armand  Hammer.  He  had  been  outsmarted.  It  didn't 
happen  very  often. 

Generally,  Hammer's  luck  continued  to  hold.  Long  before 
the  Libyan  crisis  developed,  Hammer  had  begun  looking  all 
over  the  world  for  additional  sources  of  crude.  "We  picked  four 
major  basins  to  explore,"  Hammer  boasted  later,  "namely 
Venezuela,  Peru,  Nigeria  and  the  North  Sea.  We  did  the  impos- 
sible. We  hit  on  all  four." 

Oxy  managed  to  hold  only  two.  In  Nigeria,  the  government 
inexplicably  raised  the  tax  rate.  Oxy's  offshore  concession  was 
no  longer  economic,  and  Oxy  got  out.  In  Venezuela,  the  gov- 
ernment nationalized  the  industry,  and  Occidental  was  not 
even  compensated. 

But  what  it  lost  in  Venezuela  and  Nigeria,  Occidental  more 
than  made  up  for  in  the  North  Sea  and  Peru.  In  Peru,  19 


RBLS,  APRIL  28,  1980 


53 


companies  spent  over  $1  billion  looking  for  oil,  but  only 
Occidental  found  any  in  commercial  quantities.  Out  of  47 
wells  Occidental  drilled  in  the  jungles  of  the  Amazon,  43  were 
successful.  And  though  the  conditions  for  development  were 
difficult,  in  the  last  two  or  three  years  Peru  has  finally  begun  to 
pay  off  in  a  big  way,  with  production  going  from  nothing  to 
112,000  barrels  a  day,  which  Oxy  shares  with  the  Peruvian 
government  on  a  50-50  basis.  Peru  now  provides  roughly  15% 
of  Oxy's  total  worldwide  production. 

In  moving  into  Peru,  however,  Occidental  built  its  staff  in 
the  same  way  it  had  built  up  its  staff  in  the  U.S.,  the  same  way 
Hammer  had  done  in  the  Soviet  Union  and  Germany  a  half- 
century  earlier:  He  lured  people  from  other  companies.  When 
Oxy  hired  two  Texaco  geologists  and  then  filed  for  concessions 
in  areas  Texaco  had  explored,  Texaco  filed  a  lawsuit  (later 
settled  out  of  court)  charging  Occidental  with  "scheming  to 
misappropriate  Texaco's  trade  secrets  concerning  oil  explora- 
tion areas."  Oxy  pooh-poohs  the  charge  and  offers  no  apolo- 
gies. "If  you  had  paid  the  man  what  he  was  worth,"  Gene  Reid 
always  used  to  say,  "I  couldn't  have  hired  him."  As  it  hap- 
pened, nobody  found  oil  of  any  consequence  in  the  concession 
areas  in  question,  but  Oxy  eventu- 
ally did  find  a  great  deal  in  Peru's 
Amazon  basin — adjacent  to  the 
Texaco  concession  in  neighboring 
Ecuador. 

Oxy  was  even  more  successful  in 
the  North  Sea.  It  was  the  last  to  go 
in — in  partnership  with  J.  Paul 
Getty,  Allied  Chemical  and  the 
Thomson  Organization — but  it 
was  the  first  to  get  into  production 
and  now  produces  the  largest  share 
of  Britain's  output — 360,000  bar- 
rels a  day — from  the  Piper  and 
Claymore  fields,  Britain's  lowest- 
cost  concessions.  Today,  Oxy  pro- 
duces about  as  much  for  its  own 
account  from  the  North  Sea 
(130,000  barrels  a  day)  as  it  does 
from  Libya  (140,000). 

Clearly,  Armand  Hammer  is 
lucky.  But  to  an  important  degree 
he  makes  his  own  luck.  Take  the 
North  Sea  concessions.  "Every- 
body knew  the  rules,"  Hammer 
says,  "and  everybody  followed 
them.  We  all  knew  it  was  impor- 
tant to  have  an  English  or  Scottish 
partner.  Roy  Thomson,  Lord 
Thomson,  was  an  old  friend,  and  I 
went  to  see  him  because  I  knew  he 
owned  the  Scotsman  newspaper, 
and  I  sold  him  on  the  idea  of  com- 
ing in  and  taking  a  20%  interest. 
He  had  never  been  in  the  oil  busi- 
ness, but  he  trusted  us." 

Thomson  had  helped  Hammer 
in  the  past,  introducing  him  to 
Nasser  during  the  Libyan  crisis.  He 
provided  prestige  aplenty.  He  was 
publisher  of  the  London  '/hues,  Britain's  most  powerful  news- 
paper, and  he  was  head  of  a  worldwide  newspaper  chain.  John 
Tigrett,  an  oil  consultant  who  helped  launch  Oxy's  overseas 
expansion,  recalls:  "Roy  Thomson  said  to  me  once,  'I  want  to 
be  worth  a  billion  dollars  before  I  die.'  I  said  you  either  have  to 
get  into  the  oil  business  or  the  property  business.  You  are  not 
going  to  do  it  in  newspapers.  He  made  it."  Thus  did  Hammer 
repay  Thomson's  past  favors  and  do  himself  a  favor  in  the 
process.  Armand  Hammer  knows  how  the  world  works — in 
Russia,  the  U.S.  or  Britain. 


1979:  Oat  Chairman  and  Hermitage  masterpiece 
In  becoming  an  oilman.  Hammer  skillfully  used 
his  political  and  cultural  connections  to  advance 
his  business  interests.  Through  the  art  galleries 
he  and  his  brother  own.  Hammer  organized  art 
exhibitions  that  have  been  major  cultural 
events — most  recently  Italian  masters  from  Len- 
ingrad's Hermitage  Museum.  He  also  built  the 
$50  million  Hammer  Art  Collection,  which  is  con- 
stantly on  tour.  "My  art  collection  helps  my  busi- 
ness," Hammer  says.  "It's  opened  a  lot  of  doors.  If 
I  see  an  opportunity,  I  start  at  the  top." 


The  North  Sea  was  such  a  triumph  that  it  bailed  out  a  costly 
mistake.  Oxy  began  building  a  $150  million  refinery  at  Canvcy 
Island  outside  of  London.  By  the  time  the  project  got  past 
various  political  and  environmental  hurdles,  the  market  had 
changed,  the  refinery  was  obsolete,  and  in  the  end  Oxy  aban- 
doned it,  half-finished,  and  wrote  it  off  to  the  tune  of  $90 
million. 

What  of  the  future?  Oxy  is  in  many  ways  unique  among  the 
bigger  oil  companies.  It  is  almost  entirely  a  producer  of  crude 
oil,  it  has  virtually  no  oil  in  the  U.S.  and  no  marketing  or 
refining  operations  anywhere  in  the  world.  It  produces  oil  and| 
sells  it  under  three-month  contracts  in  the  open  market.  Oxy,i 
in  short,  is  playing  the  most  profitable  but  also  the  riskiest  part! 
of  the  oil  business.  At  one  time,  Hammer  dreamed  of  establish- 
ing a  U.S.  refining  and  marketing  base,  but  no  more.  "Some 
companies  think  the  money  is  to  be  made  in  refining  and 
marketing,"  Hammer  says.  "But  I  think  that's  only  temporary. 
Our  success  comes  from  production,  and  I  still  think  that's 
where  the  money  is  to  be  made." 

In  the  old  days,  certainly,  this  lack  of  downstream  integra- 
tion would  have  left  Oxy  exposed  if  any  serious  oil  surplus 

developed,  but  with  OPEC  inclined 
to  cut  production  when  demand 
flags,  that  is  less  of  a  threat  than  it 
once  was.  But  the  political  risk  is, 
if  anything,  greater  than  ever.  Peru 
and  Libya  are  politically  as  unsta- 
ble as  ever,  and  even  without  an- 
other revolution,  either  country — j 
and  even  Great  Britain  for  that 
matter — might  well  decide  one  day 
to  take  over  their  oil  industries.  As 
it  is,  governments  are  always  after 
the  oil  companies  for  more,  so  Lib- 
ya, Peru  and  Britain  alike  have  over 
the  years  steadily  chipped  away  at 
Oxy's  take. 

Last  fall,  Libya  demanded  and 
got  a  share  in  the  profits  Oxy 
makes  in  disposing  of  Libya's  par- 
ticipation oil,  and  last  month  when 
Libya  ordered  a  17%  cut  in  its  oil 
production,  Oxy  was  cut  back  a 
disproportionate  21%.  In  Peru,  the 
government  has  been  negotiating 
for  a  revision  in  its  50-50  produc- 
tion sharing  agreement  with  Oxy 
and  even  threatening  to  collect 
SI  10  million  retroactively.  So  Oxy 
remains  under  pressure  in  both 
Libya  and  Peru,  and  even  the  Brit- 
ish talk  periodically  about  upping 
their  tax  rate. 

But  Oxy  has  problems  more  ba- 
sic than  that.  Oil  wells  don't  last 
forever,  and  temporarily  at  least 
Oxy's  overall  production  has  prob- 
ably peaked  out.  In  Peru,  produc- 
tion increases  are  limited  by  the 
capacity  of  the  pipeline  to  the 
coast,  and  in  the  North  Sea,  Oxy's  I 
Piper  and  Claymore  fields  will  soon  go  into  a  normal  decline 
unless  Oxy  turns  up  some  new  production. 

Yet  with  oil  now  fetching  more  than  S35  a  barrel,  the  search 
for  fresh  sources  is  heating  up  and  Oxy  is  now  in  good  shape  to 
compete  in  the  search.  Over  the  years,  Oxy  has  put  together  a 
first-rate  team  of  geologists  and  engineers,  heavily  drawn  from 
other  companies,  and  that,  says  Robert  Teitsworth,  head  of , 
Oxy's  oil  and  gas  division,  is  why  it  has  had  such  success.  I 
"There's  a  certain  synergy,"  he  says,  "in  taking  people  of! 
varied  backgrounds,  throwing  them  together  and  unleashing 
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heir  creative  talents.  And  the  money  people — Dr.  Hammer 
ind  Gene  Reid — didn't  second-guess  their  geologists  and  engi- 
teers,  so  we  found  opportunities  where  others  did  not.  We  still 
ry  to  keep  the  bureaucracy  and  second-guessing  down."  Teits- 
vorth  came  from  Amerada  Hess  himself,  and  20  years  ago 
tersuaded  Oxy  to  drill  on  some  leases  abandoned  by  Texaco 
nd  SOHIO,  and  turned  up  Oxy's  first  really  big  strike — the 
.athrop  gasfield,  third  largest  in  California. 

Today  there  is  a  good  deal  more  to  Oxy  than  oil,  which 
irovided  70%  of  last  year's  total  revenues.  In  the  first  flush  of 
)xy's  success,  its  stock  soared  and  Hammer  was  too  shrewd 
iot  to  use  it  for  two  major  acquisitions — Hooker  Chemicals 
nd  Island  Creek  Coal.  How  have  the  acquisitions  fared? 

Like  everybody  else  in  the  coal  business,  Hammer  has  been 
lisappointed  by  the  recent  results  from  his  Island  Creek  sub- 
idiary.  Since  1975  Island  Creek  Coal  has  spent  $750  million 
in  expansion  and  modernization  in  the  belief  that  one  day  the 
oal  market  will  have  to  develop  in  a  really  big  way.  Even  so, 
sland  Creek  currently  operates  at  only  70%  of  capacity, 
"here's  a  consolation,  however:  Hammer  got  into  coal  rela- 
ively  early  and  cheaply,  paying  only  $150  million  for  Island 
"reek  Coal.  Its  earnings, 
55  million  last  year, 
epresent  an  excellent  re- 
urn  on  such  a  modest 
nvestment. 

Not  so  Oxy's  Hooker 
chemical  operation.  On 
otal  revenues  of  $2.1  bil- 
ion  last  year,  Hooker  net- 
ed  less  than  $10  million, 
n  the  fertilizer  and  chlor- 
lkali  products  that  corn- 
rise  more  than  half  its 
usiness,  Hooker  oper- 
tions  have  been  barely  at 
reakeven — thanks  to  low 
rices  and  excess  capac- 
ty.  And  Hooker's  widely 
ublicized  environmental 
roblems  have  also  taken 
heir  toll — including  a  $28 
riillion  special  writeoff 
ist  year.  Appropriately 
erhaps,  considering 
lammer's  past,  Hooker's 
uture  rests  partly  on  the 
rospects  for  detente.  It 
as  spent  heavily  expand- 
ig  to  produce  phosphate 
Dr  the  now-delayed  Sovi- 
t  contract.   "If  we  are 


operating  earnings  could  hit  $170  million,  up  from  $111  mil- 
lion in  1979. 

Since  1979  Oxy  has  had  a  new  president,  Zoltan  Merszei.  If 
Merszei  has  his  way,  chemicals  are  certain  to  loom  consider- 
ably larger  in  Oxy's  future  than  they  have  in  its  past.  The  man 
who  built  Dow  Chemical's  hugely  successful  European  oper- 
ation, Merszei  would  like  to  see  Hooker  expand  in  the  interna- 
tional market  where  it  has  never  been  much  of  a  force,  and 
he'd  like  to  see  it  establish  itself  in  ethylene  and  propylene — 
petroleum-based  chemicals  for  which  Oxy  could  provide  its 
own  feedstocks.  Says  he:  "We're  in  the  process  of  developing 
projects  which  will  ultimately  change  our  chemical  division 
from  a  chlor-alkali/fertilizer  company  into  a  well-rounded 
chemical  company." 

Chemicals  and  coal  have  never  really  captured  Hammer's 
imagination,  however.  Possibly  they  aren't  exciting  enough  for 
the  gambler  and  politician  in  him.  What  excites  him  are  the 
prospects  for  Occidental's  long-pending  oil  shale  project — "one 
of  the  brightest  things,"  he  says,  "in  Occidental's  future." 
Using  the  innovative  Oxy  in  situ  process,  he  says,  shale  oil  can 
now  be  produced  for  between  $15  and  $25  a  barrel,  and  with  oil 

prices  at  over  $30  a  barrel, 


that 


shale 
competi 


IS 


1977:  Hammer  and  wife  at  be  Bourget  airport  in  Paris 
Occidental's  operations  extend  to  26  countries.  Hammer's  politi- 
cal and  cultural  interests  extend  to  many  more,  and  so  over  the 
last  10  years.  Hammer  boasts,  he's  traveled  2.6  million  miles  in 
his  corporate  Gulf  stream.  He's  romanced  premiers  in  London  and 
Paris,  commissars  in  Moscow  and  Peking,  revolutionaries  in  Peru 
and  Libya.  In  quick  succession  last  month  he  dropped  in  on 
Prince  Charles,  Discard  d'Estaing,  Nicolae  Ceaucescu  and  Leonid 
Brezhnev.  His  wife,  Frances,  whom  he  married  in  1956,  is  always 
with  him.  It's  a  grueling  pace,  but  Hammer  thrives  on  it. 


means  oil 
economic  and 
tive  right  now.  Hammer 
has  taken  on  a  new  part- 
ner— Tenneco,  which  ac- 
quired a  50%,  $110  mil- 
lion interest  in  an  Oxy  oil 
shale  tract  last  year.  He 
has  just  spun  Oxy's  oil 
shale  operation  off  as  a 
separate  division  with  its 
own  president,  and  is  get- 
ting the  first  $1  billion 
project  under  way.  By 
1985,  he  says,  Oxy  will  be 
producing  50,000  barrels 
of  shale  oil  a  day.  "If  we 
get  help  from  the  govern- 
ment," Hammer  says, 
"loan  guarantees,  a  $3-a- 
barrel  tax  credit  and  price 
minimums — we  may  go 
to  200,000  instead  of 
50,000." 

With  gold  and  silver 
center  stage  these  days,  it 
would  be  surprising  if 
Hammer  were  ignoring 
them.  He  isn't.  Oxy  is  cur- 


ucky,"  Hammer  says  cheerfully,  "the  Russian  business  will 
jstify  everything.  As  soon  as  we  can  get  the  Russians  out  of 
Afghanistan,  which  I  hope  will  be  soon — as  you  know,  I'm 
/orking  on  that  a  lot — I  think  the  phosphate  ban  will  be 
smoved  by  the  President,  just  as  the  ban  will  be  removed  from 
rain  shipments." 
Meanwhile,  Hooker  is  shifting  its  phosphate  output  into 
liferent  products  and  different  markets.  The  phosphate  mar- 
et  is  strong  at  the  moment,  so  Hooker  will  probably  be  able  to 
ick  up  half  the  $90  million  in  operating  profits  the  phosphate 
usiness  was  expected  to  yield  this  year.  In  chlorine  and 
austic  soda,  prices  are  also  on  the  rise,  and  at  the  same  time 
looker  is  beginning  to  win  the  cost  benefits  of  the  $750 
lillion  it's  spent  over  the  past  three  years  modernizing  its 
lant.  Though  Hooker  still  has  a  host  of  environmental  law- 
uits  to  contend  with,  including  a  $125  million  suit  by  the 
xleral  government,  Hooker  President  Donald  L.  Baeder  in- 
ists  that  Hooker  has  put  the  last  of  its  extraordinary  environ- 
lental  costs  behind  it.  Overall,  he  predicts,  Hooker's  1980 


rently  developing  two 
mines  in  Nevada  that  will  go  into  full  production  next  year — a 
gold  mine  called  Alligator  Ridge  in  50%  partnership  with  a 
Selection  Trust  subsidiary,  and  a  silver  mine  called  Candeleria 
in  60%  partnership  with  private  investors.  Candeleria  will  cost 
$30  million,  and  yield  2.5  million  to  3  million  ounces  of  silver  a 
year.  Alligator  Ridge  cost  $23  million,  and  should  yield  60,000 
to  70,000  ounces  of  gold.  The  mines  started  out  seeming  small 
with  silver  at  $7  an  ounce  and  gold  at  $20,  but  the  runup  in 
precious  metals  prices  has  made  them  quite  important. 

"I  woke  up  in  the  middle  of  the  night,"  Hammer  says, 
"thinking  about  what  had  been  happening  with  the  price  of 
gold  and  silver,  and  I  thought  this  can't  continue  this  way.  So 
we  sold  futures  contracts  on  the  market."  He  locked  in  silver  at 
$40,  gold  at  over  $800.  "I  wasn't  taking  any  risk,"  he  explains, 
"because  we'll  have  the  bullion  to  deliver.  I  figure  we  made 
about  $160  million  more  than  we  planned  on  making  by 
locking  in  future  sales."  Without  even  going  into  full  produc- 
tion until  next  year,  the  mines  have  produced  $119  million  in 
profits,  at  least  half  of  which  will  go  into  earnings  this  year  and 
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help  use  up  domestic  tax  credits  that  might  otherwise  expire 
unused. 

Oxy  has  also  turned  up  a  major  uranium  prospect  in  Sas- 
katchewan, "perhaps  the  largest  in  the  world"  is  how  Hammer 
enthusiastically  describes  it,  and  he's  hoping  to  develop  it  in 
partnership  with  Inco,  Canada's  nickel  giant.  He's  also  got  an 
option  to  acquire  a  U.S.  uranium  mine  and  refinery,  Bokum 
Resources.  So  there's  yet  another  ploy  for  the  future,  assuming 
the  Atomic  Age  has  not  already  come  to  its  end. 

In  the  circumstances,  1980  could  hardly  fail  to  be  another 
record  year.  As  Hammer  explains  it,  Island  Creek's  earnings 
will  probably  be  static,  but  oil  and  gas  profits  should  be  up  at 
least  somewhat  and  chemical  profits  a  great  deal,  especially 
after  last  year's  $28  million  writeoff.  In  addition,  there's  that 
$1 19  million  from  the  gold  and  silver  mines  and  another  $100 
million  from  the  ratification  of  the  U.S. -U.K.  tax  treaty.  So 
altogether,  it's  not  improbable  that  after  taxes  Oxy  could  easily 
earn  over  $700  million  this  year,  or  $8.30  a  fully  diluted  share — 
unless,  of  course,  Peru  succeeds  in  levying  those  retroactive 
charges  and  upsets  the  applecart. 

For  many  businessmen,  this  might  seem  an  appropriate  time 
to  bow  out,  but  not  for  Armand  Hammer.  He  announced  long 
ago  that  he's  prepared  to  offer  his  resignation  to  Occidental's 
board  of  directors — themselves  well  up  in  their  years — when 
Oxy's  stock  hits  100.  But  it's  an  offer  he  clearly  hopes  they'll 
refuse.  Considering  that  Oxy  hit  50  back  in  1969  and  now  sells 
for  well  under  25,  Hammer's  retirement  isn't  likely  to  come 


any  time  soon.  "If  only  our  stock  would  reflect  the  earnings  we 
have,"  he  says  fretfully.  "It's  ridiculous  at  4  times  earnings.  It 
should  be  10  times,  and  I  think  it  will  be." 

He's  an  old  man  now,  and  he  knows  it,  which  is  why  he's  so 
careful  to  see  that  everyone  else  forgets  it  and  probably  why  he 
seems  to  maintain  twice  the  pace  he  did  20  years  ago.  Seems  to. 
But  he  paces  himself,  he  naps,  he  keeps  himself  fit.  Thus  when 
he  takes  the  spotlight  for  a  meeting,  a  television  interview,  a 
press  conference,  he's  fresh  as  a  daisy,  vital,  energetic  and  j 
dynamic.  He  may  finally  have  come  to  terms  with  his  own 
mortality  by  selecting  Zoltan  Merszei  as  his  heir  apparent; 
Merszei,  like  Hammer,  is  a  man  of  the  world  who  understands 
the  politics  of  finance  and  the  finance  of  politics.  Yet  Hammer 
still  throws  off  ideas  like  sparks,  like  skyrockets,  and  the  older 
he  gets,  the  more  plentiful  they  become.  Whatever  the  trend  of 
the  moment — oil  shale  or  coal  synthesis,  precious  metals  or 
uranium — he's  been  there  already. 

Occidental  Petroleum  absorbs  his  life  these  days,  possesses 
and  dominates  it,  waking  or  sleeping.  "I  work  14  hours  a  day,  7 
days  a  week,"  he  says,  peering  at  you  like  some  beleaguered 
Mr.  Magoo,  those  flashing  eyeglasses,  gravel  voice  and  Bronx- 
ian  wit  defiantly  confronting  a  world  that  grows  dimmer  every 
day.  "It  keeps  me  young,  it  keeps  me  excited,  it  keeps  my 
glands  functioning.  As  long  as  I  have  my  health  and  enjoy  what 
I'm  doing,  I  want  to  keep  working."  At  such  moments,  Occi- 
dental comes  to  seem  not  a  monument  to  an  old  man's  ego  or 
ambitions  or  power,  but  an  outraged  challenge  to  death.  ■ 


1980:  Tycoon  in  his  Los  Angeles  headquarters  tower 

In  his  1 5th  floor  office  on  W  its  hire  Boulevard,  Chairman  Hammer  runs  his  vast  multinational  empire  amid  the  mementos 
of  an  extraordinary  life.  There  are  framed  photographs  everywhere,  a  bronze  drilling  rig  on  the  cabinet,  a  portrait  of 
Hammer's  prize  bull  on  the  wall— Prince  Eric — to  whom,  some  have  remarked.  Hammer  in  his  more  curmudgeonly 
moments  bears  a  resemblance.  A  night  worker.  Hammer  spends  endless  time  on  the  phone,  calling  his  aides  at  all  hours 
ey're  keeping   he  company  up  to  snuff. 
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BARCLAYS  BANK  HELPS 
RALLI  CONEY  THREAD  COTTON 
FROM  CALIFORNIA  TO  KOREA. 

Ralli  Brothers  and  Coney,  one  of  the  world's  leading  cotton  merchants, 
exports  to  the  fast-growing  cotton  industry  in  Korea.  Here  cotton  is  made  into 
everything  from  high  fashion  dresses  to  neat,  simple  white  uniforms  for  the 
schoolchildren. 

.  The  Barclays  Bank  International  group  helps  Ralli  Coney  finance  the 
movement  of  cotton  crops  throughout  the  world.  Barclays  in  California 
provides  finance  for  Ralli  Coney  to  buy  from  Californian  farmers.  In  Korea, 
payment  is  made  through  letters  of  credit  handled  by  Barclays  in  Seoul. 

We  have  our  own  people  and  our  own  branches  wherever  they  are  needed  for 
international  trade.  The  Barclays  International  group  is  in  over  75  countries 
spanning  five  continents.  We  are  in  Paris,  Sydney,  Tokyo  and  Dubai.  As  well  as 
in  San  Francisco  and  Seoul. 

We  help  most  of  the  world's  successful  international  companies.  Somewhere 
there  is  a  market  where  we  can  help  you. 


ASK  BARCLAYS  FIRST 


BARCLAYS 

International 


Over  90  Barclays  offices  in  North  America.  Corporate  enquiries  will  be  welcomed  by: 

Vice  President,  Corporate  Business  Development,  Barclays  Bank  International,  200  Park  Avenue,  New  York,  NY.  10017.  Telephone  (212)  687  8030. 
Senior  Vice  President,  International  Banking,  Barclays  Bank  of  California,  111  Pine  Street,  San  Francisco,  California  94111.  Telephone  (415)  981  8090. 
Vice  President,  International  Banking,  Barclays  Bank  of  California,  2971  Wilshire  Boulevard,  Los  Angeles,  Cali  torn  ia  90005.  Telephone  (21}  I  385  1501. 
Barclays  Canada  Limited,  Suite  3505,  Commerce  Court  West, Toronto, Ontario  M5L  1G2. Telephone  (416)  862  0594. 


THE 

1980  FIAT 
SPIDER 2000. 
A  RARE 

14TH  EDITION 
OFA 
CLASSIC. 


ORIGIN  OF  ACLASSIC  SPECIES: 
OUR  1933  BALILLA  SPIDER.  ITS  BODYWORK  SET  THE 
PATTERN  FOR  FIATSPORTS  CARS  TO  COME. 


The  sports  car  was  born  in 
Europe. 

And  Fiat  has  traditionally  made 
some  of  Europe's  most  beautiful 
sports  cars.  Like  our  classic 
Spider  designed  by  Pininfarina. 


introduced  in  1966  and  contin- 
ual I y  ref  i  ned  over  the  yea rs.  the 
Spider  has  been  hailed  by  Road  & 
Track  as  "the  best  of  the  vintage 
breed  of  roadsters.'' 

And  the  1980  Spider  2000  is 
even  better. 

SPIDER  2000.  NOW  WITH 
OPTIONAL  FUEL  INJECTION. 

The  1980  Spider  2000  has 
a  DOHC  2-litre  engine.  Options 
include  fuel  injection  (standard  in 
California),  color-coordinated 
leather  interiors,  and  automatic 
transmission.  And  improved  aero- 
dynamics provides  optimal  fuel 
efficiency.  So  unlike  most  sports 
cars  today,  it  gets  the  kind  of  mile- 
age you  need  today. 

SPIDER  2000.  FRUCAL,  NOT 
FRIVOLOUS,  WITH  CAS. 

Consider  the  Spider  2000  s 

1  mileage.  Remember: 
Z5    /  compare  this  estimate 
to  the  estimated  MPG 
of  other  cars.  You  may 
get  different  mileage 
depending  on  speed,  weather,  and 
trip  length.  Actual  highway  mile- 
age will  probably  be  less.  EPA 
estimates  based  on  optional  fuel 
injection. 

But  the  most  beautiful  thing 
about  the  Spider  2000  is  simply 
the  exhilarating  fun  of  driving  one. 

For  name  of  nearest  dealer,  call 
(800)  447-4700 or  in  Illinois  (800) 
322-4400.  Specifications  subject 
to  change  without  notice. 


MOTORCARS 
IN  THE  GREAT  EUROPEAN 
TRADITION. 


©  Fiat  Motors  of  Nortfi  America,  inc  1380 


^he  gas  price  in  Brazil  has  tripled  since  the  start  of  1979.  That  has 
aused  strikes  and  riots,  but  it  also  has  cut  deep  into  consumption. 


Elasticity 
snaps 


By  Norman  Gall 


L\v  drivers  demonstrating  in  downtown  Rio  de  Janeiro  against  high  gas  prices 
ninful  but  effective  restraints  on  a  gas-guzzling  generation. 


CHALK  UP  ANOTHER  VICTORY  for 
those  tough  enough  to  charge  real 
energy  prices,  this  time  in  Brazil. 
Though  the  number  of  cars  in  the  coun- 
try has  more  than  doubled  since  1974, 
the  total  consumption  of  gasoline  has 
hardly  risen  at  all.  In  other  words,  the 
average  Brazilian  automobile  is  using 
about  half  as  much  gas  as  it  did  before 
OPEC  got  uppity.  The  reason  is  that  the 
price  of  gasoline  for  Brazilians  has  gone 
up  hugely  since  then,  more  than  the  in- 
flation rate.  In  fact,  since  the  beginning 
of  1979  alone,  while  prices  have  general- 
ly risen,  the  cruzeiro  price  of  gas  has 
tripled.  It  now  sells  for  $2.10  a  gallon. 

When  the  gas  price  was  hiked  58%  in 
November,  the  move  precipitated  strikes 
and  riots  by  taxi  drivers  and  by  workers 
forced  by  higher  bus  fares  into  already 
overcrowded  suburban  trains.  In  the  end, 
however,  Brazilians  accepted  reality.  In 
Sao  Paulo,  Brazil's  richest  and  the 
world's  fourth-largest  city,  more  than 
one-third  of  the  middle-class  commuters 
who  drove  to  work  every  day  suddenly 
switched  to  buses.  That  shows  how  de- 
mand can  respond  to  prices.  Then  the 
price  went  up  another  15%  last  month. 
Total  gas  consumption  for  the  three 
months  ending  in  February  has  dropped 
21%  compared  with  the  same  period  a 
year  earlier. 

Cab  drivers  were  also  active  in  the 
revolt,  but  a  lot  of  them  are  now  switch- 
ing to  cabs  that  burn  straight  alcohol  that 
is  produced  from  Brazil's  sugarcane  as  a 
major  alternative  to  gasoline.  Carlos  Fa- 
leiros,  a  29-year-old  Sao  Paulo  cab  driver, 
observes,  "Using  gasoline  these  days  in  a 
taxi  just  can't  be  done  anymore.  I  drive 
my  VW  taxi  for  13  or  14  hours  a  day.  I 
have  to  spend  800  cruzeiros  [$17]  on  gas- 
oline, so  that  leaves  only  about  400  a  day 
to  take  home  to  my  wife  and  two  kids. 
So  I'm  buying  a  taxi  that  runs  entirely  on 
alcohol."  That's  because,  though  alcohol 
yields  about  a  sixth  less  miles  than  the 
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same  volume  of  gasoline,  it  costs  only 
two-fifths  the  price.  So  Faleiros  and  his 
fellows  can  net  out  much  hetter. 

As  the  biggest  oil  importer  among  the 
developing  countries  (1  million  barrels  a 
day  in  1979),  Brazil  had  to  take  drastic 
measures  to  cut  consumption  in  the  face 
of  a  devastating  foreign  trade  imbalance. 
What  was  worse,  the  government  had  to 
make  its  moves  at  the  worst  possible 
time  in  psychological  terms.  Brazil's  ver- 
sion of  the  wonder  economy  was  just 
about  at  the  point  of  creating  a  motor- 
ized generation  when  OPEC  struck. 

Says  Joelmir  Betting,  a  veteran  eco- 
nomics journalist,  "The  Brazilian  auto- 
mobile industry  was  new  and  flourish- 
ing. In  1973  alone,  the  number  of  cars 
sold  increased  by  22%.  Everyone  wanted 
to  own  and  drive  a  car  as  vehicle  prices 
became   cheaper.   People  just  cruised 


around  the  big  cities  showing  off  their 
new  cars  and  went  out  to  the  country  on 
weekends  for  picnics.  The  VW  Beetles 
[Brazil's  biggest  selling  car|  that  sold  best 
were  the  ones  with  the  biggest  engines. 
Many  even  had  twin  carburetors." 

That  was  the  culmination — and,  as  it 
turned  out,  the  end — of  the  Brazilian  car 
industry's  gas-guzzler  phase.  It  began  in 
the  mid-1950s,  when  the  government 
persuaded  VW,  General  Motors,  Ford 
and,  recently,  Fiat  to  join  in  creating  a 
domestic  auto  industry  that  builds  a  mil- 
lion cars,  trucks,  buses  and  tractors  a 
year.  During  the  1970s,  Brazil's  total  ve- 
hicles tripled  to  nearly  10  million.  Along 
with  that  development,  the  nation  em- 
barked on  a  highway  building  program 
that  increased  the  road  network  tenfold 
since  World  War  II.  Then  came  the 
OPEC  boycott  and  soaring  oil  and  gas 


Dancing  to  an  Arab  tune 


prices  that  punctured  the  dream 

To  its  credit,  Brazil  is  adapting.  This 
year,  its  automakers  plan  to  produce 
around  250,000  cars  that  will  run  on  alco- 
hol alone,  and  by  1982  they  say  they'll  be 
building  350,000  a  year.  Meanwhile,  to 
cut  gas  use  further,  the  refining  industry 
has  been  producing  a  variety  of  gasohol 
for  a  couple  of  years  now,  using  one  part 
of  sugarcane  alcohol  for  every  four  parts 
of  gasoline.  That  mixture  required  no 
major  changes  in  conventional  engines. 

But  what  really  did  the  job  of  cutting 
consumption  was  making  the  gas  so 
costly  that  few  new  mass-market  motor- 
ists could  afford  to  burn  it  like  they  were 
getting  used  to.  It's  tough  to  compare 
economies  as  different  as  the  U.S.  and 
Brazil,  but  it  is  a  safe  bet  that  a  compara- 
ble price  increase  would  work  in  this 
country,  too.  ■ 


For  a  look  at  how  Arabs  are 
exploiting  their  petrowealth 
for  political  ends,  you  need 
look  no  further  than  Brazil.  It 
is  a  chilling  situation.  Here's 
the  story: 

As  the  Seven  Sisters  con- 
tinue to  lose  their  grip  on 
world  oil  trade  (their  share  of 
the  trade  has  dropped  from 
60%  to  40%  in  the  past  de- 
cade), importing  nations  and 
their  own  national  oil  com- 
panies have  moved  into  the 
market.  Even  before  OPEC 
began  its  world-shaking 
price  hikes,  independents 
and  government  companies 
were  beginning  to  chip  away 
pieces  of  the  business  in  the 
Middle  East  and  elsewhere. 
Among  them  was  Brazil's 
national  oil  company,  Petro- 
bras, which  used  to  buy 
nearly  all  its  crude  from  the 
majors  in  the  Fifties  and  Six- 
ties when  there  was  a  world 
oil  glut. 

As  early  as  1971,  Petrobras  began  playing  its  own  game 
when  it  made  a  deal  with  Iraq  to  barter  $5  million  worth  of 
cars  and  other  manufactured  goods  for  crude.  That  was  a 
modest  arrangement  of  relatively  little  significance.  Brazil 
didn't  even  have  an  embassy  in  Baghdad  then.  The  Brazil- 
ians thought  they  had  a  bargain,  swapping  goods  rather  than 
paying  currency. 

In  1972  after  the  Iraqis  confiscated  Iraq  Petroleum  Co. — 
the  consortium  of  British  Petroleum,  Compagnie  Franchise 
des  Petroles,  Exxon,  Mobil  and  Shell — few  companies  were 
willing  to  go  against  the  consortium  and  buy  the  boycotted 
crude  from  Iraq.  Petrobras  was  one  that  did. 

The  Brazilians'  risking  the  enmity  of  the  majors  did  not 
go  unrewarded.  Two  months  after  the  nationalization,  Iraq 
signed  a  contract  giving  the  Brazilian  company  the  right  to 
do  further  exploration  and  development  of  the  former  IPC 


Petrobras  gas  station  attendant 
Brazil's  hopeful  solution  to 


concession.  In  1977  Petro- 
bras discovered  the  Majnoon 
field  with  7  billion  barrels  of 
reserves  and  initial  daily  pro- 
duction capacity  of  800,000 
barrels.  It  turned  out  to  be 
one  of  the  biggest  discoveries 
of  the  decade. 

That  relationship  expand- 
ed far  beyond  oil.  Some  2,000 
Brazilians  were  working  for  a 
Brazilian  contractor  building 
Iraq  a  $1.2  billion  railroad  to 
the  Iranian  frontier.  Iraq  has 
become  a  major  buyer  of  Bra- 
zil's exports,  including  soy- 
beans, sugar,  tractors,  arma- 
ments and  cars. 

But  Brazil  had  to  give  its 
pound  of  flesh.  When  the 
Iranians  told  Brazil  in  De- 
cember that  they  would  cut 
its  daily  shipments  of  crude 
from  150,000  barrels  to  what 
finally  became  60,000  bar- 
rels, Iraq  filled  the  gap — but 
at  a  stiff  price:  cancellation 
of  the  Majnoon  contract.  Un- 
like the  majors,  which  weren't  compensated  for  IPC,  Petro- 
bras was  paid  in  oil  worth  $284  million.  That's  a  far  cry  from 
the  20-year  supply  the  contract  called  for.  Brazil  was  short- 
changed but  there  wasn't  much  it  could  do  but  accept. 

Brazil  has  also  lost  the  diplomatic  independence  it  careful- 
ly cultivated  in  the  Middle  East  until  1973.  Under  Arab 
pressure,  in  1976  Brazil  voted  against  Israel  on  an  anti- 
Zionist  resolution  in  the  U.N.  The  Iraqis  are  now  leaning  on 
Brazil  to  allow  the  PLO  to  open  what  in  effect  is  an  embassy 
in  Brasilia. 

The  first  country  to  recognize  the  new  Marxist  govern- 
ment in  Angola  in  1975,  Brazil  later  got  an  offshore  explo- 
ration contract  and  small  shipments  of  crude  from  the  new 
regime.  Brazil's  hydropower  and  its  cane-based  alcohol  will 
help  in  the  long  run,  but  for  the  immediate  future  Brazil  is 
obliged  to  dance  to  the  Arab  tune.-W'G 


pumping  alcohol 
the  OPEC  squeeze. 
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La  Difference. 


Ask  for  Air  France  Business  Class.  A  Class  Apart.  Specify  Business 

Class  on  your  next  trip  to  Paris.  An  exclusive  class  apart —affording  you  the  special  attention  you  deserve. 

You'll  enjoy  the  convenience  of  advance  seat  selection,  and  separate  check-in  and  boarding. 

On  board  you'll  be  seated  in  a  separate  cabin  of  our  747,  where  your  neighbors  will  be  Business  Class 
passengers  like  yourself. 

When  you  dine,  you'll  enjoy  some  of  the  best  food  the  French  can  offer.  Cuisine  a  la  Business  Class 
includes  aperitifs,  champagne,  fine  wine  and  cognac.  A  typical  dinner  might  open  with  saumonfume,  delicate 
morsels  of  smoked  salmon.  And  next,  salmis  de  caneton,  roast  duckling  in  a  delightful  sauce. 

Head  sets  for  music  and  movies,  as  well  as  slippers  and  eye  shades —all  included. 

Business  Class  is  available  from  New  York,  Chicago  and  Houston.  Call  your  Travel  Specialist  or  Air 
France  for  more  information.  And  the  next  time  business  takes  you  to  Paris,  make  sure  you  ask  for  Air  France 
Business  Class  —  A  Class  Apart. 

AIR  FRANCE  S//A 

The  best  of  France  to  all  the  world. 


Vith  Big  John  Connally  out  of  the  presidential 
unning,  the  focus  of  the  May  3  Texas  primary 
>  on  the  Democratic  race  for  railroad  com- 
missioner Railroad  commissioner? 


The  eyes  of  Texas 
are  upon  you 


By  Tedd  A.  Cohen 


r here's  an  old  saying  in  Texas 
that  there  are  four  important  state 
officers  and  the  governor  isn't  one 
:  them.  Of  the  four — land  commission- 
•,  water  commissioner,  agriculture 
immissioner  and  railroad  commission- 
■ — it  is  the  railroad  commissioner  (actu- 
ly,  there  are  three  of  them)  whose  regu- 
tory  powers  are  least  known  both  in 
id  out  of  Texas.  Yet  the  Railroad  Com- 
dssion  of  Texas,  which  regulates  oil  and 
is  as  well  as  ground  transportation,  nat- 
ral  gas  utilities  and  surface  mining,  is 
isily  one  of  the  U.S.'  most  influential 
ivernmental  agencies.  Hence  the  politi- 
il  struggle,  due  to  culminate  in  a  May  3 
emocratic  primary,  now  being  waged 
i  Texas  for  the  agency's  control. 
The  resources  the  commission  over- 
:es  make  its  influence  all  the  more  im- 
ising:  over  25%  of  the  U.S.'  oil  reserves 
.7  billion  barrels)  and  about  35%  of  its 
'oduction;  some  25%  of  the  country's 
itural  gas  reserves  (55  trillion  cubic 
et)  and  a  third  of  its  production;  a  $1.5 
llion  (1979  revenues)  railroad  industry 
lat  hauls  freight  and  passengers  over 
lore  than  13,000  miles  of  track;  over 
],000  motor  carriers  on  250,000  miles 


of  highway;  10%  of  the  country's  240 
billion  tons  of  coal  reserves;  and  6.7%  or 
60,000  of  the  U.S.'  900,000  tons  of  urani- 
um reserves.  Oil  and  gas  taxes  alone 
yielded  nearly  20%  of  the  state's  $5.4 
billion  tax  revenues  in  1979. 

The  commission  was  set  up  in  1891  to 
regulate  the  railroads,  which  then  had  an 
armlock  on  the  transportation  of  Texas 
farm  products.  But  the  commission's  real 
power  has  always  centered  on  oil. 
Though  oil  production  began  in  Texas  in 
the  1860s,  it  was  not  until  the  early 
1900s,  with  the  great  Spindletop  strike, 
that  huge  amounts  of  the  stuff  began  to 
be  produced.  Over  time,  the  commission 
got  the  right  to  prorate — control  the  pro- 
duction of — all  Texas  fields. 

But  the  commission  never  handed  over 
the  state's  oil  industry  to  the  majors — 
most  of  whose  capital  came  from  out  of 
state  anyway — but  instead  gave  the  small 
independents  a  fair  shake.  This  resulted 
in  allocation  policies  designed  to  keep 
prices  constant  while  meeting  market 
demand,  and  also  acre-by-acre  well  spac- 
ing policies  that  allowed  small  drillers 
with  little  acreage  to  drill  more  wells. 

With  today's  high  oil  demand  and  a 
shrinking  supply  in  Texas  (the  state's 
output  has  been  at  100%  of  the  allowable 


rate  for  most  of  the  last  eight  years), 
coupled  with  OPEC's  presence,  the  com- 
mission's oil  powers  are  no  longer  as 
formidable  as  they  once  were.  But  the 
rise  of  OPEC  isn't  the  only  thing  to  affect 
the  commission  in  recent  years.  Chang- 
ing demographics  have  made  the  na- 
tion's third-largest  state  more  urban:  To- 
day over  10  million  of  Texas'  13  million 
people  live  in  cities,  and  with  the  rise  of 
the  consumer  movement  Texans  have 
become  keener  political  animals. 

That  became  blatantly  obvious  in  1972 
when  Coastal  States  Gas  Corp.  (now 
Coastal  Corp.)  of  Houston  and  its  Lo- 
Vaca  subsidiary  couldn't  meet  its  gas 
commitments  to  customers  in  southern 
and  central  Texas,  including  three  major 
cities  (Forbes,  Aug.  21,  1978).  The  com- 
mission initially  let  Coastal  pass  along 
the  resulting  higher  gas  rates  to  its  cus- 
tomers; but  after  a  six-year  court  battle, 
$1.6  billion  in  customer  lawsuits  against 
Coastal  were  settled  out  of  court  last 
September — and  approved  by  the  com- 
mission— in  what  amounted  to  a  conces- 
sion to  the  customers. 

The  battle  over  Coastal's  rates  set  the 
stage  for  the  current  struggle  for  control 
of  the  commission.  Unlike  most  state 
commission  members,  the  Texas  rail- 
road commissioners  are  elected  officials 
who  serve  six-year  terms.  Many  observ- 
ers feel  the  industries  regulated  by  the 
commission  have  been  able  to  keep  in 
office  the  people  appointed  by  a  governor 
(because  of  resignation  or  death),  and 
what  Texas  governor  would  want  to  up- 
set industry  vital  to  the  state's  economy? 
Since  1930  12  of  the  15  commissioners 
elected  have  faced  the  voters  as  incum- 
bents, making  their  election  nearly  auto- 
matic ("let's  keep  the  boys  who  already 
know  the  job")  in  a  race  that  normally 
draws  little  attention. 

This  year,  however,  two  commission 
seats  are  up  for  election,  and  both  incum- 
bents— Chairman  John  H.  Poerner  and 
James  E.  Nugent — are  facing  the  voters 
in  what  has  been  called  the  toughest  race 
ever  for  the  $45,200-a-year  jobs.  More- 
over, there  are  no  state  races  for  the 


mllenger  Hightower  Challenger  Temple  Commissioner  Poerner 

i  a  quietly  influential  agency,  suddenly  a  power  struggle  after  years  of  no  contest. 


Commissioner  Nugent 


)RBES,  APRIL  28,  1980 


63 


governorship  or  U.S.  Senate,  and  with 
former  Texas  Governor  |ohn  B  Connally 
out  of  the  presidential  primary,  the 
Railroad  Commission  looms  as  the  key 
race  m  Texas.  There  has  never  been  a 
Republican  commissioner  (Texas  Gov- 
ernor William  P.  Clements  |r.  is  the 
first  Republican  governor  in  over  100 
years!,  and  Texas  remains  largely 
Democratic,  with  about  20%  of  the 
voters  calling  themselves  Republicans. 
The  focus,  then,  is  on  the  May  3 
Democratic  primary. 

The  biggest  challenge  to  the  commis- 
sion comes  from  fim  Hightower,  a  for- 
mer editor  of  the  antiestabhshment  Tex- 
as Observer,  who  is  running  against  Nu- 
gent. Hightower  is  gearing  his  campaign 
around  escalating  gas  utility  rates.  Utili- 
ties can  appeal  to  the  commission  if  a 
city  fails  to  give  them  the  rate  hikes 
they've  requested  before  going  to  court. 
Hightower  says  he  would  "shift  the  bur- 
den of  proof  to  the  utilities,  by  saying 
they  don't  deserve  a  dime  and  it  is  in- 
cumbent on  them  to  prove  it."  Calling 
himself  a  populist,  Hightower,  who 
wears  cowboy  boots  with  his  three-piece 
suits,  also  says  he'd  like  to  see  the  same 
"pioneering  spirit''  that  fed  oil's  growth 
applied  to  the  use  of  renewable  energy — 
gasohol,  wind  and  the  sun. 

"Quit  paying  attention  to  him,"  snaps 
his  rival,  Nugent,  across  town  in  the 
Railroad   Commission's  Austin  head- 


quarters. An  18-year  veteran  of  the  Texas 
legislature,  where  he  was  nicknamed 
"supersnake"  for  his  legislative  supple- 
ness, Nugent  says  he  "can't  think  of  any 
important  issues"  in  the  campaign  and 
blames  the  country's  energy  policy, 
which  "misuses  consumers,"  on  "north- 
eastern interests."  Here  he's  referring  to 
Hightower's  backing  from  many  out-of- 
staters  like  Representative  Toby  Moffett 
[D-Conn.). 

Even  if  Hightower  is  elected — there 
are  almost  no  polls,  but  some  political 


The  commission  was  set  up  in 
1891  to  regulate  the  railroads 
.  .  .  but  [its]  real  power  has  al- 
ways centered  on  oil. 


observers  rate  his  chances  good — he 
would  still  be  confronted  by  the  commis- 
sion's majority  vote  rule. 

The  challenge  to  Chairman  Poerner 
comes  from  State  Representative  Arthur 
iBuddyl  Temple  HI  (son  of  Arthur  Temple 
Jr.,  vice  chairman  of  Time  Inc.),  who 
claims  to  have  "no  fundamental  differ- 
ences" with  Poerner  but  is  said  to  have 
his  eye  on  a  U.S.  Senate  seat.  Poerner  has 
little  to  say  about  the  election  and  dis- 
misses Temple's  challenge — which  some 
of  his  staffers  say  is  overconfidence. 

Although  the  commission  no  longer 


has  the  power  in  oil  it  once  did — events 
of  the  past  decade  have  seen  to  that — it 
is  very  much  a  force  to  be  reckoned  with 
in  Texas.  The  escalating  demand  and  the 
rising  price  of  oil  and  gas  have  seen  the 
number  of  applications  to  drill  new  wells 
in  Texas  more  than  double  to  over 
20,000  a  year  in  the  past  decade.  If 
methanol  (made  from  gasifying  coal  I  or 
other  synthetic  fuels  are  ever  seriously 
used,  Texas'  coal  reserves  figure  to  be 
important.  And  if  the  vast  reserves  of 
geopressured  methane  under  the  Gulf 
Coast  are  developed  (the  Railroad  Com- 
mission's authority  extends  lO'/i  miles 
into  the  Gulf  of  Mexicol,  the  commis- 
sion will  oversee  that  too. 

Interestingly,  the  future  of  the  com- 
mission may  have  a  lot  more  to  do  with 
railroads  than  it  has  in  almost  a  century. 
There  is  talk  of  building  a  high-speed 
train  modeled  after  the  130-mph  lapa- 
nese  Shinkansen  to  connect  Dallas  Ft. 
Worth,  San  Antonio  and  Houston,  a  tri- 
angle that  holds  about  half  of  the  state's 
population.  But  why  would  Texans  ever 
give  up  their  cars-  "To  survive,"  says 
Chairman  Poerner.  "A  train  like  that  can 
move  40,000  people  an  hour,  />  2,500  by 
car  over  a  similar  lane  of  traffic.  It  would 
take  20  years  to  build,  but  SI. 20  gasoline 
makes  the  difference." 

When  the  Railroad  Commission  first 
began  prorating  oil  in  the  1930s  it  was 
selling  for  10  cents  a  barrel  ■ 


18  consecutive  years 
of  dividend  growth. 


For  18  consecutive  years,  Barnes 
Group  Inc.  has  paid  a  higher 
dividend  in  cash  or  stock  than 
the  years  before.  And  for  the 
past  8  years,  we  have  set  new 
sales  and  earnings  records  each 
year.  Our  published  policy  has 
always  been  to  provide  share- 
holders with  a  good  return,  and 
to  reinvest  for  planned  growth. 
The  record  indicates  that  we  put 
our  policies  into  practice. 
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The  critical  parts  people 


Our  two  largest  segments, 
Associated  Spring,  the  world's 
No.  1  springmaker,  and  Bowman 
Distribution  continue  their 
strong  growth;  and  Globe  Distri- 
bution, our  newest  operation, 
has  contributed  its  expected 
share.  Planned  growth  from  with- 
in and  without,  plus  our  unique 
balance  of  manufacturing  and 
distribution,  make  Barnes  Group 
Inc.  a  name  to  remember. 


DIVIDENDS  $  per  share 
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For  a  copy  of  our  Corporate  Profile, 
write  to:  Corporate  Communica- 
tions. Department  B-1.  Barnes 
Group  Inc..  Executive  Office, 
Bristol.  Connecticut  06010 


[  spate  of  toll  increases  shows  the  nations  pay 
oads  are  being  hurt  by  a  cooling  of  the  Great 
[merican  Romance  with  the  automobile.  Are 
he  money  machines  days  numbered? 

End  of 

the  affair? 


By  Richard  Phalon 


rm  or  the  better  part  of  three  de- 
N  cades  now,  the  nation's  toll  roads 
■  have  been  among  the  prime  bene- 
ciaries  of  the  Great  Romance  between 
merica  and  the  automobile.  Crisscross- 
lg  the  country  with  thousands  of  miles 
f  concrete  and  asphalt,  they  flattened 
le  mountains,  filled  the  valleys  and 
lade  it  possible  for  exhilarated  motor- 
ts  to  whisk  themselves  from  here  to 
lere  almost  as  the  crow  flies. 
The  formula  was  simple:  Keep  the  tolls 
>w  enough  to  entice  an  ever-growing 
olume  of  traffic  through  the  barriers, 
ut  hold  the  lid  on  operating  and  mainte- 
ance  costs.  Success  was  easy  to  mea- 
ire  in  the  fat  surpluses  that  enabled 
[most  all  of  the  roads  regularly  to  pay  off 
lead  of  schedule  billions  in  tax-exempt 


bonds  that  brought  them  into  being. 

It  was  a  formula  for  a  different  age.  The 
romance  between  America  and  the  auto- 
mobile is  beginning  to  fray  under  the 
harsh  realities  of  the  OPEC  cartel  and 
rising  gasoline  prices.  A  still  compara- 
tively small  but  fast-growing  minority  of 
commuters  are  leaving  their  gas  guzzlers 
in  the  garage  and  turning  to  mass  transit 
or  car  pools.  Recreational  travel  was 
down  sharply  last  summer  and  weekend 
pleasure  driving  is  off  to  the  point  where 
on  Sundays  whole  sections  of  arteries 
like  the  New  Jersey  Turnpike  are  as  little 
used  as  the  back  roads  they  replaced. 

What  would  gasoline  at  $1.50  or  $2  a 
gallon  mean  to  traffic  patterns  that  are 
already  beginning  to  curl  around  the 
edges?  What  almost  certainly  lies  down 
the  road,  says  Norman  H.  Wuestefeld, 
senior  vice  president  of  Wilbur  Smith 


Associates,  one  of  the  nation's  biggest 
traffic  consultants,  is  a  period  of  either 
"no  growth  or  slow  growth." 

Signs  of  the  first  slowdown  on  the 
pikes  since  the  OPEC  crisis  of  1973  and 
the  ensuing  recession  began  to  multiply 
last  summer.  With  gasoline  in  tight  sup- 
ply in  many  parts  of  the  country,  panicky 
motorists  scrubbed  their  vacation  plans. 
The  thrill  of  the  open  road  lost  much  of 
its  charm. 

Things  picked  up  a  bit  this  winter;  but 
March  was  soft  on  many  of  the  roads, 
and  managers  like  William  f.  Flanagan, 
executive  director  of  the  New  Jersey 
Turnpike,  are  beginning  to  add  concern 
about  recession  to  their  worry  over  fuel 
supplies  and  prices.  Roads  that  carry  a 
high  volume  of  commercial  traffic — 
roads  like  the  Jersey  Pike,  the  New  York 
State  Thruway  and  the  Indiana  Toll 
Road — are  particularly  vulnerable  to 
downturns  in  the  economy.  "You  can 
usually  tell  what's  going  to  happen  to  the 
economy  by  watching  the  trucks," 
Flanagan  says  glumly. 

In  his  18  years  with  the  Pike,  he  has 
watched  the  pattern  unfold  many  times. 

Total  traffic  on  the  Pike  dropped  from 
a  peak  of  110.9  million  vehicles  in  1973 
and  didn't  get  back  to  that  level  until 
1977.  "We  lost  three  years'  growth,"  says 
Flanagan.  The  pattern  was  much  the 
same  on  the  New  York  Thruway,  the 
Mass  Pike  and  other  long-haul  roads. 

Thus,  on  the  revenue  side  of  the  busi- 
ness, most  of  the  roads  are  facing  a  dou- 
ble bogey — recession  and  the  resistance 
of  the  man  behind  the  wheel  to  the  high 
cost  of  fuel.  Some  experts — Norman 
Wuestefeld  for  one — argue  it's  not  so 
much  the  price  of  motor  fuel  as  such  that 
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promotion  potion  for  slowing  motion. 
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City  Investing  reports  to  its 


City  Investing  is  the  world's 
largest  manufacturer  of  steel 
shipping  containers  for  the 
chemical,  petroleum,  paint 
and  food  industries. 


We  are  one  of  the  leading 
U.S.  manufacturers  of  cen- 
tral heating  and  air-condi- 
tioning equipment,  and  the 
world's  largest  producer  of 
storage  water  heaters. 


In  insurance,  we  are  one 
of  the  largest  property  and 
casualty  underwriters  in 
the  United  States. 


We  are  leaders  in  the  custom 
design,  manufacture  and  sale 
of  printed  business  forms. 


At  factories  and  offices 
across  the  country,  City  pro- 
vides food  and  beverages 
through  cafeteria  operations 
and  vending  machines. 


tockholders  on  manufacturing 


In  1979,  City  Investing's  revenues 
from  domestic  manufacturing  were 
more  than  $1.2  billion.  That's  an 
increase  of  47  percent  over  1978. 

Our  performance  in  these  activ- 
ities has  been  good.  Our  interests 
are  diversified,  both  in  the  products 
we  produce  and  the  markets  we 
serve.  We  are  expecting  continued 
growth  in  the  1980s. 

We  keep  buildings  warm, 
cool  and  efficient 

Our  heating,  water  heating  and  air- 
conditioning  systems  are  basic  and 
essential. 

We  build  them  for  domestic 
and  commercial  applications,  and 
ongoing  technological  improve- 
ments have  made  them  among  the 
most  efficient  systems  on  the 
market  today. 

For  example,  in  comparison 
with  standing  pilot  furnaces  in  the 
Rheem  product  line,  energy-saving 
electric  ignition  and  an  automatic 
vent  damper  make  our  new  gas 
furnaces  up  to  27  percent  more  effi- 
cient. Based  on  Department  of 
Energy  procedures  for  calculating 
annual  estimated  operating  costs, 
up  to  18  percent  can  be  saved  on 
your  heating  bills. 

Our  high  efficiency  air-con- 
ditioners can  be  more  effective  in 
cooling  an  entire  home  than  indi- 
vidual room  conditioners. 

Heat  pumps  represent  a  grow- 
ing market  for  us  in  many  parts  of 
the  country.  And  in  commercial 
applications,  they  can  deliver  sig- 
nificant operating  economies  in 
areas  where  electric  heat  is  being 
used. 

We  design  and  sell  conventional 
water  heaters  under  the  Rheem 
and  Ruud  brand  names,  and  very 
promising  solar  water  heating 
systems. 

The  domestic  water  heating 
market  is  surprisingly  reliable. 
More  than  sixty  percent  of  the  busi- 
ness is  replacement  business,  not 
tied  to  housing  starts. 

We  also  produce  the  famous 
55-gallon  steel  drum,  other  steel 
containers  and  innovative  plastic 


containers,  for  shipping  raw  materi- 
als and  finished  goods,  at  72  plants 
in  the  United  States  and  19  other 
countries. 

Our  international  manufactur- 
ing operations  delivered  more  than 
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$591  million  in  revenues  in  1979,  up 
26.6  percent  over  1978. 

We  are  making  an 
impression  in  printing 

We  operate  one  of  this  country's 
leading  magazine  printers,  which 
prints  some  of  the  best  known  pub- 
lications on  the  newsstand,  most  of 
them  under  long-term  contracts. 
There  are  three  main  plants.  We  are 
spending  more  than  $30  million  on 
new  offset  printing  facilities  in  Mt. 
Vernon,  Illinois. 

We  are  also  leaders  in  the 
design,  manufacture  and  sale  of 
printed  business  forms,  process- 
ing systems  and  equipment— for 
everything  from  small  businesses 
to  direct  mail  operations  and 
computer  processing. 

A  company  that 
fits  together  for  growth 

City  Investing's  total  revenues  in 
1979  were  more  than  $5  billion. 
Total  assets  are  now  more  than 
$7  billion. 

We  are  not  only  in  good,  basic 
businesses,  but  we  are  leaders  in 
most  of  them.  In  addition  to  Manu- 
facturing (a  cornerstone  in  our  com- 


pany) and  International,  we  are 
involved  in  three  other  major  areas. 

In  Housing,  we  are  predomi- 
nantly located  in  the  Sun  Belt,  one 
of  the  fastest-growing  regions  in  the 
country.  Our  operations  here  have 
made  us  one  of  the  nation's  largest 
single-family  homebuilders. 

We  also  manufacture  mobile 
homes  in  19  plants  across  the 
country.  And  we  plan  and  build 
entire  residential  communities 
in  Florida. 

Our  Consumer  Services  sector 
includes  the  leading  budget-priced 
motel  chain,  Motel  6,  and  one  of 
the  largest  institutional  food  service 
businesses  in  the  United  States. 

In  Insurance,  we  are  a  major 
underwriter  of  commercial  lines 
through  The  Home  Insurance  Com- 
pany, a  $2  billion  writer  of  property, 
casualty,  life,  accident  and  health 
insurance. 

Dividend  growth  has 
continued 

As  our  revenues  and  earnings  have 
grown,  so  have  our  dividends.  In  the 
past  three  years,  they  have  increased 
by  50  percent,  to  $1.20  in  1979  from 
$0.80,  per  common  share.  And  our 
performance  has  built  a  firm  foun- 
dation for  future  growth. 

To  learn  more  about  us,  and 
the  businesses  that  are  part  of  City 
Investing,  just  clip  this  coupon. 


j  FB428  j 

John  Herndon,  Vice-President 
I   City  Investing  Company,  Dept.  M 
j   767  Fifth  Avenue 

NEW  YORK,  NY  10022 

I   Dear  Mr.  Herndon: 

Please  send  more  information  on 
[   City  Investing. 

I   Name   | 

I   Address_   I 

|  City   | 

State  Zip   | 

l  l 


Q  City  Investing  fits  together  for  growth 


cuts  into  traffic  as  motorists'  anxiety 
over  the  availability  of  the  stuff. 

Thus,  the  traffic  consultant  thinks 
some  of  the  roads  might  even  show 
"good  gains"  this  summer.  There  is, 
however,  a  fair  amount  of  division  in  the 
travel  industry  over  how  much  of  an 
impact  the  cost  of  fuel  has  on  driving 
habits.  Can  all  those  "I  Don't  Brake  For 
Iranians"  bumper  stickers  out  there  real- 
ly be  signaling  a  kind  of  drive-at-any- 
price  equanimity? 

Bill  Flanagan  doesn't  think  so.  "Gas  is 
everywhere  you  want  it,"  he  says. 
"Weekend  driving  is  off  because  of  price. 
It's  not  availability."  Sources  as  disparate 
as  the  American  Petroleum  Institute  and 
Best  Western  International  (Forbes,  Apr. 
14)  also  insist  there  will  be  a  permanent 
drop  in  automobile  use  as  the  price  of  gas 
goes  up.  All  that  adds  up  to  a  migraine 
over  how  much  traffic  the  roads  can 
manage  to  hang  on  to. 

There  are  worries  on  the  expense  side 
of  the  equation,  too,  mainly  in  the  form 
of  heavy  operating  and  maintenance 
costs  that  in  many  cases  have  begun  to 
climb  faster  than  revenues.  Part  of  the 
problem  is  that  most  of  the  roads,  built 
in  the  Fifties  and  Sixties,  are  beginning 
to  subside  into  middle  age. 

For  highways  like  the  New  York  State 
Thruway  and  the  Indiana  Toll  Road,  that 
means  big  money  must  be  plowed  back 
into  resurfacing,  bridge  work  and  other 
heavy  maintenance.  "We're  seeing  more 
and  more  major  rehabilitation  in  a 
change  from  routine  maintenance  that 
gets  more  and  more  expensive,"  says 
James  A.  Martin,  executive  director  of 
the  Thruway. 

"There's  a  tendency  for  the  operating 
and  maintenance  line  and  the  revenue 
line  to  cross,"  says  Chuck  Owen,  deputy 
director  of  road  operations  for  the  Florida 
Department  of  Transportation.  "When 
they  do  cross,  you  have  to  do  something 
about  it." 

Increasingly  that  something  is  higher 
rates,  as  Chuck  Owen  knows  only  too 
well.  Though  facing  stiff  freeway  compe- 
tition on  key  sections  of  its  route,  the 
Florida  Turnpike  raised  tariffs  last  year 


for  the  first  time  in  its  22  years  of  exis- 
tence. "I  can't  say  it's  going  to  be  an- 
other 22  years  before  we  raise  them 
again,"  says  Owen. 

New  Hampshire,  Delaware  and  Okla- 
homa, among  others,  also  raised  their 
rates  last  year.  Massachusetts,  the  Jersey 
Pike  and  the  Chesapeake  Bay  Bridge- 
Tunnel  followed-  suit  this  year,  and  the 
New  York  State  Thruway  has  pending  a 
new  rate  schedule  that  will  lift  the  tariff 
on  commercial  traffic  by  30%.  Norman 
Wuestefeld  says  still  other  increases  are 
in  the  hopper. 

Some  of  the  increases  are  automatic, 
triggered  by  bond  covenants  that  require 
the  roads  to  earn  a  minimum  coverage  of 
1.2  times  debt  service.  Others  are  pre- 
emptive, the  only  response  the  toll  roads 
have  to  rising  prices,  softening  unit 
growth  and  a  demoralized  bond  market 
that  makes  it  difficult  for  them  to  raise 
the  growth  and/or  rehabilitation  money 
they  need  in  any  other  way  except 
through  the  tollbooths. 

Isn't  that  a  self-defeating  tactic?  Won't 
the  increases  add  to  the  vectors  that  may 
already  be  pricing  the  roads  out  of  the 
market?  Typically,  rate  increases  have 
always  had  some  impact  on  traffic.  The 
New  York  State  Thruway,  for  example, 
expects  that  its  proposed  new  tariff  will 
cut  unit  volume  on  commuter  traffic 
over  the  Tappan  Zee  Bridge  crossing 
(where  it  has  no  competition)  by  less 
than  1%,  but  projects  a  7%  drop  at  the 
heavily  traveled  Yonkers  tollbooth 
where  commuters  have  other  options. 

Wall  Street,  of  course,  likes  the  im- 
proved coverage  bondholders  get  out  of 
rate  increases.  And  in  many  cases,  the 
coverage  is  very  solid,  indeed — anywhere 
from  6  to  10  times  debt  service  in  the 
case  of  such  well-situated  roads  as  the 
Pennsylvania  Turnpike  and  the  Con- 
necticut Turnpike  (see  table). 

If  the  Indiana  Toll  Road's  experience 
with  the  $275  million  revenue  bond  is- 
sue it  attempted  to  bring  to  market  late 
last  year  means  anything,  however,  Wall 
Street  is  also  worried  about  the  cooling  of 
the  Great  Automobile  Romance. 

Indiana  had  hoped  to  earmark  most  of 


the  offering  for  the  construction  of  seven 
new  interchanges  that  would  enable  it  to 
tap  more  commuter  traffic,  an  important 
new  market  that  could  add  to  the  road's 
growth.  One  reason  the  issue  never  got 
to  market  was  doubt  that  investors 
would  swallow  bonds  carrying  a  40-year 
maturity. 

"We  would  have  problems  rating  an 
issue  40  years  out,"  says  William  J.  Mills, 
a  municipal-bond  analyst  at  Standard  & 
Poor's.  "The  farther  out  you  go,  the 
greater  uncertainty  about  gas  consump- 
tion, gas  reserves  and  their  potential  im- 
pact on  toll  revenues." 

Indiana  may  ultimately  get  the  issue 
off  the  ground  by  repackaging  it,  but  The 
Street's  initial  reaction  suggests  that  the 
toll  roads  may  be  about  to  lose  an  attri- 
bute that  made  them  one  of  the  most 
creditworthy  risks  around: 

Though  most  of  the  roads  carry  an 
estimated  20-year  payout,  they  have 
typically  financed  themselves  on  a  40- 
year  basis.  In  the  early  years  of  an  issue, 
only  interest  is  payable.  As  revenues 
leapfrogged  ahead  of  interest  costs,  the 
roads  used  surplus  to  retire  principal 
ahead  of  schedule,  thereby  producing  a 
cushion  of  rising  coverage  over  the  life  of 
the  bonds.  Investors  found  that  cushion 
reassuring,  an  anchor  to  the  windward 
against  recession  and  bad  times. 

For  the  moment,  at  least,  the  market 
seems  to  be  saying  that  the  tolls  are 
going  to  have  to  come  up  with  a  new 
financial  look — not  an  easy  thing  to  do  in 
an  environment  many  road  managers 
think  is  pretty  much  a  guessing  game 
anyway. 

The  outlook  is  not  entirely  bleak.  The 
roads  are  putting  a  lot  of  promotional 
muscle  behind  the  idea  that  they — as  the 
most  direct  way  to  get  here  from  there — 
have  a  lot  to  offer  motorists  in  terms  of 
fuel  savings.  Aggressive  merchandising 
may  help  to  keep  volume  up.  The  roads 
may  also  benefit  from  the  scramble  to 
more  fuel-efficient  cars  that  will  help 
take  some  of  the  sting  out  of  the  rising 
cost  of  driving.  The  Great  Romance  may 
not  be  over,  but  it  certainly  looks  as 
though  a  lot  of  the  passion  is  gone.  ■ 


A  sampler  of  toll  road  tax-exempt  bonds 


Total  debt 

Debt 

Total. 

Passenger 

outstanding 

service 

revenue 

tolls  as  % 

Moody's 

Authority 

(mil) 

Issue 

coverage 

(mil) 

of  revenue 

Price 

rating 

Chesapeake  Bay  B&T  Dist 

$  58.2* 

Series  A  First  Pledge  (4.875%) 

2.70* 

$  14.3 

68.9% 

70 

Baa 

Connecticut  Turnpike 

223.1 

First  through  Seventh  Series 

9.78* 

32.5 

64.9 

53% 

AAA 

Florida  Turnpike 

196.9* 

Series  61  and  70  (4.75%,  7.10%) 

2.14* 

49.2 

78.0 

82'/2 

A 

Illinois  State  Toll  Hwy 

336.9 

Series  of  1955  (3.5%  to  6.75%) 

2.03 

97.1 

76.1 

77»/2 

A 

Massachusetts  Turnpike 

102.7 

Initial  Series  1954  &  1968  (3.3%,  5.25%) 

1.72 

35.3 

59.9 

7ll/2 

A 

N|  Turnpike 

811.1 

1966  Bonds  Series  A-G  (4.75%  to  5.875%) 

1.59* 

116.3 

62.5 

62 

AA 

NY  State  Thruway 

588.7 

General  Rev.,  Senes  A-D  (2.7%  to  4.15%) 

3.00 

146.8 

62.4 

60 

A 

Oklahoma  Turnpike 

130.5* 

Series  A  (4.7%) 

2.07* 

36.0 

50.5 

59 

Baa  1 

;  e-Tia  Tpk  Comm 

105.0 

Revenue  Bonds  (3.0%  to  5.8%) 

6.44 

106.0 

53.7 

71 

AA 

8;  all  others  1979 
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DISAPPOINTING  NEWS  FOR  AMERICA'S  52QOOO  MILLIONAIRES 
ONLY  1,500  BERTONE  COUPES  WILL  BE  OFFERED  THIS  YEAR. 

In  an  age  when  anyone  with  money  can  purchase  a  Mercedes,  BMW  or  Cadillac  Seville,  it  takes  a 
good  deal  more  to  own  a  Bertone  Coupe. 
It  takes  luck. 

The  Bertone  Coupe  is  a  limited  production  luxury  class  touring  car  that  combines  Volvo  engineering 
with  the  classic  Italian  craftsmanship  of  one  of  Europe's  most  distinguished  coach  builders:  Bertone  of  Turin. 

To  fully  appreciate  the  results  of  this  collaboration — the  handcrafted  details,  the  supple  leather 
upholstery,  the  rich  wood  veneers,  the  superb  engineering — you  have  to  see  and  drive  this  car  for  yourself. 

Due  to  the  extremely  limited  supply  of  these  extraordinary  automobiles,  we  urge  you  to  use  extreme 
haste  in  visiting  a  Volvo  dealer. 

If  you  should  have  money  enough  and  luck  enough  to  purchase  a  Bertone  Coupe,  you'll  not  only  have 
the  satisfaction  of  owning  a  car  that  shows  you've  arrived. 

You  won't  see  yourself  coming  and  going.  VOLVO 

C  i960  VOLVO  OF  AMCRrCA  CORPORATION  -  -  •  * 


Confronted  with  unprecedented  expo^ 
sure  to  lawsuits  arising  from  the  growing 
public  awareness  of  their  accountability 
for  corporate  actions,  board  members  re^ 
quire  extensive  insurance  protection 
against  personal  financial  loss. 

A  brief  review  by  INA  of  an  insurance 
topic  of  interest  to  business  executives. 


Following  charges  or  neg- 
ligence and  conflict  of  interest 
involving  some  prominent  com- 
panies, a  host  of  legislative  and 
regulatory  measures,  as  well  as 
numerous  court  rulings,  have 
assigned  boards  ot  directors  the  ul- 
timate responsibility  for  corporate 
conduct.  Today,  the  board  is  an- 
swerable for  the  company's  integ- 
rity in  its  relationships  with  its 
shareholders,  customers,  and  the 
public  at  large. 

Moreover,  the  trend  toward  in- 
creased actions  against  directors 
tends  ro  intensify  during  periods  ot 


high  inflation  and  unsettled  eco- 
nomic conditions.  Disappointing 
earnings  and  weak  stock  prices  are 
likely  to  augment  both  the  number 
ot  lawsuits  and  the  amount  of  dam- 
ages claimed.  With  their  personal 
assets  and  protessiortal  reputations 
at  stake,  directors  have  reacted  by 
imposing  tighter  controls  over 
matters  within  their  jurisdiction. 

They  are  also  seeking  tull 
indemnitication  trom  the  compa- 
nies they  serve  for  the  greater  risks 
to  which  they  are  exposed.  Typi- 
cally, this  involves  the  protec- 
tion afforded  by  comprehensive 


directors  and  officers  liability 
insurance. 

The  tender  trap 

As  an  example  ot  the  tangled 
issues  confronting  directors  today, 
consider  the  recent  proliferation  ot 
tender  otters  tor  company  stock. 
Such  offers,  particularly  it  they  are 
hostile,  may  be  characterized  by 
unexpected  confrontations  and 
often  present  complex  business, 
financial  and  legal  issues  that 
require  swift  reaction.  In  such  situ- 
ations, the  responsibilities  ot  a  di- 
rector are  tar  trom  clear,  and  litiga- 
tion may  result  regardless  of  the 
course  ot  action  taken. 

The  directors  ot  a  publishing 
firm,  for  example,  have  been 
named  as  defendants  in  several 
class-action  suits  by  company 
shareholders,  who  have  alleged 
that  the  directors  breached  their 
fiduciary  duties  by  opposing  an 
unsolicited  tender  offer.  The  suits 
seek  injunctive  relief  and  damages 
in  the  several  hundred  million  dol- 
lar range.  The  ultimate  outcome  is 
still  to  be  determined. 


Corporate  Directors 


Faced  with  the  possibility  of 
such  litigation,  some  companies 
have  made  extensive  preparations, 
gathering  relevant  data  about  po- 
tential buyers  in  advance  and 
developing  a  formal  set  of  proce- 
dures to  be  considered  should  an 
unsolicited  tender  offer  surface. 

Intensive  scrutiny 

In  many  companies  today, 
boards  are  doing  much  of  their 
work  through  committees,  some  of 
which  may  be  composed  entirely  of 
outside  directors.  These  commit- 
tees may  be  organized  to  conduct 
in-depth  investigations  of  specific 
matters  and  to  report  back  to  the 
board  on  their  findings.  Or  they 
may  be  charged  with  ongoing  re- 
sponsibilities, such  as  assuring 
that  certain  information  flowing  to 
the  board  is  accurate.  For  example, 
standing  audit  committees  are  ex- 
pected to  oversee  the  relationship 
with  the  outside  auditors  and  the 
preparation  of  financial  data. 

But  even  though  directors  may 
believe  they  have  acted  objectively, 
carefully  and  diligently,  there  is  no 
guarantee  that  their  management 


of  corporate  affairs  will  be  immune 
from  attack. 

The  perils  of 
unprofitability 

A  company  with  a  number  of 
unprofitable  years  is  more  likely  to 
be  the  object  of  lawsuits  than  is  a 
consistently  profitable  one.  Com- 
panies actively  engaged  in  acquisi- 
tion efforts,  as  well  as  diversified 
companies,  are  more  litigation- 
prone  than  those  in  a  single  type  of 
business.  And  although  publicly 
held  companies  have  traditionally 
been  more  vulnerable  than  private 
or  closely  held  firms,  the  latter  ap- 
pear to  be  increasingly  subject  to 
take-over  attempts  and  the  accom- 
panying possibility  of  resulting 
legal  action.  Even  directors  and 
officers  of  non-profit  organizations 
may  be  the  targets  of  lawsuits. 

Individual  stockholders  and 
stockholder  groups  are  frequent 
plaintiffs  in  actions  brought 
against  directors  and  officers  of 
publicly  held  companies,  both 
large  and  small.  Employees  and 
former  employees,  customers, 
government  agencies  and  prior 


An  inside  track  for  the 
outside  director 

The  trend  to  more  independent 
boards  with  a  majority  of  outside  di- 
rectors is  clear.  One  indication  is  that 
boards  are  appointing  nominating 


ees  to 
e  se- 
:tors. 

The  function  of  a  nominating 
committee  is  to  help  the  board  screen 
and  select  exceptionally  well-qualified 
director  nominees  for  consideration  by 
the  company's  stockholders.  Point- 
edly, the  committee  itself  is  usually 
composed  of  a  majority  of  outsiders. 


owners  of  acquired  companies  are 
other  potential  plaintiffs. 

Directors'  and  officers'  liability 
insurance  is  a  specialized  form  of 
protection.  INA  is  one  of  the  major 
carriers  providing  this  coverage  for 
companies  of  all  sizes.  In  addition 
to  providing  the  insurance  cover- 
age, INA  specialists  will  advise  on 
measures  to  minimize  the  risk  of 
exposure  to  lawsuits. 

Recognizing  and  meeting 
complex  needs,  such  as  those  of 
directors  and  officers,  typifies 
INA's  comprehensive  approach  to 
increasingly  sophisticated  business 
insurance  and  risk  management 
problems. 

Comprehensive  services 
for  business 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insurance 
and  financial  service  companies.  In 
property  and  casualty  insurance 
and  risk  management  services,  life 
and  group  insurance,  health  care 
management,  and  financial  ser- 
vices, INA  and  its  affiliated  com- 
panies offer  a  unique  combination 
of  products  and  services  to  business 
and  industry  around  the  world. 

For  an  informative  booklet  on 
directors'  and  officers'  liability  in- 
surance write  INA,  1600  Arch 
Street,  Philadelphia,  PA  19101. 


The  Professionals 


Hart  Schaf  f  ner  & 
Success 


Hart  Schaf  f  ner  &  Marx 

36  South  Franklin  Street,  Chicago,  illinois  60606. 


lolly  Sugar  has  been  a  sweet  deal  for  Irwin  Jacobs,  the  Minneapolis 
iquidation  expert,  but  it  may  leave  a  sour  taste  on  Wall  Street. 


Beware  the  sugar  bubble 


The  Streetwalker 


Mention  the  word  "liquidate" 
on  Wall  Street  these  days,  and 
the  saliva  starts  to  flow.  Every- 
ne  remembers  the  killings  The  Street 
lade  on  stocks  like  Kaiser  Industries 
nd  Uris  Buildings,  which  doubled  and 
ripled  when  the  companies  announced 
itentions  to  liquidate. 
It  was  only  natural,  therefore,  for  Wall 
treet  to  plunge  into  what  seemed  like 
nother  liquidation  play,  Holly  Sugar 
^orp.  In  November,  Minneapolis  inves- 
jr  Irwin  Jacobs,  owner  of  9.8%  of  Hol- 
d's stock,  disclosed  that  he  wanted  to 
jrce  the  company  to  consider  liquidat- 
xg  itself.  This  came  after  the  38-year-old 
icobs,  who  specializes  in  liquidations, 
ad  tried  to  buy  Holly's  assets  for  some- 
bing  less  than  $36  a  share,  but  called  off 
be  deal  for  lack  of  financing  (the  com- 
any's  version)  or  an  accounting  dispute 
acobs'  version). 

Wall  Street  rushed  in  where  Jacobs 
?ared  to  tread,  and  Holly  Sugar  stock  rose 
ke  a  shot  from  the  low  30s  to  the  50s.  The 
Goldman,  Sachs  arbitrage  department 
icked  up  6.7%  at  an  average  cost  of  $37. 
■he  American  General  Enterprise  Fund 
icked  up  9.9%  at  an  average  of  $41. 
adenburgThalmann  &  Co.  said  it  and  its 
lients  owned  10.7%  but  wouldn't  say 
ow  much  it  paid.  (Ladenburg  has  never 
led  the  disclosure  forms  the  SEC  requires 
men  someone  buys  5%  of  a  listed  com- 
any,  and  the  SEC  seems  to  have  noticed. 
Vhen  Forbes  asked  Ladenburg  President 
tephen  Weisglass  for  details  of  the  firm's 
urchases  of  Holly  stock,  he  said  he 
ouldn't  discuss  them  "because  of  the  SEC 
ivestigation.") 

On  paper,  Holly  looks  like  yet  another 
ndervalued  company  worth  more  dead 
ban  alive.  Its  earnings  record  isn't 
luch — losses  totaling  about  $12  million 
i  fiscal  1978  and  1979,  with  possibly  a 
6  million  profit  for  fiscal  1980.  Ah,  but 
le  assets!  Holly's  10K  lists  the  replace- 
lent  value  of  its  sugar-beet  refineries  at 


Minneapo  lis  investor  Irwin  J 'acc  >hs 
The  saliva/lowed,  the  stock  rose. 


more  than  $100  a  share.  So  you  can't  go 
wrong  buying  $100  of  assets  for  $40, 
right?  Wrong.  If  nobody  wants  the  beet 
plants,  they're  worth  no  more  than  the 
income  they  produce.  Chrysler  has  a  re- 
placement value,  too,  but  who  wants  the 
company  at  any  price' 

Holly's  newest  beet  plant  is  16  years 
old,  built  before  high  energy  prices  be- 
came a  permanent  fact  of  life.  Sugar-beet 
refining  is  very  energy-intensive,  espe- 
cially plants  built  during  the  cheap-ener- 
gy days  of  the  1960s.  The  most  modern 
sugar-beet  plant  in  the  whole  country 
was  finished  in  1975,  and  none  are  under 
construction  now.  That  doesn't  sound 
much  like  an  industry  people  are  willing 
to  pay  replacement  cost  to  enter. 

Alan  Greditor,  a  food  analyst  at  Drexel 
Burnham  Lambert,  says  rising  energy 
costs  and  depressed  sugar  prices  have 
knocked  about  a  dozen  sugar-beet  plants 


out  of  business  in  the  past  three  years, 
and  all  the  plants  are  still  idle.  "None  of 
them  have  been  bought  up,  probably  be- 
cause they're  obsolete,"  Greditor  says. 
"Besides,  what  can  you  use  them  for?" 

The  hot  rumor  a  while  back  was  that 
Standard  Oil  of  California  was  going  to 
buy  Holly,  convert  the  plants  to  the 
production  of  ethanol  to  make  gasohol. 
Don't  hold  your  breath.  Standard  of  Cal- 
ifornia denies  everything.  And  if  Stan- 
dard did  want  to  get  into  the  ethanol 
business,  buying  Holly's  plants  would 
leave  it  stuck  with  high-cost  production 
facilities  located  near  sugar-beet  fields, 
not  near  refineries.  So  even  if  Holly 
Sugar  wanted  to  liquidate — and  manage- 
ment insists  it  doesn't  want  to — who's 
to  buy  it?  The  only  way  for  the  com- 
pany to  make  real  money  is  in  the  sugar 
business. 

The  only  liquidation  that  has  taken 
place  so  far  is  in  Jacobs'  holdings  of  Holly 
stock,  which  he  sold  at  a  handsome  prof- 
it in  February.  He  paid  $4  million  for  his 
stock  in  June  1978,  and  sold  it  for  some- 
thing over  $7  million.  (He  has  used  some 
of  that  to  increase  his  holdings  in  Repub- 
lic Airlines  to  5%.)  Jacobs,  who  started 
the  whole  Holly  bubble  with  his  mention 
of  liquidation  in  November,  has  out- 
smarted the  professional  moneymen.  Ja- 
cobs has  his  75%  profit,  while  the  mon- 
eymen are  sitting  on  their  Holly  stock 
hoping  someone  will  come  along  and  buy 
the  company.  Jacobs,  naturally,  claims 
that  suckering  anyone  into  Holly  Sugar 
was  the  last  thing  on  his  mind.  "I'm  just 
a  poor  boy  from  the  wrong  side  of  the 
tracks  in  Minneapolis,"  he  says. 

Indeed.  And  while  "poor  Irwin"  was 
selling  his  Holly  Sugar  shares,  guess  who 
was  buying?  None  other  than  the  arbi- 
tragers at  Morgan  Stanley  &  Co.,  the 
"white  shoe"  boys.  Morgan  Stanley  paid 
an  average  of  $45  a  share  ($3.6  million) 
for  5%  of  Holly,  and  bought  its  shares  at 
the  same  time  Jacobs  was  dumping. 

What's  going  on  here?  We  don't  know 
but  we  hope  the  boys  at  Morgan  Stanley 
do.— Allan  Sloan 
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What  happens  to  U.S.  factory  workers  who  lose  their  jobs  to  foreign 
competition?  How  do  they  readjust?  How  long  does  it  take?  Based  on 
a  large  sample  of  one  group,  1,500  workers  laid  off  by  Zenith  31 
months  ago,  a  FORBES  team  found  that  70%  are  now  back  at  work, 
that  retraining  may  be  more  productive — and  other  federal  aid  ever\ 
less  efficient — than  skeptics  fear. 

Starting  over  in  Chicago  j 


By  Bob  Tamarkin 
with  Lisa  Gross 

U.S.  exports  are  running  at  record  lev- 
els and  world  trade  is  booming,  creating 
jobs  and  giving  the  Free  World's  consum- 
ers the  greatest  choice  of  goods  they 
have  ever  had.  But  there  is  a  price.  Where 
foreign  trade  helps  strong  and  techno- 
logically advanced  industries,  it  hurts 
weaker,  older  industries,  especially  those 
that  fail  to  keep  ahead  of  the  foreign 
competition  in  quality  and  innovation. 

In  September  1977  Zenith  Radio 
Corp.,  the  last  of  the  major  television 
makers  producing  color  sets  in  the  U.S., 
succumbed  to  these  realities  and  moved 
much  of  its  production  overseas.  The 
result  was  the  laying  off  of  5,600  workers 
at  Zenith  plants  across  the  country, 
many  of  them  people  just  starting  to  rise 
on  the  economic  ladder. 

In  short,  if  the  overall  dynamics  of 
foreign  trade  are  immensely  favorable, 
the  impact  on  individual  industries  and 
on  individual  human  beings  is  not  al- 
ways so.  What  happened  to  the  people 
laid  off  by  Zenith?  Indeed,  what  hap- 
pened to  the  more  than  600,000  workers 
who  have  lost  their  jobs  to  foreign  com- 
petition in  the  past  four  years  alone? 

To  find  out,  Forbes  spent  the  better 
part  of  two  months  following  up  on  the 
1,500  people  laid  off  at  four  Zenith  plants 
in  the  Chicago  area.  With  the  help  of 
officials  of  the  Zenith  company  union, 
Independent  Radionic  Workers  of  Amer- 
ica, three  voluminous  computer  print- 
outs of  employee  names  were  scoured. 
With  that  and  the  Chicago  telephone 
directory,  contacts  were  made  with  a 
random  150  former  Zenith  workers — 
10%  of  the  total  number  laid  off.  Scores 
were  interviewed  in  their  homes,  on 
their  new  jobs  and,  in  the  cases  of  those 
who  subsequently  returned,  at  Zenith  as 
well.  Of  the  workers  contacted,  70%  are 
working  again,  nearly  twice  as  many  in 
crvice  industries  as  in  manufactur- 
ing. About  3.5%  were  out  of  the  labor 


market  entirely,  having  opted  for  early 
retirement.  The  remaining  26.3%  were 
either  still  unemployed,  receiving  unem- 
ployment compensation  or  welfare. 

The  individual  lives  looked  into  do  not 
add  up  to  a  scientific  study.  Far  from  it. 
But  by  focusing  on  specific  images,  they 
may  help  to  make  the  big  picture's 
meaning  clearer. 

Consider,  for  example,  the  case  of  Fred 
Wilkoszewski,  a  stocky  200-pounder 
with  burly  shoulders  who  used  to  think 
that  he  was  afraid  of  very  little  in  this 
world.  He  began  to  know  fear  in  the 
spring  of  1977,  when  serious  rumors 
started  to  crop  up  that  Zenith  was  mov- 
ing its  color  TV  production  to  Mexico 
and  Taiwan.  He  began  to  hate  getting  out 
of  bed  in  the  morning.  He  downed  milk 
by  the  quart  to  quiet  the  rumblings  in  his 
stomach.  He  bit  the  nails  of  his  calloused 
fingers  to  the  cuticles.  The  layoffs  came. 
Neither  the  unions  nor  the  sacred  senior- 
ity system  could  save  jobs. 

Wilkoszewski,  then  a  31 -year-old 
maintenance  chief,  was  asked  whether 
he  wanted  to  stay  on  as  a  janitor.  It 
meant  a  loss  of  seniority  and,  far  worse,  a 
cut  in  pay  from  $1,200  a  month  to  $500. 
It  wasn't  much  of  a  choice  for  a  man 
with  a  wife  and  three  small  kids:  either  a 
huge  pay  cut  or  no  job  at  all.  Wilko- 
szewski, who  years  earlier  had  quit  the 
construction  business  for  Zenith  "be- 
cause it  was  regular  work,  not  seasonal," 
became  a  janitor.  A  couple  of  weeks  lat- 
er, he  took  sick  leave  with  an  ulcer.  He 
never  returned  to  Zenith.  The  more  than 
$7,000  in  profit  sharing  he  took  with 
him  somewhat  eased  the  pain  of  his  de- 
parture. Today  he  works  as  a  scaler  at 
United  Packing  Co.,  earning  about 
$20,000,  nearly  twice  what  he  made  at 
Zenith.  And  no  more  ulcer.  But  Wilko- 
szewski is  still  bitter.  No  one  can  con- 
vince him  that  Zenith  and  the  union  he 
belonged  to  were  not,  as  he  puts  it,  "in 
cahoots."  He  still  rankles  at  the  sudden- 
ness of  it  all.  "Pow!  They  come  up  to  me 
after   13   years   and  say,  'Tomorrow, 


Zenith  's  plant  .Vo.  2  on  Kostner  on  Chicago  's] 
None  of  the  laid  qff  workers  thought 
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m're  a  janitor  or  you're  out.'  No  ques- 
Dns.  No  ifs.  No  buts.  From  a  salaried 
reman  to  a  janitor  in  eight  hours.  Just 
<e  that."  He  still  shakes  his  head  in 
sbelief  over  how  "people  were  bump- 
g  their  best  friends"  in  the  layoff 
ramble  to  hang  on  to  jobs.  The  fact 
at  he  is  better  off  now  than  he  was 
pears  to  be  no  comfort  when  he  looks 
ck  on  what  the  layoffs  did  to  people  he 
ought  he  knew  well. 
The  Independent  Radionic  Workers  of 
nerica,  the  union  Wilkoszewski  be- 
nged  to  at  Zenith,  had  10,500  members 
1967.  It  has  but  2,450  members  today, 
artin  Vaagen,  president  of  the  union, 
ends  most  of  his  time  these  days  jet- 
ig  between  Chicago  and  the  state  cap- 
d  in  Springfield  and  Washington,  D.C., 
;hting  for  state  and  federal  benefits  for 


the  laid-off  workers.  A  federal  program 
started  under  the  Trade  Act  of  1974,  for 
example,  provides  cash — 70%  of  a  work- 
er's annual  salary  for  52  weeks — plus  re- 
training and  relocation  money  to  those 
whose  jobs  are  lost  because  of  competi- 
tion from  imported  goods.  From  its  start 
in  April  1975  through  February  1980, 
this  Trade  Readjustment  Assistance 
(TRA)  program  paid  out  an  estimated 
$1.1  billion  to  605,000  workers  nation- 
wide. Last  year  in  Illinois  alone  some 
2,700  workers  were  paid  nearly  $14  mil- 
lion. Between  state  unemployment  com- 
pensation and  TRA,  a  worker  can  end  up 
collecting  70%  of  his  yearly  earnings  for 
a  year  and  a  half. 

Vaagen  constantly  worries  about  pro- 
tecting the  cash  TRA  provides  (so  far,  he 
has  helped  to  secure  three  extensions),  but 


he  has  no  great  hope  for  the  retraining 
aspects  of  the  program.  "With  the  elec- 
tronics industry  gone  in  Chicago,"  he 
says,  "why  do  you  retrain  these  people?" 

Forbes,  to  the  contrary,  found  a  sig- 
nificant number  of  instances  in  which 
retraining  changed  lives  for  the  better. 
But  money  for  this  purpose  is  scarce. 
Since  1975,  18,000  workers  have  been 
involved  in  the  Comprehensive  Employ- 
ment Training  Act  (CETA)  program  un- 
der TRA,  according  to  the  Labor  Depart- 
ment, a  fraction  of  presumed  targets  of 
the  program. 

"Availability  of  training  is  predicated 
on  individual  needs  and  the  availability 
of  funds,"  says  Sammie  Bryant,  the  La- 
bor Department's  national  trade  act 
coordinator.  Translation:  The  state  em- 
ployment offices  will  make  the  deci- 
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out  leaving  the  area  for  jobs  elsewhere. 
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sion  as  to  who  the  lucky  ones  are. 

Joe  Gonzalez  was  among  the  fortunate. 
Now  45,  Gonzalez  had  spent  nearly  half 
his  life  at  Zenith,  beginning  as  a  $2-an- 
hour  assembler  in  1957.  When  he  was 
laid  off,  in  June  1977,  he  was  a  tester 
making  $5.50  per  hour.  Unemployment 
compensation,  TRA  and  his  wife's  earn- 
ings as  a  key-punch  operator  amounted 
to  more  than  the  $1 1,400  he  was  earning 
when  he  left  Zenith.  That  income,  he 
says,  kept  him  from  rushing  back  to  Ze- 
nith, which  had  offered  a  new  job  at 
lower  pay  and  lower  seniority.  The 
$30,000  in  profit  sharing  he  had  also 
calmed  him. 

Nearly  a  year  after  the  layoff,  just  as 
Gonzalez  was  deciding  that  he  couldn't 
sit  around  much  longer,  the  state  em- 
ployment office  contacted  him  with  an 
offer  he  couldn't  refuse:  a  12-week, 
$1,800  CETA-sponsored  truck-driving 
course.  He  jumped  at  it.  One  week  after 
he  finished  the  course,  he  landed  a  job  as 
a  Chicago  Transit  Authority  (CTA)  bus 
driver,  earning  $11  an  hour,  twice  what 
he  was  making  at  Zenith.  He  now  thinks 
he  should  have  left  Zenith  years  ago. 
"For  the  first  time  in  two  years  I've  got  a 
little  confidence,"  he  says,  smiling  and 
jauntily  adjusting  his  cap  in  the  rearview 
mirror  of  his  bus.  "I  doubt  if  they  can 
send  the  CTA  to  Korea  or  Taiwan." 

CETA  helped  Edna  Roberts,  24  years 
after  her  formal  schooling  ended,  to  be- 
come a  licensed  practical  nurse.  When 
she  was  laid  off,  she  was  42,  divorced, 
with  two  children  at  home  and  one  away 
at  college,  and  the  last  thing  Edna  had  on 
her  mind  was  nursing.  She  had  figured 
she  was  making  enough  as  a  Zenith  qual- 
ity controller  to  get  out  of  the  housing 
projects  where  she  had  lived  since  join- 
ing Zenith  as  an  assembler  in  1966.  She 
had  already  contacted  a  realtor.  After  the 
layoff,  her  income  plunged  from  $200  a 
week  to  $135  in  unemployment  compen- 
sation, not  enough  to  carry  a  house  and 
too  much  to  qualify  for  food  stamps. 
Eventually  the  Zenith  credit  union  re- 
possessed her  '77  Chevy. 

The  TRA  money  she  was  eligible  for 
came  more  than  a  year  too  late  to  do  any 
good — a  chronic  problem  for  everyone 
Forbes  interviewed.  The  payments  ini- 
tially serve  as  supplements  to  state  un- 
employment compensation.  In  Roberts' 
case,  she  was  to  receive  an  extra  $12  a 
week  in  the  first  six  months  of  her  layoff 
and  then  $50  a  week  while  she  was  in 
school.  Her  TRA  money  arrived  after  she 
had  finished  school  and  was  already 
working  as  a  nurse.  The  money  came  in 
spurts:  one  week  a  batch  of  checks  in 
varying  amounts  would  arrive  totaling 
$1,100,  then  nothing  for  two  or  more 
weeks.  The  other  batch,  sometimes  ten 
separate  envelopes  in  one  day.  No  batch 
of  checks  totaled  the  same  amount. 

In  a  recent  report  the  General  Ac- 
cou  ting  Office  (GAO)  branded  the  TRA 


program  a  bureaucratic  fiasco,  ineffec- 
tive and  wasteful  because  of  lengthy  de- 
lays in  the  payments.  "Lengthy"  is  an 
understatement.  The  GAO  found  that 
the  average  worker  received  his  first  as- 
sistance check  488  days  after  being  laid 
off,  usually  in  a  lump-sum  retroactive 
payment.  Such  aid,  the  GAO  concluded, 
does  not  provide  help  when  workers 
need  it  most.  (Illinois  has  one  of  the 
worst  records  of  any  state  in  making 
timely  payments  to  eligible  workers.) 
The  GAO  has  recommended  the  pro- 
gram be  restricted  to  the  long-term  un- 
employed who  would  receive  trade-aid 
checks  for  up  to  a  year,  but  only  after 
their  state  unemployment  benefits  run 
out.  The  change,  says  GAO,  would  save 
millions  of  dollars.  While  the  Labor  De- 
partment does  not  dispute  most  of  the 
GAO's  findings,  it  does  argue  against  any 
changes  until  1981,  when  Congress  re- 


None  of  the  1 50  people  Forbes 
spoke  to  thought  about  leaving 
Chicago  for  jobs  elsewhere. 
American  workers,  unlike  a 
good  many  Europeans,  don't 
seem  to  be  inclined  to  follow 
jobs  across  a  continent.  .  .  . 
Many  of  them— 44%  of  our  sam- 
ple—found jobs  in  Chicago's 
bustling  service  economy. 


considers  renewing  the  program. 

The  TRA  foul-up  still  makes  Edna 
Roberts'  blood  boil,  but  the  anger  gives 
way  to  a  calm  pride  as  she  talks  about 
passing  the  state  boards  to  become  a 
nurse,  getting  her  car  back  with  a  bank 
loan  and  working  a  job  "where  I'm  need- 
ed the  most"  in  a  field  where  "jobs  are 
wide  open."  On  the  Zenith  line,  she 
says,  a  job  was  just  a  paycheck.  Between 
the  University  of  Chicago's  Billings  Hos- 
pital and  Cook  County  Hospital,  she 
earns  $13,000  to  $16,000  a  year.  Now,  at 
44,  she  talks  about  going  on  to  get  her 
RN  license. 

None  of  the  150  people  Forbes  spoke 
to  thought  about  leaving  the  Chicago 
area  for  jobs  elsewhere.  American  work- 
ers, unlike  a  good  many  Europeans,  don't 
seem  to  be  inclined  to  follow  jobs  across 
a  continent,  according  to  First  National 
Bank  of  Chicago  economist  Nina  Klar- 
ich.  "One  of  the  great  fiascos  of  the 
1960s  was  an  attempt  to  staff  the  Mon- 
tana coalmines  with  Appalachian  min- 
ers," she  says.  "These  individuals  clearly 
preferred  to  stay  in  their  home  commu- 
nities and  collect  unemployment  rather 
than  to  move  to  a  'foreign'  area." 

Many  of  the  former  Zenith  workers — 
44%  of  our  sample — found  jobs  in  Chica- 
go's sprawling,  bustling  service  econo- 
my. Trudis  Howard  cashiers  at  a  Jewel 
food  store,-  Freddie  Brooks  drives  a  bus,- 
Marie  Key  keeps  books  at  John  M. 


Smyth  furniture  store;  Earl  Pruitt  deliv- 
ers mail;  Era  Rhodes  clerks  at  the  main 
Post  Office;  Charles  Mecurio  makes  piz- 
zas; Vernice  Williams  takes  shorthand  as 
a  medical  secretary,-  Vera  Brown  over- 
sees a  computer  at  CNA  Insurance;  loe 
Henley  runs  a  rib  joint;  Florence  Sikorski 
books  vacations  in  her  own  travel  agen- 
cy; Norman  Howard  sells  household 
products;  Thomas  Jones  repairs  TVs  at 
Montgomery  Ward.  They  were  all  Zenith 
workers  who  joined  the  ranks  of  the  2 
million  other  Chicago  area  workers  who 
earn  a  living  providing  some  sort  of  ser- 
vice— nearly  4  times  the  number  who 
produce  goods.  "It's  possible  to  have  an 
entire  economy  of  service  jobs,"  Klarich 
says.  "One  doesn't  have  to  look  anymore 
for  a  correspondence  between  manufac- 
turing jobs  and  service  jobs." 

It  has  been  two  and  a  half  years  since 
the  layoffs.  There  has  already  been  one 
reunion  of  former  Zenith  workers.  On  a 
recent  Saturday  night  the  planning  com- 
mittee for  the  Second  Annual  Zenith  Re- 
union was  crowded  around  the  card  table 
in  Linda  Caridine's  dining  room.  This 
year's  tickets  will  cost  $10  a  person  (up 
from  $7  last  year).  The  price  of  admis- 
sion gets  you  a  cash  bar,  a  spread  of  hors 
d'oeuvres  and  a  floor  show  at  the  Conrad 
Hilton.  Last  year  more  than  a  thousand 
people  attended.  This  year's  crowd  is  ex- 
pected to  be  bigger.  The  money  taken  in 
pays  for  expenses  and  for  college  scholar- 
ships to  Chicago  students.  "The  reunion 
was  conceived  to  have  fun,  where  old 
friends  meet,"  explains  Fred  Darden, 
president  of  the  Zenith  Reunion  Awards 
&  Scholarship  Association.  "Then  we 
decided  to  do  something  meaningful." 

The  planning  committee  begins  sort- 
ing out  tickets,  designing  announce- 
ments, assessing  scholarship  candidates. 
The  unmistakable  openness  among 
them  as  they  chattered  away  made  it 
seem  rather  like  a  family  reunion. 

"Hello,  Mr.  Businessman.  How  come 
you  ain't  dressin'  no  better;" 

"So  that's  the  newest  little  Payne.  She 
looks  just  like  mama." 

"Who  do  you  eat  with  these  days?  You 
still  on  Weight  Watchers?" 

"Your  boy  John  still  makin'  trouble  for 
you?" 

"No.  That's  long  over.  Now  he's  in 
college 

"All  right  then,  let's  get  back  down  to 
business." 

"Listen  to  him,  still  thinks  he's  the 
foreman." 

When  Zenith's  television  plants  were 
alive,  the  corridors  and  lunchrooms  rang 
with  the  same  friendly  banter  as  in  Linda 
Caridine's  dining  room.  The  Zenith  peo- 
ple worked  together,  played  together  in 
softball  leagues  and  bowling  tourna- 
ments, drank  together,  vacationed  to- 
gether on  company  charters,  celebrated 
and  mourned  together.  But  in  the  end, 
each  had  to  go  his  own  way. 
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i  a  two-month  effort  FORBES  succeeded  in  contacting  150  of  the 
,500  Zenith  workers  laid  off  in  the  fall  of  1977.  Below,  a  sample  of 
le  sample,  the  way  some  of  them  started  over 

Close-ups  in 
the  big  picture 

Text  by  Bob  Tamarkin 
Photos  by  Herb  Goro 


Florence  Sikorski,  58 
Former  tester 

Visitors  to  the  Sikorski  home  on 
Chicago's  Northwest  side  are  proudly 
shown  the  gift  of  artificial  flowers 
decorated  with  five-dollar  bills  presented 
to  her  by  more  than  200  fellow 
employees  at  Zenith  during  a  morning 
coffee  break  on  the  occasion  of  her 
25th  anniversary  with  the  company.  "It 
was  like  a  happy  family,"  she  says, 
smiling.  "The  25  years  went  by  very 
fast."  That  was  on  Oct.  23,  1979.  A 
month  after  that,  she  was  laid  off.  Her 
husband,  Alex,  60,  left  Zenith  in  1971 
after  30  years  to  take  a  job  as  a  stockman 
with  Peerless  Instruments.  Now 
Florence  is  going  off  on  her  own,  starting 
a  second  career  with  her  own  travel 
agency. 


Fred  Wilkoszewski,  34 
Former  maintenance  chief 

The  rumors  that  Zenith  was  heading 
for  the  cheaper  overseas  labor  markets 
reached  right  to  Wilkoszewski's 
stomach.  "I  was  getting  an  ulcer  just 
thinking  about  the  possible  layoffs," 
he  says.  After  14  years  of  service  he  was 
asked  to  take  a  $600-a-month  cut  in 
pay,  a  proposition  that  didn't  sit  well 
with  his  wife,  three  kids  or  his 
stomach.  The  ulcer  forced  him  to  take 
sick  leave.  He  never  returned.  Today 
Fred  works  as  a  scaler  at  United  Packing 
at  twice  the  salary  he  made  at  Zenith. 
He  still  becomes  infuriated  when  he 
thinks  about  the  layoffs.  "The 
company  never  tried  to  save  jobs,"  he 
thunders.  "The  unions  put  on  a  good 
show  too.  And  you  know  shows  are 
cheap." 
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How  Digital's  computers  help  an  international 
leader  inautomation  get  a  competitive  edge. 


Westinghouse  Automation  and  Controls 
has  been  pioneering  in  supply  control  and 
data  acquisition  since  1958. 

This  division  of  Westinghouse  Brake  and 
Signal  Co.  Ltd.,  Chippenham,  UK,  developed 
the  WESDAC  system.  WESDAC  systems  are 
used  in  every  form  of  industrial  and  public 
utility— electricity,  gas,  oil,  water,  sewage, 
irrigation— as  well  as  in  depot  automation. 

Nearly  400  now  operate  in  42  countries, 
handling  SCADA  needs  from  small  private 
operations  up  to  complete  national  schemes. 

The  company  stays  competitive  by 
offering  forefront  technology.  To  do  this,  it 


calls  upon  virtually  every  capability  of  its 
long-term  supplier,  Digital  Equipment. 

Almost  every  model  of  the  PDP-11  com- 
puter is  regularly  utilized-from  the  LSI-11  board 
up  to  the  PDP-11/70  and  VAX-11/780  systems. 

What  key  factors  apart  from  price/ 
performance  prompted  Westinghouse  A&C 
to  come  to  Digital  and  stay  with  Digital? 

Compatibility.  When  you  utilize 
everything  from  micros  up  to  midrange 
computers,  having  much  of  the  software  in 
common  is  a  tremendous  advantage. 

Upward  expandability.  It's  vital  in  supply 
control.  The  inherent  flexibility  of  the  PDP-11 


Digital  comes  up  with  what 
we  need,  when  we  need  it,  ai 
delivers  it  right  on  the  nose'.' 

Michael  J.  Cave,  Manager 
Supplies  and  Manufacturing 

ouse  Automation  and  Controls 
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concept-the  ability  to  add  on  and  re-conf  igure- 
ensures  that  no  WESDAC  user  is  locked  in. 

Above  all,  world-wide  support.  Starting 
from  strong  local  office  support  and 
educational  services  for  customer  personnel 
and  continuing  in  the  42  countries  where 
WESDAC  systems  operate. 

As  a  high-technology  customer,  WESDAC's 
makers  find  that  Digital  is  right  up  with  them 
in  the  forefront:  "They  always  come  along 
with  what  we  need— right  on  the  nose." 

Digital  specialists,  like  the  Special  Systems 
Group  in  Reading,  UK,  collaborated  with 
them  to  develop  the  successful  VT  30 -H  video 


display.  Eric  Sands,  marketing  manager, 
sums  it  up: 

"Digital's  reputation  adds  to  ours." 
If  your  business  goal  is  a  competitive 
edge,  let  Digital  give  you  the  best  competitive 
computer  strategy  in  the  business. 
Call  or  write  today. 

Digital  Equipment  Corporation,  129  Parker  Street.  Maynard, 
Massachusetts  01754,  Department  PK3-2/M 18  European 
headquarters  12  av  des  Morgines.  1213  Petit-Lancy/Geneva 
In  Canada  Digital  Equipment  of  Canada.  Ltd 
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Christ  Tragos,  47 
Former  final  TV  tester 

Today,  Tragos  stands  all  day  long  in 
front  of  a  screen  flashing  digital  numbers 
as  he  tests  video  word-processing 
units.  He  used  to  stand  all  day  long 
testing  color  TV  sets.  Tragos  says  he 
returned  to  Zenith  after  a  five-month 
layoff,  on  the  promise  that  he  would 
get  his  old  classification  back.  "I  didn't," 
he  says.  The  new  job  carries  25%  less 
pay.  He  took  it  because,  as  he  puts  it, 
"electronics  work  is  all  I  know." 


Peter  Maldonado,  26 
Former  stockman 

Low  man  on  the  seniority  list, 
Maldonado  was  laid  off  three  separate 
times  between  1974  and  1977,  from 
two  to  six  months  each  time.  "I  really 
never  had  a  chance  to  get  started  at 
Zenith,"  broods  the  father  of  two  young 
sons.  The  last  time  he  came  back  he 
rejected  the  uncertainties  of  production 
work  in  favor  of  something  steadier. 
He's  a  security  guard  on  the  midnight 
shift  at  Zenith's  Rauland  tube  plant  in 
a  Chicago  suburb. 


PET  FOODS: 

one  of  Liggett's  growth  centers.  Alpo  is  the  No.  1 
canned  dog  food  and  a  major  new  brand  in  the  fast- 
growing  dry  dog  food  industry. 

Other  Liggett  growth  centers  are:  spirits  and 


wines  (j&B  is  the  No.  1  Scotch);  soft  drinks  (our 
Pepsi-Cola  bottlers  are  No.  1  in  their  franchise  areas); 
recreational  products  (No.  1  in  sales  of  physical  fitness 
products,  table  tennis  tables,  and  basketball  equip- 
ment); and  smokeless  tobacco  (Red  Man  is  the  No.  1 

chewing  tobacco). 
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Edna  Roberts,  44 
Former  quality  controller 

After  ten  years  in  housing  projects, 
Roberts  was  about  to  move  into  a  new 
house  when  Zenith  laid  her  off. 
Refusing  to  panic,  she  returned  to  school 
after  24  years  to  become  a  licensed 
practical  nurse.  She  works  half  the  time 
at  a  hospital,  the  other  half  at  a  nursing 
home.  Working  at  Zenith,  she  admits, 
meant  only  a  paycheck.  Now,  she  says, 
she's  needed.  With  a  secure  profession 
she  has  hopes  of  escaping  the  ghetto. 
Recently  she  contacted  a  realtor. 


Norman  Howard,  24 
Former  repair  technician 

Friends  called  him  Bam-Bam  at  Zenith 
because  he  was  young  and  energetic.  He 
started  work  there  at  17,  two  months 
after  graduating  from  Chicago's  Dunbar 
Vocational  High  School.  Since  his 
layoff,  he  has  worked  for  a  detective 
agency  repossessing  cars  and  sold 
vacuum  cleaners  door-to-door.  He's  now 
in  business  for  himself  as  an  Amway 
salesman  selling  everything  from  soap  to 
stereos  by  phone.  His  wife  is  a  cashier 
in  a  liquor  store  and  he  tends  their  three 
children,  a  role  switch  he  doesn't 
mind.  "We're  still  holding  on,"  he  says. 
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SPIRITS  AND  WINES: 

one  of  Liggett's  growth  centers.  J&B  is  the  No.1  Scotch 
in  the  United  States.  Other  leading  Liggett  spirits  in- 
clude Wild  Turkey,  Grand  Marnier,  Bombay  and 
Campari. 

In  1979,  our  non-cigarette  growth  centers  contrib- 
uted 76%  to  Liggett's  total  revenues,  excluding  excise 
taxes,  and  84%  to  Liggett's  total  operating  income. 
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Joe  Gonzalez,  45 
Former  tester 

A  20-year  Zenith  veteran  who  refused 
to  return  to  work  at  a  cut  in  pay  and 
seniority,  Gonzalez  was  out  of  work 
for  a  year.  He  had  drifted  as  a  youth, 
without  "a  father  to  tell  me  what  to 
do."  Manufacturing  work  was  all  he 
knew.  Last  year  the  state 
unemployment  office  sent  him  to  a 
12- week  CETA-sponsored  truck 
driving  school.  A  week  after  he  finished 
the  course,  he  got  a  job  as  a  Chicago 
Transit  Authority  bus  driver  working  the 
swing  shifts  at  SI  1  an  hour,  twice  his 
pay  at  Zenith. 


Marie  Key,  36 
Former  tester 

Fed  up  with  production  lines,  Marie 
Key  was  out  of  work  for  18  months.  She 
and  her  family — four  children  ages  17 
to  4 — got  by  on  her  unemployment 
compensation  and  the  paycheck  of  her 
husband,  a  switchman  for  the 
Milwaukee  Road.  After  taking  a 
four-month  accounting  course  at  the 
Illinois  School  of  Commerce  (paid  for 
by  the  state)  she  got  a  job  as  a 
bookkeeper  at  John  M.  Smyth,  a  major 
Chicago  furniture  store.  "I've  got  the 
skills  now,"  she  says  confidently,  "I 
can  find  a  job  anywhere.  That  wasn't  the 
case  in  the  color  TV  business." 


Donald  Pauldon  (left),  36, 
Fred  Newman,  36 
Former  repair  technicians 

After  they  were  laid  off,  they  became 
entrepreneurs,  opening  the  "Sinner's 
Bar,"  a  cocktail  lounge  on  Chicago's 
South  Side.  Pooling  their  savings  and 
taking  a  second  mortgage  on  a  building 
Newman  owned,  they  scraped  together 
829,000"  to  launch  their  venture. 
Working  for  a  big  company  was  all  right, 
says  Pauldon,  but  being  your  own  man 
and  profiting  from  it  is  what  he  calls 
"beautiful."  So  far,  the  independence 
is  there,  the  profits  are  yet  to  come.  They 
debated  opening  a  television  repair 
business,  but  quickly  dismissed  it  for 
obvious  reasons.  "There's  one  on 
every  corner,"  says  Newman. 
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MAI 

The  company  that 
means  business. 


Actually,  we're  a  company  that  means  more 
business  forthousands  of  businesses  all  over  the 
world. 

That's  because  our  widely  accepted  information- 
processing  systems — Basic  Four®  computers  and 
Wordstream™  word  processors — are  totally 
business  oriented. 

They're  designed  to  provide  business  people  with 
the  information  they  need  for  their  companies  to 
grow  faster. 

As  one  important  customer  states:  "With  MAI 
systems,  accounting  takes  less  time,  information  is 
more  accurate  and  management  reports  are  avail- 
able in  greater  variety  than  ever  before." 

This  year  that  marks  the  beginning  of  a  new 
decade  also  marks  MAI's  25th  year  as  a  major 


Capital  Expenditures 

(in  millions) 


3  2.9 

■ 

1975     1976     1977     1978     1979  1980 


supplier  of  computer  products  and  services. 

To  ensure  that  our  position  of  leadership  is  main- 
tained in  the  future,  we  continue  to  increase  our 
investment  in  product  research  and  development 
and  in  capital  assets. 

Our  advanced  technological  capability,  as  well  as 
our  substantial  marketing,  financial  and  management 
resources,  are  enabling  us  to  make  giant  strides  on 
the  path  to  achieving  our  goal:  to  supply  a  broad 
range  of  information-processing  products  and 
services  for  the  emerging  electronic  office  of  the 
future. 

To  learn  more  about  MAI  write  for  our  Annual 
Report  to:  Management  Assistance  Inc.,  300  East 
44th  Street,  New  York  NY  1 001 7. 
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It  Takes  A  Smart  Company  To  Make  Computer  Technology  Simple. 


The  MAI  Companies:  Basic  Four  Corporation  •  MAI  International  Corporation  •  Sorbus  Inc. 


Anastazia  Grzybek,  52 
Former  quality  controller 

A  survivor  of  the  German  work  camps 
in  World  War  II,  the  rigors  of  raising  two 
children  alone  in  the  city  and  a  one- 
year  layoff,  Grzybek  was  determined  to 
return  to  Zenith  whatever  the  cost.  It 
meant  the  midnight  to  7  a.m.  shift. 
During  her  13  years  at  Zenith  she  had 
risen  from  assembler  to  quality 
controller.  She's  now  back  on  the 
assembly  line  on  the  third  shift,  which 
she  calls  a  "ghost  town." 


Geraldine  Redditt,  25 
Former  assembler 

In  November  1977  Geraldine  Redditt 
took  a  maternity  leave  with  a  promise 
that  she  could  return  to  Zenith.  She's 
still  waiting  for  that  call.  ("My  supervisor 
told  me  she  probably  wouldn't  be  there 
when  I  got  back.")  In  the  meantime  she 
has  worked  as  a  temporary  secretary, 
but  mostly  as  full-time  mother  of  two 
small  children,  seven  and  two.  She  quit 
Zenith  in  1978  to  get  her  several 
thousand  dollars  in  profit-sharing 
money  "to  make  ends  meet."  Now  the 
family  lives  entirely  on  husband  Bert's 
earnings  as  a  maintenance  man.  Angry? 
No  longer,  she  says,  "I  couldn't  do 
anything  about  it." 


Ramon  Valle,  43 

Former  quality  control  inspector 

Valle  had  worked  for  Zenith  for  23 
years — "the  best  years  of  my  life" — 
before  he  was  laid  off.  For  more  than  a 
year  now  he  has  been  waiting  to  be  called 
back  and  in  the  process  "going  crazy 
sitting  around."  Next  month  the  $175  a 
week  in  unemployment  compensation 
he  has  been  getting,  on  which  he 
supports  his  wife  and  four  children, 
will  run  out.  (He  was  making  $260  a 
week  before  the  layoff.)  He  passes  the 
time  with  his  camera,  his  tropical  fish 
and  tape  cassettes.  In  retrospect,  he 
admits,  the  state  and  federal 
compensation  have  been  a 
disincentive  to  work.  If  he  had  been  fired 
outright,  he  thinks,  he  might  have  put 
his  life  in  order.  To  be  "laid  off,"  he  says, 
is  to  be  given  false  hope. 
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Our  bottom  line 
is  really  moving  up. 


Deliberate  planning. 
Sound  diversification. 

They're  as  basic  as  our  businesses. 
And  the  results  have  been  dramatic. 


Income  per  share 
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Santa  Fe  Industries,  Inc.  earned  a 


The  natural  resources  area  Contri- 
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million,  or  $7.63  a  share,  fully  di- 
luted, a  38%  increase  over  1978. 
This  is  the  fourth  consecutive  year 
of  record  earnings  for  Santa  Fe. 

All  of  our  operating  groups  made 
a  positive  contribution  to  Industries' 
pre-tax  income. 

Our  transportation  group,  which 
includes  the  Santa  Fe  Railway, 
made  a  pre-tax  contribution  of 
$135.4  million,  an  increase  of  22% 
above  1978. 


UU11U11  Ul  QIKJV.O  uiuiiuu  was  lltJOIiy 

double  the  1978  results. 

Forest  products  pre-tax  contri- 
bution was  $15.3  million  and  real 
estate  and  construction  activities 
made  a  pre-tax  contribution  of 
$25.6  million,  up  32%  above  1978. 

For  more  information  about  our 
dramatic  1979  results,  write  us  for  a 
'  copy  of  our  annual  report: 
Santa  Fe  Industies,  Inc., 
Dept.  333,  224  South  Michigan  Ave., 
Chicago,  IL  60604. 


Dividends  ■  Fully  diluted 
declared   m  earnings 


Cassandra  Howard,  27,  Trudis,  26 
Former  assemblers 

The  Howard  sisters  are  right  baek 
where  they  started  in  1972:  at  home. 
During  their  six  years  at  Zenith  they 
beeame  financially  independent,  driving 
to  work  together,  sharing  a 
comfortable  apartment.  Now  they  pay 
rent  to  their  parents.  Cassandra, 
divorced,  with  a  five-year-old  son, 
receives  public  aid.  Trudis  has  since- 
bounced  from  an  assembly  line  worker  at 
Hotpoint  to  cashier  at  a  Jewel  food 
store  to  hair  stylist  at  a  beauty  shop. 
Both  know  what  they  would  like,  but 
don't  know  how  to  go  about  getting  it. 
"We'd  both  like  to  go  back  to  school 
and  learn  a  skill,"  says  Trudis,  "but 
who's  going  to  pay  for  it?" 


Rosa  Diaz,  50 
Former  assembler 

Her  apartment  is  a  monument  to  her 
first  love,  acting — scattered  photographs 
of  her  in  Spanish-language  productions 
on  Chicago's  West  Side.  After  her 
theater  career  was  over  came  Zenith. 
"When  I  finished  at  Zenith,  I  thought  my 
life  was  over,"  she  says  sadly,  her  once 
waist-length  hair  now  cropped  short.  She 
was  out  of  work  for  more  than  two 
years.  Three  months  ago,  however,  she 
landed  a  job  on  the  assembly  line  at 
Stern  Electronics,  a  Chicago 
pinballmaker.  Her  12  years  at  Zenith 
paid  off.  "I'm  now  first  girl  on  the 
assembly  line,"  she  boasts.  "I'm  calm 
and  happy  again."  She  plans  to  use  her 
Zenith  profit  sharing  to  buy  a  house 
for  her  mother  in  Puerto  Rico. 


Juanita  Christopher,  38 
Former  supervisor 

Christopher  was  in  the  first  wave  of 
Zenith  firings.  She  was  laid  off — she 
remembers  the  exact  date — Sept.  6, 
1977.  Zenith  had  helped  that  first  wave 
find  new  jobs,  and  less  than  a  month 
later  she  was  working  at  Fel-Pro,  a 
gasketmaker  in  suburban  Skokie,  111. 
That's  where  she  is  today,  a  fill-in 
supervisor  and  timekeeper  on  the 
midnight  shift.  (She  used  part  of  her 
Zenith  profit-sharing  money  to  buy  a 
car  for  the  45-minute  commute  from  the 
city.)  There's  no  bitterness  in  her 
voice  as  she  recounts  her  options  at  the 
time  of  the  layoffs.  "Zenith  told  me  I 
could  either  be  laid  off  permanently  or  go 
back  to  the  position  I'd  started  in  12 
years  before.  That  just  didn't  make 
sense." 
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How  do  you  handle 
a  million-snare  buy-back 
when  everyone  knows 
whos  buying? 

Merrill  Lynch  says, 
with  kid  gloves. 


When  youre  making  a  big 
open-market  reacquisition,  you 
have  to  let  the  public  know. 

And  that  means  the  price  is 
likely  to  go  up  a  couple  of 
points... unless  you  really  know 
what  you're  doing. 

One  Merrill  Lynch  client 
wanted  to  buy  back  a  million 
shares  of  stock— 200,000  of  them 
within  a  week.  Our  job  was  to 
keep  him  from  falling  victim  to 
a  lopsided  sellers  market. 

How  did  we  do  it?  With  a 
delicate  touch.  With  instinct. 
With  a  gut  feel  for  the  market, 
and  a  fine-tuned  sense  of  timing. 

A  trader  has  to  feel  how  the 
stock  will  move.  He  has  to  buy 
just  before  it  goes  up,  know 
when  to  walk  away  from  the 
market  and  when  to  move  in 
aggressively  again. 

The  Merrill  Lynch  trader 
judged  his  success  by  his  ability 


©  1980  Merrill  Lynch  Pierce  Fcnner  &  Smith  Inc.  Member  SIPC 


A  breed  apart. 

to  beat  the  mean  price  of  each 
market  day,  and  75  percent  of 
the  time  he  did  it.  He  was  able  to 
buy  back  the  first  200,000 
shares  within  a  half-point  price 
range,  and  he  executed  the 
whole  order  so  successfully  that  a 
few  months  later  the  company 
decided  to  repurchase  another 
million  shares,  with  Merrill 


Lynch  as  the  exclusive  broker. 

Now,  the  surprising  thing 
isn't  that  this  company  came  to 
Merrill  Lynch  for  the  execution 
of  a  particularly  sensitive  block 
trade.  It's  that  they  came  to  us 
even  though  Merrill  Lynch  was 
not  their  traditional  investment 
banker.  And  once  they  saw  what 
we  could  do,  they  sought  our 
services  again. 

Which  just  goes  to  show:  in 
executing  block  trades,  Merrill 
Lynch  is  a  breed  apart. 

Next  time  you  have  a  sensi- 
tive trade  in  mind— one  that  calls 
for  a  delicate  hand  and  a  superla- 
tive feel  for  the  market— think  of 
Merrill  Lynch. 

For  more  information,  write 
to  James  R.  Ridgway,  Merrill 
Lynch  White  Weld  Capital  Mar- 
kets Group,  One  Liberty  Plaza, 
New  York,  N.Y.  10080. 

Merrill  Lynch 

Men  ill  I  ynch  White  Weld  Capital  Markets  Group 


From  pole"  to  "pole;'  Brazil  is  reaching 
new  heights  in  petrochemicals. 
With  the  help  of  worldwide  Citibank. 


Towering  distillation  columns  highlight  a 
vast  new  petrochemical  complex—or 
petrochemical  "pole','  as  such  a  complex  is 
called  in  Brazil  — that  is  one  of  the  largest 
simultaneously  planned  and  constructed 
chemical  installations  in  the  world. 

It  is  the  second  such  pole  to  be  built  in 
Brazil  — and  the  forerunner  of  a  third. 
By  supplying  major  impetus  to  a  basic 
industry,  these  poles  will  effectively  curtail 
Brazil's  dependence  on  imports  for  much 
of  its  petrochemical  needs,  by  making  raw 
materials  available  for  products  ranging 
from  plastics  and  pharmaceuticals  to 


fibers  and  fertilizers. 

Under  a  creative  financing  formula  that 
coordinates  participation  by  public  and  private 
sources  of  funds,  both  Brazilian  and  non- 
Brazilian,  Citibank  has  provided  substantial 
financing  for  the  new  $3-billion  complex. 


We  look  to  Citibankers.  .  .for  innovative 
financing  approaches! 

Otto  Vicente  Perroni,  President  of 
Petroquimica  do  Nordeste  S.A.—  %^ 
known  as  COPENE,  and  the  major  com 
ponent  company  within  the  complex— says: 
'We  know  that  we  can  look  to  the  Citibankers 
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A  t  COPENE's  Camacari  site: 

President  Otto  Vicente  Perroni  (right),  with 

Citibank  Vice  President  Robert  E.  Cushman. 


we  work  with  not  simply  for  funds,  but  for 
knowledgeable  and  innovative  financing 
approaches'.'  Adding  further  dimension  to 
Citibank's  participation  are  the  skills 

of  Citibankers  who  are  specialists 
not  just  in  petrochemicals,  but 
in  such  related  industries  as  plant 
construction  and  transportation. 

Citibank  has  actively  participated..! 

Adds  Citibank  Vice  President  Bob  Cushman: 
"For  more  than  sixty  years  Citibank,  with 
eleven  branches  throughout  Brazil,  has 
actively  participated  in  the  country's 


development,  providing  both  funds  and 
financing  expertise!' 

To  customers  large  and  small,  multinational, 
regional  or  local,  Citibankers  bring  the  full 
resources  and  facilities  of  a  leading 
international  bank. 

They  bring,  also,  a  continuing  commitment 
shared  by  Citibankers  everywhere:  to  work 
with  insight  and  dedication  toward  the 
economic  good  and  growth  of  every  area 
Citibank  serves,  worldwide. 

CITIBANK 

A  subsidiary  of  Citicorp 


phone 


Y0*K  10019 


212-555-123^-, 


Use  this  card.  It's  the 

easiest  way  to  use  me 


If  you're  on  the  move  in  business,  use  me.  your  public  phone,  as  your  branch  office. 
And  I'm  even  easier  to  use,  with  a  Bell  Credit  Card.  It's  as  fast  to  use  as  giving  the  operator 
your  card  number.  You  get  a  monthly  record  of  your  calls,  too. 
Airports,  hotels,  motels.  Wherever  your  business  takes  you,  use  your  Bell  Credit  Card. 
To  apply  for  it,  just  call  your  Bell  Business  Office. 
The  Bell  Credit  Card  is  the  kev  to  vour  branch  office. 


I'm  your  branch  office. 


Bell  System 


Oot  secondaries  should  be  approached  with 
s  much  caution  as  a  prudent  man  can 
luster.  Herewith,  eyewitness  testimony. 

Has  Bear,  Stearns 
still  got  a  deal 
for  you? 


By  Andrew  Tobias 

mm  special  offering — also  known 
[M  as  a  "spot  secondary" — works 
is  like  this.  You  are  the  holder  of  a 
rge  number  of  shares  of  some  stock 
id,  gee,  you'd  like  to  sell  that  stock  in  a 
arry.  No  particular  reason,  perhaps.  No 
iside  information,  certainly  (you  could 
■t  into  big  trouble  for  using  that).  You'd 
st  like  to  sell.  You  may  be  a  wealthy 
[dividual,  a  pension  fund,  the  hedge 
ind  next  door — but  whoever  you  are, 
)u  want  out. 

If  this  were  General  Motors  you 
■vned,  or  ITT,  it  would  be  no  problem, 
ist  pick  up  the  phone  and  place  your 
der.  But  your  stock  is  one  of  the  many 
tat  trade  just  a  few  hundred  shares  a 
ty,  and  you  were  thinking  in  terms  of 
lling  not  just  100  shares  (a  "round  lot") 
at  100,000  shares  (a  "whole  lot"). 
The  specialist,  charged  with  making 
1  orderly  market  in  your  stock — Ameri- 
in  Cyanide,  let's  call  it — would  have  a 
>ronary  if  called  upon  to  absorb  so 
iany  shares.  Only,  before  allowing  him- 
lf  to  be  wheeled  off  the  exchange  floor 
)u  can  bet  he  would  manage  to  drop  his 
d — in  an  orderly  fashion,  of  course — 
□m  $10  a  share,  if  that's  where  it  had 
;en  trading,  to  more  like  $6.50. 
So  you  have  three  choices:  You  can 
ibble  the  shares  out  a  few  hundred  at  a 
me  and  watch  as,  day  after  day,  you 
ash  the  stock  lower  and  lower  and  low- 
.  But  that's  no  good.  You  can  have  your 
:oker  shop  this  stock  among  your  many 
ch  private  and  institutional  counter- 
irts.  Or,  if  none  of  the  big  guys  wants  it, 
hi  can  try  to  unload  it  onto  the  public 
trough  a  special  offering.  Enter  Bear, 
earns;  they've  done  more  special  offer- 
igs  than  anybody.* 


>u  could  also  float  a  rumor  that  the  slock  will  soon  he 
■  target  of  a  fierce  takeover  battle,  ho/nun  thereby  to 
<X  the  price  while  you  sell  out  It  wouldn  't  be  tlx-  first 
■;h  rumor  Hut  disseminating  false  information  is  con- 
'erett  quite  as  felonious  us  acting  ujx»i  accurate  itndis- 
ninated  'inside"  Information,  so  you  would  never  do 
i  b  a  thing 


Across  the  tape  will  come  the  an- 
nouncement, usually  late  in  the  trading 
day,  that  Bear,  Stearns  (or  whoever)  is 
offering  umpty-ump  thousand  shares  of 
Cyanide  at  $10  a  share  "with  a  60-cent 
credit."  Every  broker  in  America  sees 
that  he,  too,  has  three  choices.  Most  will 
resist  the  temptation  to  pitch  this  stock 
to  their  clients,  or  to  stick  a  couple  of 
hundred  shares  into  each  of  their  discre- 
tionary accounts.  A  savvy  few  may  actu- 
ally make  calls  to  suggest  selling  the 
stock  short.  But  there  were  50,466  li- 
censed brokers  in  this  country  last  time  I 
checked,  many  of  them  with  children  to 
feed,  and  some  of  them,  at  least,  will  be 
attracted  by  Bear,  Stearns'  offer. 

I  was  reminded  of  all  this — there  hav- 
ing been  precious  few  special  offerings 
since  a  yearlong  rash  of  them  in  1973 — 
when  a  friend  called  to  advise  me  of  a 
spot  secondary  that  had  just  come  across 
the  tape.  Bear,  Steams  was  offering 
1 10,000  shares  of  TeleSciences,  Inc.,  at 
$14.25  a  share  with  a  70-cent  credit.  Did 
this  signal  the  beginning  of  a  new  rash, 
my  friend  wondered.  And,  more  to  the 
point,  did  I  want  to  short  a  few  shares? 

"What  did  the  company  do?"  I  asked, 
although  it  didn't  really  matter — someone 
who  had  known  enough  about  Tele- 
Sciences  to  buy  1 10,000  shares  now  knew 
enough  to  want  to  sell  them  in  a  hurry. 

"How  should  I  know  what  they  do? 
Does  it  matter?" 


I  decided  it  would  be  a  good  idea  to  short 
TeleSciences.  But  in  January's  yeasty  mar- 
ket practically  any  stock  was  rising,  so  I  let 
it  pass.  As  I  hung  up  the  phone,  Tele- 
Sciences— whoever  they  are,  whatever 
they  do — melted  from  my  mind. 

Two  weeks  later,  which  is  to  say  Fri- 
day, Feb.  1,  another  message  went  skit- 
tering across  the  tape.  TeleSciences  was 
omitting  its  dividend,  it  said,  and  report- 
ing a  66%  drop  in  earnings.  That  after- 
noon the  stock  dipped — three  points — to 
close  at  1 

My  phone  rang.  "You  don't  think," 
said  a  familiar,  sarcastic  voice,  "when 
they  rushed  to  get  rid  of  those  110,000 
shares  at  I4'/4  that  they  knew  anything, 
do  you?" 

"Good  heavens,  no!"  I  answered,  won- 
dering what  the  buyers  of  those  specially 
offered  shares  thought  of  TeleSciences 
now.  "That  would  hardly  have  been 
fair." 

I  called  Alan  Greenberg,  the  top  dog  at 
Bear,  Stearns  and  a  swell  guy,  by  all  ac- 
counts. "You  don't  think  your  clients 
knew  anything  when  they  placed  their 
order,  do  you?" 

"Good  heavens,  no!"  he  replied,  not  in 
the  least  defensive.  "We  would  never 
make  such  an  offering  based  on  news 
that  hadn't  been  disseminated,  and  the 
client  assured  us  that  such  was  not  the 
case." 

He  obviously  couldn't  reveal  the  name 
of  the  client,  he  said.  (Why  not?  With 
normal  secondary  offerings  the  offerer  is 
known.)  But  he  told  me  that  they  were 
very  high  caliber  people. 

It  may  well  be  that  the  seller  did  not 
know,  specifically,  that  TeleSciences 
would  revoke  its  dividend  two  weeks 
later;  the  seller  may  simply  have  had  a 
hunch,  or  benefited  from  some  good  re- 
search. An  analyst  visiting  TeleSciences 
might  have  been  told  by  the  president — 
this  is  all  hypothesis  on  my  part,  you 
understand;  I  don't  even  know  where 
TeleSciences  is,  let  alone  whether  any- 
one visited  it  or  what  was  said — "I'm 
sorry,  Jack,  we  can't  announce  anything 
until  after  our  monthly  board  meeting  on 
Feb.  1."  And  then,  in  an  unintentional, 
muttered,  but  obviously  anguished 
aside — addressed  more  to  the  wastebas- 
ket  beneath  his  desk  than  to  the  analyst 
sitting  across  from  him— "Jesus,  I'm  not 
looking  forward  to  that  one." 

Well,  it  need  hardly  have  been  so  bla- 
tant. The  analyst  could  simply  have  no- 
ticed a  lot  of  gloomy  faces,  or  some  "sev- 
erance pay"  memoranda  posted  on  every 
bulletin  board,  or  a  lone  financial  vice 
president  dangling  from  the  company 
flagpole — who  knows? 

The  point  is  that  even  if  inside  infor- 
mation was  not  involved  in  the  sale  of 
TeleSciences,  as  it  may  well  not  have 

Andnnv  Tobias  is  the  author  of  The  Funny  Money 
Game,  Fire  and  Ice  and  The  Only  Investment  Guide 
You'll  Ever  Need. 
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When  Goodyeai 

you  come 


Ahead  in  easy  rolling 

After  extensive  developmental  testing— on  dyna- 
mometer, road  and  test  track— the  Goodyear  Arriva 
is  now  on  the  market.  It's  engineered  for  the  fuel- 
economy  needs  of  the  1980  s.  With  a  special  easy- 
rolling  tread  rubber.  And  a  high-pressure  shape  that 
you  can  inflate  to  35  psi— which  cuts  rolling  resis- 
tance still  more.  It  also  has  an  aggressive  tread  de- 
sign for  all-season  capability.  The  Arriva  is  the  latest 
reason  why  more  people  ride  on  Goodyear  tires 
than  on  any  other  kind. 


Ahead  in  easier  cooking 

Now  you  can  take  meals  straight  from  your  grocers 
freezer  and  cook  them  in  any  oven— microwave  or 
conventional.  They  come  packed  in  paper  cooking 
trays  coated  with  Cleartuf.  a  special  polyester  They 
resist  grease.  They  withstand  temperatures  over 
400:F  And  they  cook  evenly  in  microwave  ovens. 
Goodyear  helped  develop  the  resin  that  makes  this 
possible— and  we  make  more  of  it  than  anyone  else 


Arriva*  Cleartuf* Permafoam*—  The  Goodyear  Tire  &  Rubber  Company 


noves  out  front, 
yut  ahead 


Ahead  in  long  car-life 

Corrosion  and  vibration  are  two  of  your  car's  worst 
enemies.  Plastic  and  rubber  components  help  to 
fight  them— and  Goodyear  is  the  largest  supplier. 
It's  a  big  market— an  average  car  contains  30  feet  of 
hose,  for  example.  And  it's  getting  bigger  Because 
plastic  components,  like  the  front  end  shown  above, 
play  a  big  role  in  saving  weight  to  save  you  gas. 


Ahead  in  f  latproof  tires 

Glass,  spikes,  nails— even  bullets  can  t  flatten  this 
tire.  It's  filled  with  Goodyear  Permafoam,  so  it  never 
loses  air  pressure.  Permafoam  isn't  suitable  for  cars, 
because  of  cost,  weight,  and  speed  limitations.  But 
it's  saving  millions  of  dollars  in  down-time  on  indus- 
trial trucks,  cranes,  mining  equipment,  logging  and 
exploration  vehicles  Goodyear  is  the  leading 
supplier  of  foam-filled  tires. 


GOODpYCAR 
Out  front.  Pulling  away. 


been,  special  offerings  themselves  are  an 
unfortunate  convention.  At  least  as  far  as 
the  investing  public  is  concerned.  They 
are  a  means  of  unloading  onto  the  public 
stock  that  none  of  the  big  money  manag- 
ers wants  to  touch.  This  is  done  hot  by 
giving  the  public  a  good  break  on  the 
price  of  the  stock,  in  the  great  tradition 
of  the  white  elephant  sale,  but,  rather,  by 
giving  the  retail  broker  a  fat  incentive  to 
push  the  stuff  on  his  clients — in  the  great 
tradition  of  the  hype. 

In  contrast  to  a  normal  secondary  of- 
fering, with  a  special  offering  there  is  no 
advance  notice,  no  time  for  the  market 
price  to  adjust  to  the  news  of  the  stock 
that  is  for  sale,  no  time  for  investors  to 
do  a  little  research  of  their  own. 

Even  if  the  seller  is  mistaken  in  his 
rush  to  unload  the  stock — even  if  the 
only  news  on  the  horizon  turns  out  to  be 
good  (some  stocks  do  go  up  after  special 
offerings) — the  special  offering  itself 
must  serve,  at  least  for  a  while,  to  sop  up 
(and  scare  off)  a  good  deal  of  latent  public 
demand,  leaving  a  preponderance  of  po- 
tential sellers  and  a  dearth  of  potential 
buyers.  So,  once  offered,  the  stock  is 
likely  to  go  down.  Better  to  wait  a  while 
and  buy  it  at  a  lower  price. 

I  first  launched  my  little  crusade 
against  special  offerings  in  1973.  For  11 
years  there  had  been  no  special  offer- 
ings— the  world  was  asleep  to  the  possi- 
bility of  special  offerings.  Then  suddenly 
in  the  spring  of  1973,  with  the  stock 
market  in  the  throes  of  its  very  own 
China  Syndrome,  the  special  offering, 
dormant  since  1962,  was  brought  back  to 
life.  Bear,  Stearns  revived  it,  floating  no 
fewer  than  55  such  offerings  in  less  than 
a  year.  Other  firms  followed  suit. 

One  week  after  each  of  Bear,  Stearns' 
55  special  offerings,  the  record  was  as 
follows:  Five  of  the  stocks  were  up  (the 
big  winner  jumped  6.5% );  33  were  un- 
changed or  down  by  as  much  as  10%; 
and  17  had  dropped  more  than  10%. 

By  year's  end  (and  remember,  it  was 
not  until  the  end  of  the  following  year 
that  the  market  scraped  bottom),  no  few- 
er than  20  of  the  issues  had  fallen  precipi- 
tously— anywhere  from  34%  to  61%. 
Most  of  the  rest  were  down  "just  a  lit- 
tle"—20%  or  25%.  My  story  was  called: 
"Has  Bear,  Stearns  got  a  deal  for  you?" 

Having  said  all  this  I  am  perfectly  pre- 
pared to  grant  that,  as  outrage,  injustice 
and  calumny  go,  this  all  is  pretty  tame 
stuff,  affecting  relatively  few  investors — 
and  not  even  wiping  them  out  at  that. 
Even  in  1973  the  volume  of  special  offer- 
ings totaled  only  $100  million,  and 
what's  $100  million  these  days?  Further, 
Bear,  Stearns  makes  no  representation 
that  its  "special  offer"  is  in  fact  "a  good 
deal."  It  is  merely,  on  behalf  of  a  client, 
offering  a  good  deal  to  brokers — throw- 
ing a  little  incentive  (temptation?)  their 
way.  What  investor  can  quarrel  with  in- 
centive and  salesmanship? 
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But  if  the  TeleSciences  special  offering 
is  worth  noting,  it  is  as  a  reminder.  With 
the  public  returning  to  the  stock  market 
(unless  these  last  few  weeks  drive  them 
back  out) — with  60-milhon-share  days 
commonplace,  a  Value  Line  index  .still 
more  than  double  its  level  of  five  years 


ago,  and  a  recent  remarkable  Supreme 
Court  decision  (Chiarella  v.  U.S.)  crippling 
sanctions  against  the  use  of  inside  infor- 
mation— it  is  perhaps  well  for  the  indi- 
vidual investor  to  remember  that  not 
everybody  out  there  has  his  best  inter- 
ests at  heart.  ■ 


Here  comes  another  new  'product"  from  the 
folks  who  brought  you  options  exchanges  and 
financial  futures.  This  time  it's . . . 

Betting  the 
indexes 


If  plans  put  forth  by  some  of  the 
midwestern  commodities  exchanges 
get  past  the  Commodity  Futures 
Trading  Commission,  you  won't  have  to 
struggle  to  pick  stocks,  bonds  or  any 
other  investment.  All  you  will  have  to  do 
is  pick  the  stock  index  traded  on  a  par- 
ticular exchange,  decide  whether  it  will 
go  up  or  down — and  put  your  money 
behind  your  choice. 

At  the  Kansas  City  Board  of  Trade, 
you'll  be  able  to  buy  a  futures  contract  on 
the  Value  Line  index  of  1,700  stocks. 
Chicago's  Mercantile  Exchange  will  give 
you  a  shot  at  the  Standard  &  Poor's  500 
stock  index.  The  Chicago  Board  of  Trade 
will  offer  a  selection  of  industry  groups  or 
market  indexes. 

If  that  sounds  a  lot  like  gambling,  it's 
because  you  don't  understand  hedging  and 
its  economic  function — or  so  the  advo- 
cates of  these  new  schemes  insist.  Some 
portfolio  managers  will  be  able  to  use  such 
futures  contracts  to  hedge  their  invest- 
ments against  drops  in  market  value. 

The  initial  cost  of,  say,  the  S&P's  500 
index  futures  contract  will  be  $500  times 
the  index,  so  the  full  price  of  a  contract 
on  an  index  at  100  will  be  $50,000.  But, 
as  with  a  commodities  futures  contract, 
the  buyer  will  have  to  put  up  only  a 
fraction  of  the  total  value,  maybe  10%. 
So  a  would-be  player  will  need  $5,000  for 
openers,  not  bad  for  a  shot  on  virtually 
the  whole  market.  But  that's  only  the 
beginning,  because  holders  of  futures 
contracts  will  be  required  to  maintain 
margins  daily.  That  is,  if  their  index 
drops  a  point  one  day,  they  will  be  re- 
sponsible for  another  $500  that  day. 

The  purpose  of  this  rather  stringent 
requirement  is  to  keep  all  but  serious 
players  out  of  the  game.  Also,  brokers 
who  write  this  business  will  be  expected 


to  let  their  investors  know  what  they  are 
in  for  and  to  keep  marginal  players  out. 

But  however  carefully  this  game  is  po- 
liced, it  will  look  like  betting  to  lots  of 
people.  After  all,  unlike  other  commod- 
ities, even  other  financial  futures,  noth-| 
ing  will  be  delivered  at  the  end  of  the 
period.  If  you  don't  close  out  your  con- 
tract, you  won't  wind  up  with  a  carload 
of  S&P's  500  on  a  siding  somewhere. 

The  gambling  aspect  seems  to  have) 
put  off  Dow  Jones,  which  refused  to  al- 
low the  Kansas  City  exchange  to  use  its 
industrials  average  as  the  basis  for  a  fu- 
tures contract.  Thomas  Coleman,  vice 
president  and  chief  economist  for  the 
Chicago  Board  of  Trade,  naturally  see^ 
his  organization's  proposed  contract  as 
more  than  a  mere  bet:  "Its  primary  func- 
tion is  to  hedge  the  investor  against  risk, 
whereas  gambling  creates  a  risk  that 
isn't  there  already."  Moreover,  he  thinks 
the  scheme  will  save  large  investors  a  lot 
of  transaction  costs  because  they  won't 
have  to  unload  their  holdings  against  the 
prospect  of  a  decline  in  the  market.  All 
they'll  have  to  do  is  trade  in  index  futures 
contracts. 

Needless  to  say  the  regulators,  espe- 
cially the  Securities  &  Exchange  Com- 
mission, aren't  enthusiastic  about  these 
proposals.  For  one  thing,  they  see  index 
futures  as  competing  unequally  against 
the  stock  options  markets  as  hedging 
devices.  For  another,  the  10%  margin 
requirement  for  a  play  on  an  entire  index 
makes  the  whole  idea  too  attractive  to 
unwary  novices.  And  whatever  its  justi- 
fication and  however  many  caveats  are 
offered  to  the  players,  index  futures  trad- 
ing still  sounds  more  like  Las  Vegas  than 
Wall  Street  or  even  La  Salle  Street. 

But  does  that  mean  it's  not  going  to  be 
tried?  Don't  bet  on  it.  ■ 
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WE  MIGHT  NOT  BE  KNOWN 
W  THE  STREET,  BUT  WE'RE  FAMOUS 

IN  THE  FIELD. 


We're  known  in  oil  fields  from  Texas  to  Abu 
Dhabi,  because  NL  Industries  is  one  of  the  coun- 
try's leading  suppliers  to  the  petroleum  industry. 

Yet  many  otherwise  well-informed  profes- 
sionals on  Wall  Street  still  view  NL  as  a  specialty 
chemicals  and  fabricated  metals  company. 

It's  true  this  part  of  our  business  is  very  impor- 
tant. But  as  any  oilfield  roughneck  can  tell  you, 
NL  is  also  a  vital  part  of  the  petroleum  industry. 

This  is  why  we  think  you  should  know  about 
NL  Petroleum  Services,  a  group  of  some  of  the 
best  known  petroleum  service  operations  in  the 
world.  Together  they  serve  the  petroleum  indus- 
try from  exploration  to  drilling  to  production. 


NL  products  and  equipment,  like  drilling 
fluids  and  blowout  preventers,  are  used  all  over 
the  world. 

Our  advanced  technology  enables  oil  drill- 
ers to  get  critical  drilling  information  from  deep 
in  the  earth.  NL's  well  workover  and  downhole 
services  are  vital  too.  They  help  wells  to  produce 
longer  and  to  produce  more. 

In  just  four  years,  sales  and  earnings  from 
these  operations  have  doubled.  In  fact,  NL  Petro- 
leum Services  now  account  for  nearly  two-thirds 
of  NL  Industries'  operating  profits. 

If  this  keeps  up,  NL  will  be  as  famous  on  the 
street  as  it  is  in  the  field. 


N  Industries 


230  Avenue  of  the  Americas,  New  York,  New  York  10020 


Natural  farming  is  perfectly  all  right, 
as  long  as  you  believe  in  natural  famine . 


Every  year  American 
farmers  plant  over  a 
billion  acres  of  crops, 
but  each  year  over  40% 
—  almost  500  million  acres  —  is 
destroyed  by  pests.  Our  crop  losses, 
in  terms  of  acreage,  equal  the  com- 
bined area  of  Texas.  California 
Oregon.  Washington  and  Idaho. 

Even  in  the  face  of  this  tragic 
waste  it  has  become  fashionable, 
in  some  circles,  to  criticize  the  use 
of  chemical  pesticides  and 
fertilizers. 

The  facts  are  really  quite 
simple.  Without  the  intelligent  use 
of  agricultural  chemicals  it's 
unlikely  that  the  United  States 
could  produce  enough  food  for 


its  own  current  consumption  and 
certainly  not  enough  for  those 
countries  that  look  to  us  for  food. 

At  Pennwalt  we  believe  that 
agricultural  chemicals,  prudently 
used,  are  essential  to  the  survival 
of  the  four  billion  people  on  this 
planet.  And  since  they're  also  good 
business  for  us  we'll  continue  to 
do  our  best  to  develop  new  and 
better  agricultural  products. 

One  of  these  products  is 
Penneap-M"  —  microencapsulated 
methyl  parathion.  The  microen- 
capsulation of  this  pesticide  makes 
it  more  effective  in  the  field  and.  at 
the  same  time,  less  toxic  for  those 
who  apply  it.  Our  Kryocide   is  an 
insecticide  that  controls  target 


insects  without  harming  most 
beneficial  insects.  And  our  Decco" 
line  of  post-harv  est  decay  control 
agents  reduces  spoilage  and  helps 
make  certain  that  the  fruit  in  your 
supermarket  is  as  fresh  as  possible. 

We  think  that  it's  perfectiy 
natural  for  Pennwalt  to  make  prod- 
ucts that  are  both  good  for  people 
and  profitable  for  our  company. 
And  we  don't  think  there's  anything 
natural  about  not  having  enough 
food  in  this  world. 

For  more  information  about 
Pennwalt.  send  for  our  "Products 
and  Markets"  brochure.  Write  to: 
Pennwalt  Corporation.  P.O.  Box  3 1 0 
Three  Parkwav.  Philadelphia 
PA  19102. 


$3  Penwalt 

CORPORATION 


KM.ru  CARE         ENVIRONMENTAL     AGRICULTURE  PLASTICS 
CLEANUP  AN0FOO0 

PROCESSING 


For  130  years,  we've  been  making  things  people  need  —  including  profits. 


II  Sneath  seems  to  be  making  just  the  right 
oves  to  remake  Union  Carbide.  Now  all  the 
ranges  have  to  do  is  work  out. 

Union  Carbide's 
well-laid  plans 


irman  William  s  Sneath  of  I  'nion  Carbide  Corp. 

■ried  about  today's  profits  as  well  as  those  in  year  2000. 


By  Robert  J.  Flaherty 

You'd  be  hard  put  to  dream  up  a 
better  man  than  William  S.  Sneath 
to  reorganize  huge  old  Union  Car- 
bide Corp.  At  54,  Sneath  is  young  and 
tough  enough  for  what  will  surely  be  a 
back-breaking  job — especially  since  it  in- 
cludes moving  Carbide's  headquarters 
from  New  York  City  to  its  new  site  not 
too  far  from  the  old  Danbury,  Conn,  fair- 
grounds. Yet  his  experience  at  the  top 
already  included  being  chief  financial  of- 
ficer, and  then  president  and  chief  oper- 
ating officer,  before  becoming  chairman 
and  CEO  in  1977.  A  cool  Harvard  Busi- 
ness School-trained  financial  man,  he  is 
well  suited  to  clean  up  the  mistakes  of 
his  predecessors,  typically  chemical  en- 
gineers. And  since  his  father  also  worked 
for  Carbide,  Sneath  knows  what  didn't 
work — and  where  the  bodies  are  buried. 

That  Carbide  needed  restructuring  is 
beyond  dispute.  A  vast  aggregation  with 
nearly  $9  billion  in  assets,  116,000  em- 
ployees and  over  500  plants,  mines  and 
laboratories,  Carbide  through  its  seven 
major  worldwide  product  groups  did  over 
$9  billion  in  sales  in  more  than  130  coun- 
tries last  year — at  a  mediocre  15.3%  re- 
turn on  equity.  Its  1979  net,  at  $8.47  per 
share,  was  still  below  its  1974  record. 
Small  wonder  that  late  last  month  Car- 
bide stock  sold  as  low  as  35 — 42% 
below  its  $61  book  value.  Small  wonder, 
too,  that  Carbide  has  become  known  on 
Wall  Street  as  "the  chemical  company 
that's  always  turning  around." 

Sneath's  strategy,  as  developed  by  him 
under  former  chairman  F.  Perry  Wilson 
and  carried  out  with  the  help  of  the  cur- 
rent president,  Warren  M.  Anderson,  of- 
ten smacks  of  plain  common  sense;  but 
that  can  be  as  rare  in  an  inbred  corporate 
structure  as  in  Washington.  To  keep  en- 
trenched executives  from  setting  up 
semiautonomous  operations  staffed  by 
their  cronies,  some  executives  are  now 
being  switched  among  divisions.  Capital 
requests  are  being  assessed  with  a  new 
realism:  "In  the  past,"  says  President 
Anderson,  "we  would  say  yes  or  no  with- 
out really  appreciating  that  once  you 
went  down  that  road  it  wasn't  just  that 
money  you  were  going  to  spend,  but 
more  and  more.  We  used  to  have  budget 
crunches  and  everybody  would  get  cut 
10%.  We  don't  do  that  anymore.  We 
support  our  core  businesses,  and  if  there 
isn't  enough  money  left  over,  we  get  out 
of  other  things." 

To  free  up  internal  communications, 
Sneath  slashed  the  executive  staff 
through  an  early  retirement  program 
that  eliminated  1,000  managers,  and  lat- 
er did  not  replace  two  retiring  executive 
vice  presidents.  One  objective,  says  An- 
derson, is  to  create  an  atmosphere  where 
aggressive  young  managers  down  below 
can  criticize  without  fearing  for  their 
jobs:  "People  who  run  businesses  and 
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Grumman  is  in  the  trans- 
portation equipment  business. 
With  efficient  buses  and  trucks 
that  use  less  energy  to  move 
people  and  products. 

A  COMFORTABLE  BUS  THAT'S 
A  FUEL-SAVING  PEOPLE-MOVER. 
AH  IDEA  WHOSE  TIME  HAS  COME. 

During  the  80's,  America 
will  need  60,000  new  transit 
buses  to  replace  aging  fleets 
and  expand  mass  transit  sys- 
tems. The  Grumman  Flxible 
870 8  will  help  to  meet  this  need, 


th  thousands  of  new  comfort- 
>le,  lightweight  buses  rolling 
f  our  production  line  every 
ar. 

IHTWEIGHT,  DURABLE  ~ 

JMINUM  TRUCK  BODIES. 

OTHER  IDEA  WHOSE  TIME  HAS  COME. 

Grumman  has  built  more 
an  120,000 
iminum  truck 
dies  since 
e  first  model 
1931.  Tough 
*umman  aluminum 
icks  carry  greater  payloads 
iile  consuming  less  fuel, 
id  every  Grumman  truck  is 


engineered  and  tested  to  comply 
with  all  applicable  Federal 
Motor  Vehicle  Safety  Standards. 
Some  30-year-old  Grumman 
aluminum  truck  bodies  are 
still  in  service  today —having 
been  remounted  on  as  many  as 
six  chassis.  Not  surprising  when 
you  consider  that  the  aluminum 
resists  corrosion  and  doesn't 
rust  or  rot. 

"NO  CAS" 
ELECTRIC  TRUCKS. 

ANOTHER  IDEA  WHOSE  TIME  HAS  COME. 

Grumman  expertise  in 
building  fuel-saving  aluminum 
truck  bodies  is  being  applied  to 
the  development  of  "workhorse" 
delivery  vehicles  for  the 
petroleum-short  decades  ahead. 

A  prototype  Grumman 


electric  truck  for 
the  stop-and-go  , 
delivery  service 
market  is  being  tested  at  our 
Sturgis,  Michigan,  plant. 

For  more  about  Grumman's 
involvement  in  the  business  of 
energy-efficient  transportation 
equipment,  write: 
Grumman  Corporation, 
Dept.  GCP, 

Bethpage,  New  York  11714. 


50  years 


lour  first  minute  at  Marriott. 


"ne  minute  should  be  more  than  enough 
to  show  you  why  Marriott  stands  apart  from  every  other 
hotel  company  in  the  world. 

lb  show  you  why  for  example,  Marriott  has  won 
far  more  Mobil  "4-star"  awards  than  either  Hyatt  or 
Hilton-and  more  than  Sheraton, Western  International, 
and  Holiday  Inn  combined. 

Its  not  that  Marriott  offers  things  other  hotels 
don't.  It's  simply  that  Marriott  sticks  to  the  basics, 
but  serves  them  up  with  such  a  passion  for  perfection  that 
they  suddenly  seem  fresh,  a  revelation. 

Imagine!  A  hotel  run  the  way  a  hotel  ought  to  be 


run.  Genuine  warmth  from  the  people  who  greet  you 
and  help  you  with  your  luggage.  Attentiveness  from 
the  desk  clerk.  Rooms  that  are  immaculate.  Waiters  and 
waitresses  who  smile. 

You'll  find  Marriott  hotels  downtown  or  near 
airports  in  most  U.S.  cities  and  at  many  resort  and 
foreign  locations,  too.  To  reserve,  call  a  professional,  your 
travel  agent.  Or  toll-free  800-228-9290. 

WHEN  MARRIOTT  DOES  IT; 
THEY  DO  IT  RIGHT.8  %4 

Harriott  Hotels 


say,  'Don't  bring  me  any  bad  news,' 
don't  get  any.  Then  the  business  goes 
down  the  tube." 

Sneath  has  shone  brightest  at  divest- 
ing. He  scrubbed  the  new-business  devel- 
opment team  so  the  $173  million  re- 
search budget  could  serve  Carbide's  sur- 
viving profitable  businesses  better. 
"Often,"  he  says,  "a  group  off  in  a  corner 
would  have  grand  plans  about  a  product 
for  the  year  2000  without  looking  at  the 
bottom  line  a  few  years  out."  Since  1977 
he  has  saved  a  cash  outgo  of  almost  $40 
million  by  quitting  27  infant  businesses, 
including  aluminum  auto  radiators,  bram 
scanners,  Indonesian  shrimp  fishing  and 
salmon  farming. 

As  a  case  in  point  he  cites  salmon 
farming,  sold  to  Campbell  Soup.  The  the- 
ory behind  the  business  was  the  pre- 
sumed world  grain  shortage,  which  re- 
search leader  Carbide  would  mitigate  by 
providing  food  from  the  sea.  "That  type 
of  thing  we  have  stopped,"  says  Sneath. 
"In  the  long  run  we  would  be  in  a  narrow 
sector  of  the  frozen  food  business  and 
who  would  our  competition  be?"  The  big 
food  companies  with  their  broad  lines 
and  superior  distribution. 

Sneath  has  also  withdrawn  from  12 
established  Carbide  businesses  with  an- 
nual sales  of  close  to  $600  million,  profits 
under  $3  million  and  a  return  on  assets  of 
below  1%.  Some  were  highly  competi- 
tive plastics  like  polyvinyl  chloride,  a 
plastic  that  Carbide  virtually  invented 
but  whose  cost  leadership  has,  alas, 
passed  to  others. 

But  the  biggest  move  here  was  the  sale 
of  the  European  chemical  and  plastics 
unit,  with  its  $315  million  revenues,  to 
its  prime  supplier,  British  Petroleum.  (BP 
paid  $200  million  cash  and  assumed  an- 
other $200  million  of  the  unit's  debt.) 
Unlike  the  U.S.,  where  Carbide  is  inte- 
grated all  the  way  back  to  the  ethylene  it 
makes  from  naphtha  or  natural  gas,  in 
Europe  it  had  to  compete  unintegrated 
with  integrated  oil  and  chemical  produc- 
ers, government  companies  and  (soon) 
the  Arab  states  integrating  forward.  The 
choice  was  to  integrate  in  Europe  at  a 
cost  of  perhaps  $1  billion,  or  to  withdraw 
and  export,  which  Carbide  now  does. 

Sneath  hopes  to  complete  most  of  his 
divestitures  around  year-end,  which 
means  another  $500  million  in  low-re- 
turning assets  must  go  if  he  is  to  make 
his  goal  of  redeploying  about  $  1  billion  in 
assets.  Some  chemical  products  where 
Carbide  is  just  a  me-too  producer — such 
as  coating  materials — may  be  on  the  list. 
So,  one  would  hope,  is  much  of  the  big 
ferroalloy  business  that  has  helped  make 
Carbide's  earnings  so  cyclical.  "We  were 
in  too  many  things,"  he  says,  "most  of 
them  growing  very  rapidly  and  demand- 
ing a  lot  of  cash,  and  therefore  you  begin 
to  limit  each  business." 

Now,  he  claims,  management  can  con- 
centrate time  and  resources  where  Car- 


bide is  already  a  leader  or  can  be,  making 
each  remaining  area  more  profitable.  By 
1983  he  expects  sales  to  exceed  $13  bil- 
lion, vs.  last  year's  $9.2  billion.  Six  of  the 
seven  core  businesses — agricultural  prod- 
ucts, battery  products,  chemicals,  graph- 
ite electrodes,  industrial  gases  and  poly- 
ethylene— should  improve  their  net  in- 
come by  some  $244  million.  Excluding  a 
$217  million  one-time  gain  from  de- 
ferred tax  credits  this  year,  add  another 
$130  million  or  so  annually  from  ac- 
counting changes  (longer  depreciation, 
flow-through  of  tax  credits  and  the  like, 
all  to  take  effect  in  1980),  and  Carbide 
could  be  earning  over  $15  a  share  by 
1983.  That's  a  P/E  of  just  over  twice  the 
recent  low  and  5  times  the  historic  high 
of  $76  hit  in  1976.  No  wonder  Sneath 
thinks  his  stock  is  destined  to  hit  a  new 
high.  It  very  well  could  unless  his  pro- 
gram falters. 

What  could  go  wrong?  Carbide  soon 
will  be  stripped  down  to  its  strengths.  Its 
Glad  Bags,  for  instance,  are  the  number- 


Sneath's  strategy  is  logical. 
The  larger  question  is:  What 
are  the  limits  of  logic  in  an 
increasingly  illogical  world? 


one  retail  seller,  and  Carbide  is  the  num- 
ber-one integrated  producer  of  the  poly- 
ethylene from  which  they  are  made.  Car- 
bide's Prestone  antifreeze  is  number  one 
on  the  retail  shelves,  and  Carbide  is 
number  one  in  the  basic  raw  material, 
ethylene  oxide/glycol. 

True,  Sneath  is  thereby  committing 
the  company  to  some  big  commodity- 
type  businesses,  but  he  is  betting  that 
the  1980s  will  not  see  the  chemicals  and 
plastics  overcapacity  of  past  decades. 
"We  will  not  get  caught  in  the  trap  of 
letting  our  facilities  get  old,"  he  vows. 
"We  will  be  modern,  put  in  the. technolo- 
gy. I  see  no  reason  we  can't  show  good 
profit  in  some  commodities." 

But  there  could  be  more  to  it  than  that. 
For  example,  OPEC  countries  might  well 
choose  to  push  their  own  petrochemical 
industries  on  the  basis  of  cutthroat  pric- 
ing— and  there  could  go  the  stability  in 
chemicals  and  plastics  on  which  Sneath 
is  counting.  The  company  that  bets  on  a 
small  number  of  big  strengths  suffers  cor- 
respondingly greater  injury  if  one  of 
those  strengths  turns  to  weakness. 

Sneath  is  also  betting  that  Carbide 
does  not  need  the  little  divested  busi- 
nesses that  could  conceivably  grow  into 
big  ones.  Perhaps  so,  but  many  a  smart 
corporate  manager  has  made  the  con- 
trary decision. 

Beyond  doubt,  Sneath's  strategy  is 
logical,  and  he  seems  to  be  carrying  it 
forward  in  a  logical  way.  The  larger  ques- 
tion is:  What  are  the  limits  of  logic  in  an 
increasingly  illogical  world?  ■ 
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Want  to  be  rich  tomorrow?  Becton,  Dickin- 
son's Jack  Howe  believes  you  have  to  prepare 
for  it — even  if  it  makes  you  a  bit  poorer  today 
That's  why  he  has  restructured  his  company 


The  house  that 
Jack  Howe  built 


By  Subrata  N.  Chakravarty 

Some  people,  like  Union  Carbide's 
boss,  Bill  Sneath,  might  call  Bec- 
ton, Dickinson's  Chairman  Wes- 
ley J.  Howe  a  real  contrarian.  But  that's 
because  Jack  Howe  is  playing  his  cards  in 
a  style  exactly  contrary'  to  Carbide's  /see 
preceding  story).  Not  for  Howe  is  Sneath s 
careful  pruning  of  every  operation  that 
might  divert  attention  from  Carbide's 
main  businesses.  Instead,  Howe  believes 
that  BD  has  to  be  in  new  businesses  to  be 
both  profitable  and  growing  tomorrow; 
and  to  get  into  those  businesses,  he  has 
been  willing  to  sacrifice  a  measure  of 


current  growth  and  profitability  for  three 
long  years  now. 

Keep  BD's  situation  in  perspective: 
The  S810  million  (sales)  diversified 
health-care  company  had  put  together  a 
string  of  20%  annual  earnings  gains  and 
dominated  many  of  its  markets.  But 
Howe  foresaw  a  problem  looming  and 
decided  to  deal  with  it  in  advance. 

The  symptom  that  troubled  Howe  was 
a  disconcerting  buildup  in  BD's  cash. 
After  the  stagflation  year  of  1974,  when 
company  cash  dropped  to  less  than  SI 7 
million,  it  had  soared  to  SI 06  million  by 
1976.  Why?  Because  the  bulk  of  BD's 
business  was  in  mature,  slower-growing 


markets  that  characteristically  general! 
more  cash  than  they  need.  "That's  gooc 
for  some  of  your  businesses,"  says  Mar 
vin  A.  Asnes,  BD's  president  and  chiel 
operating  officer,  "but  if  you  want  tc 
posture  yourself  for  growth,  you're  gener 
ally  going  to  be  a  cash  user.  We  were 
making  cash,  but  not  reinvesting  it.' 
Eventually  those  earnings  from  the  ma- 
ture businesses  would  slow,  and  there 
wasn't  much  to  take  their  place  dowr 
the  road. 

So,  Howe  decided  to  restructure  BD 
The  company  was  reorganized  into  42 
worldwide  strategic  business  units  sc 
that  Howe  and  Asnes  could  decide  which 
of  the  businesses  were  taking  up  more 
time  and  money  than  they  were  worth, 
Explains  Wilson  Nolen,  a  former  Harvard 
Business  School  professor  who  is  Howe's 
assistant:  "We  had,  up  to  that  time, 
spent  a  great  deal  of  time  and  put  a  lot  ol 
our  resources  in  trying  to  shore  up  weak- 
nesses." So  some  businesses,  such  as  i 
computer-parts  manufacturer,  were  sold; 
others  simply  closed  down. 

This  housecleaning  done,  Howe  and 
Asnes  turned  their  attention  to  mature 
businesses  where  a  new  approach  or  ap- 
plication could  squeeze  out  more  growth. 
For  example,  diabetics  use  disposable  sy- 
ringes to  take  insulin  shots.  Now  BD 
makes  smaller  syringes  so  that  they  can 
take  several  smaller  shots  a  day  td 
smooth  out  insulin  levels  in  the  blood 
Bingo!  A  medical  problem  solved,  a  mar- 
ket doubled.  Other  innovations  included 


Chairman  Jack  Howe  of  Becton.  Dickinson 
"I  think  we're  practically  there." 
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The  power  of  delay 


W.S.  White  Jr.,  chairman  of 
the  board  of  American  Electric 
Power  Company  —  parent  com- 
pany of  Appalachian  Power  Com- 
pany (Apco)  — laid  down  some 
sound  doctrine  Tuesday  night.  The 
question  is  whether  members  of 
the  Roanoke  Valley  Chamber  of 
Commerce,  to  whom  he  spoke  at 
its  annual  meeting,  were  suffi- 
ciently inspired,  or  enraged,  to  do 
something  about  it .  The  problem  is 
the  excruciating  delays  any  utility 
company  encounters  when  it 
wishes  to  install  a  line  or  a  plant. 
These  delays  increase  the  cost  of 
electricity  for  the  consumer.  But, 
marvelously,  those  who  litigate, 
appeal,  and  litigate  and  appeal 
again,  are  also  among  those  who 
show  up  before  the  State  Corpora- 
tion Commission  and  claim  that 
the  electricity  costs  are  too  high. 

Business  people  nowadays  may 
think  they  are  the  popular  enemy 
and  therefore  would  not  be  of  use 
in  trying  to  get  a  fair  shake  for  util- 
ity companies,  in  need  of  prompt 
and  fair  decisions.  But  if  they  look 
around,  they  will  find  that  labor 
union  leaders  know  very  well  that 
more  jobs,  and  higher  pay  for  the 
same  jobs,  depend  on  the  energy 
supply.  A  substantial  wing  of  the 


National  Association  for  the 
Advancement  of  Colored  People 
(NAACP)  has  begun  to  discover 
their  members  have  been  done  in 
by  the  overly  extreme  white  en- 
vironmentalists and  enemies  of  the 
job-making  corporation. 

If  today's  minorities  are  to  ob- 
tain the  better  jobs  they  have  been 
led  to  expect,  there  must  be  a 
steady  supply  of  energy  and, 
specifically,  electrical  energy.  A 
philosophical  argument  can  be 
made  — Irving  Kristol  has  already 
made  it  elsewhere  — that  demo- 
cratic capitalism,  and  all  the 
freedoms  that  go  with  it,  have  sur- 
vived only  because  those  par- 
ticipating could  always  anticipate 
that  their  children  would  prosper 
more.  So  far  in  the  United  States 
that  expectation  has  been  fulfilled. 
It  will  not  be  fulfilled  if  the  no- 
growth,  slow-growth  or  costly- 
growth  advocates  have  their  way. 
The  social  revolution  that  would 
follow  economic  stagnation  is  ex- 
actly what  the  extremists  want. 

Mr.  White  did  not  claim  the 
utilities  are  always  right.  In  fact, 
they  have  a  long  record  of  being 
wrong  in  not  taking  into  account 
environmental  considerations,  in 
promoting  the  sale  of  energy  which 


should  have  been  conserved, 
and  — more  recently  — in  project- 
ing higher  demands  for  electricity 
than  actually  showed  up.  The 
people  as  a  whole,  not  just  the 
utilities,  shared  in  the  same  errors. 
But  right  or  wrong,  the  utility 
today  should  have  a  right  to  expect 
that  after  the  facts  are  in  the 
record,  after  all  the  arguments 
have  been  made,  and  the  essence  of 
due  process  preserved,  there 
should  be  a  decision.  Mr.  White 
closed  with  this  statement: 

"If  we  allow  individual  pro- 
testors or  small  minorities  to  veto 
every  proposal,  then  we  will  surely 
have  achieved  a  state  of  complete 
paralysis.  That  would  be  a  tragedy 
for  our  people,  for  the  protestors 
themselves,  for  our  nation,  and  for 
the  world." 

Mr.  Whitementionedsomespe- 
cific  delays  in  Southwest  Virginia, 
to  be  discussed  in  later  editorials. 
Meantime,  businessmen,  workers 
and  minority  groups  might  ponder 
whether  they  can  do  something 
besides  applaud.  Help  is  needed  in 
the  legislative,  social  and  judicial 
arenas  wherein  the  game  of  delay  is 
played  to  a  point  that  never  ends. 
The  power  of  delay  has  overcome 
the  power  of  a  generator. 


Roanoke,  Va.  Times  &  World  News 
January  18,  1980 


Were  American  Electric  Power. 
We  re  also  Appalachian  Power, 
Indiana  &  Michigan  Electric, 
Sj.u?ky  Powcr>  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
and  Wheeling  Electric. 

American  Electric  Power 


For  a  free  copy  of  Mr.  White's  speecn 


write  to  AEP,  Room  1411,  2  Broadway,  New  York,  N.Y.  10012. 


Becton,  Dickinson  President  Uarrin  A.  Asnes 
Building  when  possible,  buying  when  necessary. 


selling  pctric  dishes  and  testing  tubes 
with  various  test  chemicals  already 
packaged  inside.  In  some  cases,  BD  inte- 
grated backward.  Most  of  these  moves 
were  not  costly,  but  they  yielded  impres- 
sive gains  in  growth  and  profits. 

The  international  market  was  another 
one  almost  begging  to  be  tapped.  Howe 
and  Asnes  saw  that  what  were  mature 
markets  in  the  U.S.  were  often  embryon- 
ic ones  overseas,  even  in  much  of  Eu- 
rope. Especially  attractive  was  going  in- 
ternational with  established  products. 
First,  the  development  costs  had  already 
been  paid  in  the  U.S.  market,  so  margins 
were  higher.  Second,  it  would  take  much 
less  selling  effort  to  get  foreign  doctors  to 
use  products  already  accepted  in  the  U.S. 
And  third,  Becton,  Dickinson,  as  the 
U.S.  leader  in  many  product  areas,  could 
more  quickly  dominate  overseas  mar- 
kets and  withstand  later  competition. 

The  international  push  yielded  gratify- 
ing results.  Between  1976  and  1979  sales 
grew  at  a  21%  compounded  rate,  earn- 
ings at  25%.  Over  the  same  years,  inter- 
national sales  climbed  from  23.5%  to 
27.1%  of  BD's  total,  earnings  from 
21.5%  to  28.7%  Moreover,  says  Howe, 
international  growth  will  remain  rapid  as 
doctors  overseas  begin  to  use  more  so- 
phisticated technology  and  diagnostics. 

But  the  most  significant  move  was 
Howe's  decision  to  invest  heavily  in  new 
">roducts:  "You  have  to  make  these  kinds 
of  investments  that  may  not  pay  off  for 
five  to  ten  years,  or  you  don't  have  the 


vitality  in  the  company,"  he  says.  "You'll 
run  out  of  gas  eventually  if  you  don't." 

So  Howe  and  Asnes  poured  money 
into  developing  businesses  that  would 
pay  off  only  well  into  the  future — indeed, 
would  he  Becton,  Dickinson's  future. 
They  did  it  with  a  combination  of  in- 
house  development  and  acquisition. 
"The  health-care  business  is  a  fantastic 
array  of  technologies,"  says  Asnes.  "You 
try  to  be  an  expert  at  everything  and 
you're  technologically  an  expert  at  noth- 
ing. So  we  try  to  build  where  it's  appro- 
priate, and  we  buy  either  products  or 
technology  that  we  think  are  inappropri- 
ate to  risk  developing  inside." 

For  example,  BD  developed  internally 
its  FACS  system  (for  Fluorescence  Acti- 
vated Cell  Sorter),  used  in  research  labo- 
ratories, because  it  believes  its  research 
is  ahead  of  everyone  else's.  But  research 
in  an  area  of  automated  bacteriology  was 
dropped  when  BD  found  a  company, 
Johnston  Labs,  that  was  far  ahead  in 
technology  and  market  position.  Instead, 
Howe  acquired  lohnston  in  1979. 

Since  1976  Becton,  Dickinson  has 
made  seven  acquisitions  in  such  fields  as 
renal  dialysis  equipment,  laboratory  en- 
zyme chemistry,  automated  radio- 
immunoassay equipment  and  computer- 
assisted  electrocardiography.  All  the  ac- 
quisitions were  tiny,  the  largest  only  S15 
million  in  sales.  The  point,  however,  was 
not  current  size,  but  growth  potential. 
Along  with  the  acquisitions  there  have 
been  a  variety  of  internally  developed 


new  products  ranging  from  the  FAC5 
system  to  a  new  balloon  catheter — a  tin) 
balloon  for  insertion  into  the  body — an 
nounced  late  last  month. 

All  this  acquisition  and  developmeni 
of  new  product  lines  has  been,  as  Howe 
puts  it,  "a  tax  on  current  earnings."  The 
cost  is  twofold:  the  investment  itself 
which  reduces  current  earnings,  and  the 
drain  from  the  losses  the  new  businesses 
incur  in  their  early  stages  of  growth,  2 
period  that  can  last  several  years. 

It  is,  however,  a  tax  that  Howe  some- 
times even  insists  on  paying.  "If  you  are 
expected  to  improve  your  competitive 
position,"  says  Nolen,  "it  is  also  expect- 
ed that  you  will  pay  in  reduction  of  near- 
term  profit  for  long-term  profit.  So  we 
have  some  businesses  that  have  orders  tc 
lose  money.  That  sounds  irrational  but 
it's  not,  because  it  is  cheapest  to  build 
your  competitive  position  early.  That'! 
the  time  to  do  your  money-losing." 

The  losses  show.  From  a  20%-plui 
compounded  growth  rate  in  earnings  be| 
tween  1972  and  1976,  the  company'! 
growth  fell  to  11.3%  in  1978  befon 
recovering  to  16%  in  1979. 

When  will  the  fruits  of  the  restructur- 
ing begin  to  appear?  "I  think  we're  prac- 
tically there,"  says  Howe.  "You  began  tc 
see  it  in  1979,  and  you're  going  to  see  I 
more  this  year  and  next.  We're  very  soH 
idly  back  where  we  want  to  be." 

Where  Howe  wants  to  be  is  generating 
a  steady  annual  growth  of  15%,  fueled 
primarily  by  the  newer  lines  of  businesd 
without  increasing  debt  substantially 
That  goal  seem  unambitious  in  an  mdusii 
try  that  has  been  growing  at  19%  il 
earnings.  But  Howe  means  not  dollai 
sales  or  earnings  but  real  unit  growth! 
without  adding  in  the  impact  of  produo 
tion  efficiencies  or  price  increases. 

Some  Wall  Streeters  feel  this  makes  J 
difference  at  Becton,  Dickinson.  "Itj 
competitors  will  keep  their  growth  higli 
and  constant,"  says  Smith  Barney's  Johi 
Wilkerson.  "But  BD  will  be  the  bettej 
investment,  because  its  growth  will  bd 
accelerating  over  the  next  few  years."  I 

One  straw  in  the  wind  is  the  cornj 
pany's  three  successive  quarters  of  ovej 
20%  earnings  gains.  But  it  is  far  too  sooJ 
to  tell  whether  Howe's  strategy  has  suq 
ceeded.  For  one  thing,  three  quarters  is, 
at  best,  a  trend  rather  than  proof.  Fei 
another,  it  will  not  be  known  for  yearj 
how  significant  BD's  new  products  wil 
be:  Some  are  sure  to  fall  by  the  waysida 
Most  important,  BD  still  has  to  face  thl 
looming  recession  Although  the  health-1 
care  industry  is  more  recession-resistant 
than  most  other  industries,  it  does  not 
escape  unscathed. 

In  any  case,  however,  Jack  Howe  de- 
serves high  marks  for  having  the  fore- 
sight to  revamp  his  company  before  he 
was  forced  to  do  so.  That's  something 
every  good  manager  should  do,  and  all 
too  many  don't.  ■ 
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Shur-Wipe®  2  Heavy  Duty  wipers  wipe  out 
grease  and  grime  ordinary  wipers  can't  handle. 


Here  is  the  heavy-duty  alternative  to  cloth. 
Absorbent  enough  to  soak  up  Oil.  Strong  enough 
to  wipe  up  the  toughest  grime:  Any  dirty  job  that 
calls  for  a  cloth  wiper  calls  for  new  SHUR-WIPE  2 
Heavy  Duty  wipers,  *.. 

These  tough  wipers  are  . 
strong  "enough  fOr  virtually 
any  job.  So  you  can  put 
them  to  work,  rinse  them 
out  and  even  reuse  them. 
Then  throw  them  out  and 
you  eliminate  the  problem 
of  dirty  rags  piling  up. 


You  could  save  money,  too.  Compare  the  cost 
of  SHUR-WIPE  2  Heavy  Duty  wipers  with  your 
current  rag  service.  You  could  see  a  real 
difference, 

Try  SHUR-WIPE  2  Heavy  Duty  wipers  and  see 
for  yourself.  Call  the  Fort  and  ask  for  Lou  Kidd 
to  get  a  free  trial  packet.  Dial  (312)  T-H-E-F-O-R-T. 
Or  write  us  on  your  letterhead.  And  wipe  out  the 
grime  ordinary  wipers  can't. 


Fort  Howard  Paper 


Green  Bay,  Wisconsin  54305 


our  way  to  the  top. 


A  lot  of  hard  work  has  made  Case  a  giant  in  con- 
struction equipment.  One  of  our  largest  units  is  this 
Drott/Poclain  excavator,  hard  at  work  in  a  copper  mine 
in  Arizona.  We  offer  a  variety  of  industrious  excavators, 
loaders,  dozers,  trenchers,  compaction  equipment  and 
the  best-selling  loader/backhoe  in  the  world. 

Hard-working  construction  companies  demand  hard- 
working machines.  Case  has  met  that  need  with  more 
than  100  basic  models— the  broadest  line  of  tough, 
productive  construction  equipment  in  the  industry. 


Hard  work  works.  That's  how  Case  became  a  major 
force— the  growth  leader  in  the  industry  and  the  sec- 
ond largest  construction  equipment  manufacturer  in 
North  America. 


J  I  Case 

A  Tenneco  Company 


iiikii; 


Williams  has  strengthened 
its  energy  businesses  . . . 
and  it  s  paying  off. 

The  Williams  Companies  has  invested  $470  million  since  early  1974  to  expand  its 
participation  in  three  energy-related  businesses. 

Williams  Exploration  Company,  with  an  investment  of  $325  million  since  its  founding 
in  1974,  has  been  built  from  scratch  into  a  sizable  and  successful  oil  and  gas  exploration, 
production  and  transportation  organization.  Currently,  this  subsidiary's  average  daily 
production  rates  are  exceeding  40  million  cubic  feet  of  gas  and  3,500  barrels  of  liguid 
hydrocarbons,  and  it  is  actively  exploring  its  substantial  portfolio  of  undeveloped  oil  and 
gas  leases. 

Williams  Pipe  Line  Company,  which  owns  and  operates  the  nation's  largest 
independently  owned  products  pipeline  system,  is  a  major  transporter  of  energy  products 
throughout  its  12-state  midwestern  market.  Since  early  1974,  we've  invested  $90  million  to 
expand  and  improve  the  operations  of  Williams  Pipe  Line's  8,500-mile  system. 

Peabody  Coal  Company  is  the  nation's  largest  coal  producer.  We  acguired  27.5 
percent  of  Peabody  for  $55  million  in  mid-1977.  Peabody's  proven  coal  reserves  exceed  9 
billion  tons.  Our  share  of  those  reserves  eguates  to  about  90  tons  of  coal  reserves  for  each 
share  of  Williams'  common  stock. 

Williams  is  more  than  an  energy  company;  it  is  also  a  leader  in  two  other  basic  and 
essential  industries  —  fertilizer  and  metals.  We've  also  strengthened  these  businesses  and 
achieved  a  more  favorable  corporate  balance.  We  planned  it  that  way,  and  our  strategy  is 
paying  off  in  the  form  of  improved  returns. 

The  annual  dividend  rate  for  Williams  stock  (WMB-NYSE)  was  recently  increased  to 
$1.10  per  share.  To  learn  more  about  our  growing  company;  our  balanced  diversity  in 
fertilizers,  energy  and  metals;  and  our  strong  earnings  picture  for  the  '80s,  write  Lawrence 
R.  Francisco,  manager-investor  relations,  The  Williams  Companies,  One  Williams  Center, 
Tulsa,  OK  74172. 

Williams  is  worth  watching  in  the  '80s. 

THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 


Agrico  Chemical  Company  ■  Edgcomb  Metals  Company 
Williams  Exploration  Company  ■  Williams  Pipe  Line  Company 


WILLIAMS 
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my  U.S.  banks  have 
ne  a  good  job  run- 
ig  their  own  type  of 
Uual  funds. 

Bank 
common 
stock 
funds 


T  last  count  U.S.  banks  man- 
aged over  $500  billion  in  their  in- 
L  vestment  accounts,  but  only  a 
small  percentage — over  $21  billion, 
)out  4% — was  in  investment  vehi- 
generally  used  for  trust  funds  and 
oyee  benefit  plans.  These  vehicles 
he  so-called  commingled  funds  that 
y  banks  offer,  quite  similar  in  nature 
dinary  mutual  funds.  Also  like  mu- 
funds,  the  bank  funds  may  have  dif- 
g  investment  objectives  that  affect 
performance. 

e  table  at  right  is  limited  to  bank 
rion  stock  funds,  which  together 
ain  about  $10  billion  in  assets.  The 
s  listed  are  ranked  by  their  perfor- 
ce in  1979,  with  further  columns 
ring  their  performance  over  two 
;r  time  spans.  The  first  ten  listed  are 
op  performers,  the  next  ten  the  run- 
up, among  the  larger  funds  (assets 
$10  million).  The  third  table  is 
;  up  of  the  best  performers  among 
inder-$10  million  funds, 
erestingly,  even  the  larger  funds 
sored  by  major  banks  tend  to  be 
1.  Only  7  of  the  top  20  had  assets 
;ding  $100  million,  and  only  1 
isored  by  Morgan  Guaranty)  had 
2n  the  $1  billion  barrier. 


Ten  best-performing  common  stock  funds 

with  assets  of  $10  million  and  over 

 Performance 

* 

Total 

Bank 

1976- 

1974- 

assets 

(objective! 

Location 

1  070 

ly  ly 

1  07Q 

1979 

(mil) 

Manufacturers  Hanover  Trust 

New  York,  NY 

50.6% 

69.2% 

NA 

$160 

(Long-term  capital  growth) 

Chemical  Bank 

New  York,  NY 

38.7 

NA 

NA 

48 

(Maximum  capital  gains) 

US  National  Bank 

Portland,  Ore 

36.2 

51.0 

142.7% 

14 

(Maximum  capital  gains) 

Chase  Manhattan 

New  York,  NY 

35.9 

45.7 

NA 

190 

(Maximum  capital  gains) 

Citibank 

New  York,  NY 

34.5 

50.9 

136.4 

318 

(LT  capital  growth  income) 

First  Union  Natl  Bank 

Charlotte,  NC 

32.5 

NA 

NA 

14 

(Growth  and  current  income) 

Natl  Bank  of  Commerce  Trust 

Lincoln,  Neb 

31.4 

58.7 

108.0 

17 

(Long-term  capital  growth) 

Seattle  First  National 

Seattle,  Wash 

30.7 

34.5 

107.7 

23 

(Long-term  capital  growth) 

Ft  Worth  National  Bank 

Ft  Worth,  Tex 

30.6 

45.5 

163.1 

11 

(Long-term  capital  growth) 

Rainier  National  Bank 

Seattle,  Wash 

28.7 

26.7 

95.6 

33 

(Growth  and  current  income) 

Ten  runners  up 

Mercantile  National  Bank 

Dallas,  Tex 

28.2% 

32.0% 

120.2% 

$87 

(Growth  and  current  income) 

Rainier  National  Bank 

Seattle,  Wash 

27.7 

28.8 

90.7 

14 

(LT  capital  growth  &  income) 

First  National  Bank 

Minneapolis,  Minn 

26.7 

25.4 

93.2 

68 

(Long-term  capital  growth) 

Equitable  Trust 

Baltimore,  Md 

25.5 

29.6 

107.9 

10 

(LT  capital  growth  &  income) 

Connecticut  Bank  &  Trust 

Hartford,  Conn 

25.4 

25.5 

NA 

14 

(Long-term  capital  growth) 

Manufacturers  Hanover  Trust 

New  York,  NY 

25.3 

27.3 

78.0 

108 

(Long-term  capital  growth) 

Citibank 

New  York,  NY 

25.2 

22.6 

72.7 

189 

(LT  capital  growth  &  income) 

Northwestern  National 

Minneapolis,  Minn 

25.1 

21.0 

85.1 

89 

(Growth  and  current  income) 

National  City  Bank 

Cleveland,  Ohio 

25.0 

32.6 

105.3 

115 

(LT  capital  growth  &  income) 

Morgan  Guaranty 

New  York,  NY 

24.9 

38.5 

156.9 

1,341 

(Specialized) 

Ten  best-performing  common  stock  funds 

with  assets  under  $10  million 

First  National  Bank 

Little  Rock,  Ark 

39.5% 

77.4% 

173.9% 

$3 

(Maximum  capital  gains) 

First  Trust  Corp 

Denver,  Colo 

35.0 

47.4 

180.1 

8 

(Growth  and  current  income) 

Peoples  National  Bank 

Seattle,  Wash 

33.3 

23.0 

62.5 

3 

(LT  capital  growth  &  income) 

First  Union  National  Bank 

Charlotte,  NC 

29.4 

21.7 

70.2 

8 

(Long-term  capital  growth) 

Worthen  Bank  &  Trust 

Little  Rock,  Ark 

29.0 

27.4 

91.2 

1 

(LT  capital  growth  &  income) 

US  National  Bank 

Galveston,  Tex 

28.1 

54.3 

181.2 

7 

(Growth  and  current  income) 

State  National  Bank 

Bridgeport,  Conn 

27.8 

23.1 

69.8 

t 

(LT  capital  growth  &  income) 

Colonial  American  Natl  Bank 

Roanoke,  Va 

27.1 

20.0 

42.8 

2 

(Long-term  capital  growth) 

Rainier  National  Bank 

Seattle,  Wash 

26.6 

26.4 

78.2 

9 

(LT  capital  growth  &  income) 

Colonial  American  Natl  Bank 

Roanoke,  Va 

26.6 

20.3 

75.5 

5 

(Long-term  capital  growth) 

•Total  Return:  Increase  in  stock  prices  over  the  period  plus  reinvestment  of  income.    tLess  than  $1 

million.    NA:  Not  available. 

Source  Computer  Directions  Advisors. 
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For  two  years  FORBES  ran  a  list  of  100  compa- 
nies that  analysts  estimated  would  have  the 
best  earnings  gains.  The  gains  came  and  the 
stocks  shot  up.  So  here's . . . 


Act 


Random  walkers  claim  security  ana- 
lysts' estimates  of  annual  earnings  are 
worthless.  Are  the  iconoclasts  correct?  It 
depends  on  how  precise  you  expect  them 
to  be.  A  year  ago  Forbes  ran  consensus 


estimates  of  corporate  earnings  prepared 
by  Lynch,  Jones  &  Ryan's  Institutional 
Brokers  Estimate  System.  We  listed  100 
stocks  where  analysts  expected  major 
earnings  gains.  When  the  actual  earn- 


Statistical  Spotlight 


ings  were  reported  recently,  slightl 
more  than  half  came  within  20%  of  th 
year-ago  predictions;  about  one  in  si: 
was  off  by  50%  or  more.  What  doe 
this  prove?  That  as  a  rough  guide  th< 
predictions  are  useful  even  though  thei 
are  hardly  of  bull's-eye  accuracy.  Thi 
usefulness  resides  chiefly  in  this:  As  j 
group,  these  100  stocks  outperformed 
the  market.  The  100  chosen  stocks  rosj 
12%  in  a  market  that  was  down  bj 
10%.  A  year  earlier  Forbes  ran  a  simi 
lar  list  with  similar  results. 

So,  here  we  go  again.  The  100  stock 
below  are  predicted  by  Lynch,  lones  con 
sensus  figures  to  show  earnings  gains  o 
33%  or  more  for  1980  over  1979.  A  won 
about  the  estimates:  Based  on  a  consen 
sus  of  analysts'  predictions,  they  natural 
ly  vary  widely  in  the  range  of  opinions  or 
any  one  stock,  as  seen  in  the  final  col 
umn  below.  The  smaller  the  percentage 
the  greater  the  unanimity.  ■ 


The  golden  ones  m 


One  hundred  companies  for  which  institutional  analysts  predict  a  minimum  gain  of  33%  in  earnings  per  share. 


1979 

Average  of 

P  E  based 

Fiscal 

earnings 

analysts' 

Increase 

on  1980 

Number 

Variation 

year 

Recent 

per 

estimates  of 

of  1980 

earnings 

of 

in  earnings 

Company 

ended 

price 

share* 

fiscal  1980  EPS" 

over  1979 

estimates 

estimates 

estimatest 

Fleetwood  Enterprises 

Apr 

5% 

$0.1 0E 

$0.77 

670% 

7 

5 

62% 

Caesars  World 

July 

12l/4 

0.35 

1.90 

443 

6 

5 

16 

Royster 

June 

125/8 

0.40 

1.94 

385 

7 

4 

39 

Metpath 

Sept 

24% 

0.44 

2.01 

357 

12 

8 

15 

First  Mississippi 

June 

25 

0.55 

2.49 

353 

10 

6 

30 

Santa  Fe  International 

Dec 

34 

0.78 

3.08 

295 

11 

17 

26 

Westmoreland  Coal 

Dec 

20 

0.26 

0.98 

277 

20 

9 

35 

Saga 

June 

7% 

0.44 

1.50 

241 

5 

4 

10 

SEDCO 

June 

61% 

1.15 

3.55 

209 

17 

16 

27 

Fotomat 

Jan 

5% 

0.27E 

0.73 

170 

7 

7 

32 

RG  Barry 

Dec 

6% 

0.55 

1.32 

140 

5 

3 

16 

Manhattan  Industries 

Jan 

6V2 

0.92E 

2.14 

133 

3 

3 

15 

Gulf  Resources  &  Chemical 

Dec 

21% 

1.58 

3.68 

133 

6 

3 

53 

Sony 

Oct 

7 

0.34 

0.72 

112 

10 

6 

17 

Copeland 

Sept 

18% 

1.45 

3.06 

111 

6 

6 

5 

General  Automation  (Calif] 

July 

107s 

0.45 

0.95 

111 

11 

4 

55 

Dataproducts  X 

Mar 

13% 

0.95E 

1.99 

109 

7 

7 

I 

Polaroid 

Dec 

19% 

1.10 

2.23 

103 

9 

19 

25 

Inco  Ltd 

Dec 

23% 

1.58 

3.18 

101 

7 

13 

28 

International  Tel  &  Tel 

Dec 

23% 

2.65 

5.30 

100 

5 

7 

7 

Transcon  Lines 

Dec 

5% 

0.58 

1.16 

100 

5 

6 

19 

Offshore  Logistics 

June 

17 

1.02 

2.03 

99 

8 

4 

26 

Limited  Stores 

July 

5% 

0.34 

0.67 

97  " 

9 

4 

25 

AE  Staley  Mfg 

Sept 

38  V* 

1.86 

3.67 

97 

10 

9 

12 

Forest  Oil 

Dec 

25% 

0.79 

1.55 

96 

16 

4 

19 

Archer-Daniels-Midland 

June 

27% 

1.63 

3.12 

91 

9 

13 

7 

Lockheed* 

Dec 

26 

2.01 

3.71 

85 

7 

12 

14 

Research-Cottrell 

Oct 

13% 

1.13 

2.09 

85 

7 

9 

10 

Savannah  Electric  &  Power 

Dec 

9% 

1.24 

2.28 

84 

4 

3 

15 

Envirotech 

Mar 

8 

0.75E 

1.37 

83 

6 

7 

21 

Kennecott  Copper 

Dec 

29 

3.93 

7.13 

81 

4 

15 

30 

Tom  Brown 

Mar 

39% 

0.49E 

0.87 

78 

45 

4 

35 

Bally  Mfg 

Dec 

21 

1.73 

3.07 

77 

7 

7 

9 

GCA  Corp 

Dec 

36 

1.88 

3.24 

72 

11 

5 

2 

Amdahl 

Dec 

18% 

1.02 

1.74 

71 

11 

14 

21 
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1979 

Average  of 

P/E  based 

Fiscal 

earnings 

analysts' 

Increase 

on  1980 

Number 

Variation 

year 

Recent 

per 

estimates  of 

01  lyou 

earnings 

01 

in  earnings 

Company 

ended 

price 

share* 

fiscal  1980  EPS* 

over  1979 

estimates 

estimates 

estimatest 

^.oca-Cola  Bottling  Co  l\  i 

Dec 

A  1  / 
4'/2 

$0.44 

$0.74 

69% 

6  ' 

6 

18% 

jrummanl 

Dec 

20 'A 

1 .89 

3.15 

67 

6 

6 

19 

Zrutcher  Resources 

(Jet 

1  /*  7/ 

0.81E 

1 .34 

65 

13 

4 

16 

tVang  Labs 

June 

30 

1.17 

1.91 

63 

16 

14 

5 

ierkey  Photo 

Dec 

3% 

0.63 

1.03 

63 

3 

3 

16 

■  _ 

I!ray  Research 

Dec 

41  'A 

1.89 

3.05 

61 

14 

4 

18 

"astle  &  Cooket 

Dec 

1 1 

1.14 

1.81 

59 

6 

8 

20 

'ortland  General  Electric 

Dec 

1  1% 

1.06 

1.67 

58 

7 

5 

24 

^SARCO 

Dec 

30% 

8.56 

13.36 

56 

2 

10 

25 

•reeport  Minerals 

Dec 

39 

3.06 

4.77 

56 

8 

8 

19 

3cean  Drilling  &  Exploration 

Uec 

Oil/ 
81% 

4.2U 

6.55 

56 

12 

13 

24 

lolgate-Palmolive 

Dec 

11% 

1.39 

2.16 

55 

5 

1 1 

7 

Vdobe  Oil  &  Gas 

Dec 

42  Vi 

1.60 

2.47 

54 

17 

3 

20 

rlarathon  Oil 

Dec 

52% 

4.88 

7.52 

54 

7 

22 

9 

lomestake  Mining 

Dec 

41'/2 

5.41 

8.33 

54 

5 

3 

51 

-  ■  -  . 
exasguli 

Dec 

0  A  1/ 
34  V2 

a  nc 
4.1)3 

0.22 

C  A 

54 

6 

/ 
0 

1 1 

'helps  Dodge 

Dec 

ZS74 

5.06 

7  7n 

1 ./V 

52 

4 

15 

29 

andem  Computers 

C  t 

Sept 

A  1 

42 

1  10 
1.18 

1  70 

1.79 

52 

23 

7 

1 7 

Western  Co  of  North  America 

Dec 

38% 

2.40 

3.62 

51 

1 1 

14 

g 

lockcor 

Oct 

7% 

0.40 

0.60 

50 
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analysts'  estimates  fall. 

'he  lowei  the  percentage,  the  greater  the  agreement  among  the 
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tFully  diluted  earnings  per  share.    E:  Estimate. 

ouice:  Institutional  Brokers  Estimate  System:  Lynch,  /ones  e) 

Ryan. 
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Betting  against  technology*  and  concentrat- 
ing on  aging  markets  might  sound  like  a  sure 
path  to  the  junk  heap,  but  it  has  turned  out  to 
be  a  recipe  for  success  at  little  Dataram. 


Rearguard 
tactics 


The  Up-And-Comers 


You  have  to  have  a  death  wish  to 
go  into  the  computer  memory 
business.  It's  like  Russian  roulette 
with  five  chambers  loaded.  Ten  years  ago 
there  were  close  to  20  different  compa- 
nies producing  computer  memory  sys- 
tems for  the  open  market.  Today  just 
two  survivors  control  about  90%  of  the 
market:  S380  million  (sales)  Ampex  (less 
than  a  third  of  which  is  in  memory  prod- 
ucts) and  a  S22  million  (sales)  outfit  from 
Cranbury,  N.J.  called  Dataram. 

As  for  the  second  survivor  it's  "Data- 
wboV  on  Wall  Street,  where  the  com- 
pany's common  stock  trades  over-the- 
counter  at  around  7  times  earnings — less 
than  half  the  multiple  Ampex  hopes 
would-be  acquisitor  Signal  Cos.  will  pay. 
Yet  with  comparatively  little  debt  and  a 
33.4%  average  return  on  fully  rebuilt  eq- 
uity in  recent  years,  Dataram  is  more 
than  twice  as  profitable  as  Ampex.  Its 
earnings  are  also  growing  much  faster. 
And,  most  important,  Dataram  enjoys  a 
significant  technological  lead  in  memory 
systems. 

But  life  hasn't  really  been  easy  for  Da- 
taram. Indeed,  had  it  not  been  for  a  dare- 
devil investor  named  Raymond  Von  Cu- 
lin,  Dataram  would  have  vanished  with- 
out a  trace  in  the  industry  debacle  of 
1971-72.  Tanned,  trim  and  ebullient  now 
at  67  with  a  dashing,  neatly  cropped 
Prince  Albert  beard  and  mustache,  Von 
Culin  grins  a  bit  sheepishly  at  his  own 
seeming  folly  and  recalls  what  it  was  like 
picking  up  the  reins  at  Dataram  only 
hours  before  doomsday:  "There  was  a 
board  meeting  on  Jan.  28,  my  birthday, 
and  the  bank  was  there  with  a  note  for 
about  SI  million  due  on  the  31st.  Now 
remember  this  company  had  never  done 
over  S2  million  in  sales  and  never  really 
had  a  profit.  So  it  must  have  taken  truly 
superb  selling  ability  to  get  that  far  in 
debt!  The  checkbook  was  kited  to  the 
tune  of  S66,000— S23,000  of  which  had 


already  been  bounced  by  the  bank,  some 
of  it  withholding  funds  bounced  back  to 
the  Internal  Revenue.  The  company 
owed  SI, 328, 000  on  accounts  payable — 
funny  how  such  numbers  stick  in  your 
head — some  of  it  over  14  months  old. 
People  were  screaming  and  all  the  com- 
pany was  producing  was  core  memory 
stacks  [microscopic  metal-oxide  donuts 
stitched  by  hand  with  copper  wire  to  a 
circuit  board],  a  technology  that  had 
been  around  for  ten  years  and  would  soon 
be  replaced,  everyone  said,  by  semicon- 
ductor memories." 

Most  of  Dataram 's  backers  simply 
walked  away  at  this  point.  It  certainly 
seemed  the  sensible  thing  to  do.  Von 
Culin  could  easily  have  done  the  same. 
All  he  had  on  the  line  was  S20,000  and 


Gilligan  of  Dataram  with  memory  system 
"At  a  bar  called  Black  Bart's  .  . 


not  long  before  he'd  walked  away  from 
S  10,000  investment  in  another  ventui 
that  literally  sank  in  Manhattan's  Eas 
River.  That  company — Von  Culin  forget 
the  name  now — had  mounted  jet  engine 
on  barges  with  the  curious  thought  < 
supplying  emergency  energy  to  Long  I 
land.  But  the  barges  proved  unseaworth 
And  besides,  nobody  much  needed  erne 
gency  power. 

Von  Culin  didn't  need  Dataram.  H 
had  plenty  of  other  interests  to  keep  hit 
occupied:  a  stake  in  a  small  but  lucrativ 
packaging  company  where  he  serves  i 
marketing  vice  president  ("I'm  just  a 
old  peddler"),  a  part  interest  in  a  Mei 
cedes-Benz  dealership  ("I  love  cars  .  . 
and  airplanes  and  balloons"),  a  travt 
agency,  a  local  New  Jersey  newspapt 
called  the  Hunterdon  Reiieu-  ("the  onl 
liberal  voice  in  the  county")  and  a  nun 
ber  of  real  estate  investments  ("I  sol 
every  stock  I  had  when  Nixon  got  electe 
and  put  the  proceeds  into  real  estate").; 

But  Von  Culin  didn't  walk  away.  H 
had  become  fascinated  by  Dataran 
Prowling  about,  Von  Culin  discovere 
that  whenever  he  raised  a  basic  questio 
with  Dataram  s  management  he  usuall 
wound  up  being  referred  to  the  con 
pany's  35-year-old  engineer,  a  ma 
named  John  Gilligan. 

Hired  away  from  Honeywell  only  th 
year  before  to  help  Dataram  upgrade  it 
product  line,  the  conscientious,  unflaj 
pable  Gilligan  was  convinced  that  th 
opportunity  was  still  there  for  Dt 
taram — if  half  the  people  were  fired  art 
someone  started  paying  attention  to  th 
basics.  "He  was  so  quietly  competent, 
Von  Culin  recalls,  "he  just  made  me 
believer."  Von  Culin  put  up  anothi 
S230.000  for  Dataram,  tapping  ever] 
thing  from  his  newspaper  s  cash  reserve 
to  his  children's  savings  accounts.  "I  jus 
got  caught  up  in  the  thing,"  he  says  a 
most  apologetically. 

Taking  solace  in  Von  Culm's  health 
seven-figure  personal  net  worth,  th 
bank  insisted  that  he,  rather  than  Gill 
gan,  become  chief  executive.  The  ban 
was  so  relieved  to  get  Von  Culm's  nam 
on  the  dotted  line  it  agreed  to  give  Dl 
taram  a  full  six  months'  grace  peria 
before  making  its  first  debt  repayment  C, 
SI, 000.  In  the  interim  Von  Culin  used  hi 
considerable  sales  prowess  to  charm  a 
additional  S447.000  in  equity  iron 
friends  and  acquaintances.  (Today  Va 
Culin's  stake  in  Dataram  is  about  12*1 
Gilligan 's  a  mere  3%.) 

In  the  evenings  Von  Culin  and  Gilhga 
would  pore  over  the  payroll,  fingering  th 
ax.  "We  used  to  get  together  at  a  ba 
called  Black  Bart  's, "  Gilligan  recalls.  "Vi 
came  up  with  some  unbelievably  dee 
layoffs.  In  the  space  of  three  months  w 
went  from  140  employees  down  to  jus 
70."  Gilligan  chose  a  25-year-old  name 
Bob  Tarantino  as  his  operations  mar 
ager.  With  just  half  the  staff  Datarar 
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If  you  haven't  had  a  good  one  lately,  here's  help. 


If  it's  been  six  months  or  so  since 
you  were  last  mentioned  for  a  raise, 
a  promotion,  a  new  job . . . 

If  that  career  of  yours  is  showing  signs 
of  slowing  down . . . 

If  maybe  it's  time  to  concentrate  harder 
on  meeting  new  people,  keeping  up 
with  new  strategies,  techniques,  solu- 
tions... then  Business  Week  can  help. 


This  is  your  invitation  to  send  for  the  next 
four  issues  free  -  no  strings.  And  if  you  find 
our  magazine  useful,  to  save  yourself  or  your 
company  close  to  thirty  dollars  on  the 
newsstand  price. 


Business  Week  arrives  over  the  week- 
end in  time  to  go  through  before  another 
round  of  office  challenges  begins. 
And  you'd  better  at  least  have  a  look. 

By  Monday  morning,  some  800,000 
other  management  men  and  women 
across  America  will  have  had  the 
benefit  of  that  very  same  issue.  The 
news,  information,  interviews.  The  facts, 
figures,  forecasts,  ideas. 

These  800,000  other  executives  are 
your  competition.  And  what  Business 
Week  is  now  doing  for  them,  it  can  also 
do  for  you. 

Business  Week  can  help  you  do  your 
present  job  better  -  by  providing  news 
of  the  latest  developments,  data, 
trends,  opportunities. 


What  do  the  headlines  in  your  paper  mean 
in  terrns  of  business  -  and  profits?  What's 
the  story-behind-the-story  -  the  personalities, 
the  background,  the  likely  outcome?  What's 
being  held  back?  Glossed  over?  What  isn't 
being  reported  elsewhere  that  you  can't 
afford  to  miss? 


After  all  the  years  we've  been  in  the 
business,  our  editors  know  who  to  talk 
to.  Which  questions  to  ask.  Where  to 
probe.  How  to  put  two  and  two  together. 
You're  no  longer  relying  on  hearsay. 
You  know.  And  you're  set  to  act. 


personal  advisories  welcome. 

Send  for  your  four  free-trial  issues! 

Just  fill  out  and  return  the  coupon  below 
or  the  card  opposite. 

If  you  like  Business  Week,  you  can 
pay  our  bill  of  $19.75  for  33  issues,  the 
basic  subscription  rate.  (That's  a  saving 
of  $29.75  off  the  newsstand  price.) 

If  you're  at  all  disappointed,  write 
"cancel"  on  our  bill,  return  it  within  the 
month,  and  keep  your  trial  issues  with 
our  compliments. 


BusinessWeek 


One  of  the 
most  saleable ;  f  _ 
commodities 
in  all  business 
is  overview - 
know-how,  savvy, 
acumen,  a  broad 
range  of  knowledge 
and  contact.  You'll 
pick  up  overview 
fast  with  Business 
Week.  No  other  publication  covers  it 
all  more  thoroughly  -  management, 
marketing,  finance,  production,  R&D. 

Business  Week  prepares  you  better  for 
jobs  to  come  -  introductions,  input, 
briefings,  expertise.  What's  happening 
elsewhere  -  other  companies,  other 
fields?  Who's  on  the  way  up?  Who's 
headed  down?  What  new  ideas  should 
you  be  aware  of?  New  trends?  New 
situations?  The  bigger  picture? 


Business  Week  helps  you  handle  success  - 
taxes,  investments,  perks,  pleasures,  with  its 
Personal  Business  section.  How  can  you 
make  the  money  grow  -  bigger,  faster,  safer? 
How  can  you  get  more  out  of  it  all  -  more 
recognition,  more  fulfillment,  more  fun? 


If  you're  presently  getting  answers 
piecemeal  -  tipsheets,  newsletters, 
journals  -  you'll  find  our  magazine's 


Four 
Free 
Trial 
Issues 


Send  me  the  next  four  issues 
of  Business  Week  to  examine 
without  cost  or  obligation. 

II I  like  Business  Week,  I'll  pay 
the  regular  rate  of  $19  75  for  33 
issues  including  my  lour  trial 
issues  -  saving  $29  75  oft  the 
newsstand  rate.  If  not,  I'll 
write  "cancel"  on  the  bill  and 
return  if  upon  receipt  of  my  fourth  trial  issue  . . 
keeping  the  trial  issues  with  your  compliments 

Guarantee:  If  the  magazine  ever  disappoints 
you,  |ust  cancel  (even  on  the  last  issue')  and 
receive  a  refund  in  full 
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still  managed  to  increase  shipments  sub- 
stantially and,  in  the  tall,  to  introduce  its 
first  memory  system  product. 

All  the  while  the  industry's  Greek  cho- 
rus v>  as  predicting  doom.  Everyone  knew 
that  core  memories  were  finished.  Semi- 
conductor memories  would  wipe  them 
out  tomorrow.  And  then  there  was  the 
new  bubble-memory  technology. 

But  Gilligan  bet  that  this  time  techni- 
cal advance  wouldn't  come  as  quickly  as 
everyone  predicted.  Instead  of  choosing 
semiconductors  and  bubbles,  Dataram 
plunged  aggressively  into  the  old  tech- 
nology with  new  core-memory  systems 
development.  "  The  bad  news  was  people 
would  always  say  core  memories  have 
only  five  years  to  live,  only  two  years  to 
live,  so  why  get  into  it?"  he  says.  "The 
good  news  is  they  keep  saying  it!"  Gilli- 
gan concedes  that  he  was  betting  the 
company.  "If  semiconductor  memories 
had  come  in  when  they  said  they  would, 
it  would  have  been  curtains  for  us,"  he 
says.  "But  we  just  never  felt  it  would  be  a 
problem." 

For  at  least  a  few  years,  Gilligan  fig- 
ured, Dataram  might  mst  have  a  cost  and 
performance  advantage  over  the  newer 
semiconductor  memory  systems  in  de- 
veloping add-on  memories  for  the  major 
minicomputers.  Each  one  of  these  inter- 
faces might  take  a  would-be  competitor  a 
year  to  duplicate.  Gilligan  also  saw  op- 
portunity in  older  computers.  Gilligan: 
"A  company  may  look  at  their  older 
computer  hardware  and  say  buying  a 
new  one  would  mean  a  fantastic  savings. 
But  when  they  look  at  the  millions  and 
millions  they've  spent  on  software  for 
that  old  computer,  throwing  it  away  be- 
comes quite  expensive.  So  there  we  are 
to  add  bulk  core  onto  that  computer. 
We're  the  only  ones  that  make  the  inter- 
face. It's  not  a  big  enough  market  for 
anyone  in  the  world  to  go  after." 

Times  have  changed  since  then  of 
course.  Semiconductor  systems  have 
walked  off  with  half  of  the  core-memory 
market;  two  years  ago  the  16K  RAM 
chip  came  to  market  at  a  price  below 
what  it  cost  Dataram  to  manufacture 
core  memories  in  the  Philippines,  El  Sal- 
vador or  Guatemala.  A  disaster-  Hardly. 
Dataram  was  ready  for  that.  Today  25% 
of  Dataram's  sales  come  from  16K  RAM 
semiconductor-based  systems  and  the 
company  is  doing  as  well  as  ever.  (Am- 
pex,  by  way  of  contrast,  has  yet  to  intro- 
duce a  line  of  minicomputer  semicon- 
ductor memory  systems).  Essentially, 
what  Dataram  is  selling  is  a  system,  not 
memory  components  (which  only  com- 
prise about  25%  of  the  system  cost). 

Ah,  but  what  about  bubble  memory-  "I 
don't  think  that's  going  to  happen  any- 
where near  as  fast  as  people  say,"  Gilli- 
gan replies  calmly.  "That's  three  years 
away  at  least."  When  it  does  Dataram 
will  probably  treat  bubble  memory  as  a 
raw  material  just  as  it  is  doing  today 


with  16K  RAM  chips. 

At  this  point  Gilligan  walks  over  to  his 
office  white-board  and  begins  writing 
quickly  with  a  blue  marker.  All  three 
memory  systems — core,  semiconductor 
and  bubble — have  their  advantages  and 
their  drawbacks,  he  explains.  Today  core 
costs  the  most  per  bit  of  information  (say 
twice  as  much  as  semiconductor  mem- 
ory); bubble  costs  the  least,  and  semicon- 
ductor falls  somewhere  in  between  But 
there's  a  tradeoff.  Bubble  memory  is  a 
thousand  times  slower  than  core,  which 
can  find  a  piece  of  information  in  300 
nanoseconds;  the  even  faster  semicon- 
ductor can  operate  at  200  nanoseconds. 
That's  because  both  core  and  semiconduc- 
tor memories  can  be  approached  random- 
ly, whereas  bubble  must  be  approached 
serially — as  if  it  were  tape  in  a  tape  record- 
er. So  semiconductor  wins  hands  down- 
Well,  that  depends  on  how  important  it  is 
to  have  permanent  memory.  Turn  the 
power  off  with  a  semiconductor  memory 
and  you  have  zilch,  unlike  either  core  or 
bubble  which,  being  magnetic,  are  perma- 
nent or  "nonvolatile" — the  type  of  mem- 
ory you'd  want  on  a  process-control  com- 
puter in  a  factory,  for  example. 

In  other  words,  Dataram  has  plenty  of 
time  and  plenty  of  room  to  maneuver  in 
its  rearguard,  niche-can  ing  game  in  the 
fast-paced  computer  memory  market. 

But  that  is  not  to  say  it's  all  downhill 
from  here  for  little  Dataram.  It  does  all  of 
its  manufacturing  in  El  Salvador.  Guate- 
mala (Forbes,  Mar  31)  and  the  Philip- 
pines. El  Salvador  translates  "high  risk" 
on  anyone's  minicomputer,  and  certain- 


ly on  Dataram 's.  Every  time  the  phon 
rings  in  Dataram's  headquarters  some 
one  is  bound  to  call  out  "El  Salvador,"  t 
a  chorus  of  nervous  laughter.  "If  we'd  los 
El  Salvador  two  months  ago  it  woul 
have  been  a  disaster,"  Gilligan  concedes 
But  we  had  an  emergency  meeting  an 
set  up  another  plant  in  Guatemala  ngh 
across  the  border.  The  same  people  cai 
work  in  one  factory  or  the  other,  they'r 
that  close  together.  We've  got  140  em 
ployees  in  Guatemala  now  and  we  start 
ed  shipping  two  or  three  weeks  ago.  Setj 
ondly,  we're  shifting  more  production  t) 
the  Philippines.  So  our  dependence  on  1 
Salvador  is  dropping  dramatically." 

The  developing  recession?  It  coul 
hurt,  sure.  But  Dataram's  balance  she( 
is  in  superb  condition.  Costs  are  obviouf! 
ly  under  rigid  control.  No  frills  in  th^ 
outfit.  "We've  been  through  many  recej 
sions  and  we've  been  through  the! 
when  we've  been  in  much  worse  shajj 
than  we're  in  now,"  says  Gilligan  with] 
note  of  pride  in  his  voice.  "I  think  vJ 
function  better  in  a  recession,  frankly.'] 

These  days,  Ray  Von  Culin  doesd 
stop  by  the  office  at  lean  and  hungji 
Dataram  more  than  a  couple  of  times] 
month.  Even-  now  and  then  he  tries  I 
get  Gilligan  to  accept  the  chief  executil 
title,  but  Gilligan  refuses.  "I've  been  vei 
lucky,"  says  Von  Culin.  "I  tell  you  there' 
nothing  like  the  locomotive  effect  of 
guy  with  talent  and  ambition  and  energ 
like  John  Gilligan  working  in  coniuiK 
tion  with  a  limited  amount  of  monej 
and  some  direction.  I've  just  been  vei 
lucky.  "—Geoffrey  Smith 


You  have  to  be  crazy  to  float  bonds  in  a 
market  like  this.  Or  as  desperate  as  Ken  Ol 
sens  Digital Equipme?2t  Coip. 

If  you  gotta 
borrow  money, 
you  gotta 


878%.  That  creates  a  new  potential  dill 
tion  of  5.5  million  shares  (about  12*1 
while  raising  your  ongoing  interest  cost 
by  S35.5  million.  You  do  all  this  in  thi 
middle  of  the  highest-cost  financial  mai 
ket  in  U.S.  history,  during  one  of  thj 
more  drastic  stock  market  slides  1 
recent  memory'.  And  you  do  it  eva 
though  you  have  some  S300  million  1 


By  Harold  Seneker 


Imagine  this:  You  call  S250  million 
worth  of  convertible  debentures 
with  an  interest  rate  of  4.5%,  which 
forces  their  conversion  into  4.4  million 
shares  of  your  stock.  Then,  only  a  few 
months  later,  you  turn  around  and  sell  a 
new  S400  million  worth  of  converts  at 
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stockbrokers  follow 
siead  for  the  same 
easons  you  should. 


okers  are  among  the  best  read 
Td  listened  to)  people  in  business, 
it  how  do  you  get  them  to  read 
ur  story? 

Mead  is  doing  it  with  outstand- 
3  results.  Since  1975: 

•  Mead  sales  have  risen  over 
6%  to  $2.57  billion  in  1979. 

•  Net  earnings  have  increased 
7%  to  $5.19  a  share. 

•  Dividends  paid  have  increas- 
I  from  80C  to  $1  65  in  1979.  Cur- 
nt  annual  rate  is  $1.80. 


•And  in  1979.  return  on  share 
owners  equity  reached  18.1%,  among 
the  highest  of  the  major  forest-prod- 
ucts companies  rated  by  Value  Line. 

What  about  the  future?  Judge  for 
yourself.  As  a  forest-based  company, 
our  basic  raw  material  is  fiber  from 
trees.  A  renewable  resource  whose 
value  grows  every  day.  And  we  con- 
vert fiber  into  profitable  products  in 
pulp,  paper,  packaging  and  lumber. 

from  forest-based  products.  And  in 
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VHERE? 


IME's  Answer  Bank  has  some  interesting 
new  facts  about  todays  travel  market. 


TIME's  Answer  Bank  is  the  largest  single 
source  of  vital  marketing  information  in  the 
magazine  industry.  There's  nothing  else  like  it. 

The  long  list  of  reports  and  data  available 
from  the  Answer  Bank  can  give  you  new 
insights  into  who  travels  where,  how  much 
money  they  have  to  spend,  and  in  what  mar- 
kets and  neighborhoods  they  are  concentrated. 
And  a  lot  more. 

Even  if  you're  a  travel  marketer  with  your 
own  extensive  data,  specialized  studies  avail- 
able from  the  Answer  Bank  might  help  you 
further  define  your  sales  potential  and  refine 
your  market  thrust. 

And  what  if  you  happen  not  to  be  a  travel 
marketer?  TIME's  Answer  Bank  can  give  you 
the  same  kind  of  information  assistance  what- 
ever your  field— financial,  beverage  alcohol, 
automotive,  you  name  it.  The  research  people 
we  use  are  the  finest  in  the  field.  Our  samples 
are  fastidiously  drawn. 

And  besides  our  array  of  market  studies, 
we  provide  an  abundance  of  "real  world"  data 
such  as  Census  and  Bureau  of  Labor  Statistics 
information.  We'll  also  provide  in-depth  analy- 
sis of  syndicated  research. 

The  adjacent  box  contains  an  example  of 
the  kinds  of  data  we  can  provide  travel  market- 
ers (and  others  with  similar  distribution  patterns 
and  customer  profiles).  If  any  is  of  interest  to 
you,  or  if  you  have  any  other  inquiries,  write 
on  your  letterhead  to  Seth  BidweO,  Director  of 
Marketing  Services,  TIME,  Time  /Life  Building, 
Rockefeller  Center,  New  York,  N.Y.  10020. 


Travel  Category  Reports 


What  Really  Deter- 
mines the  Choice  of 
an  Airline?  This  study, 
done  in  cooperation  with 
four  leading  domestic 
carriers,  explores  the  atti- 
tudes, preferences  and 
expectations  involved  in 
airline  selection. 

People  Who  Travel. 

Two  major  research 
organizations— The  Gal- 
lup Organization  and  the 
U.S.  Travel  Data  Center- 
document  the  size  and 
scope  of  the  U.S.  travel 
market  including  the 
increasing  importance  of 
the  upscale  traveler. 

First  Fleet  of  the  Carib- 
bean. A  description  of 
how  Norwegian  Carib- 
bean Lines  uses  ZIP  Mar- 
keting as  the  basis  for 
research,  sales  and  mar- 
ket planning,  and  adver- 
tising budgets. 

Profile  of  the  Profit- 
able Guest.  A  survey  of 
the  relative  importance  of 
facilities,  amenities,  and 
services  to  the  frequent 
hotel  user. 


TIME  Makes  the  Differ- 
ence. A  major  lifestyle 
study  demonstrating 
how  people  with  similar 
incomes  spend  money 
differently,  including  their 
attitudes,  opinions,  and 
beliefs  about  past  and 
future  travel. 

A  Survey  of  Caribbean 
Travel.  This  major  new 
study  reveals  how  Carib- 
bean travelers  make 
decisions  about  where  to 
go,  where  to  stay,  and  how 
to  get  there. . .  plus  what 
they'll  do  and  how  much 
they'll  spend  doing  it. 

On  the  Road:  A  Survey 
of  the  Rental  Car  Mar-, 
ket.  No  travel  market  is 
as  dominated  by  heavy 
users— upscale  and  busi- 
ness oriented— as  the 
Car  Rental  Market.  Also 
reported  are  the  attitudes, 
experiences,  and  opinions 
of  these  heavy  renters 
vis-a-vis  Rent-  A-Car 
companies. 

The  Quiet  Revolution. 

An  analysis  of  the  lifestyle 
patterns  and  demographic 
profiles  of  working  women, 
an  important  new  seg- 
ment of  the  travel  market. 
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cash  on  hand,  and  current  assets  of  SI .55 
billion  against  current  liabilities  of  S393 
million. 

If  somebody  on  your  staff  were  finally 
to  check  you  into  the  funny  farm,  the 
doctors  would  discover  that  your  com- 
pany is  Digital  Equipment  Corp.,  the  ac- 
knowledged giant  of  the  minicomputer 
industry  at  SI. 8  billion  in  revenues  and 
earning  money  hand  over  fist  (18.1%  re- 
turn on  equity),  whose  sales  grew  22.5% 
last  fiscal  year  and  are  expected  by  some 
of  the  best  analysts  on  Wall  Street  to 
grow  another  25%  to  30%  this  year. 

Now,  nobody  will  check  Kenneth  H. 
Olsen  of  Digital  Equipment  into  any  fun- 
ny farm.  He  is  a  virtual  father  figure  at 
the  company  and  is  regarded  in  the  in- 
dustry with  a  respect  bordering  on  awe. 
He  is  the  father  of  the  minicomputer  as 
well  as  the  founder  and  only  CEO  to  date 
of  his  singularly  organized  company, 
which  dominates  the  S5.5  billion  mini- 
computer industry  almost  as  solidly  as 
IBM  dominates  the  larger  mainframe 
business.  (A  minicomputer  is  a  processor 
too  small  and  too  deficient  in  storage 
capacity  to  stand  alone  as  a  complete 
computer  system.! 

But  why  is  Olsen  borrowing  so  much 
money  now-  Chilled  by  memories  of  the 
sudden  appearance  of  overcapacity  in  the 
industry  during  the  1974-75  recession, 
Olsen  deliberately  held  back  on  plant  ex- 
pansion for  two  years  through  mid- 1979. 
In  retrospect,  it  was  an  excessively  pru- 
dent decision. 

U.S.  semiconductor  manufacturers 
earlier  did  the  same  thing  for  the  same 
reason  (Forbes,  Nov  26,  1979).  Olsen 
wound  up  with  an  undercapacity  that  has 
greatly  constricted  Digital's  ability  to 
meet  demand  and  thus  could  weaken  its 
leadership  of  its  industry.  Hence,  Olsen  s 
need  to  sell  a  S400  million  convertible 
issue  in  the  worst  of  times. 

DEC's  leadership  grows  from  its  struc- 
ture; it  is  one  of  the  most  decentralized 
major  corporations  in  the  U.S.  "Most  of 
the  U.S.  corporate  world  is  organized 
from  the  top  down,"  comments  Donald 
Brown,  analyst  for  the  expensive  but 
very  knowledgeable  computer  mdustry 
research  firm,  the  Gartner  Group.  "But 
Olsen  consciously  designed  DEC  for 
ideas  to  flow  from  the  bottom  up.  I  think 
that's  necessary,  because  in  minicom- 
puters things  move  so  fast — average 
product  life-cycle  is  two  years — that  if 
you  try  to  innovate  from  the  top  of  a 
company  this  big  your  decisions  will 
probably  be  inappropriate  by  the  time 
they're  carried  out."  Brown  is  also  quick 
to  point  out  the  flaws  in  such  an  ap- 
proach: "DEC  is  on  the  leading  edge  of 
the  technology  and  grows  like  hell,  all 
right,  but  it's  organized  like  a  weed 
patch,  full  of  lacunae  and  overlaps  in  irs 
product  mix." 

Brown  is  talking  about  Digital  Equip- 
ment's famous  "matrix"  organization. 


The  company  is  organized  by  both  func- 
tions and  product  line  at  the  same  time. 
Think  of  it  as  a  miniature  economy 
rather  than  a  unitary  company.  The 
functional  divisions,  in  effect,  are  the 
service  sectors  offering  manufacturing 
space,  marketing  services,  distribution, 
engineering  and  so  forth  like  so  many 
contractors.  About  two  dozen  product 
managers,  each  in  charge  of  a  loose  line 
of  products,  are  the  entrepreneurs  in 
this  economy,  developing  their  own 
products  and  negotiating  with  the  func- 
tional divisions  to  get  the  manufactur- 
ing facilities,  software  and  so  forth  they 
need  in  competition  with  all  the  other 
product  managers. 

So  the  "function"  employees,  who  are 
most  of  the  company,  are  like  employees 


Digital  CEO  Kenneth  H  Olsen 
How  do  you  manage  a  matrix? 

in  any  good  service  business:  They  have 
two  bosses — their  supervisors  and  their 
"customers."  Both  sides  of  the  resulting 
negotiations  have  profit-and-loss  respon- 
sibility. Vast  amounts  of  executive  time 
are  spent  in  face-to-face  talks  and  in 
traveling  around  the  country  to  get  to 
them.  The  company  maintains  a  fleet  of 
nine  helicopters  and  five  airplanes  for 
the  purpose. 

"DEC  is  the  most  incredibly  demo- 
cratic thing  I've  ever  seen,"  sums  up 
Brown,  "but  it's  not  for  everybody.  Lots 
of  engineers  can't  stand  the  indefinite- 
ness  and  lack  of  structure.  There's  a  big 
emphasis  on  bargaining  skills  there  to 
survive." 

Decentralized  or  no,  top  management 
maintains  tight  financial  controls  on  this 
"weed  patch."  If  Ken  Olsen  doesn't  often 
dictate  how  DEC's  money  is  spent,  he 
retains  final  say  on  how  much  will  be 
spent.  "You  can't  order  a  box  of  paper 
clips  there  without  proving  need,"  com- 
ments Harry  Edelson,  computer  analyst 
for  Drexel  Burnham  Lambert.  This  tight- 
ness with  a  dollar,  commendable  under 
most  circumstances,  must  have  contrib- 
uted to  DEC's  reluctance  to  expand  ca- 
pacity sufficiently  during  the  tight-mon- 


ey period  of  the  late  Seventies  to  keep  i 
with  the  industry's  growth. 

Yet  in  general,  while  the  metht 
looks  messy,  the  results  in  DEC's  ca 
are  spectacular.  In  just  ten  years  DE 
has  grown  from  a  trace  element,  urn 
paratively  speaking,  to  15%  of  the  el 
tire  computer  market,  IBM  included  I 
relatively  new  VAX- 11  780,  a  compuw 
roughly  as  powerful  as  the  IBM  360s  an 
370s  that  are  still  the  giant  company 
mainstays,  opens  the  way  to  a  muq 
larger  market.  "It's  a  quarter-milhoi 
dollar  machine  that  can  be  pushed  to  d 
the  job  of  a  million-dollar  machine] 
marvels  one  computer  expert,  whl 
points  out  that  the  device  is  clearly  cm 
signed  to  accept  add-on  equipment  tha 
will  make  it  far  more  powerful  in  th 
future. 

The  VAX- 11  780  means  DEC  is  d 
croaching  on  price  and  performance  ta 
ritory  that  traditionally  was  IBM's  d< 
main,  even  as  IBM  tests  the  waters  wit 
its  own  minicomputers  in  DEC's  dc 
main.  "I  don't  worry  about  DEC,"  sal 
Brown.  "Their  own  S2  billion  marke 
may  be  opened  up  to  IBM  now,  but  th 
VAX  opens  up  a  potential  S15  bilho 
market  for  DEC." 

These  glittering  prospects  explain  Oi 
sen's  plunge  into  a  roiling  bond  mark< 
with  that  S400  million  issue  (increase 
at  the  last  minute  from  S300  million),  j 

Competitors  are  convinced  Olsen 
need  to  expand  had  become  so  urge! 
that  he  had  no  choice  but  to  go  ahead  an 
nail  down  enough  money  now. 

To  clear  the  balance  sheet  for  a  hug 
infusion  of  new  debt,  DEC  called  thi 
S250  million  in  outstanding  convertibl 
debentures  last  fall.  Digital's  existin 
hoard  of  cash — it  was  as  high  as  S43 
million  at  the  end  of  the  fiscal  year  a 
lune  30,  1979 — began  to  shnnk.  In  lane 
ary,  the  company  announced  plans  for 
million  square  feet  of  new  space,  aft< 
having  denied  such  big  plans  in  May.  A 
executive  of  a  rival  outfit  says  that  DE( 
must,  in  particular,  spend  heavily  i 
build  more  semiconductor  facilities 
"They  only  produce  about  20%  of  thei 
own  semis  now,"  he  says. 

DEC's  newly  announced  capital  spend 
ing  total  for  the  year  ending  lune  1 
already  doubles  the  previous  year's  S93; 
million,  and  there  is  obviously  mud 
more  to  come — cash  flow  from  opei 
ations  is  running  some  S3 00  million  an 
rising,  on  top  of  the  nearly  S700  milliot 
in  cash  now  on  hand. 

Besides  capital  spending,"  one  com 
petitor  reckons,  "they  'll  have  to  put  hue 
dreds  of  milhons  into  inventories  to  cu 
down  the  lead  times  on  deliveries." 

All  this  on  the  apparent  eve  of  reces 
sion.  But  DEC's  ultimate  leadership  c 
the  industry  Olsen  virtually  invented  i 
at  stake  now.  That's  why,  amid  the  fi 
nancial  markets'  disarray,  DEC  chose  c 
get  money  now  and  hang  the  price  ■ 
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How  an  industrial  product 
from  Colt  Industries 
helps  give  a  substantial  boost 
to  American  productivity. 


Mew,  super  high  speed  steels  produced  by  our  Crucible  Specialty  Metals 
Division  are  helping  the  nation's  toolmakers  turn  out  durable  metal- 
:utting  tools  that  produce  more  parts— and  produce  them  faster.  Our 
Crucible  Particle  Metallurgy  process  produces  a  completely  uniform  steel 
structure,  so  that  tools  made  from  our  CPM  steel  perform  the  same  way 
Bvery  time.  There's  longer  tool  life  and  less  tool  maintenance,  resulting  in 
significantly  higher  productivity.  With  process  and  product  improvement 
ike  this,  it's  not  surprising  that  our  Crucible  divisions  are  leaders  in  spe- 
:ialty  steels.  Or  that  Colt  Industries  is  a  leading  supplier  to  the  industrial 
sector  of  the  U.S.  economy.  For  our  latest  financial  reports,  write  Colt 
Industries  Inc,  Dept.  BB,  430  Park  Avenue,  New  York,  NY  10022. 

"airbanfcs  Morse  diesel  engines  'Fairbanks  scales  'Pratt  &  Whitney  and  Elox  production  equip- 
ment -Quincy  compressors  "Central  Moloney  transformers  'Trent  welded  stainless  steel  pipe  and 
ubing  'Crucible  permanent  magnets  and  coil  springs  'Colt  firearms  DHolley  carburetors 
Chandler  Evans  fuel  controls  'Fairbanks  Morse  pumps  □Crucible  specialty  steels  OGarlock  industrial 
seals  'Stemco  truck' products  'France  compressor  products  □Menasco  shock  mitigation  systems. 


Colt  Industries 


The  American  Worker. 


She  weaves  the  cloth  of  dresses  and  dreams. 

For  almost  100  years  now,  we've  been  insuring  • 
America's  mostvaluable  resource:  herworkers.  And 
duringall  that  time,  one  very  basic  principle  hasn't 
changed:  The  less  chance  a  worker  has  of  being  injured 
on  the  job,  the  lessyou  shouldpay  to  insure  the  worker. 

Sounds  reasonable  enough,  doesn't  it?  But  some 
employers  stillpay  too  much  for  theirWorkers'  Com- 
pensation insurance.  Often  the  reason  is  simply  that 
the  insurer  lacks  the  flexibility  to  fashion  a  Comp  pro- 
gram that  answers  every  employer  requirement,  in- 
cluding Loss  Control. 

We'dbe  happy  to  look  over  your  currentWorkers' 
Compensation  program  with  you.  Perhaps  we  can 
save  you  money. 

It's  one  more  way  we  have  to  cut  the  cost  of  busi- 
ness insurance .  There  are  many  others.  Callorwrite 
us  and  we' 11  share  them  with  you . 


A 
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Mutual 

INSURANCE  COMPANIES  WAKEFIELD  MASS  01880 

mt^S  THE  OFFICIAL  INSURANCE  SPONSOR, 
li=£&  1980  OLYMPIC  WINTER  GAMES 

Helping  America  make  intelligent  insurance  decisions  since  1887. 


i  worlds  number  one  monetary  economist  looks  at  the  perils  and 
aspects  before  us. . . . 


The  dollar, 
the  ECU,  gold  and  oil 


rt  Triffin,  now  68,  has  seen  more 
>  predictions  come  true — and  more 
s  projects  become  institutions — 
any  other  living  economist.  Born 
ducated  in  Belgium,  he  came  to  the 
:o  take  his  master's  and  doctorate  at 
ird,  and  became  an  American  citi- 
n  1942.  (When  he  uses  the  word 
'  he  means  the  U.S.)  He  worked  at 
:ederal  Reserve  Board  during  the 
then  at  the  International  Monetary 
.  As  an  adviser  to  the  European  Re- 
y  Administration  and  the  Organi- 
n  for  European  Economic  Coopera- 
in  Paris  in  the  late  1940s,  he  was 
nsible  for  organizing  and  pushing 
[gh  to  fruition  the  European  Pay- 
s  Union,  which  made  possible  the 
al  of  intra-European  trade  on  an  in- 
ingly  free  basis  through  the  1950s. 

1959  he  has  been  an  adviser  to  the 
)ean  Economic  Community,  other- 
known  as  the  Common  Market.  He 
imong  the  movers  and  shakers  of 
European  Monetary  System  which 

into  being  Mar.  13,  1979. 
1958,  when  the  dollar  bestrode  the 
imic  world  like  a  colossus,  Triffin 
^ted  that  unless  steps  were  taken  to 
itute  some  internationally  created 
ents  unit  and  reserve  asset,  the  dol- 
ould  eventually  collapse  under  the 
:n  of  its  increasing  use  as  an  international  money  and  a 
re  currency.  His  1960  book  Gold  and  the  Dollar  Crisis,  still 
nt,  laid  out  for  the  world — which  paid  attention  but  did 
ng — the  disastrous  scenario  of  the  next  two  decades, 
ce  1967,  Triffin  has  been  Frederick  W.  Beinecke  Profes- 

Economics  at  Yale.  In  1977  he  began  dividing  his  time 
;en  Yale  and  the  French-speaking  University  of  Louvain 
lgium,  his  alma  mater.  He  is  now  permanently  and  full 
at  Louvain-la-Neuve,  a  new  town  being  built  around  a 
university  center  about  20  miles  from  Brussels.  Triffin 
the  idea  of  a  shopping  center,  restaurants  and  theaters  in 
ime  complex  of  buildings  with  classrooms,  libraries  and 
mic  offices;  and  he  and  his  wife  enjoy  their  brand-new 

town  house  in  a  highly  architected  cluster  on  the  other 
if  the  little  valley,  where  birds  still  sing  at  breakfast  time, 
ill  very  modern  next  to  Yale — so  much  of  contemporary 
>e  is  beside  contemporary  America, 
tably  rumpled  and  professorial,  Triffin  works  in  a  first- 


As  I  See  It 


Economist  Robert  Triffin 


floor  office  in  the  College  Leclercq,  his 
desk  beside  a  window  looking  out  over 
the  fields.  On  the  desk  and  in  shelves 
behind  him  are  mounds  of  reports  from 
banks,  governments  and  international 
agencies,  to  keep  him  au  courant  with 
developments  in  the  world's  money  mar- 
kets— but  essentially  month-to-month 
rather  than  day-to-day,  because  his  inter- 
ests lie  in  the  operation  of  the  system 
and  its  possible  improvement,  not  in  the 
speculators'  scramblings  to  make  a  buck. 
Thus  the  transient  strength  of  the  dollar 
in  the  first  quarter  of  1980 — brought 
about  by  an  unprecedented  and  unsus- 
tainable gap  between  American  interest 
rates  and  those  in  the  stronger  currency 
countries  (on  both  a  nominal  and  a  real 
basis) — is  not  a  subject  Triffin  finds  espe- 
cially interesting. 

Early  in  April  Forbes  sent  Martin 
Mayer,  author  of  the  recent  book  The  Fate 
of  the  Dollar  (Forbes,  Apr  14)  to  learn 
Robert  Triffin's  present  view  on  the 
prospects  for  the  dollar,  the  European 
Monetary  System  and  the  international 
economy.  Arriving  late  for  the  appoint- 
ment (having  gone  to  the  wrong — the 
Flemish-speaking — University  of  Leu- 
ven),  Mayer  to  his  delight  found  Triffin 
underlining  passages  in  the  book,  which 
he  had  made  required  reading  in  a  course 
he  was  to  teach  after  the  Easter  break. 

Triffin  wished  to  speak  first  about  how  much  he  had  enjoyed 
reading  the  book,  partly  because  it  was  rough  on  some  friends 
who  he  thought  deserved  rough  handling.  "Most  economists 
today,"  he  said,  "are  trying  to  explain  and  justify  whatever 
happened  and  whatever  policies  were  taken.  When  they  have 
to  give  advice,  I  think  that  most  of  the  time  my  economist 
friends  change  into  psychoanalysts.  They  put  their  minister  of 
finance  on  the  couch,  so  to  speak,  and  try  to  see  what  kind  of 
advice  they  will  accept,  because  if  their  advice  is  not  accepted, 
in  the  end  they  will  be  out.  I  do  not  think  they  do  it  conscious- 
ly— I'm  sure  they  are  honest  with  themselves— but  there  is  still 
that  tendency  to  rush  first  to  the  second-  or  third-best  advice 
in  order  to  get  the  advice  that  will  be  accepted.  If  you  are 
outside  the  government,  you  should  resist  very  strongly  that 
kind  of  temptation." 

For  all  his  disapproval  of  the  policies  that  have  been  followed 
in  recent  years  in  the  U.S.  and  elsewhere,  Triffin  maintains  an 
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optimistic  temperament.  He  remembered  that  years  ago,  in 
response  to  cheerless  assessments  of  the  prospects  for  his 
European  Payments  Union,  he  had  given  a  speech  at  the 
Congress  of  Economists  in  Paris.  "Everybody  was  very  compli- 
mentary," he  recalled,  "but  the  old  chairman  of  the  meeting, 
M.  Rappart,  said,  'Mr.  Triffin,  all  this  is  extremely  encourag- 
ing, but  I  have  a  beard  and  you  don't.  You  are  a  young  man.  I 
can  tell  you  that  none  of  that  will  ever  happen.  It  is  too  good  to 
be  true.  It  will  not  come.  It  will  not  happen.'  I  thanked  him 
very  much  for  his  kind  words,  but  then  added,  'If  I  were 
primarily  concerned  with  predicting  the  future,  I  would  prob- 
ably have  nine  chances  out  of  ten  to  be  right  by  being  pessimis- 
tic, but  I  would  prefer  to  be  wrong  nine-tenths  of  the  time  in 
my  forecasts  and  one  time  in  ten  to  have  helped  build  a  better 
future  rather  than  simply  going  to  the  slaughterhouse.'  "  His 
main  concern,  he  added,  is  still  to  try  to  see  how  we  could 
improve  prospects  which  generally  look  extremely  grim,  espe- 
cially today.  What  follows  has  been  edited  from  a  tape  of  that 
interview. 

Mayer:  Where  do  you  see  the  opportunities  today?  How  is  it 
going  to  be  worked  out,  if  it  is  going  to  be  worked  out? 
Triffin:  Well,  I  think  the  main  opportunity  today  is  this:  that 
we  have  finally  developed  a  common  awareness  in  the  U.S.  and 
in  Europe  of  certain  policies  which  will  benefit  both  sides. 
People  have  come  to  realize  that  the  dollar  is  very  much 
undervalued  already.  When  I  make  popular  talks  about  it,  I  give 
an  example  which  is  much  more  striking  than  any  of  the 
esoteric  calculations  people  usually  make.  I  say,  "Look,  for  20 
or  30  years  living  in  the  U.S.,  I  waited  until  I  came  to  Europe 
every  year  to  buy  a  suit  for  one-half  of  what  I  would  have  paid 
in  New  York.  Now,  living  in  Belgium,  I  wait  until  I  go  to  the 
U.S.  to  buy  a  suit,  literally  for  half  the  price  I  would  pay  in 
Brussels.  Even  a  British  suit,  which  should  be  cheaper  here, 
costs  twice  as  much  as  the  price  I  paid  in  New  Haven." 

Let  me  add  one  thing,  though.  It  is  true  that  although 
undervalued,  vastly  undervalued,  the  dollar  may  still  in  some 
ways  be  overpriced.  It  is  something  very  similar  to  what  has 
happened  on  the  stock  market.  Undoubtedly  stock  prices  are 
very,  very  much  below  what  should  normally  be  expected,  but 
this  is  due  in  part  at  least  to  the  fact  that  people,  private 
individuals,  are  getting  out  of  the  stock  market.  A  large  part  of 
the  normal  market  has  disappeared.  The  same  thing  has  hap- 
pened to  international  demand  for  the  dollar.  Ten  years  ago, 
every  firm  abroad  and  in  the  U.S.  kept  their  working  funds  in 
dollars.  Today,  they  want  to  diversify,  and  every  corporate 
treasurer  worth  his  salt  has  to  look  every  morning  where  his 
funds  will  go.  This  means  that  a  large  part  of  what  was  the 
normal  demand  for  the  dollar  has  disappeared.  Therefore  the 
dollar  may  be  undervalued  and  at  the  same  time  overpriced, 
because  of  the  structural  change  in  the  market. 
Mayer:  One  thing  that  im- 
pressed me  when  I  was  talking 
with  some  of  the  financial  man- 
agers of  the  big  corporations 
was  that  it  is  not  only  a  matter 
of  where  they  choose -to  hold 
their  assets  but  also  a  question 
of  what  currency  they  choose  to 
borrow.  Over  the  course  of 
time,  they  kept  borrowing  dol- 
lars because  it  was  their  feeling 
that  it  would  be  cheaper  to  re- 
pay dollars. 
Triffin:  Yes. 

Mayer:  And  that  has  swung  this 
year,  at  least  for  the  time  being. 
Perhaps  the  greatest  source  of 
strength  for  the  dollar  in  the  last 
couple  of  months  has  been  that 
these  treasurers  have  decided 
that    they   can   borrow  more 


Terms 


The  general  reader  may  need  two  terms  of  art  for 
what  follows.  The  ECU  is  the-  European  Currency 
Unit,  at  present  mostly  an  accounting  device  pre- 
senting the  averaged  exchange  value  of  a  basket  of  all 
the  Common  Market  currencies  except  the  pound, 
weighted  according  to  their  economic  importance. 
Triffin  foresees  much  greater  uses  for  it.  The  SDR  is 
the  Special  Drawing  Right  of  the  International  Mon- 
etary Fund,  a  basket  of  16  currencies  from  the  na- 
tions that  provide  1%  or  more  of  world  exports, 
weighted  according  to  the  value  of  those  exports. 
The  books  of  all  international  agencies  are  kept  in 
SDRs,  and  lending  by  the  World  Bank  and  the  IMF  is 
denominated  in  SDRs.  The  U.S.  government  official- 
ly foresees  much  greater  uses  for  SDRs.— MM 


cheaply  in  other  currencies. 

Triffin:  Let  me  add  here  a  political  factor.  I  have  very  clo 
relations  with  the  Kredietbank  of  Luxembourg,  where  I  havt 
very  good  friend  who  is  placing  bonds  in  Scandinavia  f 
various  major  cities.  He  points  out  that  although  they  cou 
borrow  far  more  cheaply,  everything  considered,  in  weak 
currencies  or  in  units  of  account,  they  preferred  to  borrow 
marks  or  in  Swiss  francs.  Now,  the  costs  of  repayment  w: 
be — certainly  have  been — much  higher  because  of  changes 
exchange  rates.  But  for  the  political  authorities  of  the  city,  th 
is  not  the  primary  consideration.  They  like  to  boast  that  thd 
have  a  good  credit  standing,  that  they  can  borrow  at  5%  or  6°J 
In  fact,  their  borrowing  will  cost  them  much  more  eventual! 
but  politically  this  is  not  perceived  by  the  public.  And  thereto 
there  is  a  tendency  to  borrow  in  marks,  in  Swiss  francs  and; 
on,  rather  than  in  dollars  or  obviously  in  lire. 
Mayer:  In  1978,  they  would  not  have  been  willing  to  run  t! 
exchange-rate  risk. 

Triffin:  One  of  the  two  main  reasons  for  the  European  Mom 
tary  System  was  this,  really.  Number  one  was  that  Europe  wj 
depending  entirely  on  the  dollar  for  settlements,  reserve  acci 
mulations  and  so  on,-  and  the  dollar  was  becoming  less  and  lei 
acceptable  in  that  role.  You  can  see,  for  instance,  the  tremej 
dous  exchange  losses  made  by  the  Germans,  really  more  tha 
their  total  monetary  reserves  in  1969.  lust  straight  bookkeq 
ing  losses  on  their  dollars. 

The  second  reason,  and  the  one  which  was  really  the  mos 
important,  was  this:  that  each  time  there  was  a  dollar  ensi 
there  was  a  different  reaction  in  different  countries.  Tho< 
most  concerned  about  inflation,  say  the  Germans,  would  sto 
buying  dollars  and  let  their  currency  go  up.  Others  moi 
concerned  about  their  exports  or  their  economic  activity  an 
employment  and  so  on  would  not  want  their  currency  1 
appreciate,  and  would  tend  to  remain  closer  to  the  dollar. 

The  result  of  this  was  that  when  something  happened  to  th 
dollar,  you  had  changes  in  the  exchange  rates  among  Europea 
currencies.  And  the  share  of  European  countries'  exports  goj 
to  each  other  is  on  the  average  7  times  or  more — 10  times  k 
Belgium — the  share  of  their  exports  going  to  the  U.S.  They  ha 
to  ask,  is  it  possible  to  avoid  these  disruptions  of  intra-Europi 
an  exchange  rates?  People  came  to  realize  that  somethin 
could  be  done  in  that  respect. 

On  this  question  of  the  dollar  exchange  rate,  Europeans  hai 
come  to  consider  that  if  the  undervalued  dollar  were  to  g 
down  further  and  become  vastly  overcompetitive,  this  wou! 
be  terrible  for  their  own  enterprises.  Daimler-Benz,  for  n 
stance,  starts  every  year  in  its  annual  report  with  a  vei 
striking  chart  showing  the  costs  of  a  German  car  entering 
foreign  market  and  the  cost  of  a  foreign  car  entering  th 
German  market,  as  the  result  of  the  change  in  exchange  rati 

They  feel  that  if  we  were  to  1 
further  in  that  direction,  protei 
tion  would  become  unavoidable 
and  they  don't  want  it. 

It  is  true  also  in  the  U.S.  thl 
we  have  come  to  realize  that  th 
further  depreciation  of  the  dd 
lar  is  by  no  means  the  sort  j 
blessing  which  (former  Treasul 
Secretary]  Mr.  Blumenthal  sal 
in  it  previously.  So  there  is 
common  basis  for  poliJ 
Things  are  improving  now,  o{ 
viously,  but  I  think  that  we  ar 
still  faced  with  the  problem  c 
some  deficits  which  will  have  t 
be  financed  willy-nilly  in  part  i 
least  by  the  surplus  countries.! 
Mayer:  But  the  surplus  cout 
tries  right  now  are  almost  exclij 
sively  the  oil-exporting  coun 
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"It  is  true  that,  although  vastly  unde> 
priced  because  of  structural  change  in 


,  aren't  they? 
in:  I  would  hope  that 
iuld  be  possible  some- 

to  associate  the  oil- 
ucing    countries  in 

joint  defense  of  ac- 
ible  dollar  rates.  But 
i  has  to  be,  of  course, 
;ment  on  both  sides 
e  Atlantic.  We  cannot 
ack  to  the  Snnthson- 

Agreement  under 
:h  the  dollar  was  sup- 
i  to  be  defended  ex- 
vely  by  foreign  coun- 

and  we  would  take 
merest  in  it.  What 
Id  make  such  a  policy 
ble,  of  course,  are  the 
jures  of  Nov.  1,  1978, 
:h  were  a  total  rever- 
f  previously  pursued  policies. 

er:  That  reversal  followed  a  year  of  real  disaster  for  the 
ange  value  of  the  dollar.  Our  position  through  that  awful 
had  been  that  we  would  leave  the  value  of  the  dollar  to  the 
■mination  of  the  markets,  and  would  intervene  in  the 
cets  only  "to  correct  disorderly  conditions."  Then,  over- 
t,  we  admitted  that  we  had  an  obligation  not  to  let  the 
r  fall  too  far,  and  to  take  the  risks  ourselves.  We  agreed  to 
vene  in  the  markets  with  foreign  moneys  we  would 
)w  for  the  purpose;  we  agreed  to  borrow  that  money  in  the 
^ets  of  the  strong-currency  countries  rather  than  from 

central  banks;  and  we  agreed  to  denominate  those  bor- 
ngs  in  their  currencies,  so  that  if  the  dollar  fell  we,  rather 

they,  would  be  stuck  with  the  losses, 
in:  Those  were  three  major  changes.  As  I  pointed  out  at 
ime,  I  considered  that  a  fourth  measure  should  be  taken  as 
as  feasible:  that  it  would  be  more  acceptable  to  us  finan- 
y — and  especially  politically — to  denominate  some  of 
i  borrowings  in  European  currency  units  (ECU,  see  box,  p. 
rather  than  in  national  currencies  like  the  deutsche  mark 
use,  since  it's  an  average,  the  ECU  entails  less  of  an 
ange  risk  than  individual  currencies.  You  will  have  fewer 
ange  losses  than  if  you  are  borrowing  in  a  currency  that 
xiates.  Moreover,  instead  of  making  the  dollar  look  like  a 
of  satellite  of  the  mark,  borrowing  in  ECU  would  be  a 
:acular  demonstration  of  the  willingness  of  the  U.S.  to 
erate  with  Europeans  in  the  rebuilding  of  the  international 
etary  system. 

>w,  all  this  is  in  terms  of  borrowing  to  finance  a  tapering 
deficits.  But  the  deficits  really  have  to  taper  off.  I  believe 
some  of  the  policies,  especially  the  Volcker  package  of 
ber  1979  and  the  policies  taken  since  then,  seem  to  me  to 
given  at  least  confidence  to  Europeans  that  it  is  not 
ly  throwing  good  money  after  bad,  that  there  is  a  chance 
lis  policy  to  succeed.  That  is  why,  you  see,  I  have  reasons 
ptimism.  But  I  still  have  a  great  pessimism  about  our 
;  able  to  implement  the  policies. 

?r:  It  seems  to  me  that  we  have  three  rather  different 
tions.  One  is  the  purchasing  power  parity  question  that 
'aised  initially,  about  where  one  buys  things  cheaply  and 
'hich  currency.  The  second  is  the  short-term  capital 

n:  Yes,  at  the  moment.  .  .  . 

it:  And  the  third  is  the  official  intervention  question  and 
;oordination  of  the  different  governments.  One  likes  to 
c  that  the  world  is  intelligent  enough  that  over  a  period  of 
,  purchasing  power  parity  questions  are  important.  But 
authorities  in  this  field  keep  saying  that  this  is  out  of 

n:  .  .  .  difficult  to  calculate,  and  so  on.  And  in  any  case  it 


■rallied,  the  dollar  may  still  he  over- 
the  market. " 


is  true  that  in  the  immedi- 
ate future,  as  in  the  recent 
past,  capital  movements 
have  overwhelmed  the 
whole  exchange  rate  situ- 
ation. This  is  contrary  to 
the  predictions  made 
when  we  adopted  floating 
rates.  Then,  you  remem- 
ber, all  the  economists  as 
one  man  were  saying  this 
wTill  finish  speculation.  I 
must  say,  I  said  the  oppo- 
site at  the  time.  I  said  that 
floating  rates  would  force 
into  the  exchange  rate 
market  a  daily  speculation 
from  ten  times  more  peo- 
ple than  before  because,  as 
I  mentioned,  every  trea- 
surer now  had  to  look  ev- 
ery day  to  decide  where  to  put  his  currency. 
Mayer:  And  much  of  his  borrowing  is  on  a  30-,  60-,  90-day 
basis.  So  that  if  he  believes  the  exchange  rates  are  credible  or 
will  not  go  to  his  disadvantage  quickly,  then  he  can  shop  for 
the  lowest  interest  rate  and  have  some  safety. 
Triffin:  Sure. 

Mayer:  It  certainly  has  been  happening  to  us  in  1980  that  you 
can  borrow  marks  for  9%  or  10%  annual  rate  under  the  rate 
that  it  costs  you  to  borrow  dollars.  If  it  looks  to  you  that  in  30, 
60,  90  days  the  mark  will  not  appreciate  vis-a-vis  the  dollar, 
then  you  flood  into  borrowing  marks  and  converting  into 
dollars. 

Triffin:  We  must  welcome  a  lesser  use  of  the  dollar  in  intra- 
European  settlements.  And  negotiations  with  the  Europeans 
about  the  dollar  overhang  really  could  proceed  on  the  basis  that 
reluctant  dollar  holders  could  be  offered  not  only  Special  Draw- 
ings Rights  as  a  substitute  but  ECUs.  Some  who  would  not  be 
willing  to  take  SDRs  would  be  willing  to  take  ECUs. 

Now  we  have  a  new  instrument — FECOM,  the  European 
Fund  for  Monetary  Cooperation.  The  initials  are  EFMC  in 
English,  but  in  French  they  are  FECOM,  and  I  always  use  those 
because  it  is  easier  to  pronounce.  FECOM  could  be  the  means 
for  having  central  banks  deal  with  the  dollar  overhang.  They 
could  deposit  some  of  their  dollars  with  the  European  Mone- 
tary Fund  and  get  in  exchange  ECUs,  which  would  remain 
perfectly  liquid  as  far  as  they  are  concerned.  If  they  have  a 
deficit  next  year  in  Europe,  they  can  use  their  credit  simply 
through  bookkeeping  entries  in  the  book  of  FECOM.  You  do 
not  have  to  touch  the  dollar — FECOM  has  got  the  dollar,  and  it 
can  stay  there.  The  U.S.  would  have  a  debt  in  ECU  rather  than 
in  dollars.  I  have  been  suggesting  that  these  dollar  holdings  of 
the  FECOM  or  the  European  Monetary  Fund  could  be  ex- 
pressed in  the  form  of  consols,  rentes  perpetuelles,  which  was  a 
prestigious  instrument  in  the  19th  century.  It  would  mean  that 
as  long  as  we  pay  the  normal  interest  rates  on  ECU  and  give  an 
exchange  guarantee,  people  would  be  quite  willing  to  hold 
them.  There  would  be  no  imperative  repayment  date. 
Mayer:  How  would  the  interest  rate  on  ECU  be  determined-' 
Triffin:  Oh,  that  is  determined  now,  really.  It  is  essentially  the 
weighted  average  of  interest, rates  in  the  various  countries,  the 
countries  whose  currencies  are  part  of  the  ECU  package.  As 
you  know,  the  Germans  are  about  33%,  the  Belgians  7%.  .  .  . 
Mayer:  Would  you  see  also  a  private  use  of  ECU-denominated 
instalments? 

Triffin:  Yes,  very  much  so.  This  is  what  I  have  been  discussing. 

As  a  package  of  currencies,  the  ECU  has  certain  disadvantages 

in  that  any  time  any  one  currency  moves  it  affects  the  value  of 

the  average,  and  therefore  the  value  of  the  ECU. 

Mayer:  That's  the  basket  problem,  always. 

Triffin:  But  in  spite  of  that,  it  can  work.  When  I  arrived  here  in 
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Belgium  at  the  end  of  1977,  the  prospects  for  any  move  toward 
a  European  Monetary  Union  were  absolutely  grim.  When  Roy 
Jenkins  |as  president  of  the  Commission  of  the  European 
Communities!  made  his  first  proposals,  the  Economist  said  it 
was  "a  bridge  too  far."  I  myself  wrote  an  article  in  The  Financial 
Times  which  I  entitled  "A  bridge  to  build."  It  is  not  too  far.  It 
has  to  be  built  still 

Given  the  total  pessimism  at  that  time  about  official  action, 
the  European  League  for  Economic  Cooperation,  which  in- 
cludes many  of  the  big  European  enterprises,  and  particularly 
European  banks,  asked  me  to  present  a  complete  proposal  to 
indicate  what  the  private  banks  could  do  to  help  move  toward 
European  monetary  integration.  In  this  pessimistic  atmo- 
sphere, I  suggested  that  they  should  simply  adopt  as  a  unit  for 
some  of  their  transactions  the  ECU,  which  already  existed.  (It 
was  not  called  the  ECU  at  that  time.  It  was  the  European  Unit 
of  Account  of  the  Community,  but  it  is  the  same  thing,  really  ] 
There  already  existed  at  that  time  a  market  of  about  S500 
billion  of  assets  and  liabilities  of  European  commercial  banks, 
which  were  expressed  not  in  the  currency  of  the  country,  but 
in  Eurodollars,  Euromarks,  Euro  Swiss  francs,  and  so  on. 

I  said,  "Look,  obviously  when  you  try  to  arrange  credits,  the 
people  would  like  to  have  deposits  in  deutsche  marks  because 
that  seems  best  for  the  lender.  But  they  try  to  borrow  in  lire, 
because  this  is  best  for  the  borrower.  You  have  to  match  these 
operations  in  the  end.  What  about  adding  the  ECU  to  the  list  of 
Eurocurrencies?  Whatever  transactions  you  now  do  in  Euro- 
currencies could  be  done  in  ECU,  and  it  could  avoid  windfall 
losses  or  windfall  profits  for  the  creditor  or  the  debtor." 

Well,  to  my  utter  amazement,  really,  this  was  approved  at  a 
single  meeting  of  the  monetary  committee  of  the  League, 
unanimously.  In  one  day.  And  then  in  order  to  accelerate  the 
thing,  they  decided  not  to  send  it  as  a  paper  to  the  Council, 
which  was  meeting  in  fact  the  next  day.  They  immediately 
went  to  the  Council  and  got  the  approval  of  the  League.  After 
that  a  number  of  banks,  particularly  in  Belgium,  announced 
that  they  would  be  ready  to  open  accounts  in  ECU.  And  there 
are  such  accounts.  I  myself  have  an  account  in  ECU. 
Mayer:  Do  you,  reallv? 
Triffin:  Yes. 

Mayer:  I  can  go  into  a  Belgian  bank  today  and  open  an  account 
in  ECU-  What  currency  do  you  put  in  to  establish  it? 
Triffin:  Any  currency,  at  the  exchange  rate  that  day. 
Mayer:  And  they  will  convert  my  currency  to  ECU? 
Triffin:  I  keep  my  account  in  ECU.  This  pays  now  11%  or  so; 
that  is  the  average  interest  rate  of  the  European  countries. 
When  I  want  to  be  paid,  of  course,  I  am  paid  in  an  individual 
currency  on  the  basis  of  the  exchange  rate  at  that  time. 
Mayer:  We  have  two  necessities  here.  One  is  that  there  will  be 
people  willing  to  hold  accounts  in  ECU.  The  other  is  that  there 
will  be  people  willing  to  borrow  in  ECU. 
Triffin:  Exactly. 

Mayer:  The  two  must  move,  both  at  once. 
Triffin:  You  have  put  your  finger  on  it.  And  this  was  the  main 
problem.  They  had  expected,  rightly,  to  be  faced  immediately 
with  more  deposits  in  ECU  than  borrowers  in  ECU.  But  the 
way  they  get  out  of  this  problem  is  this:  If  they  receive,  let's 
say,  10  million  in  ECU,  and  are  able  to  lend  only  4  million, 
there  are  6  million  left.  They  slice  the  sausage,  divide  it  among 
the  various  national  money  markets  in  the  same  portion  of 
their  currencies'  participation  in  the  ECU  package.  So  they 
place  33%  of  it  in  Germany,  7%  in  Belgium  and  so  on.  They 
can  cover  themselves  pretty  fully  against  exchange  risks  that 
way.  Now  the  next  step,  however,  which  is  what  we  will 
discuss  at  our  next  conference  in  June,*  is  that  when  a  custom- 
er has  to  cash  his  ECUs,  he  has  to  cash  them  in  a  national 
currency.  If  he  cashes  in  order  to  make  a  payment  to  somebody 
else,  well,  he  has  to  go  through  the  exchange-rate  operation 
twice.  What  I  am  trying  to  do,  what  I  have  suggested  and  what 

'A  seminar  on  international  monetary  relations  under  Triffin  s  chairmanship,  to  be 
held  at  the  I  niiersity  of  Louiatn  under  a  grant  from  the  Ford  Foundation 
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we  are  trying  to  develop,  is  that  they  should  be  able  to  mak 
vraimenl  transfers  simply  in  ECU.  Now,  if  it  is  in  the  sam 
bank,  there  is  no  problem,  of  course. 

Mayer:  To  use-  the  ECU  as  a  unit  of  payment  as  well  as  a  unit  ( 

account. 

Triffin:  Yes.  For  instance,  if  I  am  a  customer  of  Kredietbanl| 
and  you  are  a  customer  of  the  Kredietbank  and  you  are  inteJ 
ested  in  ECU,  I  can  transfer  my  ECU  to  you.  No  problem.  Yo 
do  not  have  to  go  through  any  exchange  operation  at  all.  Noi 
what  we  are  examining  is  the  possibility  of  having  this  tranS 
ferability  accepted  by  a  group — by  various  groups — of  banki 
One  of  the  maior  British  banks  has  also  asked  as  to  how  w 
could  use  this  for  bond  operations,  and  also  for  traveler) 
checks,  have  traveler's  checks  in  ECU. 

Mayer:  Presumably  there  is  a  drought  possibility  and  a  flooi 
possibility.  The  flood  possibility  is  that  the  Saudis  miglj 
decide  that  they  would  be  happy  to  accept  payment  for  oil  v 
ECU,  and  then  suddenly  the  entire  nature  of  this  market  woulj 
change  because  of  the  volume  of  transactions. 
Triffin:  That's  right.  Very  much  so.  I  just  had  a  correspondeno 
with  the  Saudi  Monetary  Agency.  We  will  have  presumably 
representative  of  some  of  the  Gulf  countries  attending  th 
meeting.  They  are  interested.  You  know  they  are  trying  t 
constitute  a  currency  package  now.  It  is  something  that  is  no 
totally  unthinkable.  Now,  as  far  as  we  are  concerned,  th 
question  of  using  the  ECU  in  transactions  with  non-Europt 
ans,  nonmembers  of  the  Community,  provokes  two  views 
Some  people  would  be  delighted,  of  course.  They  would  fee 
that  instead  of  accumulating  their  investment  in  the  U.S.,  th 
Gulf  countries  would  accumulate  their  surpluses  in  ECU  an 
therefore  this  would  facilitate  the  settlement  of  Europeai 
deficits  with  the  Gulf  countries. 

Mayer:  Let  me  pull  you  back  a  step.  We  were  talking  earhe 
about  the  possibility  that  the  European  Monetary  Systeu 
might,  when  the  private  market  again  wants  to  cash  in  it 
dollars,  absorb  some  of  the  dollar  overhang  and  issue  ECU  ii 
return.  We  then  move  into  a  private  market  for  ECU,  and 
possible  external  use.  There  would  be  in  even-one's  mind  th 
worry  that  you  were  substituting  the  weakness  of  the  ECU  fo 
the  weakness  of  the  dollar  by  generating  too  many  of  then 
through  a  substitution  mechanism. 

Triffin:  Exactly.  That  is  why  I  am  not  in  favor  of  this  as  a  basi 
feature  of  the  system.  In  the  long  run,  we  claim  that  we  wan 
to  phase  out  the  dollar  as  well  as  gold  in  favor  of  the  SDR  as  th 
world's  resene  asset.  If  we  implement  that,  there  should  be  r* 
room  for  the  ECU,  no  more  than  for  the  dollar  or  the  pounc 
But  in  the  short  term.  .  .  . 

Mayer:  The  creditor  must  be  willing  to  accept  what  you  put  up. 

Triffin:  As  long  as  this  is  not  done,  it  is  inevitable  that  th 

ECU  will  rival  the  dollar,  and  this  may  possibly  accelerate  th 

negotiation  of  the  real  worldwide  unit  of  account. 

Mayer:  Have  you  felt  that  the  U.S.  really  has  wished  to  see  th 

dollar  phased  out  and  the  SDR  replacing  it — or  has  it  all  bed 

rhetorical? 

Triffin:  Let  me  mention  here  a  telling  anecdote  in  that  respect 
On  May  15  and  16,  1978,  there  was  a  meeting  in  New  Yod 
with  a  great  panel  of  experts  on  international  exchange  rate 
and  so  on.  Answering  a  question  here  Tony  Solomon  [thei 
U.S.  Undersecretary  for  Monetary  Affairs]  said  that  of  cours 
we  were  absolutely  determined  to  make  the  SDR  the  pnmar 
means  of  settlement  and  resene  accumulation.  But  of  coura 
without  eroding  in  the  slightest  the  value  of  the  dollar  in  thi 
respect.  That  was  worse  than  the  squaring  of  the  circle — it  wa 
a  sheer  contradiction.  But  since  then,  he  has  done  exactly  th 
opposite  and  has  indicated  some  willingness  and  desire  even  o 
move  in  that  direction. 

Mayer:  We  come  back  to  the  question  of  how  more  deficits  an 
to  be  financed  and  what  means  of  settlement  exist.  And  t< 
what  extent  a  country's  domestic  economic  policies  are  to  b 
influenced  by  the  need  to  make  a  balance  at  the  end. 
Triffin:  Yes,  but  here  also  something  has  changed.  Until  a  fev 
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land,  US  companies' 
profits  have  soared  to 
more  than  twice  the 
European  average. 

The  average  annual  return  on  investment  for  the  last  five  years  for 
US  manufacturers  investing  in  the  Republic  of  Ireland  was  29.9%. 
This  compares  with  a  European  Common  Market  average  of  14.2%. 

Since  1974  the  profitability  of  US  companies  has  been  higher  in 
Ireland  than  in  any  other  country  in  Europe. 


REPUBLIC  OF  IRELAND 

The  most  profitable  industrial  location  in  Europe. 

S  Department  of  Commerce  statistics  for  the  period  '74-78  show  a  29.9%  average  annual  return  on  investment  for 
S  manufacturers  located  in  the  Republic  of  Ireland— more  than  twice  the  European  average. 

DlA  Ireldnd  (ft  The  Irish  government's  industrial  development  agency  has  offices  in  NewYork,  Tel  (212)972-1000; 
iustr.al development authorit.       Chicago,  Tel  (312)644-7474;  Houston,  Tel  (713)  658-0055;  Los  Angeles,  Tel  (213)  624-1024;  Cleveland, 
1  (216)8610305;  Santa  Clara,  Tel  (415)8541800;  Boston,  Tel  (617)3678225;  Toronto,  Tel  (416)3647478.  Overseas  offices  also  in 
"nsterdam,  London,  Paris,  Cologne,  Stuttgart,  Copenhagen,  Milan,  Madrid,  Tokyo  and  Sydney. 
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EATON  MEANS 
ADVANCED  TECHNOLOGY 
INDUSTRY 
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Rare  yttrium-iron-garnet  crystals  (YIGs)  are  grown 
at  Eaton's  laboratories  in  Sunnyvale,  California.  Cut  into 
hundreds  of  tiny  bits  which  are  sphered  and  polished,  the 
YIGs  become  essential  components  of  the  microwave 
instruments  which  Eaton  produces  and  sells  to  the 
communications  and  test  instrumentation  industries.  For 
further  details  write:  Eaton  Corporation,  World  Headquarters, 
100  Erieview  Plaza,  Cleveland,  Ohio  44114. 


DURING  THE  PAST  FIVE  YEARS,  EATON: 

'c  •       '        ■   ■ ' 

Spent  over$1  billion  oh  research,  f'-:'  ■:[  X-^^-^u- 
development  and  expansion  v'y  'Jf?':_ 

Introduced  over  1 ,000  new  products  or 
major  improvements  to  existing  products 

Entered  the  electronics  industry  in  a 
substantial  way 

Almost  doubled  annual  sales,  to  more 
than  $3  billion 

Increased  annual  earnings  at  a  compound 
average  annual  rate  of  12% 

...  at  Eaton,  the  use  of  technology 
means  increased  customer  satisfaction. 
And  corporate  growth. 
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months  ago,  we  were  convinced  that  all  this  depended  on  us. 
As  long  as  we  refused  to  phase  out  the  dollar,  it  would  not  be 
phased  out.  Now  I  think  we  are  less  certain  of  that,  because 
after  all  the  creditor  is  not  compelled  to  take  dollars  and  may 
insist  on  being  paid  in  something  else. 

Mayer:  Right  now,  from  the  point  of  view  of  the  Europeans, 
the  strength  of  the  dollar — due  to  short-term  capital  flows, 
high  interest  rates — has  made  a  problem  for  them.  I  think  their 
desire  to  be  cooperative  has  improved.  But  I  still  have  this 
image  of  the  world  carrying  a  lot  of  liquid  in  a  shallow  pan — it 
seems  to  me  an  accurate  image  for  the  monetary  system  in  the 
last  few  years. 
Triffin:  Yes. 

Mayer:  When  you  begin  to  move,  the  liquid  slops  over  some- 
where. So  now  we  have  this  situation  where  everyone  wants  to 
slop  into  dollars  because  of  the  very  high  interest  rates.  When 
our  interest  rates  start  to  go  down,  do  we  confront  the  danger 
that  we  have  reconstituted  the  hot  money  problem  of  three 
years  ago — and  suddenly  there  can  be  this  terrible  run  on  the 
dollar  again? 

Triffin:  Of  course.  For  a  while  early  this  year  both  the  dollar 
and  gold  moved  up  together.  Now,  that  was  rather  exceptional. 
Normally  when  gold  goes  up  the  dollar  goes  down,  and  vice 
versa.  They  moved  up  together.  Why?  In  part,  as  you  say, 
because  of  the  interest-rate  problem.  But  secondly  because  of 
the  fear  of  an  immediate  war.  There  are  lots  of  people  who  had 
their  money  in  Switzerland  who  decided  that  this  was  no 
longer  a  safe  place  in  case  of  war. 
Mayer:  Switzerland  is  near  Yugoslavia. 

Triffin:  And  if  there  is  a  detente,  politically,  as  I  think  there 
will  be,  I  do  not  foresee  an  immediate  world  war  about  Af- 
ghanistan, really,  and  if  something  is  done  in  the  end  about  the 
interest  rates,  that  movement  might  very  well  be  reversed.  It 
has  already  been  reversed  to  some  extent  about  gold.  Nobody 
wants  to  be  the  last  one  holding  the  bag.  The  same  thing  may 


happen  to  the  dollar,  really. 

Mayer:  And  it  will  be  very  difficult  for  any  American  govei 
ment  to  maintain  high  interest  rates  into  a  recession,  with 
the  costs  that  would  imply,  domestically,  in  employment  a: 
output.  It  would  seem  to  me  that  the  need  for  coordinate 
among  the  policies  of  the  larger  countries  and  the  strong 
currencies  is  still  ahead  of  us.  Presumably,  somebody  must 
ready,  when  the  market  turns,  to  intervene  more  strongly  thi 
ever  before. 

Triffin:  Exactly.  One  of  the  things  I  find  most  unacceptable! 
the  present  situation  is  this  upward  race  of  interest  raw 
Nominal  interest  rates  are  very  high  everywhere — from  9Vi\ 
short  term  in  Germany,  up  to  20%  in  the  U.S.  But  you  shoul 
deduct  from  the  interest  rate  the  change  in  the  cost  of  living, 
inflation.  This  means  still  that  in  Italy  the  real  interest  rate 
-4.6%;  in  the  U.K.  -0.3% ;  but  in  Belgium  +9.9%,  in  Germaj 
+4.5%,  in  Denmark  +3.5%.  This  makes  absolutely  no  senj 
It  cannot  be  sustainable. 

To  my  mind,  I  think  we  could  take  a  lesson  from  the  Frenc 
The  main  thing  is  to  limit  the  rate  of  expansion  of  credit.  If  y( 
could  have  some  sort  of  ceiling  on  credit  expansion,  wj 
enough  flexibility  and  escape  clauses  to  take  care  of  immedia 
problems,  then  the  interest  rate  would  not  be  pushed  up.  n 
might  even  have,  although  it  is  hard  to  conceive,  some  ceili 
on  interest  rates  as  well  as  on  wages  or  prices.  You  can  haves 
incomes  policy  applying  to  interest  rates,  too.  We  must  Id 
inflation  quickly — it  has  lasted  too  long.  Killing  it  quickly  wi 
be  far  less  painful  than  killing  it  slowly. 

What  matters  is  to  be  able  to  reduce  the  expansion  of  tl 
rate  of  lending,  and  this  could  be  done  through  direct  measure 
rather  than  through  interest  rates.  This  is  what  the  French  cj 
encadrement  du  credit.  I  will  not  pretend  to  give  you  ai 
definite  answers  on  this.  I  know  it  is  terribly  difficult.  It  w: 
take  a  long  time  to  negotiate.  But  I  think  that  any  one  count 
could  start,  and  I  think  really  we  might  consider  it — but,  agai 


That's  a  Butler  building?' 


H.;    Yes.  that  is  a  Butler  building, 
v  ;  .  In  fact,  you  probably  see 
;  beautiful  Butler  buildings  all  the 
time  and  don't  know  it. 

Because  Butler  buildings 
offer:  total  design  flexibility  and 
can  be  as  tasteful  and  dramatic 
as  aViy  building. 


Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about 
energy-saving  Butler  buildings, 
call  the  local  independent 
contractor  who  can  build  one 
for  you.  See  "Butler  Mfg.  Co. 


Builder"  in  the  White  Pages. 
Or  write  Butler  Mfg.  Co., 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 
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s  just  an  idea. 

;r:  Well,  Volcker  has  requested  our  banks  to  hold  down  to 
ge  of  6%  to  9%  the  increase  in  their  extension  of  credit 
the  next  year.  The  question  then  is,  how  do  you  control 
•uromarkets?  To  what  extent  do  you  simply  move  the 
iwing  offshore? 

n:  That's  right.  That's  certainly  a  very  big  problem.  And 
have  to  agree  on  the  techniques  to  be  used.  You  have 
id  in  your  book  the  various  ideas  that  have  been  pushed  in 
respect.  But  I  would  still  feel  that  if  you  could  get  agree- 

among  the  ten  big  countries,  or  even  six  or  so,  you  could 
control  the  rate  of  lending  or  investment  in  the  countries 
h  refuse  to  accept  those  limitations.  What  has  really 
ised  me  is  that,  after  all,  we  have  been  discussing  interna- 
1  monetary  reform  since  1963 — that's  17  years  now — we 

meetings  practically  every  month  about  international 
?tary  cooperation,  and  it's  only  about  a  year  ago  that 
:e  even  began  to  breathe  a  word  about  some  kind  of 
irement.  I  don't  like  the  word  control,  but  we  need  some 
>f  framework  for  Euromarket  transactions.  I  think  that  it 
;h  time  that  we  should  come  to  some  solution  of  this.  But 
ever  progress  has  been  made  in  that  regard  has  been 
;d  down  by  the  fact  that  with  the  new  increase  in  oil 
s,  people  are  not  willing  to  make  any  new  commitments. 
:r:  These  enormous  deficits  have  to  be  financed.  Ideally, 
should  be  financed  by  the  people  with  the  surpluses,  by 
)il  producers,  but  they  want  the  guarantees  from  the 
em  banks  and  the  Western  countries.  They  do  not  want 
n  the  risks  of  making  their  own  loans  to  the  deficit 
tries. 

n:  First  let  me  say  what  would  be  the  worst  thing,  the  one 
that  we  should  fight  at  all  costs.  That  is  the  idea  that  the 
mntries  might  be  persuaded  that  it  would  be  far  better  for 
to  keep  their  assets  in  the  ground  than  to  accept  assets 
fi  are  depreciating  in  purchasing  power  and  exchange 
and  so  on.  That,  I  think,  would  be  the  worst  thing 
cally.  Therefore,  we  should  try  to  find  a  reasonable  sort  of 
nmodation.  Ideally,  of  course,  what  we  would  like  is  for 
•PEC  countries  to  invest  themselves  directly  in  the  deficit 
tries  rather  than  have  us  recycle  their  funds. 
:r:  Could  we  target  a  moment  on  gold?  Is  gold  still  a 
:tary  asset? 

n:  Well,  yes,  in  a  complicated  way.  First  of  all,  I  would  say 
in  my  mind  there  is  no  prospect,  except  in  the  case  of  a 
'  major  economic  war,  of  a  remonetization  of  gold  in  the 
:nse,  that  is  to  say  that  a  central  bank  would  be  willing  to 
my  amount  of  its  currency  in  exchange  for  gold  at  a  fixed 

or  would  be  willing  to  give  any  amount  of  gold  for  its 
ncy  at  a  fixed  price.  I  think  that  is  out,  really.  On  the 

hand,  obviously,  I 
there    should  be 

way  to  stop  world 
ion.  In  that  respect, 

kind  of  gold  basis 

might  seem  attrac- 

I  am  thoughtful 
:  that,  too,  because  if 
you  want  is  to  avoid 
1  inflation  there  is  an 
r  way  to  go,  a  route 
>n  Friedman  might 
to  say  that  you  can- 
;xpand  the  total  as- 
)f  central  banks — the 
issets — by  more  than 

year.  But  you  don't 
to  go  through  gold  in 

to  do  that.  It  might 
sier  to  negotiate. 
:r:  We  had  a  mecha- 
of   "firm  surveil- 


'The  thing  to  fight  at  alt  costs  is  the  idea  that  the  oil  countries  would  he  far 
better  off  to  keep  their  assets  in  the  ground  " 


lance"  by  the  IMF.  It  turned  out  not  to  have  any  function. 
Triffin:  Obviously  not.  At  the  moment,  so  far  as  gold  is 
concerned,  I'm  of  two  minds.  An  idea  I'm  fooling  with  is  that 
gold  transfers  can  be  made  definitively  to  the  European  Mone- 
tary Fund,  rather  than  being  merely  loaned  by  the  central 
banks.  Then  I  would  have  my  own  rule  to  avoid  an  inflationary 
development,  something  on  the  order  of  a  ceiling  on  the  annual 
increase  of  lending  by  investments  of  the  European  Monetary 
Fund.  Given  that  rule,  I  would  have  no  problem  in  saying  at  the 
same  time  that  the  European  Monetary  Fund  should  at  least 
have  a  33%  gold  cover,  or  even  50%,  if  you  wish.  I  say  33% 
because  that  was  roughly  the  traditional  ratio.  They  would 
have  so  much  gold,  valued  at  current  prices,  that  the  assets  for 
which  they  are  liable  would  be  covered  more  than  100%.  So  it 
would  have  no  meaning.  But,  you  know,  it  might  please  the 
French  or  it  might  reassure  public  opinion.  What  is  important 
is  this  other  rule,  the  absolute  ceiling. 

Let  me  mention  my  old  discussions  with  Jacques  Rueff 
about  this.  You  know,  we  were  in  full  agreement  about  the 
condemnation  of  this  custom  of  national  currencies  being  used 
as  international  reserves.  But  he  wanted  to  go  back  to  gold  and 
I  wanted  to  go  to  an  asset  with  the  Monetary  Fund.  It's  absurd 
to  make  that  inverted  pyramid  of  the  monetary  circulation  of 
the  world  depend  on  the  gold  reserves  of  the  central  banks  or 
the  discoveries  of  new  gold  mines  or  the  exhaustion  of  old  gold 
mines.  These  things  have  nothing  to  do  with  the  needs  for 
monetary  reserves  or  money  supply.  But  I  agreed  with  Rueff 
that  when  man  substituted  his  own  control  by  using  paper 
money  or  paper  reserves,  man  could  do  even  worse. 
Mayer:  And  in  the  1970s,  man  did. 

Triffin:  Exactly.  Absolutely.  And  we  must  not  forget  that  the 
beginning  of  the  world  inflation  preceded  the  explosion  of  oil 
prices.  We  saw  a  doubling  of  world  monetary  reserves  in  three 
years.  The  economists  who  discuss  inflation  publicly  and  leave 
out  this  expansion  of  reserves,  talking  only  about  oil  prices,  are 
leaving  the  Prince  out  of  Hamlet.  You  know,  the  economists  had 
always  talked  about  the  deflationary  bias  of  the  monetary 
system,  which  was  not  true.  The  system  hasan  inflationary  bias, 
because  for  the  countries  in  surplus  to  restrict  the  inflationary 
effect  of  that  mpouring  of  money  requires  actions  that  are 
politically  painful  to  them.  It  was  not  so  easy  for  responsible 
Germans  to  squeeze  their  economy,  to  cut  down  credit  and  a:  d  to 
manufacturers  to  offset  the  deficits  of  Blumenthal  in  the  U.S.  It 
was  much  less  painful  for  Blumenthal  to  expand  the  budget 
deficit  and  the  money  supply  to  offset  the  deflationary  effects  of 
the  U.S.  payments  deficit.  The  result  was  to  increase  the 
inflationary  pressures  everywhere. 

But  my  own  answer  to  that,  in  terms  of  what  is  conceivable 
as  a  remedy,  was  this:  That  what  was  really  the  value  of  the 

gold  standard  in  the  nine- 
teenth century  was  that 
governments  didn't  know 
they  had  the  power  to 
barter  their  currencies. 
Now  they  know.  You 
may  regret — people  may 
regret  that  they  have  dis- 
covered the  atom  bomb — 
but  you  cannot  erase  that 
knowledge  from  their 
minds.  A  government 
that  returned  today  to 
some  form  of  gold  stan- 
dard would  be  defeated  in 
three  months  by  some 
other  government  which 
would  abandoi.  it. 
Mayer:  That's  right. 
Triffin:  It's  a  devil  that's 
dead.  You  cannot  resur- 
rect him.  ■ 
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"It  must  follow,  as  the  night  the  day,  thou 
canst  not  then  be  false  to  any  man'?  A  lot 
Shakespeare  knew  about  accounting. 


"To  thine  own  self 
be  true . . 


Numbers  Game 


In  January  Peabody  International 
Corp.,  a  $600  million  energy  systems 
and  pollution  control  company,  dis- 
closed an  estimated  $8.7  million  in  cost 
overruns  on  a  major  project  in  Colorado. 
The  event  might  easily  have  passed 
without  notice  had  it  not  illustrated  in  so 
timely  a  way  why  focusing  on  internal 
controls,  as  the  Securities  &  Ex- 
change Commission  has  been 
urging,  may  be  a  far  more  effec- 
tive way  of  curbing  disclosure 
abuses  than  focusing  on  the  way 
a  company's  books  are  present- 
ed to  shareholders. 

The  SEC  got  the  biggest  on- 
slaught of  negative  mail  in  its 
history  after  it  came  out  with 
proposed  rules  last  May  requir- 
ing that  companies  describe 
what  internal  controls  they  use 
and  what  the  possible  weak- 
nesses of  those  controls  might 
be.  Many  of  the  letters  argued 
that  the  new  rules  would  be 
much  too  expensive  to  follow. 

Right  now,  the  SEC  is  taking 
a  hard  look  at  the  whole  Pea- 
body  affair.  So,  neither  the  com- 
pany nor  its  outside  auditor, 
Peat,  Marwick,  Mitchell  &  Co., 
would  discuss  the  problems 
with  Forbes — beyond  a  couple 
of  terse  written  statements.  But  one  can 
readily  reconstruct  what  happened. 

A  few  years  ago,  acquisitive  Peabody 
determined  that  it  was  ready  to  start 
seeking  out  some  large-scale  contracts.  It 
soon  sewed  up  a  $61.5  million  fixed-price 
deal  to  build  a  pair  of  flue  gas  desulfunza- 
tion  units — scrubbers — for  Colorado-Ute 
Electric  Association,  that  state's  second 
biggest  electrical  utility. 

At  the  time  some  observers  ques- 
tioned Peabody's  ability  to  control  that 
big  a  project  adequately.  But  Peabody  felt 
sure  it  was  ready  for  tbe  big  time. 


The  firm  chose  the  usual  pereentage- 
of-completion  accounting  method  for 
the  project.  That  is,  the  company  uses  a 
standard  formula  to  take  revenues  and 
profits  gradually  as  the  project  pro- 
gresses. For  example,  when  you  figure 
the  project  is  60%  complete,  you  take 
50%  of  the  revenues;  90%  complete, 
87.5%  of  the  revenues;  100%  complete, 
100%  booked.  It's  the  recommended, 
conservative  type  of  accounting  for  such 


projects  since  it  prevents  firms  from 
booking  revenues  they  have  not  yet 
earned. 

Peabody  jobbed  out  a  good  hunk  of  this 
project  to  a  number  of  subcontractors, 
also  on  a  fixed-price  basis.  Although  Pea- 
body isn't  talking  about  it,  the  firm  was 
probably  estimating  the  percentage  of 
completion  on  the  basis  of  the  bills  that 
came  in.  Thus,  when  bills  amounting  to 
60%  of  the  project's  estimated  cost  came 
in,  it  is  likely  that  they  assumed  the 
project  was  60%  complete  and  booked 
50%  of  the  revenues. 


But  a  couple  of  the  subcontractors 
the  Colorado  project  reportedly  clai 
that  Peabody  significantly  understate 
the  scope  of  the  job  when  they  put  it  o 
for  bids.  And  since  Peabody  had  guara 
teed  to  deliver  the  scrubbers  at  a  hi 
price  as  well,  it  refused  to  give  the  su 
contractors  any  more  money,  claimii 
they  had  created  the  difficulties. 

In  the  first  half  of  1979,  a  little  ova 
year  into  the  job,  two  subcontracto 
walked  off  the  project.  Peabody  had  j 
pick  up  some  of  the  work  itself.  Peaboc 
sued  the  subcontractors.  The  subcontra 
tors  sued  Peabody.  A  real  mess. 

One  of  the  first  to  spot  that  mess  vJ 
Kay  Hahn  Reardon,  an  analyst  with  AJ 
Becker  in  Chicago  who  has  closely  if 
lowed  Peabody  for  the  last  eight  yeal 
"In  lunc  1979, 1  found  out  that  a  lot  of  tb 
major  subcontractors  were  off  the  jofal 
went  to  Peabody  and  said,  'You've  J 
some  big  cost  overruns  there.'  At  thj 
point  in  time  they  thought  they  wq 
90%  complete  under  percentage-of-col 
pletion  accounting.  What  happened  vq 
they  were  not  accurately  tracking  th<{ 
percentage  of  completion." 

Under  accounting  rules,  when  you  I 
alize  that  your  booked  estimates  of  pi 
centage  of  completion  differ  from  th 
truth  of  the  matter,  you  must  recogni 
the  additional  increase  in  tb 
cost  of  the  job  to  complete.  Bi 
Peabody  didn't  do  this  until  tb 
end  of  the  fiscal  year. 

Reardon:  "What  Peabody  Ji 
was  to  get  to  the  end  of  the 
fiscal  year  and  finally  realu 
that  they  were  wrong  on  the 
percentage  completion.  So,  the 
had  to  increase  their  cost  by  4 
cents  a  share." 

Peabody's  own  public  stai 
ments  during  this  period  poii 
to  one  of  two  conclusions:  E 
ther  they  didn't  know  the  pro 
ect  was  behind  schedule  or  the 
weren't  admitting  that  tb 
problems  existed.  Making  tb 
more  charitable,  and  more  plai 
sible  assumption,  the  fault  lay  i 
Peabody's  internal  controls. 

Although  the  accounting  f( 
construction  is  in  a  state  of  flm 
the  American  Institute  of  Cert 
fied  Public  Accountants  has  ju.« 
issued  an  "exposure  draft"  of  rule 
which  reads:  "Internal  auditors  should  b 
involved  in  testing  and  evaluating  evei 
important  control  area. "  The  drafts  go  o 
to  say  that  if  controls  aren't  solid,  onsil 
inspection  of  projects  by  the  company  i 
crucial. 

Where  was  Peabody's  auditor,  Pei 
Marwick,  through  all  this-  Apparently 
when  it  did  Peabody's  1978  audit- 
before  the  problems — the  Big-Eight  a< 
counting  firm  was  asleep  at  the  switel 
According  to  Douglas  Carmichael,  th 
AICPA's  vice  president  for  auditinj 
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i  a  company  estimates  its  percent- 
)f  completion  on  the  basis  of  costs, 
eabody  probably  did,  "the  auditor 
t  take  responsibility  to  be  satisfied 
the  cost  incurrence  is  a  reasonably 
ble  substitute  for  a  more  precise  en- 
uring determination  of  completion." 

is,  the  auditor  doesn't  have  to  go 
take  a  look  at  the  project  himself, 
ie  should  be  sure  the  company  has 
ability  to  make  its  own  estimates 
rately. 

ice  Peabody  recognized  the  prob- 
that  its  evidently  inadequate  inter- 
:ontrols  had  allowed,  it  remained 
l  to  acknowledge  them.  The  firm 
made  scant  disclosure  in  its  1979 
lal.  And  there  was  a  lot  to  disclose: 
firm  charged  only  17  cents  of  the  47 
;  to  earnings,  leaving  stockholders 
71  cents  for  the  fourth  quarter — 
itously,  exactly  what  fourth-quarter 
ngs  were  the  previous  year, 
lat  happened  to  that  other  30  cents? 
ody  was,  you  recall,  suing  to  recover 
rises  from  two  subcontractors.  So, 
irm  decided  to  delay  taking  that  30- 
loss,  as  they  expected  to  recover  it 
lgh  their  lawsuit. 

i  this  came  out  somewhat  fuzzily  in 
first-quarter  report — after  the  SEC 
3egun  its  investigation.  The  disclo- 
was  greeted  by  observers  with  ridi- 
Lawsuits  receivable,  indeed! 
t  Peabody  claims  it  is  operating  on 


solid  accounting  ground.  Under  the 
AICPA's  exposure  draft  on  construction 
accounting,  money  may  be  taken  into 
earnings  on  the  basis  of  lawsuits  when 
"it  is  probable  that  the  claim  will  result 
in  additional  contract  revenue." 

Now  there's  an  interesting  point.  Ob- 
viously, the  subcontractors  are  equally 
sure  that  they  will  recover  contractual 
losses  from  their  claim.  So,  everybody  can 
defer  taking  their  losses  until  the  lawsuit 
is  settled.  But  somebody  is  going  to  have 
to  take  that  loss  someday. 

Discussions  with  the  Financial  Ac- 
counting Standards  Board  allow  yet  an- 
other way  of  viewing  the  situation.  Rob- 
ert Wilkins,  a  staff  member  with  the 
board,  says  that  the  whole  issue  rests  on 
whether  you  look  at  the  lawsuit  as  a 
possible  gain  for  Peabody  (considering 
the  lawsuit  as  a  separate  item  from  the 
cost  overruns)  or  a  possible  loss  (on  the 
grounds  that  if  they  lose  they  will  have  to 
pay  the  overruns).  Let  the  accountants 
argue.  Even  if  Peabody's  accounting  was 
justifiable,  their  actions  weren't. 

Because  Peabody  never  disclosed  any 
of  this  at  the  time.  They  could  argue  the 
30  cents  wasn't  material — it  didn't  have 
sufficient  relevance  to  the  year's  earn- 
ings to  be  worth  mentioning.  But  most 
investors,  seeing  a  technique  that  pre- 
vents three  months'  earnings  from  being 
cut  in  half,  wouldn't  agree. 

Whatever  the  logic,  Peabody  didn't 


suffer  by  holding  off  on  disclosure.  The 
company  made  an  acquisition  for  stock 
during  that  first  quarter.  It  might  not 
have  done  the  stock  price  much  good  to 
mention  $8  million  cost  overruns. 

When  Peabody  finally  disclosed  some 
details  in  their  1980  first-quarter  report, 
important  questions  remained  unan- 
swered. The  report  reads:  "Construction 
of  the  first  of  two  scrubber  units  was 
completed  in  the  quarter.  It  operated 
with  no  major  technical  problems.  The 
second  unit  is  scheduled  for  completion 
and  startup  in  the  third  quarter." 

But  according  to  John  Floyd  of  the  En- 
vironmental Protection  Agency  in  Den- 
ver, "As  far  as  we  are  officially  con- 
cerned, the  first  scrubber  has  not  operat- 
ed or  been  certified  yet.  They  started  and 
stopped  and  started  and  stopped — trying 
to  get  the  controls  working." 

Analyst  Reardon  doesn't  think  the  sec- 
ond scrubber  will  be  ready  until  August 
at  the  earliest  and  points  out  that  the 
project  cost  the  company  another  4  cents 
a  share  in  the  first  quarter  of  this  year. 
"And  remember,"  she  says,  "this  job  was 
to  have  been  completed  in  April  1979." 

Peabody  could  have  saved  itself  all 
these  problems  with  adequate  internal 
controls.  That's  the  lesson  to  be  remem- 
bered by  companies  that  are  writing  the 
SEC,  whining  about  the  expense  of  inter- 
nal controls.  A  few  dollars  now  can  save 
a  great  deal  of  pain  later.— Richard  Greene 


[ay  Corporation  ASE  Symbol:  KAY 

Corporation,  through  its  subsidiaries,  is  engaged  in  the  international  trading  of  a  wide  variety  of  goods  and  commodities, 
also  owns  and  operates  a  nationwide  chain  of  stores  and  leased  departments  which  sell  fine  jewelry. 
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iled  to  reflect  a  10%  common  stock  dividend  in  February  1980 
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Attention:  John  C.  Belknap,  Vice  President  and  Chief  Financial  Officer 
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AMP  Incorporated 

Over  15%  annual  growth  rate  in  sales, 
earnings,  and  dividends  for  25  years. 
1979  sales  and  earnings  rose  26%.  1st 
Q.  1980  expected  to  set  new  highs. 


Sales  (Mil) 

EPS 

Div 

1979 

$1,013.2 

S3.36 

76e 

1978 

801.1 

2.67 

60c 

1977 

633.0 

2.06 

48c 

1972 

302.1 

92t 

22e 

1967 

146.5 

38c 

12c 

-Increased  32%  lo  $1.00  share  |anuar\  1980 

Broad  Diversification — World's  leading 
producer  of  electrical  electronic  connection,  switching  and  pro- 
gramming devices — 60,000  types  and  sizes.  85,000  customers 
(manufacturers,  distributors,  retailers,  utilities,  transportation 
field,  etc.).  Subsidiaries  and  branches  in  23  countries. 
(NYSE-AMP).  1 
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Alcan 

1979  was  another  record  year  for  th< 
Alcan  Aluminium  Limited  group  o 
companies.  Total  revenues  increasec 
18  percent  to  S4.381  billion  with  prof 
its  up  44  percent  to  S427.5  million  anc 
a  return  on  average  shareholder's  equi 
ty  of  23  percent.  Total  capital  expendi 
tures  in  1979  were  S494  million.  Th( 
company's  1980  capital  expenditure' 
are  expected  to  reach  approximately 
S600  million. 


Aetna  Life  &  Casualty 


Aetna  Life  &  Casualty — largest  inves- 
tor-owned insurance  organization  in 
the  U.S.,  with  interests  also  in  busi- 
ness financing,  real  estate  develop- 
ment and  technology  enterprises.  1979 
earnings  reached  a  new  high  of  S560 
million  or  $6.93  per  common  share,  a 
21%  return  on  shareholders'  equity. 
Revenues  rose  21%  to  $11.4  billion. 
Assets  and  shareholders'  equity  grew 
to  S30.2  billion  and  S35.56  per  com- 
mon share,  respectively.  Annual  dividend  per  common  share 
increased  18%  to  $2.12  with  the  May  15,  1980  payment.  Annual 
dividend  payout  is  now  194%  greater  than  five  years  ago. 


Allis-Chalmers 
Corporation 


\  diversified  special  machinery  com 
pany  whose  equipment  is  used  in  tht 
processing  of  fluids  and  solids  .  .  .  im- 
proving and  controlling  the  quality  ol 
environmental  air  ...  agriculture  .  . 
material  handling  .  .  .  lawn  and 
grounds  maintenance  and  snow  re- 
moval .  .  .  and  electrical  application' 
by  industry  and  utilities.  1979  was  tht 
eighth  consecutive  year  of  sales  and 
income  growth.  Sales:  $1,973  billion.  Per  share  income:  $6.23 
Annualized  current  dividend  rate:  $2.00. 
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American  Agronomics 
Corporation 

In  1979,  the  best  performer  of  all  Flor- 
ida companies  on  the  American  Stock 
Exchange. 


1979 

1978 

Change 

Net  Revenue 

$34.3* 

$25.3" 

+36% 

Net  Earnings 

3.0* 

1.7* 

+72% 

Net  Earnings  per  Share 

1.06 

.62 

+71% 

Stockholders'  Equity 

7.9* 

5.5* 

+44% 

'Millions  of  dollars 


One  of  Florida's  fastest  growing  firms, 
>wn  and  maintain  orange  groves,  including  the  world's  largest 
iquare  miles).  We  make  orange  juice  concentrate  and  a  number 
/-products.  We  sell  to  major  supermarket  chains,  restaurants, 
tutions  and  others.  (ASE-AGR) 


Baldor  Electric 
Company 

Baldor  is  the  fastest-growing  manufac- 
turer of  energy-efficient,  competitively 
priced,  industrial  electric  motors.  1979 
was  a  record  year  that  included  a  3-for- 
2  stock  split.  Sales  $140,018,311,  up 
17%  over  1978;  earnings  $1.50  per 
share,  up  7%;  return  on  average  equity 
24.3%.  Report  shows  forecasts  for 
1980  and  1981  also  outlines  plans  for 
continued  growth  and  combatting  in- 
flation: NYSE  symbol  "BEZ". 


American  General 
Insurance  Company 


American  General  is  the  nation's  13th 
largest  diversified  financial  company. 
It  operates  through  three  business  divi- 
sions— life  and  health  insurance,  prop- 
erty-liability insurance  and  other  fi- 
nancial services.  The  year  1979 
marked  the  fourth  consecutive  year  in 
which  new  highs  were  reported  in  op- 
erating results.  Earnings  from  oper- 
ations totaled  $165.4  million,  or  $6.14 
ihare,  up  from  the  $5.13  per  share  the  previous  year.  American 
eral  common  stock  is  listed  on  the  NYSE.  The  symbol  is 


Bangor  Punta 
Corporation 


Fiscal  1979  marked  Bangor  Punta's 
fifth  consecutive  year  of  record  earn- 
ings. The  Annual  Report  reviews  the 
achievements  of  this  period  which  in- 
clude a  31.5%  annual  compounded  pri- 
mary earnings  per  share  growth  rate 
and  an  increase  from  9.5%  to  17.7%  in 
return  on  stockholders'  equity.  A  di- 
versified manufacturer,  Bangor  Punta's 
principal  products  include  Piper  air- 
craft, Smith  ik  Wesson  handguns,  Cal,  Ranger,  and  O'Day  sail- 
boats, Starcraft  recreational  vehicles  and  a  large  agribusiness, 
Producers  Cotton  Oil  Company. 

10 


American  Quasar 
Petroleum  Co. 

American  Quasar  Petroleum  Co.  is  an 
aggressive  oil  and  gas  company  head- 
quartered in  Fort  Worth,  Texas.  Since 
formation  in  1969,  more  than  2.7  mil- 
lion gross  and  1.6  million  net  acres  of 
undeveloped  leases  have  been  assem- 
bled for  future  exploration  in  the  Over- 
thrust  Belt  and  other  areas.  Future  net 
revenues  from  proven  reserves  of  oil 
and  gas  have  increased  from  $1.3  mil- 
lion in  1969  to  more  than  $275  million 
in  1979. 


Barnes  Group  Inc. 

World's  largest  springmaker  and  lead- 
ing national  distributor  of  consumable 
repair  and  replacement  parts  complet- 
ed its  eighth  consecutive  year  of  record 
sales  and  earnings  in  1979.  Earnings 
increased  53%  to  $25.2  million  in  sales 
of  $431  million,  up  19%  over  the  pre- 
vious year.  Per  share  income  rose  to 
$3.68  from  $2.40  in  1978.  All  three 
operating  groups-Associated  Spring, 
Bowman  Distribution  and  Globe  Dis- 
tribution-contributed to  this  record 
performance. 


11 


Anacomp,  Inc. 


Anacomp,  Inc.  is  a  computer  service 
company  specializing  in  software  de- 
velopment, on-line  systems,  facility 
management,  micrographics  and  mini- 
computer systems.  Worldwide,  the 
Company  serves  more  than  500  finan- 
cial institutions  and  government  agen- 
cies, ultimately  reaching  20  million 
consumers.  The  Company's  annual 
compound  revenue  growth  rate  since 
1969  is  76.47%.  Fiscal  1979  revenues 
were  $38. 1  million.  Net  income  of  $2.7 
ion  resulted  in  Fiscal  1979  earnings  per  share  of  $.75  (adjusted 
tock  splits  and  stock  dividends).  (ANCM-NASDAQ) 

8 


Basic  Resources 
Corporation 


Basic  is  a  diversified  corporation  ac- 
tive in  oil  and  gas,  manufacturing  and 
leasing  of  highway  toll  collection 
equipment,  printing  and  publishing, 
and  specialty  products  manufacturing. 
After-tax  earnings  from  continuing  op- 
erations have  expanded  rapidly  since 
1974  at  a  compound  annual  growth 
rate  of  72%.  After-tax  operating  in- 
come for  1979  increased  31%  on  an 
8%  increase  in  revenues.  The  Company  recently  listed  its  shares 
on  the  American  Stock  Exchange  under  the  symbol  BAS. 
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Bucyrus-Erie  Company 

Bucyrus-Erie  Company  had  record 
shipments  and  earnings  for  1979.  Ship- 
ments were  $552.4  million  in  1979  vs. 
$523.5  million  in  1978.  Net  earnings  in 
1979  were  $56.2  million  ($2.75  per 
share)  vs.  $54.3  ($2.66  per  share)  in 
1978.  Dividends  paid  per  common 
share  were  88  cents  in  1979  and  84 
cents  in  1978.  Bucyrus-Erie  Company 
is  a  leading  manufacturer  of  surface 
mining  and  construction  equipment. 


13 


Central  and  South  Wes 
Corporation 

Central  and  South  West  Corporation, 
Dallas-based  public  utility  holding 
company,  owns  four  electric  operating 
companies  which  serve  portions  of  tha 
fast-growing  Sun  Belt  states  of  Texas| 
Oklahoma,  Louisiana  and  Arkansas 
The  Board  of  Directors  of  Central  ana 
South  West  Corporation  has  increasec 
the  Corporation's  dividend  for  28  con 
secutive  years.  The  indicated  annua 
dividend  rate  for  1980  is  SI. 50. 


17 


callahan  Callahan  Mining 
corporation  Corporation 


As  owner  of  the  second  largest  U.S. 
silver  mine,  Callahan's  earnings  rose 
321%  in  1979  to  $5.13  per  share,  ad- 
justed to  $3.42  per  share  after  a  3-for-2 
stock  split  paid  April  2,  1980.  Callahan 
also  increased  its  annual  dividend  to 
$2.50  per  share.  The  Company  has 
additional  holdings  m  the  Idaho  silver 
belt;  explores  for  oil  and  gas  and  other 
selected  minerals;  and  owns  two  man- 
ufacturing units. 


14 


The  Charter  Company 

Conspicuous  strength  in  fundamentals, 
and  strong  foundations  for  the  eighties. 

•  Return  on  average  stockholders'  eq- 
uity up  121% 

•  50%  improvement  in  debt-to-equity 
ratio  (from  1.4:1  to  .7:1) 

•  Revenues  up  1 10% 

•  Earnings  up  1597% 

•  Stockholders'  equity  up  248% 


18 


Carson  Pirie  Scott 
1  &  Co. 

Carsons  is  a  diversified,  Chicago-based 
corporation  operating  department 
stores,  food  service  and  lodging  facili- 
ties, and  a  wholesale  floor  covering 
distribution  network.  We've  just  com- 
pleted our  eighth  consecutive  year  of 
record  earnings.  Over  this  penod,  our 
annual  dividends  have  risen  from  $.39 
to  $1,075.  And,  we're  still  growing. 


15 


Chesebrough-Pond' s 
Inc. 


Chesebrough- Pond's  manufactures  and 
markets  consumer  products  for  fam- 
ilies throughout  the  world.  Leading 
brand  names  include:  Ragu,  Health- 
tex,  Bass,  Pond's,  Vaseline,  Cutex, 
Aviance,  Chimere,  Prince  Matchabelli, 
Q-tips,  Aziza  and  Rave.  1979  sales  in- 
creased 21.1%  to  over  $1  billion.  Net 
income  and  EPS  rose  18.5%.  1980 
marks  the  Company's  centennial  and 
will  be  its  21st  consecutive  year  of  increased  dividends  and  98th 
year  of  unbroken  dividend  payments. 


19 


Celanese  Canada  Inc. 

Celanese  Canada  Inc.  is  a  diversified 
manufacturer  of  man-made  fibers, 
broadwoven  fabrics,  carpets  and 
chemicals.  The  Corporation,  employ- 
ing 4,450,  operates  8  plants  and  15 
sales  offices  in  Canada.  Net  sales  and 
net  income  for  year  ended  Dec.  31, 
1979  were  $353.6  million  and  $18.2 
million  respectively,  raising  the  per 
share  income  from  $0.47  in  1978  to 
$1.30. 


16 


Coleco 

Industries,  Inc. 

Coleco  Industries,  Inc.,  manufacturer 
of  family  recreational  products,  en- 
joyed the  finest  year  in  its  history  in 
1979.  Net  sales  totaled  $136.5  million 
and  net  earnings  S9.1  million,  includ- 
ing tax  credits  of  $3.7  million.  Coleco 
is  the  world's  largest  manufacturer  of 
above  ground  swimming  and  wading 
pools  and  one  of  the  two  leading  man- 
ufacturers of  electronic  games  within 
the  toy  industry. 


20 
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Colt  Industries  Inc 

Colt  Industries  expanded  its  markets 
throughout  the  Seventies  and  achieved 
the  best  results  in  its  history  in  1979. 
Net  earnings  rose  28  percent  over  1978 
on  an  18  percent  increase  in  sales,  as 
the  company  set  new  highs  in  sales, 
earnings,  earnings  per  share,  new  or- 
ders received,  and  year-end  backlog. 
These  records  were  set  despite  down- 
turns in  the  automotive  and  housing 
markets,  testifying  to  the  breadth  and 
balance  that  have  been  built  into  the 
company's  earnings  base. 


21 


Consolidated  Natural 
Gas  Company 

Consolidated  is  an  integrated  natural 
gas  system  involved  in  gas  exploration, 
production,  transmission,  imports, 
storage  and  distribution.  Increased 
Gulf  of  Mexico  production  contributed 
$1.21  a  share  to  total  1979  earnings  of 
$6.30  a  share,  which  were  up  12  per- 
cent. Sales  exceeded  $2  billion  for  the 
first  time,  and  the  dividend  was  in- 
creased to  an  annual  rate  of  $3.24  a 
share. 


25 


Community  Psychiatric 
Centers 

Community  Psychiatric  Centers  is  en- 
gaged in  two  lines  of  business:  the 
development,  ownership  and  manage- 
ment of  acute  psychiatric  hospitals, 
and  the  operation  of  a  rapidly  expand- 
ing chain  of  artificial  kidney  treatment 
centers.  NYSE  symbol:  CMY 

Earnings  per  Share 
1975      1976      1977      1978  1979 
$  .63     $  .76     $1.17    $1.65  $2.12 


22 


Countrywide  Credit 
Industries,  Inc. 

1979 — A  record-breaking  year  for 
Countrywide  Credit  Industries.  Net  in- 
come (unaudited)  nearly  quadrupled  to 
$2,300,000  over  last  year's  earnings  of 
$582,444  or  $1.05  per  share  versus  27c 
(ad)usted  to  reflect  stock  dividends). 
CCI's  subsidiary,  Countrywide  Fund- 
ing Corporation,  a  leader  in  originating 
and  servicing  FHA,  VA  and  conven- 
tional home  mortgages,  operates  41 
branches  in  eight  states.  NASDAQ: 

ecu 
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Computervision 
Corporation 


Computervision  products  significantly 
increase  the  productivity  of  industry. 
We  are  industry  leaders  in  CAD/ 
CAM — computer  aided  design,  manu- 
facturing and  production  automation. 
Our  sales  are  growing  at  a  rate  in 
excess  of  60%  per  year  and  earnings 
even  faster.  1979  was  our  11th  and 
another  record  year  with  sales  of  $131 
million,  up  84%;  net  income  up  103% 
lost  $13  million,  or  $2.09  per  share.  Now  listed — New  York 
Exchange. 


23 


Cronus 

Industries,  Inc. 


During  1979,  Cronus  Industries  posted 
sales  of  $166.3  million,  net  income  of 
$3.4  million  and  fully  diluted  earnings 
per  share  of  $1.15.  The  Company's 
successful  acquisition  efforts  resulted 
in  two  new  businesses  which  form  the 
nucleus  of  an  agricultural  equipment 
operation.  Its  pre-engineered  metal 
buildings,  heat  transfer  equipment  and 
livestock  feeding/watering  units  all  set 
record  profit  levels.  Return  on  shareholders'  equity  was  22  percent. 
(OTC-CRNS). 


27 


Consolidated 
Freightways,  Inc. 

1979  was  the  fourth  consecutive  year 
of  improved  results  for  CF  Inc.,  with 
revenues  of  $1.7  billion  and  earnings  of 
$65.9  million.  Return  on  shareholders' 
equity  was  21%,  and  the  dividend  was 
increased  18%  to  $1.30  annually.  CF 
Inc.  operates  the  most  extensive  motor 
freight  system  in  North  America, 
builds  and  markets  famous  Freightliner 
diesel  trucks,  markets  Volvo  trucks, 
rovides  domestic  and  international  air  freight  forwarding 
es. 


24 


Grouse-Hinds 
Company 


1979:  The  eighth  consecutive  record 
year  in  sales  and  earnings  for  Crouse- 
Hinds  Company — international  manu- 
facturer of  high  quality  electrical  prod- 
ucts. •  Net  sales  increased  15%  to 
$372,274,000.  •  Net  income  and  fully 
diluted  earnings  per  common  share 
rose  30%  to  $27,381,000  and  $2.15, 
respectively.  •  Common  stock  cash 
dividends  declared  increased  40%  in 
1979  and  283%  since  1971.  •  Average  return  on  shareholders' 
equity  increased  to  a  record  21.6%,  exceeding  the  18%  level  for 
the  sixth  consecutive  year. 

28 
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Delhi  International  Oil 
Corporation 


Financial  results  for  1979  improved 
over  1978  with  revenues  increasing 
39%,  operating  income  47%  and  net 
earnings  9.5%  Proved  and  probable 
hydrocarbon  reserves  equate  to  107 
MCF  of  natural  gas  and  7.5  barrels  of 
liquids  per  share.  Delhi  continues  to 
expand  its  operations  with  a  current 
capital  budget  of  S25,500,000  com- 
pared to  an  expenditure  of  $15,675,000 
in  1979.  Significant  increases  in  revenues  and  earnings  are  expect- 
ed during  the  period  1980  through  1984.  AMEX  symbol:  DLH. 


29 


Easco 

Corporation 
Annual  Report 
£  1979 


Easco  Corporation 

Easco  Corporation  |NYSE-ES|  is  a  mil 
jor  manufacturer  of  mechanics -tyn 
hand  tools  and  a  world  leader  in  tn 
production  of  wrenches,  ratchets  an| 
sockets.  It  is  also  one  of  the  nationf 
largest  independent  manufacturers  d 
extruded  aluminum  products.  The  Art 
nual  Report  comments  on  a  disap 
pointing  year  for  the  hand  tool  groul 
in  1979  and  discusses  prospects  ft 
resuming  above-average  growth 
1980  and  beyond. 


Dennison 

Manufacturing 

Company 


During  1979  Dennison  again  achieved 
record  sales  and  earnings.  Sales  rose 
10%  to  S449,594,000  and  earnings  in- 
creased 17%  to  S25,354,000.  Earnings 
per  share  rose  11.5%  to  S2. 72  share 
(after  giving  retroactive  effect  to  a  2  for 
1  stock  split  in  February  1979).  The 
dividend  was  increased  31.6%  during 
1979.  Another  16%  increase  effective 
in  March  1980,  was  the  ninth  consecutive  annual  dividend  in- 
crease and  represented  a  25%  compounded  growth  in  dividend 
yield  over  the  last  five  years. 

30 


Eaton  Corporation 

Eaton  net  income  in  1979  was  S  154i 
million,  or  S5.89  per  share,  with  sale 
reaching  $3.4  billion,  a  21  percent  in 
crease  over  1978.  Eaton  manufacture 
highly  engineered  and  technologically 
advanced  products  serving  worldwid) 
markets  in  the  transportation,  indus 
trial  automation,  electronic  and  elec 
tncal  systems  and  materials  handlinj 
fields.  Eaton's  stock  is  traded  on  thi 
New  York,  Midwest,  Pacific  and  Lon 
don  exchanges. 


34 


The  Dun  &  Bradstreet 
Corporation 

The  Dun  &  Bradstreet  Corporation 
provides  products  and  services  in  four 
groups:  business  information,  publish- 
ing, marketing  services  and  broadcast- 
ing. The  company  is  the  largest  pro- 
ducer and  disseminator  of  business  in- 
formation in  the  private  sector. 
Earnings  per  share  in  1979  were  a 
record  $3.19,  up  26.6%,  and  more  than 
double  those  of  four  years  ago.  Divi- 
dends were  increased  for  the  28th  con- 
secutive year. 

31 


ccHun 


The  Echlin 

Manufacturing 

Company 


□ 


Echlin  is  a  world-wide  manufacturer  o 
replacement  parts  necessary  to  main 
tain  or  improve  the  efficiency  an< 
safety  of  motor  vehicles.  Our  15-yea 
record  demonstrates  sustained  rapi< 
annual  growth  in  sales  (20.3%),  earn 
mgs  (16.6%),  dividends  (-13.2%)  an< 
equity  per  share  (19.2%).  In  1979,  Ech 
lin  achieved  record  sales  of  S304  million.  In  total  return  t< 
investors,  Echlin  shares  rank  9th  among  the  entire  Fortune  1000 
The  documentation  is  in  our  annual  report — send  for  it. 
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Duro-Test  Corporation 


America's  largest  company  exclusively 
in  the  business  of  manufacturing  and 
marketing  light  sources  for  commer- 
cial, industrial,  institutional  and  resi- 
dential use.  Products  range  from  incan- 
descent, fluorescent  and  mercury  vapor 
lamps  which  include  Vita-Lite®,  the 
only  sunlight  simulating  fluorescent, 
Watt-Saver®  fluorescents  and  in- 
candescents  that  conserve  electrical 
energy  while  maintaining  light  output, 
industry'  s  largest  selection  of  decorative  bulbs,  self-ballasted  Fluo- 
meric®  and  Safe-T- Vapor®  high  intensity  lamps  and  32,000-watt 
xenon  lamps  being  used  in  space  research.  Sales  and  earnings  at  all 
time  high.  Unbroken  record  of  dividends  since  1942. 

32 


EDO  Corporation 


EDO  produces  electronic  and  special 
ized  equipment  for  military,  genera 
aviation,  marine  and  industrial  mar 
kets.  Principal  products:  sonar  equip 
ment,  mine  countermeasure  systems 
and  aircraft  stores  ejection  mecha 
nisms;  flight  instruments  and  contro 
systems  for  general  aviation;  piezo 
electric  ceramic  components,  acoustii 
and  video  scanning  systems;  and  fiber 
reinforced  composite  components  fo: 
aviation  industry.  Worldwide  markets.  S89-million  sales  producet 
$3.2-million  net  earnings  in  1979.  EPS:  $1.67.  (ASEI 
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A.G.  Edwards  &  Sons, 
Inc. 

A.G.  Edwards  is  a  93  year  old  St. 
Louis-based  securities  firm  serving  in- 
vestors from  more  than  160  locations 
in  34  states.  For  the  fiscal  year  ended 
February  29,  1980  earnings  approxi- 
mated $15  million  on  revenues  of  $135 
million.  At  year-end  stockholders'  eq- 
uity was  $55  million.  The  common 
stock  of  A.G.  Edwards  is  listed  on  the 
New  York  Stock  Exchange  (Symbol 
AGE). 
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stores  and  support 
support  and  manufacturing  facilities 


Fisher  Foods,  Inc. 

Fisher  Foods,  Inc.  (NYSE-FHR)  is  a 
food  retailing  chain  with  a  volume 
approaching  $1.5  billion.  The  Com- 
pany operates  146  large  supermarkets 
in  suburbs  of  metropolitan  markets 
mainly  in  Greater  Chicago  and  North- 
ern Ohio.  Fisher's  stores  are  notable 
for  specialized  departments — in-store 
bakeries,  delicatessens,  and  wine, 
cheese  and  flower  shops.  Divisions: 
Dominick's  Finer  Foods,  Chicago — 70 
facilities;  Fazio's  of  Ohio — 73  stores  and 
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ensci 


ENSERCH 
Corporation 


FlightSafety 


IjJiCjh  Trt  hnuktqv  AVtadQri  **d  Mflupe  TNHOinq 


ENSERCH  Corporation  realized  re  ord 
earnings  and  revenues  in  1979.  During 
the  past  decade,  assets  grew  from  $0.5 
billion  to  $1.9  billion.  Planned  capital 
expenditures  of  $250  million  in  1980 
will  emphasize: 

•  Oil  and  gas  exploration  and  pro- 
duction. 

•  Well  servicing  and  drilling  rigs. 
Through  its  diversified  energy-related 

ions,  the  Corporation  is  well  positioned  to  provide  "Energy 
Eighties." 


38 


$1.08  per  share  in  1978 


$43,801,311  from  $30,454,253  in  1978. 


FlightSafety 
International,  Inc. 

1979  was  another  record  year  for 
FlightSafety  International  (FS1-AMEX), 
leading  high-technology  aviation  and 
marine  training  company  serving  more 
than  1,400  corporations,  ship  opera- 
tors, airlines,  military  and  other  gov- 
ernment agencies.  Adjusted  for  a  two- 
for-one  stock  split  in  May  1979,  net 
income  rose  39  per  cent  to  $9,270,633, 
or  $1.44  per  share,  from  $6,659,360,  or 
Revenues  increased  44  per  cent  to 
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reviews  strategies 
l.  (NYSE  &  PSE) 


Evans  Products 
Company 

Evans  has  emerged  as  a  leading  build- 
ing materials  retailer  and  a  major  full- 
service  lessor  of  transportation  equip- 
ment. These  attractive  businesses, 
which  account  for  65%  of  the  Com- 
pany's operating  earnings,  have  con- 
tributed to  four  consecutive  years  of 
record  earnings.  1979  net  earnings 
reached  $62.4  million  on  all-time  high 
revenues  of  $1.5  billion.  The  annual 
for  achieving  solid  and  continuing 
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Fruehauf  Corporation 

1979  was  a  year  of  continued  growth 
and  progress  for  Fruehauf,  with  record 
levels  in  sales  and  earnings  for  the 
fourth  consecutive  year.  Sales  in- 
creased 9%  over  1978,  reaching  $2.45 
billion,  while  net  earnings  were  up 
16%  to  $88.7  million,  or  $7.28  per 
share.  The  Company's  truck-trailer, 
automotive,  aerospace  and  maritime 
operations  all  contributed  to  this  rec- 
ord performance  and  we  look  forward 
with  optimism  to  continued  progress 
in  1980. 
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Ferro  Corporation 


A  major  producer  of  specialty  materi- 
als for  use  by  industry  around  the 
world,  Ferro  Corporation  achieved  new 
records  in  both  sales  and  earnings  in 
1979.  Sales  reached  $591.9  million, 
and  net  earnings  climbed  to  $30.9  mil- 
lion, or  $4.07  per  share.  The  broad 
geographic  spread  of  Ferro's  business, 
coupled  with  expanding  domestic  and 
international  markets,  are  expected  to 
make  the  1980s  an  era  of  continued 
growth  and  profitability  for  Ferro. 
(NYSE-FOE) 
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Fuqua  Industries,  Inc. 

Fuqua  Industries,  Inc.  (FQA  on  NYSE) 
is  a  multi-market  manufacturing,  dis- 
tribution and  service  company  with 
sales  over  $2  billion.  Fuqua's  principal 
businesses  include  Recreational  Prod- 
ucts and  Services,  Farm  and  Home 
Products,  Transportation,  Petroleum 
and  Other  Operations.  During  1979 
profits  more  than  doubled. 
Sales— $2.1  billion,  up  25%  over  1978. 
Net  income — $67  million,  up  123% 
over  1978. 

Earnings  per  share — $5.11,  up  127% 
over  1978. 
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GK  Technologies 


GK  Technologies, 
Incorporated 

GK  Technologies  (NYSE:  GK),  com- 
prised of ...  •  Automation  Indus- 
tries— technical  design'systems  engi- 
neering and  products  for  Defense  and 
industry  •  Sprague  Electric — leading 
U.S.  manufacturer  of  electrical  capaci- 
tors •  General  Cable — leadership  in 
telecommunications  cable  .  .  .  pioneer 
in  optical  fiber  cables. 


...Record  Results  In  1979:  .Sales:  $1.1  billion— up 
35%  •  Net  Earnings:  S60.8  million — up  140%  •  Earnings  Per 
Share:  S4.75 — up  191%  •  Dividends:  S1.30  annual  rate — in- 
creased 6  times  in  5  years 
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Gearhart-Owen 
Industries,  Inc. 

GOI  celebrated  its  twenty-fifth  ann 
versary  this  year  with  record  sales  < 
service  and  equipment  to  the  dynami 
petroleum  industry.  The  continued  a 
pansion  of  their  horizon  involves  no 
only  market  share  and  geographic  arq 
but  also  technology  where  new  prod 
ucts  and  systems  programs  are  advanc 
ing  steadily. 
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GTE 


In  1979,  GTE  consolidated  revenues 
and  sales  totaled  nearly  S10  billion,  an 
increase  of  14%  over  1978.  Earnings 
per  common  share  were  S4.20  as  com- 
pared to  S4.17  in  1978.  Over  the  past 
five  years,  earnings  per  share  have  in- 
creased at  a  9.9%  annual  rate.  During 
the  same  period,  dividends  declared 
have  increased  at  an  8.6%  annual  rate. 
The  current  indicated  annual  dividend 
rate  is  S2.72. 
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Genstar  Limited 


1979  197J 
(Canadian  Dollars) 


1410 
■It 

i  02 


0.81 


Revenues  (millions)  SI ,265.0 

Net  Income  (millions)  123.6 
Earnings  peT  Share  4.21 " 

Dividends  (current 

annual  rate  $1.60*)  1.25* 
"Per  share  figures  reflect  2-for-I  stock  split,  t&a 
tive  Ma\  1979.  Cash  dividends  increased  twic 
during  1979. 

Genstar  will  become  a  $2  billion  coucj 
pany  this  year,  aided  by  the  receo 
acquisition  of  The  Flintkote  Company 
Genstar  is  a  major  factor  in  building  matenals,  land  developmen 
and  financial  services  in  the  Sunbelt  states  and  in  Canadal 
growing  western  provinces.  (NYSE-GST) 
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Galveston-Houston 
Company 

Galveston-Houston  Company  and  its 
subsidiaries  manufacture  and  market 
products  and  furnish  services  for  the 
drilling,  completion  and  workover  of 
oil  and  gas  wells  and  for  oil  and  gas 
production,  pipeline  and  processing  op- 
erations. Revenues  in  1979  were 
SI  10,855,000  with  net  earnings  of 
S6, 114,000  (S2.ll  per  share].  NYSE 
symbol:  GHX. 
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Georgia-Pacific 


Georgia-Pacific  recorded  its  best  yea 
ever  in  1979.  Sales  were  up  to  S5.I 
billion.  Earnings  reached  S327  million 
During  the  year,  the  slowdown  in  th 
building  products  market  was  coun 
tered  by  a  significant  earnings  im 
provement  in  G-P's  pulp  and  paper  ani 
in  chemical  operations.  Key  acquisi 
tions  added  to  the  company's  resourc 
base  in  timberlands  and  natural  gas 
G-P  also  acquired  a  major  householi 
tissue  producer  and  a  leading  diversified  plastics  compounder.  Th 
acquisitions  add  to  Georgia-Pacific's  diversification  and  Integra 
tion  capabilities  and  strengthened  its  position  in  the  marketplac 
for  the  coming  decade. 


GANNETT 


Gannett  Co.,  Inc. 


In  1979,  Gannett  announced  record 
gains  for  the  12th  consecutive  year  and 
the  49th  consecutive  quarter.  For  the 
first  time  in  Gannett  history,  operat- 
ing revenue  exceeded  SI  billion.  Net 
income  increased  19  percent,  to 
5134,081,000  from  SI  12,413,000,-  earn- 
ings per  share  before  extraordinary 
items  were  S3. 75,  compared  with 
S3. 19  in  1978.  In  1979,  Gannett  con- 
tinued its  growth  as  a  diversified  com- 
munications company  with  newspaper,  television,  radio,  outdoor 
advertising  magazine  operations,  as  well  as  news,  marketing 
research  and  film  production  services,  in  35  states,  the  Virgin 
Islands,  Guam  and  Canada. 
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Global  Marine  Inc. 

Global  Marine  Inc.  is  a  major  interna 
tional  offshore  drilling  contractor  wit! 
interests  in  oil  and  gas  exploration 
marine  engineering,  logistics  and  dat, 
acquisition  services.  A  16- rig  drillinj 
fleet  will  be  augmented  by  at  least  si" 
additional  units  by  the  end  of  1981  a 
part  of  a  projected  S700  million  expan 
sion  program  through  1984.  Record  re 
suits  were  achieved  in  1978  and  1979 
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Golden  Triangle  Royalty 
&  Oil,  Inc. 

Is  GTRO,  Inc.  America's  #1  growth 
company  since  aggressive  new  man- 
agement took  control  June,  1979? 


Mgamnxat  a  oa.  use. 
a  (Ml  tBotB 


Working  Interest  Acres 
(Australian  Properties) 
Net  Royalty  Acres 
Gross  Surface  Acres 
Bid  price  per  share 
Number  of  Transactions ' 
Number  Shares  Traded' 


3/31/79 
0 

612,882 
20,534,400 
$  .02 
8 

84,000 


3/23/80 
5,961,500 

1,961,500 
55,844,000 
$1.25 
1,068 

2,520,338 


*For  first  quarter  1979  and  last  quarter  1979 

gas  lease  and  royalty  holdings  in  Australia,  small  royalty 
;  +181%,  management  works  without  salary,  pension  plans 
k  options,  all  4  working  interests  struck  oil. 
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input  big 
business 
in  its  place. 


Frank  B.  Hall 
&  Co.  Inc. 

A  leading  international  insurance  ser- 
vices firm,  Frank  B.  Hall  reported  rec- 
ord results  in  1979.  Revenues  in- 
creased 31%  to  $258,871,000;  net  in- 
come rose  21%  to  $27,543,000;  per 
share  earnings  advanced  20%  to  $2.91. 
Revenues  and  earnings  per  share  have 
more  than  doubled  during  the  last  5 
years.  Since  1974,  dividends  have  in- 
creased at  a  compound  annual  rate  of 
25%.  Currently  the  Company  pays  $1.34  annual  dividend.  NYSE 
symbol  FBH. 
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W.R.  Grace  &  Co. 

Inflation  and  an  interest  rate-induced 
recession  are  the  major  concerns  of 
investors  today.  The  search  is  on  for 
balanced,  diversified  and  growing  com- 
panies with  built-in  recession-resis- 
tance. Grace  is  one  of  these  companies 
with  specialty  chemicals,  fertilizers  in- 
dispensable to  raising  food  crops,  natu- 
ral resources  like  gas,  oil  and  coal,  and 
consumer  operations  including  home 
improvement  centers  and  reasonably- 
family  restaurants  in  suburban  locations.  1979  witnessed 
;cessful  blend  of  these  activities  as  Grace's  net  earnings 
d  ahead  by  30%  to  $223  million  on  a  sales  gain  of  18%  to 
llion.  Our  radio  and  TV  ad  series  suggests, 
ouldn't  you  look  into  Grace?  Why  not?"  g4 


Harlequin  Enterprises 
Limited 


International  publishers  best  known 
for  romantic  fiction,  the  company  has 
achieved  record  revenues  and  earnings 
for  ten  consecutive  years.  In  1979, 
readers  in  98  countries  purchased  168 
million  Harlequin  books.  Revenues 
rose  47%  to  $185.4  million,  net  earn- 
ings 27%  to  $21.3  million.  Diversified 
publishing  mix  includes  consumer 
magazines  and  general  and  educational 
nonfiction.  Listed  on  the  Toronto  Stock  Exchange.  NASDAQ: 
HQENF. 
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Grow  Group,  Inc. 

We're  ranked  A  in  Standard  and 
Poor's. 

Five  consecutive  years  of  record 
growth  in  sales,  earnings  and  earnings 
per  share. 

5%  stock  dividends  in  each  of  the  5 
years. 

63  consecutive  cash  dividends. 

A  history  of  continuing  acquisitions 

and  two  exciting  new  ventures  for  the 

future: 


Harsco  Corporation 


lAL(ET®-For  Fast  Food  Processing 
0-SPRAY®-Nonpollutant  Aerosol  Propellant 
ork  and  planning  are  what  make  us  grow. 
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Harsco  is  a  worldwide  organization 
with  23  diversified  classes  of  products 
and  services  and  with  operations  fall- 
ing into  four  major  industry  segments: 
Primary  Metals,  Construction,  Fabri- 
cated Metals,  and  Defense.  Harsco  has 
over  230  manufacturing,  distribution, 
and  service  facilities  in  the  U.S.  and 
nine  foreign  countries.  In  1979,  sales 
were  $945.3  million,  up  16%  over  the 
prior  year.  Net  income  was  $52.0  mil- 
lion or  $5.27  per  share,  up  12%.  The  Company's  NYSE  symbol  is 
HSC. 
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§  Gulf  Energy 
Corporation 


Gulf  Energy  Corporation  has  shown 
strong  growth  during  the  past  four 
years.  The  Company  is  engaged  in  oil 
and  gas  exploration  and  development 
in  several  Western  and  Rocky  Moun- 
tain States.  Two  coal  mines  are  operat- 
ing in  Logan  County,  West  Virginia. 
Continued  expansion  with  heavy  em- 
phasis on  oil  and  gas  is  expected. 
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Hexcel 


A  world  leader  in  development  and 
manufacture  of  engineered  products, 
Hexcel  was  listed  on  the  New  York 
Stock  Exchange  in  March,  1980  (HXL). 
Basic  products — structural  materials, 
specialty  chemicals  and  resins — are 
marketed  internationally  for  transpor- 
tation, telecommunications,  recrea- 
tion, construction,  general  industrial, 
aerospace,  medical,  health  and  person- 
al care  applications.  Hexcel  has  signed 
a  research  agreement  with  the  New  Jersey  School  of  Medicine  to 
develop  artificial  tendons  and  ligaments  for  human  implant.  Divi- 
dends paid  continuously  since  1955. 
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Edward  Hines 
Lumber  Co. 

Hines  is  a  complete  lumber  and  build- 
ing products  company.  It  has  manufac- 
turing operations  in  the  Far  West, 
Rocky  Mountain  and  Southern  re- 
gions; wholesale  distribution  centers 
throughout  the  Central  States;  and  re- 
tail yards  and  home  centers  in  the 
Chicago  area.  Products  are  sold  princi- 
pally to  retail  dealers,  other  distribu- 
tors and  industrial  accounts,  residen- 
tial and  commercial  builders  and  to  do-it-yourself  consumers. 
Increasing  family  formations  in  the  1980's  and  related  demands 
for  housing  and  homeowner  products  provide  growing  opportuni- 
ties to  serve  these  markets. 
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Industrial  National 
Corporation 


InCorp  (NYSE-INB),  is  a  $3.3  Hi  1 1  id 
diversified  financial  services  compan 
with  more  than  225  offices  in  25  start 
and  four  foreign  locations.  We're  d 
gaged  in  banking,  mortgage  bankira 
factoring,  consumer  finance,  EDI'  an 
leasing  Dividends  have  been  pa 
without  interruption  since  1792.  191J 
results:  •  Fourth  quarter  marked 
consecutive  quarter-to-quarter  carl 
ings  increases.  •  Earnings  up  25%  to  $25  million.  •  Return  c 
common  equity  exceeded  16%. 
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HON  INDUSTRIES 

Net  income  $17.6  million,  up  18%, 
sales  $198.7  million,  up  8%  over  1978. 
Twenty-one  years  of  increased  earn- 
ings, dividends  paid  99  consecutive 
quarters,  net  income  increased  at  rate 
of  25.9%  for  last  ten  years.  HON  ranks 
as  one  of  largest  U.S.  manufacturers  of 
office  furniture,  added  volume  in  mate- 
rials handling  equipment.  Traded 
OTC,  symbol— HONI. 
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Interlake,  Inc. 

Interlake,  Inc.  is  a  Chicago  based  inte 
national  leader  in  basic  and  high  ted 
nology  metals,  castings  and  storag 
handling  packaging  systems.  Said 
reached  past  the  billion  dollar  mark  i 
1979,  and  net  earnings  reached  a  reJ 
ord  $.-59. 7  million.  Earnings  per  shad 
rose  to  $6.66  from  $1.77  in  1978.  Cu 
rent  dividend  rate:  $2.20  annualized. 
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House  of  Ronnie,  Inc. 


Fiscal  Year  ended  6/30/79:  record  sales 
and  earnings.  Six  month  12/31/79:  22% 
increase  in  sales  and  earnings.  27  con- 
secutive   quarterly    cash  dividends. 

•  Year  end  net  sales  $50,217,159  •  net 
earnings  $3,002,835  •  earnings  per 
share  $1.23  •  Six  month  net  sales 
$26,487,619  .net  earnings  $1,549,936 

•  earnings  per  share  85c.  Current  An- 
nual dividend  60c  per  share.  A  leading 
manufacturer  of  ready-to-wear  wom- 
en's and  children's  sportswear,  loungewear  and  underwear.  Traded 
American  Stock  Exchange,  Symbol — HRO. 
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International  Minerals 
&  Chemical  Corporator 

IMC  is  the  world's  largest  private  er 
terprise  producer  of  phosphate  and  pol 
ash  fertilizer  materials,  and  also  make 
nitrogen  fertilizer.  Natural-resourc 
based,  the  company  also  has  interest 
in  natural  gas  and  oil,  and  is  a  work 
wide  supplier  of  products  to  industria 
chemical,  animal  health  and  nutntior 
and  energy  markets.  *  Fiscal  197 
earnings:  $6.72  per  share  *  Curren 
dividend  rate:  $3.48  per  year 
'Before  50%  stock  distribution  April  2! 
1980. 
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IN  A  Corporation 

INA  Corporation's  net  operating  in- 
come was  up  16%  to  a  record  $245 
million,  or  $6.34  per  share,  on  record 
revenues  of  $4.6  billion.  Cash  divi- 
dends declared  increased  18%  to  $2.05 
per  share.  Based  on  the  current  quar- 
terly rate,  the  annua!  dividend  equals 
$2.20  per  share.  INA,  founded  in  1792, 
has  worldwide  operations  in  property- 
casualty  insurance,  life  and  group  in- 
surance, health  care  and  investment 
janagement. 
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i-  r 


NET  WEIGHT- POUNDS 


1979 
IOWA  BEEF 
PROCESSORS 
INC 
ANNUAL 
REPORT 


Iowa  Beef  Processors, 
Inc. 

EPS  increased  for  the  ninth  consecn 
tive  year  in  1979.  1st  quarter  1981 
indicates  another  good  earnings  year. 


Sbp 


Sale*  [Mil.) 

E.P.S. 

Div 

1979 

$4,216 

$4.28 

52c 

1978 

$2,968 

$3.46 

26c 

1977 

$2,024 

$3.14 

25c 

1974 

$1,537 

$1.98 

1970 

$  691 

$  .08 

net  Dakota  city  NEBRASKA  U.8.A.  88781        -Increased  to  60c.share  in  January  1980 

Nation's  leading  beef  packer-processo 
operates  nine  beef  plants  and  one  pork  plant.  A  tenth  beef  plan 
now  under  construction.  Markets  fresh  boxed  beef,  carcasses 
variety  meats  and  by-products,  including  hides. 
(NYSE-IBP) 
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Iowa  Electric  Light  and 
Power  Company 

Iowa  Electric  Light  and  Power  Com- 
pany 1979  earnings  were  equivalent  to 
$2.06  per  average  common  share.  Rev- 
enues for  1979  increased  $47  million 
over  1978  to  $289.7  million  Net  in- 
come available  for  common  stock  was 
$15  4  million.  Effective  with  the  quar- 
terly dividend  paid  January  1,  1980, 
common  share  dividends  are  at  an  an- 
nual rate  of  $1.60. 


69 


Keystone 

International,  Inc. 


Keystone  International  (NYSE:  "KM") 
is  a  world  leader  in  automated  flow- 
control  processing  technology  and 
products  used  by  industry  across  the 
board.  Since  1968,  when  the  company 
became  public,  Keystone  has  been  one 
of  the  fastest-growing  U.S.  companies: 
•  net  income  has  grown  3,140%;  •  net 
sales  have  risen  694% ;  •beginning- 
year  shareholders'  investment  has  av- 
eraged over  30% ;  •  dividend  rate  has  been  raised  almost  2,000% . 
In  1979  alone,  Keystone's  net  income  rose  32%  to  $13.6  million 
on  a  30%  rise  in  sales  to  $109  million. 
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Iowa  Resources  Inc. 

Revenues  surpassed  $269  million  in 
1979  and  earnings  for  the  year  were 
$3.57  per  common  share.  Dividends 
have  been  increased  to  the  annual  rate 
of  $2.52  per  share,  formerly  $2.40. 
Iowa  Resources  Inc.  is  a  holding 
company  with  Iowa  Power  and  Light 
Company  as  its  principal  subsidiary. 
Iowa  Power  serves  227,000  electric  and 
131,000  gas  customers  in  Iowa.  (NYSE- 
IOR) 
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Walter  Kidde  & 
Company,  Inc. 

Kidde  achieved  the  highest  sales,  net 
income  and  earnings  per  share  in  the 
company's  history  Higher  results  were 
accomplished  by  its  three  groups-in- 
dustrial and  commercial,  consumer 
and  recreation,  and  safety,  security  and 
protection,  with  record  performances 
by  the  Grove  mobile  hydraulic  crane 
and  Weber  Aircraft  divisions.  In  the 
fourth  quarter,  Jacuzzi  joined  the  Kidde 
family  of  leadership  companies. 
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Ivaco  Ltd. 

Ivaeo  is  a  highly  vertical  U.S.  and 
Canadian  producer  of  steel,  wire  rods, 
hot  rolled  bars,  structural  shapes,  wire, 
nails,  fasteners,  steel  tubing,  axles,  pre- 
cision machined  components  and  pre- 
engineered  steel  buildings.  It  also  pro- 
duces high  technology  fabrics  and  felts 
for  use  by  the  paper  manufacturing 
industry.  Sales  in  1979  were  $495  mil- 
lion up  from  $266  million  in  1978  and 
net  earnings  were  $42.7  million  up 
$24  million  in  1978.  Net  earnings  per  share  were  a  record 
per  share  compared  to  $2.44  in  1978.  The  Company's  stock 
ed  on  the  Montreal  and  Toronto  Stock  Exchanges. 


71 


Knight-Ridder 
Newspapers,  Inc. 

Kmght-Ridder's  33  dailv  newspapers 
circulate  about  25  million  copies  a 
week,  the  largest  circulation  of  any 
U.S.  newspaper  group.  The  company 
also  owns  three  VHF  television  sta- 
tions, and  a  book-publishing  subsid- 
iary. The  five-year  growth  record: 
earnings  per  share  from  continuing  op- 
erations have  grown  20.7%  compound- 
ed annually,  while  dividends  declared 
have  grown  23.8%. 
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Kansas  City  Southern 
Industries,  Inc. 


Five  consecutive  years  of  outstanding 
achievement  and  significant  growth  in 
revenues  and  earnings: 
1979  1978        1977        1976  1975 

Revenues  ($  Millions) 
$269.5      $229.7     $192.4     $178.2  $160.0 

Earned  Per  C  ommon  Share 
$5.12  $3.93  $2.47  $1.32  $0.89 
( Iperations:  *  KCS  Lines — rail  freight 
between  Kansas  City  and  Gulf.  *  Life- 
insurance  programs,  coordinated  with 
*  Data  processing  design  and  services 
ancial  community.  *  Television  broadcasting.  *  Manufactur- 
specialized  heavy-duty  vehicles.  *  Real  estate. 
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il  fund  investments. 


Koppers  Company,  Inc. 

Investment  in  Koppers  over  the  past 
five  years  produced  an  average  total 
return  of  29%  per  year  to  shareholders. 
The  highly  diversified  industrial  oper- 
ations of  the  company  arc  strategically 
situated  so  that  75%  of  sales  arc  in  the 
construction  and  capital  spending  seg- 
ments of  the  economy  and  25%  in 
intermediate  industrial  products.  This 
product  mix  gives  Koppers  a  decided 
edge  in  providing  future  growth  and 
continued  high  returns  to  investors. 
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The  Lamson  & 
Sessions  Company 

During  1979  Lamson  &  Sessions  ac- 
quired Midsco,  Incorporated  and  Unit- 
ed-American Car  Co.,  broadening  its 
products  and  coverage  in  a  number  of 
key  capital  goods  industries.  Sales  in- 
creased 69%  to  $324. 8  million  and  net 
earnings  were  up  97%  over  1978.  In 
addition  to  a  3-for-2  stock  split  in 
1979,  cash  dividends  per  share  were 
23%  greater  than  in  1978.  (traded 
NYSE:  symbol  LMS) 
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UcOONOUQH  CO 


McDonough  Co. 

Fiscal  1979  results  —  new  highs  set  I 
eleventh  consecutive  year  in  both  sal 
and  earnings 

Fiscal  Year  I 
Ended 
|anuary3I  \9t\ 


1  31  80 


Net  Sales 
Net  Earnings 
Earnings  per  Share 
Current  Annual  Dividend 


$450,61  l.OOfJ 
$  21,5SO,OCO 
$  S.39f 


Eleven  year  growth  record  is  built 
Company's  multi-product  lines  of  foo 
wear,  hand  tools,  and  building  matei 
als.  M DO/ NYSE 
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La-Z-Boy® 
Chair  Company 

La-Z-Boy  Chair  Company  is  the 
world's  largest  producer  of  upholstered 
furniture  for  residential,  commercial 
and  institutional  markets.  Products  in- 
clude reclining  chairs,  sleep  sofas  and 
office/health  care  furniture.  La-Z-Boy 
operates  eight  domestic  plants  and  a 
subsidiary  in  Canada.  Record  sales  ex- 
—  ceeded  $155,000,000  this  year,  and  the 
company  attained  assets  of  more  than 
1100,000,000.  Dividends  have  been  paid  continuously  since  1963. 
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Management 
Assistance  Inc. 


MAI — Management  Assistance  Id 
(NYSE:  M) — is  a  leading  multinationi 
manufacturer,  marketer  and  servicer! 
business  computer  and  word  procea 
ing  systems.  In  fiscal  1979,  the  Con 
pany  had  revenue  of  $272  million  aq 
net  income  before  extraordinary  crea 
of  $18.8  million.  MAI's  systems  al 
marketed  and  serviced  through  a  nel 
work  of  direct  sales  offices  and  inde 
pendent  distributors  in  over  65  cities  and  160  service  maintcnanc 
locations  in  the  United  States,  and  in  more  than  115  sales  ail 
service  locations  in  over  30  other  countries. 
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Leggett  &  Piatt, 
Incorporated 

Leggett  &  Piatt  manufactures  a  broad 
line  of  components  distributed  nation- 
ally to  makers  of  household  furniture. 
As  a  service-oriented  "manufacturer's 
manufacturer,"  Leggett  achieved 
growth  in  earnings  per  share  of  16.2% 
compounded  annually  for  the  ten  years 
1970-1979.  For  1979,  sales  totaled  $215 
million,  earnings  per  share  $1.70,  and 
cash  dividends  $.44  per  share.  (NYSE 
symbol  LEGI 
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Marion  Corporation 


A  Mobile-based,  integrated  oil  cod 
pany  with  record  results  for  its  fisca 
year  ended  1/31/80: 
•Revenues  up  78%  to  $324  million. 
•Net  income  of  $19.2  million  vs.  $7. 
million. 

•E.P.S.  of  $2.65  vs.  $1.08. 
"Stockholders'  equity  up  38%  to  $5 
million. 

•Stock  split  2-for-l  in  December,  1 97? 
Year-end  proven  reserves  totaled  6. 
million  barrels  of  oil  and  49.0  million  MCF  of  gas.  Prospects  fc 
fiscal  1981  enhanced  by  major  refinery  expansion  nearing  compk 
tion.  (OTC-MARNI 
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Lifemark  Corporation 

Lifemark  is  a  diversified  health  care 
company  that  owns,  leases  and  man- 
ages acute-care  general  hospitals,  pro- 
vides contract  ancillary  services  to  the 
hospital  industry  and  owns  a  nation- 
wide network  of  dental  laboratories. 
During  the  past  five  years,  Lifemark's 
revenues  and  net  income  grew  at  com- 
pound annual  rates  of  23%  and  32%, 
respectively,  and  the  annual  dividend 
rate  grew  at  a  59%  compounded  rate. 


The  Marley  Company 

With  high  levels  in  sales,  net  incom 
and  earnings  per  share,  Marley  hai 
another  strong  year  of  performanc 
during  the  year  ended  October  31 
1979.  Eight  operating  subsidiaries  pre 
duced  these  results:  sales  volum 
reached  $300,973,000;  net  incom 
$17,965,000;  earnings  per  share  $3.54 
Description  of  Marley's  operatin 
companies  is  included. 
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SCO  CORPORATION 


T9  ANNUAL  REPORT 


Masco  Corporation 

TWO  DECADES  OF  GROWTH  .  .  . 
Masco  manufactures  faucets  and  other 
residential  and  home  improvement 
products;  energy-related  and  other  spe- 
cialty products;  and  cold  extruded  and 
other  components  for  industry.  Send 
for  our  1979  Annual  Report:  to  learn 
more  about  the  company;  how  it  has 
achieved  23  consecutive  years  of 
growth;  and  how  we  believe  Masco's 
sales,  from  internal  growth  alone,  will 
double  over  the  next  five  years. 
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Minnesota  Power  & 
Light  Company 


Earnings  per  share  rose  6%  in  1979, 
despite  an  18%  increase  in  average 
shares  outstanding.  Return  on  average 
common  equity  exceeded  13%,  ap- 
proximately that  allowed  by  regulatory 
bodies,  indicating  that  regulatory  lag 
was  not  a  problem.  Dividends  were 
increased  by  5%,  effective  March  1, 
1980,  the  tenth  year  in  which  divi- 
dends have  been  increased.  Outlook: 
No  significant  long-term  financing  for  the  next  three  to  four  years; 
sufficient  generating  capacity  to  meet  customer  needs  until  at 
least  1985;  98%  of  energy  to  be  produced  from  coal  and  hydro; 
over  50%  of  energy  sales  covered  by  long-term  contracts  with 
industrial  customers.  gCJ 


Oscar  Mayer 
&  Co.,  Inc. 


Oscar  Mayer  &  Co.  is  nationally  recog- 
nized for  its  family-convenience, 
branded,  processed  red  meats,  its  pro- 
cessed turkey  products  (Louis  Rich, 
Inc.)  and  its  food  service  operations 
(Chef's  Pantry,  Inc.,  Oscar  Mayer  Food 
Service  and  Louis  Rich,  Inc.).  It  also 
has  meat  processing  companies  in 
three  foreign  countries.  In  fiscal  1979, 
sales  reached  a  record  $1,589,517,000 
rnings  a  record  $45,927,000  (both  restated  to  include  Louis 
Inc.).  Oscar  Mayer's  NYSE  symbol  is  OMC. 
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Moore  McCorrnack 
Resources 

Moore  McCorrnack  Resources  earned 
$40,513,000  in  1979,  up  21  percent 
from  1978;  earnings  per  share  were 
$7.10,  a  record.  The  company's  activi- 
ties include  the  exploration,  produc- 
tion and  transportation  of  iron  ore, 
coal,  cement,  concrete  products  and 
aggregates,  and  the  exploration  and 
production  of  oil  and  gas.  The  com- 
pany's water  transportation  activities 
include  a  fleet  of  Great  Lakes  vessels,  and  a  cargo  liner  fleet 
operating  between  the  United  States  and  South  America  and 
South  Africa.  The  company  is  looking  ahead  to  the  start  of  a 
liquefied  natural  gas  (LNG)  transportation  project. 


ill; 


Mead  Corporation 

1979  another  record  year:  17%  in- 
crease in  net  earnings  to  $141  million 
resulted  in  record  18.1%  return  on 
shareowners'  equity.  Fully  diluted 
earnings  per  share  reached  $5.19  from 
$2.72  in  '74 — a  compound  growth  rate 
of  14% — one  of  the  most  impressive  in 
the  forest  products  industry.  Dividends 
have  increased  for  seven  consecutive 
years  to  annual  rate  of  $1.80  per  share. 


Morrison-Knudsen 
Company,  Inc. 
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Net  after-tax  earnings  of  Morrison- 
Knudsen  have  grown  at  an  average 
annual  rate  of  21%  since  1973,  reach- 
ing $25.4-million  or  $6.05  per  share  in 
1979.  The  company  engages  in  con- 
struction, engineering,  contract  coal 
mining,  real  estate  development  and 
project  management  services,  and, 
through  a  wholly  owned  subsidiary 
(National  Steel  and  Shipbuilding,  of 
San  Diego)  is  a  major  West  Coast  shipbuilder.  In  February,  1980, 
the  first-quarter  dividend  was  increased  to  $.46  per  share.  (NYSE- 
MRN) 

91 


JNUAL  REPORT 


Mercury  Savings  and 
Loan  Association 

A  California  stock  Savings  and  Loan 
Association.  Assets  since  1964  open- 
ing approximate  $700  million,  with 
additional  $300  million  loans  serviced. 
Listed  ASE  and  PSE,  "MSL".  Strong, 
experienced  management  team  using 
entirely  unique  marketing  techniques. 
Quarterly  cash  dividend  12'/2C;  6% 
stock  dividend  each  year  since  1971. 
Offices  statewide  in  Orange,  Los  An- 
geles, Ventura  and  Santa  Clara  Coun- 
ties. 
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The  L.E.  Myers  Co. 
Group 

The  nation's  largest  installer  of  trans- 
mission and  distribution  systems  for 
electric  utilities.  In  1979  earnings  rose 
12%  to  $1.71  on  revenues  of  $168 
million.  Domestic  backlog  at  record 
level  of  $103  million  and  65%  above 
prior  year-end  as  Myers  experiences 
strong  pick-up  in  U.S.  business.  Quar- 
terly dividend  was  increased  in  Febru- 
ary 1980  to  15«  per  share.  Listed 
NYSE. 
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National  Distillers  & 
Chemical  Corporation 


A  leader  in  petrochemicals,  olcochemi- 
cals,  liquors,  wines,  metals  and  blan- 
kets, NDCC  experienced  another  good 
year  in  1979.  Reflecting  a  sharp  upturn 
in  metals,  and  strong  performances  by 
chemicals  and  wine  operations,  NDCC 
reported  increases  in  net  income  to 
$135.8  million  and  sales  to  S2.ll  bil- 
lion. A  merger  with  Indiana  Group, 
Inc.,  a  multiple  line  property  casualty 
insurer,  was  completed  and  our  Euro- 
pean polyethylene  operations  were  sold  at  a  profit.  The  common 
dividend  was  increased  for  the  seventh  time  in  six  years  to  $2.00 
annual  rate.  NYSE  symbol  is  DR. 
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— -  NICOR  Inc. 

NICOR  has  subsidiaries  in  oil  and  ga 
exploration  and  development;  oil  art 
gas  contract  drilling,  barging  of  pctrJ 
leum  and  chemical  products;  marin 
and  diesel  equipment  repairs;  acquis 
tion,  development  and  mining  of  cm 
reserves;  gas  distribution;  and  othJ 
energy  activities.  Net  income  rose  aj 
most  13%  to  $87.4  million  on  re 
enues  of  $1.6  billion  in  1979.  Earning 
per  share  were  $4.77.  The  May  1  drw 
dend  was  increased  by  6%  to  67c  pe 
share.  The  dividend  rate  has  been  increased  in  21  of  the  past  2 
years.  NYSE:  GAS 
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New  Frontier 
Exploration  Inc. 

Canadian  resource  company  estab- 
lished 1977  Initial  discovery  Rainbow 
South  Field,  Alberta,  1978,  established 
proven  reserves,  4.25  million  barrels 
oil,  2.5  billion  cubic  feet  gas.  19?9 
discovery  wells  Alberta  and  Texas,  in- 
dicate substantial  additional  reserves. 

1979  exploratioh  budget  S5.2  million 
|Cdn.l  will  double  in  1980.  Manage- 
ment projects  production  revenue  for 

1980  will  increase  dramatically. 
(VSE-NFXV,  NASDAQ-NFEXF1 

94 


North  American 
Royalties,  Inc. 


1 14-year-old  company  engaged  in  q 
and  gas  exploration  in  South  Louis 
ana,  Texas  Gulf  Coast,  West  Texal 
New  Mexico,  Oklahoma  and  the  Rocl 
ies,  and  in  manufacture  of  grey  lrcl 
castings,  principally  for  the  auto 
motive  industry.  Fiscal  1979  was  th 
sixth  consecutive  year  in  which  rej 
enues  ($118  million)  and  net  lncord 
($10.6  million  or  $3.15  per  comma 
share)  set  new  records.  Listed  on  American  Stock  Exchange  aq 
Pacific  Coast  Stock  Exchange.  Symbol:  NAR. 
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Niagara  Mohawk  Power 
Corporation 

Upstate  New  York's  largest  electric 
and  gas  utility,  serves  1.3  million  cus- 
tomers and  has  assets  of  $3.5  billion. 
Revenues  in  1979  were  $1.5  billion  and 
net  income  was  SI 56  million,  up  11% 
from  previous  year.  The  annual  divi- 
dend of  $1.44  provides  an  attractively 
high  current  yield.  A  Dividend  Rein- 
vestment Plan  is  offered  to  common 
and  preferred  holders.  Owns  two  Cana- 
dian subsidiaries  (NYSE  NMK). 
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Northern  Natural 
Gas  Company 


|  Now  InterNorth.  Inc.  I 


Record  earnings  and  revenues  him 
lighted  1979,  Northern's  fiftieth  yea 
Net  income  was  a  record  S  185.5  rag 
lion.  Operating  revenues  totaled  a  rei 
ord  S2.5  billion.  Property,  plant  am 
equipment,  at  cost,  now  exceeds  S 
billion.  Earnings  per  share  of  S8.1 
were  our  highest  ever.  Northern  is  ai 
energy-based  company  involved  in  na( 
ural  gas,  liquefied  fuels,  petrochemicals,  oil  and  gas  exploration  am 
coal  operations. 
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Niagara  Share 
Corporation 


Niagaia^Gimrs 


A  diversified  publicly  traded  invest- 
ment company  whose  primary  obiec- 
tive  is  growth  of  capital  from  invest- 
ments in  domestic  and  foreign  corpo- 
rations. Superior  long-term  record. 
Directly  managed  by  its  officers  and 
directors,  who  are  substantial  share- 
holders. Shares  are  eligible  for  Keogh 
and  Individual  Retirement  Trusts.  51st 
Annual  Report  includes  investment 
policy,  distribution  options  and  investment  results.  Listed  on 
NYSE. 
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Northwest  Energy 
Company 

Northwest  Energy  Company,  througl 
subsidiaries,  supplies  natural  gas  t< 
seven  western  states,  is  operating  part 
ner  for  the  group  which  will  construe 
the  Alaskan  section  of  the  Alaski 
Highway  Pipeline  Project,  seeks  to  de 
velop  Rocky  Mountain  natural  gas  an< 
oil  reserves  and  operates  an  under 
ground  coal  mine  in  Colorado. 


Year  Ended  December  31,  1979 
Operating  Revenues         Net  Income  Per  Share 

Sl.l  billion  S41,300,000  S4.55 

10c 
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1979  ANNUAL  REPORT 


Numac  Oil  & 
Gas  Ltd. 


Numac  is  a  diversified  Canadian  natu- 
ral resource  company  listed  on  Toron- 
to and  AMEX.  •  Has  more  oil  sands 
reserves  than  any  Canadian  indepen- 
dent (interest  of  12!/2%  to  25%  in  over 
20  billion  barrels)  •  Major  uranium  dis- 
covery at  Midwest  Lake,  Saskatch- 
ewan •  Interests  in  300,000  acres  in 
the  Elmworth  area  •  20%  net  carried 
in  270,000  acres  in  the  Mackenzie  Del- 
•  well  tested  oil  at  7,200  barrels  and  gas  at  31  million  cubic 
:r  day,  another  tested  21  million  cubic  feet  •  Large  export- 


is  reserves 
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Peabody  International 


At  its  core,  Peabody  is  an  energy  com- 
pany. In  1979,  50  percent  of  our  sales 
and  a  higher  share  of  profits  related  to 
clean,  safe  energy  production,  trans- 
portation and  use.  Our  three  disci- 
plines— Oil  Field,  Quality  Assurance 
and  Environment — give  Peabody  a 
unique  market  position  in  the  U.S.  and 
internationally  and  offer  outstanding 
opportunities  in  fuel  production  and 
conservation,  the  safety  and  reliability 
of  critical  products  and  structures,  environmental  control  and 
resource  recovery.  This  stake  in  the  world's  energy  market  has 
enabled  Peabody  to  record  a  compound  annual  growth  rate  in  sales 
of  26.6  percent  in  the  eleven  years  since  current  management  was 


installed. 
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Teas  S**hc*Jng  Group  he 


Overseas  Shipholding 
Group,  Inc. 


OSG  is  the  only  publicly  owned  com- 
pany engaged  exclusively  in  bulk  ship- 
ping in  both  the  U.S.  and  worldwide 
markets.  In  1979,  the  Company's  net 
income  exceeded  $65  million.  Since 
1970,  with  continuing  emphasis  on 
medium-   and   long-term  chartering, 
OSG's  fleet  has  increased  from  1.1 
bHmbI     million  to  over  5.5  million  deadweight 
tons    During  this  period,  per  share 
>s  have  grown  at  a  compounded  annual  rate  in  excess  of 
DSG's  strong  financial  condition  and  market  prospects  are 
d  in  the  1979  Annual  Report.  (NYSE,  PSE:  OSG) 
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Pennsylvania  Power 
&  Light  Company 

Pennsylvania  Power  &  Light  Company 
(PP&L)  supplies  electricity  to  987,000 
homes  and  businesses  over  a  10,000- 
square-mile  area  in  central  eastern 
Pennsylvania.  PP&.L  has  strong  gener- 
ating capacity  and  fuel  position.  It  is  a 
net  supplier  to  the  PJM  Interconnec- 
tion, one  of  the  world's  largest  power 
pools.  Quarterly  dividends  on  common 
stock  were  increased  from  51  cents  to 
53  cents  beginning  with  the  April  1 
dividend. 
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Pacific  Power  & 
Light  Company 

Revenues  of  electric  and  telephone 
utilities  were  $640,108,000,  up  26.4% 
due  to  higher  rates  and  purchase  of 
Alaska  long-lines  telephone  system. 
Net  income  of  $112,511,000,  up  6.4%, 
includes  coal  mining  earnings.  Earn- 
ings were  $2.46,  off  5c  due  to  greater 
number  of  shares  outstanding.  Quar- 
terly dividend  is  51c,  up  3c  from  year 
ago. 
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Pennwalt  Corporation 

Ninth  consecutive  year  of  earnings 
growth  .  .  .  $5.01  per  share  earned  in 
1979.  Pennwalt  sales  exceeded  $1  bil- 
lion for  the  first  time  in  1979.  Penn- 
walt Corporation,  with  headquarters  in 
Philadelphia,  is  a  worldwide  manufac- 
turer of  chemicals,  health  products 
(pharmaceutical  and  dental)  and  preci- 
sion equipment.  (NYSE-PSM) 
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Parker  Hannifin 
Corporation 

Fiscal  1979  (ended  )une  30)  was  an 
excellent  year  marked  by  dynamic 
growth,  complementing  the  market 
and  financial  balance  of  this  world 
leader  in  fluid  systems  components  for 
the  industrial,  automotive,  aviation, 
space  and  marine  markets.  For  1979, 
net  income  rose  27%  to  $50.2  million 
on  record  sales  of  $846  million,  up 
22%.  Earnings  per  share  rose  23%  to 
$3.75,  with  dividends  increasing  for 
the  23rd  consecutive  year.  PH  -NYSE 
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Peoples  Energy 
Corporation 

(Formerly  Peoples  Gas  Company) 

Diversified  Chicago-based  company 
engaged  in  oil  and  gas  exploration  and 
production,  gas  transmission  and  dis- 
tribution, coal  mining  and  marketing, 
and  other  energy-related  businesses. 
Total  assets  exceed  $3  billion.  Cash 
dividends  paid  each  consecutive  quar- 
ter since  1939.  Current  annual  rate 
$3.00.  Listed  New  York  and  Midwest 
Exchanges.  Ticker  symbol:  PGL. 
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Perry  Drug 
Stores,  Inc. 


Net  earnings  in  our  first  fiscal  1980 
quarter  ended  Ian.  31  were  the  highest 
in  our  history.  We  are  projecting  our 
fifth  in  a  row  year  of  record  operating 
results.  A  recent  Management  Hori- 
zons, Inc.,  report  shows  Perry's  five- 
year  sales  growth  rate  of  28%  leading 
the  chain  drug  store  industry.  We  oper- 
ate 68  drug  stores  in  51  Michigan  com- 
munities, plan  to  open  at  least  four 
more  by  Oct.  31. 
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Proler  International 
Corp. 

Proler,  a  leading  processor  of  metals  i 
recycling,  operates  IS  capital-intensi' 
plants  producing  ferrous  and  non-fi 
rous  products  for  customers  thr:>ug 
out  the  United  States  and  the  worl 
Products  include  Prolerized  Scrap  ai 
other  quality  grades  of  ferrous  meltii 
^rap;  precipitation  iron  electrolyf 
tin  and  a  wide  variety  of  process 
non-ferrous  scrap.  Fiscal  1980  sales  J 
the  Company  and  its  ioint  ventures  totalled  more  than  $2<j 
million.  iNYSEPSI 
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Pioneer  Corporation 

(NYSE  Symbol:  PNA)  "Pioneer  is  a  di- 
versified, energy-oriented  Corporation 
whose  earnings  per  share  rose  94%  in 
19?9  to  reach  S3. 57  on  record  revenues 
of  S732  million.  In  addition  to  a  utility 
division,  subsidiaries  produce  oil  and 
gas,  uranium  and  natural  gas  liquids. 
Others  perform  contract  drilling,  sales 
and  manufacture  of  oil  field  equip- 
ment, and  sales  of  heavy  construction 
equipment. 
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reinvestment  plan. 


Public  Service 
Company  of 
New  Mexico 

In  1979  Public  Service  Company  ( 
New  Mexico's  (PNMI  net  earnings  pi 
share  increased  by  five  percent  I 
S2.97  per  share,  with  annualized  div 
dends  of  SI. 92  PNM  uses  the  uniqu 
Cost  of  Service  Indexing  rate-makin 
procedure  for  most  of  its  customers.  I 
1980  about  83  percent  of  PNM's  ela 
fueled  by  coal.  PNM  has  a  dividen 
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GROWTH:  Six  increases 
annual  rate  153%. 


Premier  Industrial 
Corporation 

Premier  (NYSE)  markets  over  110,000 
products  for  industrial  maintenance 
and  repair,  ranging  from  fasteners  and 
specialty  lubneants  to  electronic  com- 
ponents. It  is  also  a  leading  producer  of 
fire-fighting  accessories.  RECESSION 
RESISTANCE:  Per  share  earnings  have 
increased  every  year  but  one  since 
1960  and  22%  per  year  compounded 
over  the  past  five  years.  DIVIDEND 
in  the  last  five  years  have  raised  the 
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Public  Service  Electric 
and  Gas  Company 

The  nation's  third  largest  combinatio 
electric  and  gas  utility,  serving  ov( 
75%  of  the  population  in  New  lersej 
Assets  exceed  S6.1  billion.  Ovi 
226,000  common  stockholders  are  cu 
rently  receiving  dividends  at  the  raj 
of  S2.20  per  share  annually.  PSESd 
has  paid  dividends  continuously  siiM 
1907. 
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Prime  Computer,  Inc. 

Prime  Computer  grew  63%  last  year, 
achieving  sales  of  SI 53  million.  Net 
income  doubled  to  S16.9  million  while 
return  on  equity  topped  30%  for  the 
fourth  consecutive  year.  Five  year  an- 
nual growth  rates  of  sales  and  earnings 
have  exceeded  90%.  Prime  Computer 
manufactures,  sells,  and  services  gener- 
al purpose  computer  systems  for  prin- 
cipal world  markets. 
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Puget  Sound  Power 
&  Light  Company 

Puget  Sound  Power  &  Light  Compan 
is  a  hydro-based  electric  utility  servin 
an  area  of  more  than  1 .2  million  peopl 
in  western  Washington  State,  prind 
pally  in  the  Puget  Sound  region.  Puge 
Power  has  paid  regular  quarterly  cas 
dividends  on  its  common  stock  sine 
1943  and  has  raised  its  common  stoc 
dividend  during  each  of  the  past  fiv 
years. 
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Pullman  Incorporated 

Pullman  Incorporated,  a  diversified  in- 
ternational corporation,  designs,  engi- 
neers and  constructs  industrial  and 
process  plants,  manufactures  and 
leases  rail  freight  cars  and  truck  trail- 
ers. Revenues  in  1979  were  $3.2  bil- 
lion, up  24%  from  1978;  income  from 
continuing  operations  reached  a  new 
high:  $93.7  million.  Pullman  has  paid 
consecutive  quarterly  cash  dividends 
for  112  years— a  record  unmatched  by 
any  other  industrial  company. 
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SCOA  Industries  Inc. 


1979  was  the  fifth  consecutive  record 
year  for  this  general  merchandising 
and  footwear  company.  Operating  in- 
come rose  31%  to  $26.6  million,  or 
$4.22  per  share;  sales  up  13%  to 
$880.2  million.  Gain  on  sale  of  Canadi- 
an subsidiaries  raised  net  to  $30.4  mil- 
lion, or  $4.82  per  share.  5-for-4  stock 
split  is  distributable  May  9,  1980.  5- 
for-4  and  3-for-2  splits  distributed  in 
fiscal  1978.  Cash  dividend  increased 
11  times  since  1976  and  chief  execu- 
tive will  recommend  another  increase  at  May  directors'  meeting. 
Consecutive  quarterly  cash  dividends  paid  since  1929. 
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lymond 

?r  national  Inc. 


Raymond 
International 


Inc. 


Annual  Report  1979 


A  leading  worldwide  engineering  and 
construction  company  that  has  proj- 
ects under  way  in  over  40  countries. 
The  company's  activities  include  de- 
sign, engineering  and  construction  ser- 
vices, the  installation  of  foundations, 
marine  heavy  construction,  and  the 
fabrication  and  installation  of  offshore 
platforms.  In  1979,  RII  earned  $12  mil- 
lion or  $2.60  per  share.  NYSE  Symbol: 
RII 
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Safety- Kleen  Corp. 

Consolidated  1979  sales  up  27%  from 
1978.  Net  earnings  up  38%.  Com- 
pany's first  public  offering  of  common 
shares  was  April  3,  1979. 


Sates 

Net  Earnings 

(Mil.) 

(Mil.) 

E.P.S. 

1979 

$85.2 

$5.7 

$2.12 

1978 

67.1 

4.2 

1.70 

1977 

53.4 

3.1 

1.30 

1976 

45.5 

2.6 

1.11 

1975 

35.7 

2.1 

.89 

Safety-Kleen  markets  metal  parts 
cleaning  services  and  solvent  recycling  capabilities  to  automotive, 
industrial  and  related  markets.  Customers,  over  180,000.  Oper- 
ations in  U.S.,  Canada,  West  Germany  and  United  Kingdom. 
(OTC-SAFK) 


Regal-Beloit 
Corporation 


Annual  average  growth  rate  of  20%  per 
year  for  the  last  decade. 

Return  on 

Sales  (MIL)       Profits  (M1L|    EPS  Equity 
1979    $38,147  $2,957        $2.01*  25%* 

1978      26,479  1,875  1.30  19% 

'After  LIFO  acounting  method  change  of  $.22. 

Recognized  leader  in  "Special"  cutting 
tools  for  defense  and  other  metal- 
working  industries  and  power  trans- 
mission systems  for  Farm/Ag  equip- 
manufacturers.  100  shares  ($500)  invested  in  1955  is  now 
shares  ($49,780  as  of  12-31-79)  with  stock  dividends/splits. 
)mpany  has  paid  79  consecutive  quarterly  dividends  (AMEX- 
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Success  in  the  19BO  s  lor  the  industries  we 
serve  Mill  be  heavily  dependent  upon  their  ability 
to  solve  the  ongoing  problems  of  enetgy.  ecology 
and  economy  As  Salem  continues  lo  advance  its 
engineering  technology  and  to  broaden  and 
intensity  its  expertise,  we  ate  providing  solutions 
to  these  problems  throughout  the  world 


Salem  Corporation 

Net  Income  for  1979  was  $3,050,539  or 
$1.86  per  share  and,  thus,  for  the  fifth 
consecutive  year,  Salem's  earnings  ex- 
ceeded $3  million.  The  volume  of  new 
orders  received  during  the  year  rose  to 
$114  million.  Salem  Corporation  pro- 
vides a  wide  range  of  customer-orient- 
ed design  and  engineering  capabilities 
in  supplying  metal  heating  and  carbon 
baking  furnaces,  coal  processing 
plants,  metal  finishing  equipment  and 
coke  ovens  and  related  facilities. 
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Rowan  Companies,  Inc. 

A  profitable  petroleum  service  com- 
pany for  57  years  with  net  income 
increasing  at  an  average  compound 
rate  of  42%  per  year  in  the  past  seven 
years  to  $32.8  million  or  $2.67  per 
share  in  1979.  High  demand  exists  for 
the  Company's  32  heavy-duty  drilling 
rigs,  and  new  equipment  costing  $225 
million  is  ordered.  The  Company  also 
contracts  helicopters  and  has  a  grow- 
ing equity  interest  in  petroleum 
exploration. 


Santa  Fe 
Industries,  Inc. 

In  1979  Santa  Fe  Industries,  Inc. 
achieved  record  results  for  the  fourth 
consecutive  year.  Revenues  increased 
21.8  percent  to  $2.5  billion  and  net 
income  increased  37.8  percent  to 
$227.7  million  or  $8.08  per  share.  San- 
ta Fe  Industries  is  engaged  in  transpor- 
tation, including  The  Atchison,  Tope- 
ka  and  Santa  Fe  Railway,  natural  re- 
sources, forest  products  and  real  estate 
and  construction.  NYSE  symbol:  SFF 
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Saxon  Industries,  Inc. 


Saxon  Industries,  Inc.  concentrates 
upon  serving  the  growing  demand  for 
paper  and  paper-related,  products  by 
operating  in  three  distinct  but  com- 
patible lines  of  business:  Paper  and 
Paper  Products  (printing  and  industrial 
papers,  disposables,  envelopes,  solar 
control  filmsl;  Business  Products  (pho- 
tocopiers, related  supplies),  Advertis- 
ing Specialties  (graphic  an  products, 
advertising  premiums,  business  gifts). 
Saxon  serves  more  than  150,000  customers  internationally.  Sales 
for  1979  are  expected  to  be  approximately  S650  million  compared 
with  S575  million  for  1978. 
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Stewart-Warner  Corp. 

Total  sales  and  net  income  set  nei 
records  in  1979,  for  the  fourth  coi 
secutive  year.  Sales  of  S365, 971,0(1 
were  up  ten  percent  over  1978.  N'J 
income  was  equal  to  $4  19  per  shar 
compared  to  S4.09  in  1978.  1979  wj 
forty-second  consecutive  year  of  cas 
dividends,  and  the  twenty-fourth 
the  past  twenty-five  in  which  succej 
sively  greater  cash  dividends  wei 
paid. 
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Sierra  Research 
Corporation 


Sierra  Research  Corporation  is  a  lead- 
ing designer,  developer  and  manufac- 
turer of  radar  systems,  air  navigation 
and  flight  inspection  systems  teleme- 
try data  link  systems  and  other  engi- 
neered systems  based  on  electronic, 
avionic,  and  digital-computer  technol- 
ogy, for  military  and  industnal  applica- 
tion, worldwide.  Average  annual 
growth  for  last  10  years  exceeded  16% 
in  sales  and  23%  in  net  income.  1979  earnings  were  SI, 52 1,000  or 
S1.83  on  sales  of  S39,402,000  compared  with  S990,000  or  SI. 20  on 
sales  of  S28,950,0OO  reported  for  1978. 
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Sullair  Corporation 

Earnings  for  1979  were  up  31%  on  . 
24%  sales  increase.  In  the  past  1( 
years  sales  increased  at  a  compoua 
annual  rate  of  32%  and  earnings  ro» 
34%.  Sullair  is  a  leading  producer  a 
rotary  screw  air  compressors.  Thi 
recent  introduction  of  generator  set 
and  other  new  products  will  add  ti 
growth  prospects.  NASDAQ — SULL. 
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Sparton  Corporation 


•SWVRTON 
i  CORPORATION 


During    ten    consecutive  profitable 
years  in  the  70's,  Sparton  increased 
Affti/u.  sales  and  shareowners'  equity  in  each 

—  "      of  last  8  vears;  dividends  in  each  of  last 

 vjk       5  years.  Has  hidden  oil  reserves — oil 

  —  and  gas  exploration  since  1972.  Cur- 

^H^^^^^H  rent  quarterly  dividends.  S.20  share  | in- 

dicated annual  rate — S. 801.  Continuous 
^tm  dividend*  since  1963  Electronic  auto- 

motive,  telecommunication,  automa- 
^  c  ^  tion,  products.  Fiscal   1979:  Record 

Sales  C\  Revenues — S83, 599,456  (up  6%);  Record  Income — 
S5,134,733  |up  216%),-  ROI— 16%;  ROS— 6%;  Shareowners'  Equi- 
ty— S3 1,868, 775  (up  15%  I.  No  long  term  debt.  Backlog — January 
31,  1980— S83,400,000. 
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Sun  Electric 
Corporation 


The  Company  has  achieved  a  com 
pound  annual  sales  growth  rate  of  I 
percent  over  the  last  10  years  and 
compound  annual  growth  rate  in  ne 
earnings  of  20  percent  during  the  sarm 
period.  From  fiscal  1978  to  1979,  sale 
advanced  20  percent  to  S165,913,696 
the  18th  consecutive  year  of  sale 
gains,  while  net  earnings  increased  31 
percent  to  SI  1,294,141.  Sun  Electri 
primarily  designs,  manufactures,  and  sells  computerized  or  micro 
processor  based  diagnostic  test  and  service  equipment  for  th 
transportation  industry.  (NYSE-SE1 
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Steel  met,  Inc. 

Business  Week  ranks  Steelmet  fifth  in 
sales  growth  during  1979  in  comparing 
1200  of  the  nation's  largest  companies. 
Steelmet.  a  leading  recycler  of  second- 
ary7 metals,  increased  sales  110%  to 
S313,703,000.  Net  income  was 
S4,117,269,  or  S2.28  share.  Return  on 
invested  capital  was  23.4%.  Each  of 
the  three  operating  divisions — Stain- 
less steel  and  nickel  alloy,  Ferrous  and 
European  contributed  to  the  increase 
in  sales  and  profits. 
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Teleflex  Incorporated 

Teletlex  Incorporated  achieved  recon 
revenues  and  earnings  for  1979.  Rev 
enues  climbed  to  S68,846,800  from  th 
$55,283,100  achieved  in  1978,  a  gaii 
of  25%.  Net  income  rose  to  $3,872.20l 
from  S2, 668,400  the  previous  year,  i 
gain  of  45%.  Earnings  per  share  in 
creased  to  S2.58  from  the  1978  level  c 
SI. 80.  Results  reflect  a  continue 
strengthening  of  technical  portions  o 
the  company's  business  and  a  rede 
ployment  of  assets  away  from  thos 
with  energy  sensitivity. 
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Tenneco  Inc. 

Increased  energy  investments  helped 
Tenneco  report  its  best  year  ever  in 
1979,  setting  records  with  revenues  of 
$11.2  billion,  net  income  of  $571  mil- 
lion and  fully  diluted  earnings  per 
share  of  $5.16.  While  energy  provides 
two-thirds  of  Tenneco's  income,  the 
Company  is  diversified  into  other  ba- 
sic industries — construction  and  farm 
equipment,  automotive  components, 
shipbuilding,  agriculture  and  land  man- 
agement, chemicals,  packaging  and  in- 
surance. 
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Tosco  Corporation 

Earnings  per  share  increased  to  $3.79 
in  1979  from  81  cents  in  1978  as 
revenues  increased  to  $1.9  billion. 
Tosco  (NYSE),  the  nation's  second 
largest  independent  gasoline  refiner 
with  a  strong  position  in  oil  shale 
properties  and  processing  technology, 
looks  to  continued  growth  in  1980  as 
well  as  the  long-awaited  "go  ahead"  for 
oil  shale  commercialization. 
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Texas  International 
Airlines 

1979  marked  another  year  of  record 
earnings  for  Texas  International  Air- 
lines (AMEX).  Net  income  more  than 
tripled  to  $41.4  million  or  $5.88  per 
share,  including  a  $34.6  million  gain 
from  the  sale  of  equity  securities.  The 
continued  success  of  reduced  rate 
"Peanuts  Fares"  generated  a  35% 
growth  in  passenger  revenues  to 
$213.2  million,  an  industry  leading 
lcrease  in  revenue  passenger  miles  to  2,186,296,756,  and  a 
62.1%  passenger  load  factor  versus  60.0%  in  1978. 
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Total  Petroleum 
(North  America)  Ltd. 

An  integrated  oil  company  in  Canada 
and  the  U.S.  with  production  growth 
built  upon  long-life  Canadian  reserves 
and  a  strong  land  position  plus  U.S. 
exploration  and  acquisitions.  Total's 
Michigan  and  Kansas  refineries  have  a 
combined  capacity  of  90,000  bbl./day 
and  produce  a  high  yield  of  gasoline 
marketed  in  14  mid-continent  states. 
Future  growth  is  projected  through  in- 
vestment of  cash  flow  into  operations  and  selected  acquisitions. 
(TPN-Amex] 
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Texasgulf  Inc. 


A  natural  resources  company  which 
finds,  develops  and  produces  chemi- 
cals, metals  and  energy  products  essen- 
tial to  a  higher  standard  of  living  for 
everyone  .  .  .  chemicals  including 
phosphates,  sulphur,  potash  and  soda 
ash,  for  agriculture  and  industry  .  .  . 
metals  including  silver,  copper,  zinc, 
lead,  cadmium,  tin,  gold  and  iron  ore 
in  the  form  of  concentrates  and  refined 
metals  .  .  .  energy  sources  including 
oil,  gas,  coal  and  uranium  .  .  .  and 
forest  products. 
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Transamerica 
Corporation 


Transamerica  emphasizes  insurance, 
financial,  transportation,  entertain- 
ment and  manufacturing  activities. 
The  company  had  a  record  year  in 
1979.  Income  from  operations  was 
$238.8  million,  or  $3.64  per  share,  on 
revenues  of  $4  billion.  Return  on  aver- 
age equity  was  19.2  percent.  Major 
subsidiaries  include  Occidental  Life, 
Transamerica  Insurance,  Transamerica 
Title  Insurance,  Transamerica  Financial  Services,  Transamerica 
Interway,  Transamerica  Airlines,  Budget  Rent  a  Car,  United 
Artists  and  Transamerica  Delaval. 
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Toledo  Edison 
Company 

Dividends  increased  in  1979  to  $2.20 
per  common  share,  the  ninth  year 
dividends  have  increased  in  the  past 
ten  years.  Toledo  Edison  is  one  of  the 
few  utilities  with  a  favorably  balanced 
generation  mix,  converting  plentiful 
coal  and  economical  uranium  to  elec- 
tricity; the  fuel  combination  the  Na- 
tional Academy  of  Sciences  calls  the 
"best  available"  to  meet  America's 
near- term  electric  energy  require- 
ments. NYSE  Symbol:  TED 
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The  Travelers 

The  Travelers  is  one  of  the  world's 
leading  investor-owned  financial  ser- 
vice organizations,  offering  a  variety  of 
investment  services  and  every  princi- 
pal form  of  insurance.  1979  operating 
income  was  a  record  of  $387.6  million, 
or  $9.03  per  share,  on  revenues  of  $7.9 
billion.  Assets  now  exceed  $19  billion, 
and  shareholders'  equity  reached  $2.4 
billion  at  year-end,  $54.85  per  share. 
The  return  on  equity  was  18.4%.  In 
January,  1980,  the  annual  dividend  rate  was  raised  to  $2.48,  a  19% 
increase  over  the  previous  rate. 
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Tyler  Corporation 

1979  was  the  ninth  consecutive  year  of 
record  sales  and  profit  performance  for 
Tyler  Corporation  (NYSE).  Fully  dilut- 
ed earnings  per  share  increased  9%  to 
$2.34,  setting  five-year  and  ten-year 
compound  growth  rates  of  18%  and 
20%,  respectively.  At  20.3%,  return  on 
shareholders'  equity  exceeded  18%  for 
the  ninth  successive  year.  Dallas-based 
Tyler  competes  in  the  fields  of  building 
materials,  trucking  and  industrial  ex- 
plosives. Annual  dividend  rate:  $.50 
per  share. 
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United  Energy 
Resources 

United  Energy  Resources  in  19! 
achieved  record  earnings  for  the  fii 
consecutive  year,  primarily  throu; 
significant  increases  in  natural  gas  C 
liveries.  Capital  expenditures  durii 
1979  also  reached  record  levels,  refle< 
ing  United's  commitment  to  futu 
growth  as  a  diversified  energy  col 
pany.  United's  1979  consolidated  n 
income  of  $1 1 1.7  million,  or  $4.55  p 
share,  represented  a  31%  increase  over  earnings  per  share  in  197 
and  revenues  exceeded  $3.1  billion  for  the  first  time. 
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U  S  Air,  Inc. 


1979  Financial  Highlights 

Operating  Revenues  $728,709,000  +29% 

Earnings  Before  Extraordinary 

Item  $  33,426,000  +49% 

Net  Earnings  $  33,426,000  +  3% 

Shareholders'  Equity  $2 15, 822, 000  +29% 


1979  was  a  year  of  expansion,  record 
earnings,  fleet  modernization — a  year 
of  change  from  a  regional  to  a  major 
national  airline.  In  1980,  and  for  the 
first  time  in  its  history,  USAir  reported  a  profit  for  the  first  two 
months  of  the  year.  Quarterly  cash  dividend  payments  on  the 
common  stock  commence  April  30,  1980. 
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United  Technologies 
Corporation 

With  record  sales  in  1979,  this  divers 
fied,  high-technology  corporatio 
moved  up  into  the  20  largest  U  S.  ma 
ufacturers.  On  sales  of  $9  billion,  m 
income  was  $326  million.  The  con 
pany's  best-known  products  are  Praf 
is.  Whitney  Aircraft  let  engines,  Can] 
er  air  conditioners,  Otis  elevators,  as 
Sikorsky  helicopters.  Its  new  annul 
report  is  probably  the  simplest  issm, 
by  a  major  corporation. 
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Unarco 

Industries,  Inc. 

Unarco  Industries  reported  record  sales 
of  $332,226,439  in  1979  compared 
with  $274,844,047  in  1978.  The  Indus- 
trial Products  Group,  including  Unar- 
co's  major  division,  Unarco-Leavitt 
steel  tubing  and  the  commercial  stor- 
age rack  division,  showed  unexpected 
strength  during  1979.  Purchases  of  sig- 
nificant quantities  of  steel  late  in  the 
1979  fourth  quarter  in  anticipation  of 
higher  prices  in  1980  weie  the  primary  cause  of  lower  earnings. 


143 


Utah  Power 
&  Light  Co. 


Utah  Power  serves  an  area  rich  | 
coal — and  promising  in  the  develoj 
ment  of  oil,  gas,  geothermal  steam,  a 
shale  and  tar  sands.  Keep  tabs  on  tr 
future — send  for  a  copy  of  the  191 
Annual  Report.  Utah  Power  &.  Ligl 
Co.,  P.O.  Box  899,  Dept.  FB480,  Sd 
Lake  City,  Utah  84110.  New  issues  i 
securities  are  offered  only  by  means  < 
Prospectus,  and  this  message  is  neithi 
an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy. 
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Uniroyal,  Inc. 


Umroyal,  Inc.,  an  international  devel- 
oper and  marketer  of  chemical,  rubber 
and  plastic  products,  had  sales  of  $2.6 
billion  in  1979.  The  company's  four 
major  business  segments  are  Tire  and 
Related  Products,  Chemical  Rubber 
and  Plastic  Materials,  Fabricated  Rub- 
ber and  Plastic  Products,  and  Leisure, 
Sport  and  Other  Products. 


Comparo 
Looks  to 
the  Kiglities 
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Van  Dorn  Company 

An  inflation-fighter  company.  Va 
Dorn's  dividend  rate  up  317%  in  Se1 
enties,  with  rate  increased  in  evei 
year.  Now  $1  per  share  annually. 

Ann. 
Div. 
$.92 
.75 
.51 
.31 
22 

108-year-old,  balanced  manufacturing  company.  Concentrates  i 
plastic  injection  molding  machinery,  special  and  general  liri 
containers,  and  heat  treating  of  steel.  Plants  in  five  states.  Share 
outstanding  3,036,675.  NYSE:  symbol  VDC. 
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Sales 

Net  Inc. 

(Mils.) 

(Mils.) 

EPS 

1979 

$193.6 

$9.1 

$3.02 

1978 

178.7 

7.9 

2.64 

1977 

161  1 

6.8 

2.27 

1974 

106.3 

3.5 

1.29 

1969 

70.2 

2.4 

.98 
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Vanderbilt  Energy 
Corporation 

Vanderbilt  Energy  Corporation  is  a  dy- 
namic independent  company  engaged 
in  the  exploration  for  and  the  develop- 
ment, production  and  sale  of  natural 
gas  and  crude  oil  in  the  United  States 
and  Alberta,  Canada.  The  Company's 
objective  is  to  continue  expanding  its 
base  of  petroleum  reserves  through  the 
drilling  of  a  large  number  of  explora- 
tory prospects  over  a  broad  geographi- 
cal area. 
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Washington  National 
Corporation 


 Per  Share  

— In  Millions — 

Book 

Earnings 

Value 

Revenues 

Assets 

1979 

$4.90 

$35.87 

$947 

$2,650 

1978 

4.32 

33.96 

874 

2,143 

1977 

3.34 

32.66 

823 

1,691 

1976 

2.72 

30.63 

647 

1,245 

1975 

2.13 

27.49 

415 

913 

Washington  National  Corporation, 
through  its  three  life  insurance  subsid- 
iaries, is  one  of  the  nation's  largest  life, 
annuity  and  health  insurance  compa- 
nies, with  assets  in  excess  of  $2.5  billion  and  with  over  $15  billion 
of  life  insurance  in  force.  Since  1976  the  cash  dividend  on 
common  stock  has  been  raised  four  times  from  an  annual  rate  of 
$.80  to  $1.50,  an  increase  of  87.5%. 
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Varlen  Corporation 


1 


Varlen  —  one  of  the  largest  OEM  man- 
ufacturers of  custom  tubular  products; 
the  most  comprehensive  domestic  pro- 
ducer of  loose  leaf  metals;  manufac- 

3.  „  tures  equipment  for  railroad  freight 

cars,  rail  anchors,  agriculture  compo- 
'^^t-  nents,   rebuilds/reconditions  locomo- 

t  #  tives  and  major  parts  of  heavy  duty 

diesel  engines;  manufacturer  and  con- 
structor of  large  field  storage  tanks. 
Sales  for  1979  were   132.6  million, 
;s  were  6.5  million  or  $2.17  per  share,  up  30%  over  the 
is  year. 
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Western 
Bancorporation 


WBC  ranks  10th  in  assets  and  5th  in 
earnings  among  U.S.  banking  compa- 
nies. At  $214.9  million  for  1979,  earn- 
ings have  set  new  highs  for  four  con- 
secutive years.  Earnings  per  share 
show  a  compound  annual  growth  of 
27%  over  the  same  four  years.  At 
18.7%,  WBC's  1979  return  on  equity  is 
one  of  banking's  best.  At  $1.64  a  share, 
WBC's  annual  dividend  rate  is  up 
20.6%  over  a  year  ago,  more  than  75%  over  three  years  ago.  WBC 
banks  have  842  offices  in  434  communities  in  1 1  western  states, 
the  nation's  fastest  growing  market. 
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Virginia 

Chemicals  Inc. 

Growing  multifacility  industry  leader 
showed  19%  increase  in  sales  to 
$131.3  million.  Earnings  were  up,  to 
$4.2  million.  Both  sales  and  earnings 
set  records.  Company  manufactures 
wide  range  of  industrial  chemicals  for 
paper  and  textile  fields;  organic  amines 
for  selective  herbicides  in  agriculture; 
specialty  chemical/mechanical  compo- 
nents for  air  conditioning  and  refrig- 
eration; refrigerants  and  related  prod- 
ucts. 
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Woodstream 
Corporation 


In  1979,  earnings  for  this  manufacturer 
of  top-of-the-line  hunting,  fishing  and 
wildlife  management  equipment  to- 
talled $1.86  million,  the  fifth  consecu- 
tive year  earnings  exceeded  $1  million. 
This  marked  the  end  of  a  decade  in 
which  the  company's  revenues  grew 
from  $10.5  million  to  $49.6  million,  an 
all-time  high,  and  annual  cash  divi- 
dends from  28  to  60  cents. 
(AMEX— WOD) 
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Vishay  Intertechnology, 
Inc. 

Vishay,  a  high-technology  multination- 
al company,  had  record  results  in  fiscal 
1979.  After-tax  margins  were  10%;  re- 
turn on  stockholders'  equity  25%;  re- 
turn on  total  capital  18%.  Vishay  has 
three  operating  groups:  Measurements 
(stress  analysis  products  for  a  broad 
range  of  industries);  Resistive  Systems 
(for  precision  instruments  and  special- 
ized computers);  Medical  Systems  (ap- 
>ns  of  Vishay  technology  in  health  care).  Listed  on  AMEX. 
I:  VSH. 


mm 


Wyie  Laboratories 


WYIE  LABORATORBE; 


Wyle  Laboratories  in  fiscal  1980  expe- 
rienced the  best  year  in  its  31 -year 
history.  Sales  reached  $240  million,  up 
1 7  per  cent  from  a  year  earlier.  Income 
from  continuing  operations  rose  31  per 
cent  to  a  record  $8.2  million.  A  diver- 
sified, high-technology  services  and 
manufacturing  company,  operating  in 
39  locations  across  the  United  States, 
Wyle  Laboratories'  four  major  activi- 
ties include:  electronic  components 
distribution,  industrial  manufacturing,  transportation,  and  scien- 
tific services  and  systems.  (NYSE-WYL) 
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These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1. 

AMP  Incorporated 

54. 

W.R.  Grace  &  Co. 

106. 

Pennsylvania  Power  &  Light  Company 

2. 

Aetna  Life  &  Casualty 

55. 

Grow  Group,  Inc. 

107. 

Pennwalt  Corporation 

3. 

Alcan 

56. 

Gulf  Energy  Corporation 

108. 

Peoples  Energy  Corporation 

4. 

Allis-Chalmers  Corporation 

57. 

Frank  B.  Hall  &  Co.  Inc. 

109. 

Perry  Drug  Stores,  Inc. 

5. 

American  Agronomics  Corporation 

58. 

Harlequin  Enterprises  Limited 

110. 

Pioneer  Corporation 

6. 

American  General  Insurance  Company 

59. 

Harsco  Corporation 

111. 

Premier  Industrial  Corporation 

7. 

American  Quasar  Petroleum  Co. 

60. 

Hexcel 

112. 

Prime  Computer,  Inc. 

8. 

Anacomp,  Inc. 

61. 

Edward  Hines  Lumber  Co. 

113. 

Proler  International  Corp. 

9. 

Baldor  Electric  Company 

62. 

HON  INDUSTRIES 

114. 

Public  Service  Company  of  New  Mexico 

10. 

Bangor  Punta  Corporation 

63. 

House  of  Ronnie,  Inc. 

115. 

Public  Service  Electric  and  Gas  Compa 

11. 

Barnes  Group  Inc. 

64. 

INA  Corporation 

116. 

Puget  Sound  Power  &  Light  Company 

12. 

Basic  Resources  Corporation 

65. 

Industrial  National  Corporation 

117. 

Pullman  Incorporated 

13. 

Bucyrus-Erie  Company 

66. 

Interlake,  Inc. 

118. 

Raymond  International  Inc. 

14. 

Callahan  Mining  Corporation 

67. 

International  Minerals  &  Chemical 

119. 

Regal-Beloit  Corporation 

15. 

Carson  Pirie  Scott  &  Co. 

Corporation 

120. 

Rowan  Companies,  Inc. 

16. 

Celanese  Canada  Inc. 

68. 

Iowa  Beef  Processors,  Inc. 

121. 

SCOA  Industries  Inc. 

17. 

Central  and  South  West  Corporation 

69. 

Iowa  Electric  Light  and  Power  Company 

122. 

Safety-Kleen  Corp. 

18. 

The  Charter  Company 

70. 

Iowa  Resources  Inc. 

123. 

Salem  Corporation 

19. 

Chesebrough-Pond's  Inc. 

71. 

Ivaco  Ltd. 

124. 

Santa  Fe  Industries,  Inc. 

20. 

Coleco  Industries,  Inc. 

72. 

Kansas  City  Southern  Industries,  Inc. 

125. 

Saxon  Industries,  Inc. 

21. 

Colt  Industries  Inc 

73. 

Keystone  International,  Inc. 

126. 

Sierra  Research  Corporation 

22. 

Community  Psychiatric  Centers 

74. 

Walter  Kidde  &  Company,  Inc. 

127. 

Sparton  Corporation 

23. 

Computervision  Corporation 

75. 

Knight-Ridder  Newspapers,  Inc. 

128. 

Steelmet,  Inc. 

24. 

Consolidated  Freightways,  Inc. 

76. 

Koppers  Company,  Inc. 

129. 

Stewart-Warner  Corp. 

25. 

Consolidated  Natural  Gas  Company 

77. 

The  Lamson  &  Sessions  Company 

130. 

Sullair  Corporation 

26. 

Countrywide  Credit  Industries,  Inc. 

78. 

La-Z-Boy*  Chair  Company 

131. 

Sun  Electric  Corporation 

27. 

Cronus  Industries,  Inc. 

79. 

Leggett  &  Piatt,  Incorporated 

132. 

Teleflex  Incorporated 

28. 

Crouse-Hinds  Company 

80. 

Lifemark  Corporation 

133. 

Tenneco  Inc. 

29. 

Delhi  International  Oil  Corporation 

81. 

McDonough  Co. 

134. 

Texas  International  Airlines 

30. 

Dennison  Manufacturing  Company 

82. 

Management  Assistance  Inc. 

135. 

Texasgulf  Inc. 

31. 

The  Dun  &  Bradstreet  Corporation 

83. 

Marion  Corporation 

136. 

Toledo  Edison  Company 

32. 

Duro-Test  Corporation 

84. 

The  Marley  Company 

137. 

Tosco  Corporation 

33. 

Easco  Corporation 

85. 

Masco  Corporation 

138. 

Total  Petroleum  (North  America)  Ltd. 

34. 

Eaton  Corporation 

86. 

Oscar  Mayer  &  Co.,  Inc. 

139. 

Transamerica  Corporation 

35. 

The  Echlin  Manufacturing  Company 

87. 

Mead  Corporation 

140. 

The  Travelers 

36. 

EDO  Corporation 

88. 

Mercury  Savings  and  Loan  Association 

141. 

Tyler  Corporation 

37. 

A.G.  Edwards  &  Sons,  Inc. 

89. 

Minnesota  Power  &  Light  Company 

142. 

U  S  Air,  Inc. 

38. 

ENSERCH  Corporation 

90. 

Moore  McCormack  Resources 

143. 

Unarco  Industries,  Inc. 

39. 

Evans  Products  Company 

91. 

Morrison-Knudsen  Company,  Inc. 

144. 

Uniroyal,  Inc. 

40. 

Ferro  Corporation 

92. 

The  L.E.  Myers  Co.  Group 

145. 

United  Energy  Resources 

41. 

Fisher  Foods,  Inc. 

93. 

National  Distillers  &  Chemical  Corporation 

146. 

United  Technologies  Corporation 

42. 

FlightSafety  International,  Inc. 

94. 

New  Frontier  Exploration  Inc. 

147. 

Utah  Power  &  Light  Co. 

43. 

Fruehauf  Corporation 

95. 

Niagara  Mohawk  Power  Corporation 

148. 

Van  Dorn  Company 

44. 

Fuqua  Industries,  Inc. 

96. 

Niagara  Share  Corporation 

149. 

Vanderbilt  Energy  Corporation 

45. 

GK  Technologies,  Incorporated 

97. 

NICOR  Inc. 

150. 

Varlen  Corporation 

46. 

GTE 

98. 

North  American  Royalties,  Inc. 

151. 

Virginia  Chemicals  Inc. 

47. 

Galveston-Houston  Company 

99. 

Northern  Natural  Gas  Company 

152. 

Vishay  Intertechnology,  Inc. 

48. 

Gannett  Co.,  Inc. 

100. 

Northwest  Energy  Company 

153. 

Washington  National  Corporation 

49. 

Gearhart-Owen  Industries,  Inc. 

101. 

Numac  Oil  &  Gas  Ltd. 

154. 

Western  Bancorporation 

50. 

Genstar  Limited 

102. 

Overseas  Shipholding  Group,  Inc. 

155. 

Woodstream  Corporation 

51. 

Georgia-Pacific 

103. 

Pacific  Power  &  Light  Company 

156. 

Wyle  Laboratories 

52. 

Global  Marine  Inc. 

104. 

Parker  Hannifin  Corporation 

53. 

Golden  Triangle  Royalty  &  Oil,  Inc. 

105. 

Peabody  International 
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Clark  of  Massachusetts  Mutual  Life 
The  cashflow  is  drying  up. 


Faces 

;hind  The  Figures 


Edited  by  Robert  J.  Flaherty 


Ling  strikes  again 

rsistence  of  memory  can  get  you 
>uble.  Consider  the  case  of  Texas 
tional  Co.  (TEI),  the  Oklahoma 

resources  outfit.  In  September 
imes  J.  Ling,  the  superswinger  of. 
iOs  who  built  and  lost  LTV  Corp. 
n  made  an  abortive  effort  to  come 
ith  something  called  Omega-Al- 
rp.,  started  buying  stock  in  the 
ly.  He  says  that  he  thought  it 
like  a  good  asset  play,  especially 
rEI  had  to  liquidate  its  drill-rig 
cturing  arm  to  pay  off  its  bank- 
tad  also  been  acquiring  the  bank- 
ng  Resources  Corp.,  appropriately 
d  Phoenix  Resources, 
/hen  Ling's  name  began  to  show 
he  shareholder  lists,  Texas  Inter- 
l's  management  figured  he  was 
>me  of  his  old  tricks.  They  didn't 
him,  he  says,  when  he  denied  any 

in  a  takeover,  so  he  figured  why 
int  them?  Why  not  make  a  little 
it? 

took  a  partner,  John  Bertoglio,  45, 
is  real  estate  developer  who  had 
bundle  in  the  1960s  when  he  sold 
dings  to  Coachmen  Industries, 
o  made  an  offer  to  buy  the  com- 
r  $  1 7 1  million — about  $  1 8  a  share 


for  stock  that  had  been  selling  for  around 
$8  when  Ling  started  buying  and  had  by 
then  climbed  to  around  $13.  At  the  time, 
Ling  said  he  thought  they  could  liquidate 
the  company  for  somewhere  between 
$20  and  $24  a  share.  TEI's  management 
turned  down  the  offer,  claiming  the  bid- 
ders lacked  the  resources  to  back  it  up. 

Ling  and  Bertoglio  decided  instead  to 
solicit  proxies  to  get  themselves  and  an 
associate  elected  to  the  three  board  seats 
coming  up  at  last  year's  shareholders' 
meeting.  Besides  the  seats,  they  also 
sought  to  defeat  a  management  proposal 
that  would  have  given  the  four  top  execu- 
tives of  the  company  roughly  $10  million 
in  stock  appreciation  rights.  When  the 
votes  were  counted,  management's  pro- 
posed compensation  deal  was  soundly 
defeated  but  the  incumbents  barely  re- 
tained their  seats.  Both  sides  then  went 
to  court. 

Early  this  month  a  federal  judge  reaf- 
firmed an  earlier  decision  that  the  1979 
board  vote  had  to  be  run  again.  The  court 
also  found  both  sides  guilty  of  proxy  vio- 
lations. Protests  Ling,  "The  lawyers 
made  the  mistakes;  I  didn't." 

Meanwhile,  Ling  and  Bertoglio  are 
thinking  about  whether  to  put  up  slates 
for  the  three  1979  seats  and  the  four 
seats  to  be  filled  this  year.  That  way  they 
could  get  a  shot  at  seven  out  of  the  ten 
seats  and  could  gain  majority  control. 

Say  this  for  Jimmy  Ling:  He  keeps 
picking  himself  up  off  the  floor. 


Insurance  shakeout 

"The  problems  that  we  have  in  the  life 
insurance  business  now  are  probably 
more  serious  than  at  any  time  that  I  can 
remember,"  says  William  J.  Clark,  56, 


president  and  new  CEO  of  Massachu- 
setts Mutual  Life  Insurance  Co.,  based  in 
Springfield.  "Inflation  is  causing  us  to 
have  disintermediation  to  a  degree  that 
we  have  never  seen  before." 

Clark  became  CEO  at  Mass  Mutual  on 
Apr.  9,  after  33  years  at  the  company  and 
six  years  as  president.  His  predecessor, 
James  R.  Martin,  was  a  tough  act  to 
follow,  having  built  Mass  Mutual  into 
one  of  the  best  companies  in  the  life 
insurance  industry — aggressive,  innova- 
tive, well  managed.  Martin  also  knew 
when  to  quit,  in  a  time  of  inflationary 
crisis.  Says  Clark,  "As  I  told  Jim,  'Hell, 
you've  got  perfect  timing.'  " 

Inflation  has  devastated  the  industry's 
cash  flow.  The  big  corporate  pension 
funds,  from  which  the  industry  derives 
most  of  its  annuity  business,  have  pulled 
out  their  funds  and  put  them  into 
shorter-term,  higher-interest  securities. 
At  the  same  time,  policyholders  have 
taken  advantage  of  the  low  rates  on  poli- 
cy loans  to  pull  out  more  money. 

Mass  Mutual's  cash  flow  has  suffered 
along  with  the  rest.  "When  we  entered 
this  year,  we  didn't  think  we  were  in 
such  bad  shape,"  says  Clark.  "We  grossly 
overestimated  our  cash  flow.  We  esti- 
mated we  would  have  investable  cash 
flow  of  $850  million.  I  now  tell  you  we're 
going  to  end  up  with  $550  million.  And 
it's  already  gone.  Right  now  we're  not 
investing  funds  in  mortgages,  direct 
placements  or  anything." 

Clark  is  confident  that  $8.3  billion  (as- 
sets) Mass  Mutual  will  ride  out  the  storm 
because  of  the  strength  of  its  sales  force 
and  product.  But  he  plans  to  spend  the 
month  after  taking  charge  with  his  staff 
developing  new  approaches  in  product 
design  and  investment  strategy,  to  pre- 
pare for  the  major  industry  shakeout  he 
believes  is  coming.  Of  the  1,800  life  insur- 
ance companies  in  the  U.S.,  Clark  guesses 
that  as  many  as  600  of  the  weaker  firms 
might  go  under  or  have  to  merge  with 
stronger  ones. — Suhrata  N.  Cbakravarty 


-toglio  and  James  J  Ling 

ty  make  another  run  at  Texas  International  this  year? 
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Faces 

BehindThe  Figures 


Respect  must  be  earned 

Jerome  Vielehr  (pronounced  veh-leer), 
new  president  of  $900  million  (sales)  Jos. 
Sehlitz  Brewing  Co.  of  Milwaukee,  is  an 
amiable,  heavy-set  man  who  bears  a  re- 
semblance to  nightclub  comic  Rodney 
Dangerfield,  whose  sad-eyed  look  and 
constant  lament,  "I  don't  get  no  re- 
spect," regularly  spices  up  Miller  Lite 
Beer  commercials.  An  odd  coincidence, 
since  it  was  aggressive  Miller  that  uncer- 
emoniously booted  Schhtz  out  of  second 
place  (behind  Anheuser-Busch)  among 
U.S.  brewers. 

A  further  coincidence:  Vielehr,  a  Coca- 
Cola  alumnus,  comes  to  Sehlitz  on  the 
heels  of  a  $50.6  million  loss  last  year  and 
after  the  departure  of  Allin  W.  Proudfoot, 
an  ex-Coke  marketing  whiz.  Since  1977 
Vielehr  had  run  its  trading  subsidiary, 
which  barters  with  various  "soft  curren- 
cy" countries  so  they  can  get  the  foreign 
exchange  to  buy  soda  syrup.  The  goods 
Vielehr  used  for  swapping  ranged  from 
Polish  Krakus  beer  to  South  Korean 
toothpicks  topped  with  cellophane 
strips,  all  of  which  he  sold  elsewhere. 

Why  did  this  48-year-old,  said  to  have 
been  a  favorite  of  Coke  Chairman  J.  Paul 
Austin,  leave  that  bubbling  success  story 
for  a  decidedly  stale  brewer?  "Even 
though  I  went  to  the  Harvard  Business 


School,"  says  Vielehr,  who  did  his  under- 
graduate work  at  MIT,  "I  never  conduct- 
ed my  career  along  the  lines  of  a  five-year 
development  program.  I  concentrate  on 
the  •job  at  hand.  I  liked  what  I  was  doing, 
I  was  doing  it  well,  and  that's  how  I  got 
the  chance  to  come  to  Sehlitz." 

Vielehr  wholeheartedly  approves  of 
such  recent  Sehlitz  moves  as  the  $100 
million  sale  of  its  Syracuse,  N.Y.  brewery 
to  Anheuser-Busch.  This  reduced  the 
company's  capacity  by  nearly  20% ;  but 
even  at  its  current  level  of  about  25  mil- 
lion barrels  a  year,  that's  still  well  above 
the  17  million-odd  barrels  Sehlitz  sold  in 
1979.  Whether  the  idle  capacity  will  be 
used  is  the  big  question.  In  short,  the 
capacity  to  support  a  big  profit  recovery  is 
there.  Now  all  that  is  lacking  is  the  sales. 

"Sehlitz  has  all  the  strengths  to  be  a 
good  competitor — fine  products  and  a 
national  distribution  organization  com- 
mitted to  them,"  says  Vielehr.  "What's 
needed  is  the  right  catalyst."  If  Jerry 
Vielehr  can  be  that,  then  he'll  get 
Sehlitz  some  respect.  If  not — remember 
what  happened  to  that  other  Coke 
man? — Thomas  Jaffe 

Waiting  for  Washington 

America's  largest  titanium  producer  is  in 
a  classic  dilemma.  "We'd  love  to  put  in 
the  next  big  jump  in  capacity,  but  we 
need  to  hear  some  encouraging  words 
from  the  government — assurances  that 
they'll  take  our  new  production — before 
we  can  justify  risking  $30  million  to  $40 
million  on  a  new  plant,"  complains  Jo- 
seph W.  Byrne,  president  of  the  Timet 
division  of  Titanium  Metals  Corp., 
which  is  jointly  owned  by  Allegheny 
Ludlum  and  NL  Industries. 


Byrne  believes  America  must  faci 
to  a  turning  point  in  titanium,  a  strati 
metal  essential  to  jet  aircraft  and  gu 
missiles.  For  a  decade  the  Russians  ql 
up  their  titanium  capacity  and  founJ 
outlet  for  their  excess  annual  producf 
by  dumping  the  metal  in  the  Free  Wq 
This  knocked  American  produc 
down  and  left  Byrne's  operation—^ 
Free  World's  largest,  with  28  mil 
pounds  of  capacity — with  facilities  bi 
in  need  of  capital  improvements. 

Now  Russian  titanium  sales  to 
West  have  practically  ceased  and  pr 


Vielehr  of Jos.  Sehlitz  Brewing 

Not  just  another  Coca-Cola  man. 


Byrne  of  Titanium  Metals  Corp 
Waiting  for  a  sign  from  Washington, 

have  soared.  U.S.  defense  experts  belij 
the  diverted  millions  of  pounds  are  gq 
into  a  new  generation  of  Russian  nucj 
submarines  that  are  able  to  dive  twicj 
deep  as  any  U.S.  sub  now  in  semi 
Short-term,  the  Free  World's  titanii 
picture  looks  great — production  near 
pacity  and  prices  high — but  Byrne  clai 
it  only  looks  great.  "Aircraft  compari 
are  stockpiling,"  he  explains.  "That  \ 
subside." 

The  key  rests  with  the  military,  wh 
currently  takes  around  a  third  of  ann 
production  and  would  take  much  moi 
an  effort  is  made  to  catch  up  and  buil 
new  generation  of  aircraft  and  nucl 
submarines.  Titanium  capacity  ta 
two  years  to  build — four  years  if  bi 
from  scratch.  "If  the  government  \ 
only  give  us  the  go-ahead  and  is  seric 
we'll  build,"  says  Byrne.  "So  far,  tl 
haven't  done  that."— Harold Seneker 

Gold,  senor? 

"Already,  Mexico's  coins  have  doub 
their  share  of  the  U.S.  market,  from  * 
to  13%,  without  advertising,"  says  Sei 
Gustavo  Romero-Kolbeck,  director  g 
eral  of  Banco  de  Mexico,  in  New  Yi 
recently  to  promote  his  country's  g 
coin  sales.  "Now  we  want  to  spend 
million  or  $4  million  on  a  campaign 
double  it  again." 

As  head  of  Mexico's  central  bank,  1 
mero-Kolbeck  has  roughly  the  role 
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Essential  in  a  Corporate  Protector. 

Here,  Albert  J.  Tahmoush,  Chairman  and  CEO  of 
Frank  B.  Hall  &  Co.,  the  world's  most  inventive  in- 
surance services  firm  talks  with  seven  very  good  reasons 
for  Hall's  aggressive  growth  strategy.  We're  growing 
worldwide.  To  protect  their  future.  And  ours.  And 
yours.  Someday  these  kids  will  need  a  great,  big  grown-  When  creative 
up  corporate  protector  like  Frank  B.  Hall.  Perhaps  protection  is  essential 
your  day  has  come. 


Serving:  Pan  Am,  PepsiCo,  ITT,  Rockwell  International,  Kodak,  McDonald's, 
GM,  Combustion  Engineering.  And  thousands  of  smaller  clients,  too. 


We  studied  world  timber  markets 
before  advising  a  Finnish  client 
on  cash  flow  projections  and 
foreign  currency  debt  structure. 


It  was  a  tough  job. 

In  an  industry  already  beset  with  cost  and  price 
problems,  the  client  also  had  to  contend  with  fluctuating 
foreign  currencies. 

Sometimes,  things  really  jammed  up. 

To  set  it  all  right,  it  took  an  international  network  of 
treasury  management  specialists.  A  network  working  in 


the  world's  major  money  centers  where  an  effective 
hedging  scheme  could  be  devised. 

And  they  had  to  be  backed  up  solidly.  Backed  up 
by  a  bank  whose  solid  experience  with  major  clients 
helped  develop  cash  flow  projections.  And  debt 
options  in  alternate  currencies.  And  a  workable  solution. 

Want  the  same?  Tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK,  n.a.  @ 

New  York  City,  Buffalo,  Miami,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  lakarta,  London,  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Riode  janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tokyo,  Toronto. 


Faces 

ehindThe  Figures 


ilcker  in  the  economy  south  of  the 
except  that  when  he  took  over  in 
Romero-Kolbeck  found  himself 
*vith  problems  that  might  well 
'olcker's  seem  minor. 
:  previous  [Echeverria]  adminis- 
from  1970  to  1976,"  56-year-old 
>Kolbeck  recalls,  "was  very  popu- 
ley  were  slightly  to  the  left  of 
n  tradition.  They  pushed  many 
reforms,  concentrated  on  social 
and  the  redistribution  of  income, 
;e  deficits,  liked  raising  salaries." 
>ult  was  a  horrendous  inflation — 
olesale  price  index  rose  45.9%  in 
lone — and  a  virtual  cessation  of 
lie  growth. 

prodding  from  the  International 
try  Fund,  the  current  Lopez-Por- 
ministration  has  reduced  the  gov- 
it  deficit's  burden  from  9%  of  the 
omestic  product  to  nearly  6%; 
foreign  borrowing;  jawboned  the 
sector  effectively;  chopped  do- 
credit  (would  you  believe  40% 
requirements  at  Mexican 
;  and  sharply  limited  former  gov- 
it  interference  in,  and  competi- 
th,  the  private  sector.  "Our  objec- 
s  8%  real  growth  per  year,"  said 
)-Kolbeck,  "and  an  inflation  rate 
5e  than  in  the  U.S."  Thanks  partly 


Meyers  of  American  Motors 

Fast  relief  from  the  French  connection. 


to  the  more  conservative  policies,  thanks 
partly  to  Mexico's  booming  oil  industry, 
Romero-Kolbeck  has  his  8%  real  growth, 
and  inflation  is  now  down  to  20% — draw- 
ing near  the  current  U.S.  rate  of  18%. 

Other  points  of  similarity  are  also  be- 
ginning to  appear  between  the  two 
economies:  "In  Mexico,  they  have  al- 
ways loved  to  hoard  gold,"  he  said.  "Also 
silver."  Now  U.S.  consumption  of  Mexi- 
can gold  coins — almost  all  for  hoarding — 
is  up  to  one-third  more  than  Mexican 
consumption.— Harold  Seneker 

Franco- American  Motors? 

Most  U.S.  automakers  are  crying  in  their 
beer  over  gasoline  prices,  but  American 
Motors  Corp.  Chairman  Gerald  Meyers 
thinks  $1.30  a  gallon  is  just  dandy. 
"We  are  facing  a  dream  situation  in 


■Kolbeck  of/hinco  de  Mexico 

tins,  all  that  oil  and  a  manageable  20%  inflation  rate. 


the  car  industry,"  he  enthuses.  A  bad 
dream?  No,  says  Meyers:  "What's  out 
there  isn't  any  good  anymore,  and  it's 
going  to  have  to  be  replaced."  In  other 
words,  fuel  obsolescence  instead  of 
planned  obsolescence. 

Most  AMC  dreams  in  the  past  came  to 
a  rude  awakening  in  financial  crisis.  But 
Meyers,  51,  thinks  the  company's  vi- 
cious circle  was  broken  by  last  year's  deal 
that  gave  control  of  $3.1  billion  (sales) 
AMC  to  $17  billion  (sales)  Renault,  the 
French  government-owned  carmaker.  In 
return  for  $200  million  of  new  capital 
Renault  will  get  up  to  22.7%  of  AMC, 
which  Detroit  wags  have  been  calling 
Franco-American  Motors.  The  Renault 
cash  will  go  to  retool  AMC's  assembly 
plant  in  Kenosha,  Wis.  to  make  new 
AMC  models  and  Renaults. 

AMC's  main  moneymakers  in  recent 
years  have  been  its  low-mileage,  high- 
priced  Jeeps,  which  commanded  fat  mar- 
gins until  the  gasoline  crunch  came. 
That's  one  thing  Meyers  needed  the  new 
money  for — to  redesign  AMC's  Jeeps  and 
get  Jeep  owners  coming  back  for  more 
fuel-efficient  vehicles.  His  $200  million 
kitty  may  not  seem  like  much  in  an 
industry  that  measures  its  retooling 
costs  in  billions.  But  it's  a  lot  for  a  com- 
pany whose  past  periods  of  prosperity 
seemed  to  result  more  from  the  excesses 
of  its  competitors  or  sudden  changes  in 
the  marketplace  than  from  its  own  ef- 
forts. Thus  brief  years  of  profitability  in 
the  Fifties  and  early  Sixties  under  George 
Romney  (the  self-appointed  slayer  of  the 
"gas-guzzling  dinosaur"),  and  again  in 
1974  after  the  oil  embargo,  were  soon 
followed  by  brushes  with  disaster. 

The  problem,  claims  Meyers,  was  size. 
"It's  not  unlike  the  mouse  that  wanted 
to  be  an  elephant,"  he  says.  "We  were  a 
$3  billion  company  that  was  too  small 
for  its  industry."  With  Renault,  he  pro- 
claims, "the  strategic  problem  of  being 
too  small  is  solved."  That  remains  to  be 
seen.— Allan  Sloan 
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Brad  Hawley's 
company 
recognized 
his  good  work. 

Too  bad  he  didn't 
find  out  untii 
his  last  day. 

All  too  often  that's  the  way  it  is  A 
valuable  employee  doesn  t  get  enough 
recognition,  so  he  leaves 

It  doesn  t  have  to  be  that  way  A 
Hamilton  Awards  Program,  skillfully 
designed  just  for  your  company,  can 
help  stop  the  exodus  of  good  people 
It's  happening  right  now  in  many 
companies  around  the  country  They're 
rewarding  their  people  with  fine 
Hamilton  watches  and  heirloom  clocks 

And  at  all  levels  of  management,  in 
sales,  production,  and  accounting 
It's  a  small  price  to  pay  when  you 
consider  the  costly  alternative:  recruit- 
ing and  training  new  employees. 

Find  out  how  you  can  stop  the  Brad 
Hawley  in  your  company  from  leaving 
Write  or  call  for  our  1 980  clock  and 
watch  catalogs  and  an  informative 
brochure.  Hamilton  Awards:  An 
Investment  in  People'.'  Dial  800/233- 
0283  or  800/233-0284.  today.  The 
call's  free  Replacing  good  people  isn  t. 


-H-/V>AM/Z.7"OA/ 


Hamilton  Watch  Compary  Lancaster  PA  17604 
//  the  award s  a  Hamilton,  they'll  know  you  mean  it. 


The  Economy 


Early  warnings 


The  scoreboard 
is  catching  up 


DNEY&  INVESTMENTS 


E   PAST   THREE   QUARTERS   OT  SO 

economic  indicators — new  or- 

consumer  goods,  building  per- 
d  changes  in  inventories,  among 
-have  been  signaling  a  recession, 
t  of  that  time  most  businessmen 
sisting  the  only  recession  they 
I  was  the  one  the  damned  news- 

and  magazines  kept  writing 
)nce  again,  it  turns  out,  business- 
re  the  last  to  know, 
know  it  now.  Data  will  show — in 
ct,  of  course — that  the  recession 
no  later  than  [anuary  1980,  with 
il  sales,  declining  manufacturers' 
nd  top-heavy  inventories  among 
t  unmistakable  symptoms. 
:ional  "coincident"  indicators — 
at  rise  during  expansion,  decline 
ecession  and  turn  at  the  turning 
-have  been  confirming  what 
indicators  had  been  saying.  Non- 
ural  payrolls,  industrial  produc- 
d  personal  income  and  manufac- 
nd  trade  sales,  flat  through  much 

have  turned  down  recently. 
>me  idea  of  how  sharp  and  how 
;d  the  recession  might  be,  keep 
on  the  lagging  indicators.  One 

unemployment  duration;  busi- 
i  tend  to  hoard  labor  until  they 
vinced  that  they  can  no  longer 
>.  Another  is  inventories,  which 
e  to  rise  long  after  the  economy 
led.  Business  loans  tend  to  lag, 
uenced  by  inventories, 
itio  of  consumer  debt  to  personal 
is  another  indicator  which  lags 
economic  events.  It  usually  con- 
o  rise,  sometimes  even  after  the 
y  is  well  into  recession.  The  Fed- 
erve's  determination  to  shut  off 
growth  of  credit  could  shorten 
this  time  around,  but  consumer 
ould   have   stopped   rising  in 


any  case  as  recession  stretched  out. 

The  point  of  the  Fed's  exercise  and  of 
the  Administration's  vow  to  show  fiscal 
restraint  by  budget-balancing,  of  course, 
is  to  bring  down  the  rate  of  inflation.  A 
reliable  measure  of  the  success  of  their 
actions  can  only  be  taken  after  the  coun- 
try has  been  in  recession  for  a  while.  Any 
premature  easing  of  credit  or  use  of  feder- 
al spending  to  bring  the  country  out  of 
recession  would  negate  all  efforts  to  cool 
the  economy  and  cut  the  inflation  rate. 

Given  the  length  of  time  an  excessive 
supply  of  dollars  has  been  chasing  a 
limited  amount  of  domestic  and  foreign 
goods,  it's  going  to  take  a  long  period  of 
low  demand  to  drive  most  prices  down. 
But  sensitive  commodities  prices  (also 
called  nonfarm  crude  materials  prices) 
will  be  among  the  first  to  react.  This  rate 
of  change  is,  in  fact,  a  leading  indicator 
of  changes  in  the  inflation  rate.  In  con- 
trast, it  takes  far  longer  for  declining 
employment,  rising  unemployment  and 
business  and  consumer  caution  to  show 
up  as  reduced  demand.  Thus  other  price 
movements,  as  measured  by  the  gross 
national  product  deflator,  the  producer 
price  index  or  the  consumer  price  index, 
can  lag  a  year  or  more  behind  the  peak  in 
economic  activity. 

Price  increases  were  still  slowing  more 
than  a  year  after  the  trough  of  the  1973- 
75  recession  had  passed.  Inflation  would 
have  continued  at  a  slow,  acceptable 
pace  through  the  second  half  of  the  de- 
cade had  it  not  been  for  a  Congress  and 
Administration  that  panicked  and 
turned  to  excessive  spending  programs 
to  stimulate  economic  activity. 

As  a  consequence,  the  dust  was  not 
allowed  to  settle  around  the  inflation 
that  was  spurred  by  the  first  round  of 
OPEC's  extortionate  oil  price  increases, 
before  the  second  round  began. 

Washington,  it  is  to  be  hoped,  has 
learned  the  lesson  and  will  not  ease  up  on 
credit  or  federal  spending  too  soon.  ■ 


Economic  trends  usually  unfold  in 
well-ordered  sequence.  Sensitive 
prices  and  total  employment  trends 
show  that  inflation  should  soon  cool. 


Nonfarm  crude  materials  prices, 
which  signal  direction  changes  in  the 
CPI,  peaked  in  February. 


Percent  change 
+6 


Nonfarm  crude 

_  matpriaU  nriroc 

(smoothed)  / 

i  i  i  i  i  i  i  i  i  i  i  i 

Employment  growth  has  slowed 
since  December  and  now  is  steady; 
consumer  spending  should  weaken. 


'68      70      72     74      76  78 


The  Consumer  Price  Index  is  the  last 
to  show.  It  normally  turns  down  only 
after  recession  is  well  under  way. 


'68  70  72  74  76  78  '80 
Note:  Gray  ban  indicate  periods  of  recession. 

Sources:  Dept.  of  Labor,  Dept.  of  Commerce 
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Capital  Markets 


\K  )NEY&  INVESTMENTS 


There  is  some  upward  pressure  on  bond 
prices,  but  downward  pressure  is  still  being 
exerted  by  fear  of financial  failures. 

MEDIUM  IS 
THE  MESSAGE 


By  Ben  Weberman 


Interest  rates  are 
so  high  as  to  be  al- 
most irresistible, 
but  the  whole  finan- 
cial situation  is 
shaky  enough  that 
you  feel  tempted  to 
remain  as  liquid  as 
possible.  What 
should  you  do? 
Well,  if  you're  not 
scared,  you  should  be.  In  forcing  the 
Fed  to  fight  inflation  almost  unaided 
with  only  limited  instruments  at  its 
disposal,  the  politicians  have  brought 
us  to  the  brink  of  panic.  Our  thrift 
institutions  are  in  the  red  as  their 
deposits  shift  rapidly  from  stable  pass- 
book accounts  to  costly  money  mar- 
ket certificates.  Banks  are  sometimes 
paying  more  to  get  money  than  they 
can  lend  it  out  for.  Major  loan  defaults 
could  be  in  the  offing.  Will  the  com- 
mercial paper  market  see  a  repeat  of 
the  Perm  Central  failure  of  1970?  It's 
not  out  of  the  question.  Worried, 
some  money  market  funds  have  been 
hiring  their  own  credit  analysts,  no 
longer  willing  to  trust  the  regular 
Moody's  and  Standard  &  Poor's  rat- 
ings. Executives  are  scared  silly  at  the 
life  insurance  companies.  People  are 
drawing  down  the  insurers'  cash  in 
policy  loans  and  policy  redemptions, 
but  the  companies  can't  raise  more 
cash  by  selling  portfolio  securities  be- 
cause of  the  huge  paper  losses  they  are 
sitting  with.  An  insurance  company's 
capital  and  reserves  don't  go  very  far 
when  bonds  that  they  paid  100  cents 
on  the  dollar  for  sell  at  70  cents! 

Meanwhile,  people  are  cashing  in 
7% -yielding  savings  bonds  by  the  bil- 
lions, forcing  the  federal  government 
to  go  to  the  money  market  by  the 
billions  to  raise  the  cash  to  pay  them 
off.  This  on  top  of  the  regular  Wash- 
ington deficit  financing.  All  in  all,  a 

Ben  VC'efiennan  is  economics  editor  of  Forbes 
magazine. 


particularly  hairy  situation. 

So,  what  do  you  do?  Sit  on  the  side- 
lines and  wait  for  the  crash  to  come 
and  the  dust  to  clear?  Not  necessarily. 
Follow  my  reasoning: 

Right  now,  the  bond  market  seems 
in  an  uneasy  balance.  Upward  pressure 
on  bond  prices  is  being  exerted  by 
expectations  that  the  recession  al- 
ready under  way  is  going  to  reduce  the 
demand  for  credit  and  bring  lower  in- 
terest rates.  But  downward  pressure 
on  bond  prices  is  being  exerted  by  fear 
of  panic  and  widespread  financial  fail- 
ures. These  two  conflicting  sets  of 
expectations  are  offsetting  each  other 
and  creating  an  uneasy  stability. 

Under  the  circumstances,  prudence 
is  called  for.  In  my  opinion,  investors 
should  stick  with  federally  backed  se- 
curities. The  federal  government  can- 
not go  broke — by  definition.  Failures 
elsewhere  in  the  system  might  even 
help  the  prices  of  federal  securities  by 
causing  a  flight  of  money  into  them. 

The  13.25%  return  on  four-  and 
five-year  Treasury  notes  is  especially 
attractive.  These  securities  are  of  the 
highest  quality  and  pay  interest  that 
is  free  from  state  income  taxes.  In  late 
April,  terms  will  be  announced  for 
refunding  of  S4.6  billion  of  publicly 
held  notes  maturing  May  15,  1980. 
The  intermediate  and  long  markets 
could  well  hit  their  lows  at  that  time. 

However,  the  overall  bond  market 
is  so  volatile  that  it  will  fall  on  any 
adverse  news.  Possible  trouble  spots: 
financial  failures;  too  rapid  expansion 
of  the  money  supply,-  announcements 
of  additional  Treasury  financings.  So, 
I  am  not  ready  to  recommend  pur- 
chase of  long-term  Treasuries — yet. 
There  is  still  too  much  market  risk  in 
position-taking  now. 

Nevertheless,  we  are  near  enough  to 
the  bottom  that  it  is  safe  to  move  out 
of  short-term  securities  and  into  me- 
dium-term. You  ask:  Why  not  stick 
with  short-term  securities,  Treasury 
bills  and  the  like?  Because  the 
chances  are  high  that  when  they  ma- 
ture in  six  months  or  less,  you  will 


have  to  roil  your  money  over  at  mucl 
lower  rates  of  interest. 

And  so,  like  Goldilocks,  I  find  the 
longs  too  long,  the  shorts  too  short 
but  the  mediums  lust  right.  Anybody 
who  buys  four-  to  five-year  Treasuries 
at  yields  of  13%  to  14%  isn't  going  tq 
be  sorry,  at  least  not  for  long. 

What  should  your  strategy  be  if  you 
don't  have  the  SI 00,000  or  so  necesi 
sary  to  buy  a  round  lot  of  Treasury 
notes?*  If  you  have  only  S3, 000  on 
S5,000— even  S  10,000— for  invest- 
ment, you  may  have  to  pay  a  premi- 
um to  buy  Treasury  issues  and  take  a 
discount  when  the  sale  is  made.  So^ 
where  does  the  ordinary  investor  go 
to  invest  medium  term? 

I  would  avoid  the  six-month  money 
market  certificates  offered  by  com! 
mercial  banks,  mutual  savings  banks 
and  savings  and  loan  associations,- 
these  are  essentially  the  thrift  equiv-: 
alent  of  a  short-term  Treasury  bill, 
and  I  am  advising  a  locking-in  of  curt 
rent  high  rates. 

More  suitable,  then,  are  the  banks' 
30-month  to  4-year  savings  certifi- 
cates that  pay  12.93%  to  maturity. 
Some  banks  have  a  SI 00  minimum, 
some  a  S500  minimum.  All  are  re- 
quired to  charge  a  90-day  interest  pen- 
alty if  you  turn  in  the  deposit  for  cash 
within  a  year  of  maturity  or  a  180-day 
penalty  if  you  turn  it  in  with  more 
than  a  year  to  go  to  maturity,  so  be 
prepared  to  hold  to  maturity. 

If  you  have  S25,000  for  investment, 
another  possibility  is  federally  guaran- 
teed GNMA  certificates.  A  typical  is- 
sue carries  a  12J6  %  coupon  and  trades 
at  92Vi  to  yield  14%  when  calculated 
on  a  semiannual  coupon  basis.  That  is 
almost  two  percentage  points  more 
than  12-year  Treasury  bonds  pay.  The 
difference  should  be  closer  to  one 
point.  When  the  bond  market  begins 
to  rally,  the  differential  will  narrow  as 
it  did  in  1975-76. 

Consistent  with  my  advice  to  move 
to  the  medium  term,  I  would  suggest 
pulling  out  of  money  market  funds  at 
this  .time.  It's  my  guess  that  the  cur- 
rent yields  won't  last  more  than  a  few 
months.  So  far  as  new  investments 
are  concerned,  the  money  market 
funds  are  handicapped  by  the  new 
Federal  Reserve  reserve  requirements, 
which  are  cutting  their  current  yield 
on  new  money  to  about  13% — nearly 
three  percentage  points  less  than  on 
older  funds  or  what  banks  pay  on  six- 
month  certificates.  ■ 

'In  case  Ox  terms  confute  \ou.  a  Treasury  bill  has  a 
maturity  of  a  year  or  less-  a  note  otie  to  ten  years:  a 
bond  ten  rears  or  more 
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ifhy  the  Directory  of  U.S.  Banking  Executives 
iay  be  the  most  important  book  you  can  own 


Wished  by  Amer- 
n  Banker,  the 
intry's  only  daily 
iking  newspaper, 
'  Directory  of  U.S. 
iking  Executives  is 
dispensable  for 
ikers  and  people 

0  deal  with  bank- 

1  executives. 


s  handsomely 
md  book  has  more 
in  1100,  8V2"  x  11" 
jes.  With  alpha- 
ically  arranged 
graphical  profiles 
1  a  useful  bank 
ex  by  state.  All  in 
>y -to-read  type. 


The  only  compre- 
hensive guide  to  the 
major  figures  in 
American  banking 
today.  With  more  than 
13,000  informative 
biographical  profiles 
of  leading  bankers  all 
over  the  country. 


Here's  a  unique  book 
that  will  quickly 
become  an  important 
part  of  every  financial 
reference  library.  And 
here's  your  chance  to 
reserve  your  copy  of 
the  first  edition  now! 


Detach  here  and  mail  today! 


Dealing  with  bankers  is  an 
important  part  of  your  job.  So  the 
more  familiar  you  are  with  lead- 
ing banking  executives,  the  more 
you'll  accomplish  for  your  bank 
or  firm — and  for  your  career. 

That's  the  idea  behind  Ameri- 
can Banker's  Directory  of  U.S. 
Banking  Executives.  As  the  only 
comprehensive  guide  to  the  bank- 
ing community,  the  Directory  can 
introduce  you  to  the  country's  most 
influential  bankers  and  provide 
the  background  information  you 
need  to  deal  more  effectively  with 
them.  Plus  it  will  help  you 
remember  important  facts  about 
leading  bankers  you've  met  at 
conventions  and  other  meetings. 


Devoted  exclusively  to  mem- 
bers of  the  banking  profession, 
this  unique  directory  contains 
informative  biographical  profiles 
on  leading  U.S.  bankers.  With 
useful  facts  you  won't  find  in  any 
other  single  volume. 

The  Directory  of  U.S.  Banking 
Executives  is  an  indispensable 
reference  book  for  bankers  and 
anyone  who  deals  with  banking 
executives.  So  we're  offering  you 
the  first  edition  with  our  money- 
back  guarantee.  If  you're  not 
completely  satisfied  with  the 
Directory,  return  your  copy  within 
30  days  for  a  full  refund.  Reserve 
your  copy  today! 


American  danker 

Directory  of  U.S.  Banking  Executives 
525  West  42nd  Street 
New  York,  New  York  100% 
(212)563-1900  Ext.  830 


To:  American  Banker 
Directory  of  U.S. 
Banking  Executives 
525  West  42nd  Street 
New  York,  New  York  10036 

YES!  I  want  to  reserve  a  copy  of  this  useful 

reference  book.  Send  me.  copies  of  the 

Directory  of  U.S.  Banking  Executives  for 
just  $90  each,  plus  postage  and  handling.  I 
understand  that  if  I'm  not  completely 
satisfied,  I  may  return  the  book  within  30 
days  and  receive  a  full  refund. 


□  Check  enclosed.      □  Bill  me. 
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MONKY&  INVESTMENTS 


If  there's  near-unanimity  in  the  indices, 
in  the  nature  of  markets,  that  near-una- 
nimity is  likely  to  be  wrong. 

THE  "TECHNICAL 
APPROACH" 


By  John  Train 

If  there  is  one  rule 
jL,      that  is  useful  in  dif- 
*'wjjL    ficult   times,   it  is 
Wtw     this:  Beware  oi  sim 
•        •     jM     Pie  answers.  In  in- 
^  vesting,  as  in  poli- 

s^jjtjjL     swer,  far  from  being 
^Mu^^^^mm\   a  reliable  guide, 
W 4&t  Mm.,     be  a  dangerous  trap 

i^H_HT_ — One  such  trap  is 
so-called  technical  analysis.  In  the 
first  place,  analysis  isn't  really  techni- 
cal; it  is  more  like  tea-leaf  reading.  To 
buy  a  house  after  you've  looked  it  over 
carefully  with  an  expert  is  what  I'd 
call  technical;  to  buy  a  stock  on  the 
basis  of  patterns  and  price  action, 
without  looking  at  the  underlying 
business,  seems  to  me  neither  techni- 
cal nor,  indeed,  analysis. 

Having  said  all  this  by  way  of  warn- 
ing, I  will  make  a  confession:  I  have 
always  been  fascinated  by  so-called 
technical  analysis  or  promising  short- 
cuts. Years  ago,  before  I  was  married,  I 
spent  many  evenings  at  it.  I  even  dis- 
covered one  tool  that  is  now  used 
quite  a  lot.  It  occurred  to  me  that  the 
degree  of  popular  frenzy  in  the  stock 
market  at  any  time  could  be  measured 
by  comparing  the  volume  on  the 
American  Stock  Exchange  (formerly 
the  Curb),  where  the  more  speculative 
companies  trade,  with  the  volume  on 
the  staider  New  York  Stock  Ex- 
change. To  get  the  old  records,  I  sent 
my  assistant  to  the  Amex. 

She  dug  them  out,  copied  them  and 
brought  them  back.  I  plotted  these 
records  and  found  that,  historically, 
American  Stock  Exchange  trading 
had  run  around  10%  of  New  York 
Stock  Exchange  volume.  If  it  ever  got 
up  to  or  over  50%  and  stayed  there  for 
a  while,  you  knew  you  were  in  a  peri- 


John  t  rain  in  president  of  Train,  Smith,  Invest- 
ment Counsel,  New  York,  and  the  author  of 
The  Money  Masters  and  Dance  of  the 
Money  Bees. 


od  of  wild  speculation.  When  ASE  vol- 
ume then  collapsed,  you  knew  you 
were  seeing  the  pricking  of  the  specu- 
lative balloon,  and  that  in  a  few 
months  the  whole  market  would 
probably  come  tumbling  after. 

To  my  knowledge,  this  method  has 
never  given  a  misleading  signal,  but  it 
often  has  failed  to  give  a  signal.  In 
other  words,  the  market  can — and 
sometimes  does — collapse  without 
giving  this  particular  warning  signal. 

In  my  correspondence  with  several 
professionals  on  this  phenomenon,  I 
called  it  the  "Tessa  Index,"  since  my 
assistant  (the  daughter  of  the  founder 
of  the  Commandos,  as  it  happens) 
bore  that  name.  In  later  years  Tessa 
passed  into  the  standard  lingo  as  the 
"Speculation  Index." 

I  also  find  a  number  of  other  "tech- 
nical" tools  useful.  There  are  the  var- 
ious reports  on  the  consensus  of  advi- 
sory services.  A  strong  consensus  is 
usually  wrong,  since  advisory  services 
generally  echo  their  readers'  hopes 
and  fears.  Mutual  fund  cash  is  another 
barometer;  high  cash  signals  bottoms, 
and  low  cash  signals  tops.  These  indi- 
ces tell  you — sometimes — that  inves- 
tors' actions  are  approaching  some 
historical  limit,  from  which  a  change 
of  tack  is  increasingly  probable. 

Why  do  these  signals  so  often 
work?  Because  if  there's  near-una- 
nimity, in  the  nature  of  markets,  that 
near-unanimity  is  likely  to  be  wrong. 
Here's  an  analogy:  When  everybody 
decides  to  drive  from  the  country  on 
Sunday  night  at  dinner  time  because 
they  figure  that's  when  the  parkway 
won't  be  crowded,  it  gets  crowded.  (In 
contrast,  near-unanimity  on  next 
month's  weather  has  no  effect  on  the 
weather,  because  it's  not  a  market  but 
a  physical  event.) 

Here's  another  technical  rule  that 
can  be  useful:  the  four-year  market 
cycle,  corresponding,  perhaps,  to  the 
customary  election-year  credit  infla- 
tion and  post-inaugural  credit 
squeeze. 

On  the  other  hand,  the  short-term 


reader-advisers   that    look   for  pal 
terns — rounding  bottoms,  pennants 
waves  and  the  hkj — I  find  as  a  matte 
of  practical  experience  to  be  akin  u 
tea-leaf  readers.  You  can  always  dia 
cover  recurrent  patterns  in  everything 
that  has  happened  from  the  beginning 
of  the  world  until  yesterday,  no  grca: 
feat,  really.  But  tomorrow's  anothe] 
day:  The  game  changes;  the  system 
doesn't  work  anymore.  In  exactly  thii 
area,  although  not  generally,  I  agrei 
with  the  random-walk  theorists. 

Particularly  I  deplore  buying  stock! 
that  are  going  up  because  they  aw 
"strong."  It's  usually  the  opposite  a 
good  practice,  which  is  to  buy  or 
weakness.  Often,  by  the  time  theij 
strength  is  noticed,  they're  toppin{ 
out.  The  worst  that  can  be  said  about 
buying  on  strength  is  that  it  codifiesj 
and  reinforces  the  herd  instinct.  If  one 
could  set  a  technical  strategy  of  this 
sort,  it  would  be  to  determine  the 
major  trend — e.g.,  a  rising  market— 
and  then  buy  only  in  reaction  aganm 
that  trend,  on  dips.  But  this  technique 
is  beyond  the  ability  of  all  but  an 
infinitesimal  proportion  of  investors. 

Where  did  technical  analysis  get  us 
in  1979-  Not  very  far.  Most  of  the 
technical  brethren  whom  I  read  wert 
steadily  gloomy  throughout  the  year. 
And  yet,  all  in  all,  it  was  a  favorable 
year,  for  most  of  us.  The  more  volatile 
indices  were  up  30%  or  so,  and  a  few 
(such  as  the  ASE  index)  were  up  50%. 
The  better  growth  stocks  often  ad- 
vanced 20%  or  more.  That's  good 
enough  for  any  one  year. 

How  many  defunct  "technical  let- 
ters" and  systems  one  remembers  is  a 
function  of  how  long  one  has  been  on 
Wall  Street.  People  say  that  when  sys: 
terns  become  too  widely  followed 
they  perforce  become  ineffective  be- 
cause their  followers  jam  up.  Not  so. 
No  formula  system  has  been  that  pop- 
ular. It's  just  that  its  flaws  are  exposed 
by  time  and  change. 

What  does  work  is  experience,  busi- 
ness savvy  and,  above  all,  common 
sense.  If  good  stocks  are  cheap  in  rela- 
tion to  bonds  (adjusted  for  inflation 
and  taxes),  if  they  are  selling  well  be- 
low replacement  cost  in  growth  in- 
dustries or  industries  that  do  not  have 
overcapacity  problems,  if  times  are 
hard  and  investors  are  gloomy,  then 
you  can  buy  with  reasonable  confi- 
dence. If  none  of  these  is  true,  if  times 
are  booming  and  investors  are  full  ol 
confidence,  then  one  should  get  ready 
to  hibernate  for  a  while.  Use  technical 
analysis  to  tell  you  where  youare,  not 
to  guess  the  future.  This  is  an  impor- 
tant distinction  ■ 
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LOOK  MHOS 
AMERICAS 
THIRD  LARGEST 
TELEPI  l^^^dE 

SYSTEM. 
AMD  MORE. 


M 


.ost  people  know  us 
as  America's  third  largest 
telephone  system,  United 
Telephone.  But  today  we're 
more  than  that.  Far  more. 

Because  as  fast  as  our  telephone  business 
is  growing,  we've  grown  even  faster  in  our 
other  companies,  United  Communications 
Systems  and  United  Information  Systems. 

In  fact,  our  revenues  jumped  from 
$650  million  in  1972  to  over  1.7  billion  in  1979. 

lb  tell  you  our  exciting  growth  story  in 
more  detail,  we'd  like  to  send  you  our  annual 
report. 

Send  us  the  coupon  today,  because  United 
Telecom  has  a  lot  more  for  you  to  look  at. 

New  York  Stock  Exchange  symbol:  UT. 
Newspaper  listing:  UniTel. 

An  affirmative  action  employer. 


Mail  to: 
D.  E  Forsythe, 

United  Telecommunications,  Inc. 

Box  11315,  Kansas  City,  Missouri  64112 

Please  send  me  a  copy  of  your  latest 
annual  report. 


Name  — 
Address 
City  _ 
State 


Zip 


Company 
Tide 


United 
Telecom 


L. 


United  Telecommunications,  Inc.  j 


America's  third  largest  telephone  system.  And  more 


Commodities 


MONKY&  IN'YKSTMENTS 


Could  gas  price  wars  return?  That  thought 
is  enough  to  make  DOE  regulators  insti- 
tute price  floors  for  gasoline. 

THE  INVISIBLE 
HAND  STRIKES 


By  Stanley  W.  Angrist 


Like  many  of  you,  1 1 
am  a  careful  reader 
of  the  commodities 
page  in  the  Wall 
Street  Journal.  Some 
especially  interest- 
ing numbers  appear 
every  Friday  morn- 
ing, when  the  Jour- 
nal publishes  the 
weekly  report  of  the 
American  Petroleum  Institute  on  the 
amount  of  crude  oil  and  products  im- 
ported into  this  country  during  the 
previous  week  and  the  stocks  of  crude 
oil  and  various  products  on  hand. 
Those  numbers  make  it  clear  that 
Americans  are  cutting  their  use  of  pe- 
troleum products  in  a  massive  way. 

The  curves  drawn  below  are  de- 
signed to  smooth  out  the  weekly  fluc- 
tuations endemic  to  such  data.  I  used 
an  old  trick  of  technical  commodity 
traders  of  computing  a  four- week  mov- 
ing average:  I  added  the  current  week's 
number  to  the  sum  of  the  previous 
three  weeks  and  divided  the  sum  by 
four.  The  results  are  astounding. 

On  Feb.  1  of  this  year  we  imported 
6.4  million  barrels  a  day  (based  on  a 
four-week  moving  average),  while  last 
year  we  imported  roughly  the  same 
(6.48  million  barrels  a  day).  By  Mar. 
21,  our  daily  import  of  crude  had 
dropped  to  5.6  million  barrels,  com- 
pared with  6.4  million  barrels  a  day 
last  year — a  drop  of  800,000  barrels  a 
day,  or  about  12.4%. 

But  it  is  not  enough  to  look  at  crude 
oil  alone.  We  also  import  substantial 
amounts  of  crude  oil  products — gaso- 
line, heating  oil,  residual  oil  and  jet 
fuel.  On  Feb.  1  of  this  year  our  daily 
imports  were,  on  a  four-week  moving 
average  basis,  about  2  million  barrels  a 
day;  last  year  on  the  same  date  they 
were  about  2.4  million  barrels  a  day. 

Stanley  W  Angrist  is  a  professor  at  Carnegie- 
Mellon  I  'niversity  and  the  autljor  of  Sensible 
Speculating  in  Commodities. 


By  Mar.  21,  imports  were  down  to  1.6 
million  barrels  a  day,  compared  with 
2.1  million  barrels  a  day  last  year. 
That's  a  drop  of  over  22%,  or  about 
500,000  barrels  a  day.  The  total  drop 
in  crude  and  product  imports  amounts 
to  about  1.3  million  barrels  a  day. 

Meanwhile,  crude  oil  and  product 
stocks  have  been  growing  substantial- 
ly. On  Mar.  21  we  had  360  million 
barrels  of  crude  on  hand,  a  full  1 1.8% 
more  than  last  year's  322  million  bar- 
rels. It's  the  same  with  gasoline 
stocks,  which  had  risen  to  a  record 
280  million  barrels,  up  from  a  record 
set  the  previous  week  of  278  million 
barrels.  The  1980  level  is  15%  greater 
than  1979's  stocks  on  the  same  date. 

All  this  means  that  the  invisible 
hand  has  struck  again.  Americans 
have  cut  their  use  of  petroleum-based 
products  not  because  the  government 
exhorted  them  to;  not  because  there  I 
were  price  ceilings  on  the  various 
products;  not  because  the  Depart- 
ment of  Energy  had  devised  books  of  ; 
regulations  to  protect  us  from  preda- 
tory oil  companies — but  because  the 
price  went  up.  As  the  price  went  up,  I 
we  altered  behavior  or  we  looked  for 
and  found  cheaper  substitutes. 

Regrettably,  the  government  ap- 
pears to  be  incapable  of  learning  this 
lesson.  Two  interesting  sidelights  to 
these  numbers  make  me  smile.  Both  ! 
Kuwait  and  Iran  have  recently  an- 
nounced modest  (for  them,  anyway) 
oil  price  increases.  Since  there  was 
considerable  buyer  resistance  before 
the  price  hikes,  it  will  be  interesting 
to  see  whether  they  can  make  those 
prices  stick  in  a  buyer's  market. 

The  second  item  is  a  report  that  the 
gasoline  market  is  softening.  Under 
federal  price  controls  for  gasoline,  ser-  ! 
vice  station  operators  are  permitted 
gross  margins  of  as  much  as  16.1 
cents  per  gallon.  The  most  recent  sur- 
veys, as  reported  in  the  Lundberg  Let- 
ter, show  that  the  national  average 
retail  margin  for  major  brands  had 
dropped  to  11.8  cents  per  gallon  from 
12.2  cents  at  the  end  of  February.  You 


don't  suppose  that  we  might  have  gas 
price  wars  again-  That  thought  is 
enough  to  make  DOE  regulators  insti- 
tute price  floors  for  gasoline. 


Bellies  versus  hogs  revisited 

The  silver  pit  is  not  the  only  place 
where  surprises  have  been  springing 
up  and  catching  lots  of  folks  going  the 
wrong  way.  The  winds  of  change  have 
been  blowing  hot  and  cold  in  the  hog 
and  belly  rings  at  the  Chicago  Mer- 
cantile Exchange.  A  surprisingly  bear- 
ish Hogs  &  Pigs  Crop  Reprjrt  that  every- 
one had  expected  to  be  bullish  sent  all 
of  the  meats  into  a  tailspin.  This  col- 
lapsed the  spread  of  long  July  bellies- 
short  fuly  hogs  that  I  had  recom- 
mended in  the  Mar.  17  issue,-  the 
spread  had  widened  out  to  about  500 
points  premium  the  bellies.  I  presume 
that  most  followers  of  my  recommen- 
dations took  profits  out  about  there. 

The  spread  has  now  collapsed  in  the 
recent  sell-off  to  where  it  can  be  done 
again  at  no  more  than  100  points  pre- 
mium the  bellies.  It  seems  reasonable 
to  me  to  try  to  do  the  spread  again 
from  this  level.  Once  again  I  would  try 
to  ride  it  out  to  500  points  premium 
the  bellies,  where  I  would  again  take 
profits.  I  would  risk  no  more  than  100 
points  from  my  entry  position.  Mar- 
gin on  this  spread  should  be  equal  to 
just  the  margin  on  an  outright  long  or 
short  belly  position,  which  is  about 
SI, 200.  The  round- turn  commission 
should  be  about  S80.  ■ 


Less  to  come? 


A  four-week  moving  average  for 
crude  oil  and  refined  products 
shows  what  higher  prices  can  do  to 
demand.  There  is  no  evidence  yet 
that  the  bottom  has  been  reached. 


Millions  of  barrels  per  day 


Crude  oil  imports 


11    2/8    2/15    2-22   2<29  3/7   3/14  3/21 
Week  of 
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Announcing  a  new  edition  of 

FORBES 
STOCK  MARKET  COURSE 

Everything  you  need  to  know  about  investing, 
in  one  authoritative  manual. 


lere  is  a  well  known  stock  market 
eory  called  "the  greater  fool  theory." 
says  if  an  investor  pays  too  high  a 
ice  for  a  stock,  a  greater  fool  will 
Mays  come  along  and  give  the  first 
yer  a  profit  by  paying  even  more, 
iedless  to  say,  it  does  not  always 
>rk.  Yet  some  people  are  prepared  to 
ke  their  chances  with  this  theory, 
ill  more  follow  it  unconsciously, 
lis  announcement  about  the  new 
ition  of  Forbes  Stock  Market  Course 
lot  for  either  group.  However,  if 
u  put  as  much  care  in  investing  in 
>cks  as  you  would  in  investing  in  a 
use,  or  another  substantial 
rchase,  this  is  a  message  for  you. 
rbes  Stock  Market  Course  could 
nimize  the  risk  of  losing  money  and  maximize  poten- 
il  gains  so  that  both  time  and  the  modest  investment 
»uld  be  repaid  over  and  over  again. 

Are  you  missing  opportunities?  Why  hold  on  to  your 
icks  while  the  market  goes  up  and  down,  when  you 
i  learn  to  sell  near  the  peak  and  buy  in  again  near  the 
ttom.  Learn  to  take  advantage  of  the  swings  and 
rvest  your  capital  gains. 

Why  pay  more  for  a  stock  than  you  need  to?  Learn  how 
give  your  broker  specific  orders  to  buy  at  the  price  you 
mt. 

Are  "options"  too  difficult?  With  a  potential  for  huge 
jis  and  a  limit  on  losses,  options  should  be  a  possible 
oice  in  your  investment  strategy.  Learn  what  they  can 

for  you. 

These  are  but  three  of  the  topics  covered  in  Forbes 
Stock  Market  Course.  The  course  was  planned  by 
Forbes  to  fill  a  gap  revealed  by  readers'  letters  to 
Forbes  editors.  While  magazine  articles  dealt  with 
particular  companies  and  various  aspects  of  invest- 
ing, Forbes  readers  complained  of  a  lack  of  a  source  of 
basic  knowledge  and  a  comprehensive  survey. 

The  Forbes  Stock  Market  Course  is  just  this  inves- 
tor's "Bible."  It  is  based  on  the  experience  of  Wall 
Street  professionals.  Its  ideas  are  solid  and  sound. 
Many  investment  books  are  based  on  the  crackpot 
theories  of  their  authors.  This  Course  is  a  distillation 
from  the  successes  and  mistakes  of  experts.  It  comes 
with  the  stamp  of  approval  of  Forbes  editors  and  is 
recommended  by  many  brokers  to  their  customers  as 
the  one  reliable  guide  to  investing. 

15  sections  of  basic  investing  material. 

From  first  to  last,  Forbes  Stock  Market  Course  puts  the 
emphasis  on  tactics  and  knowledge  you  can  use,  not 
"blue-sky"  theory.  Everything  you  need  to  know  is 
explained  in  clear  everyday  language.  Organized  into  15 
sections,  it  moves  step  by  step  from  a  basic  explanation 
of  how  the  market  works  to  more  sophisticated  areas 
familiar  to  professionals,  but  usually  beyond  the  ken  of 
the  average  investor.  A  tab  index  is  provided  to  make  the 


course  convenient  for  easy  and  repeated 
reference. The  332  pages  are  easily  removable 
section  by  section  from  the  ring  binders. 

Examine  the  Course  for  10  days. 
Free. 

Originally  conceived  as  a 
multi-volume  correspondence  course, 
Forbes  Stock  Market  Course  has 
been  refined  into  a  single  manual.  You  are 
invited  to  examine  the  newly  updated 
edition  to  satisfy  yourself  that  it  can  assist 
you  in  your  investment  decisions. 

To  receive  the  Course  for  a  10-day 
inspection  period,  fill  out  and  mail  the 
coupon.  When  you  receive  the 
course,  see  for  yourself  how  it  can  help 
you  protect  your  money  and  make  it  grow,  how  it  can  help 
prevent  expensive  mistakes,  how  valuable  it  can  be  as  a 
standby  reference.  Only  then  need  you  send  a  check 
for  $47.50  plus  postage  and  handling.  If,  for  any 
reason,  you  are  not  satisfied,  return  it  and  owe  noth- 
ing. The  risk  is  ours  and  we  know  from  the  few 
manuals  returned  how  satisfied  most  buyers  are.  Before 
you  invest  another  dollar,  mail  the  coupon  right  away. 


Sturdy  ring  binder  and  tab  index 
Actual  size:  HV2"  x  10%" 
332  pages 

41  graphic  charts,  graphs 
and  tabulations 

Self  evaluating"Financial  Inventory  and 
Stock  Analysis  Guide" 
Fully  indexed 

Investors  kit  of  supplementary 
materials:  charting  materials, 
list  of  long-term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business 
and  Securities  Trends,  glossary  of 
investment  terms  etc. 

Fill  out — Clip — Mail  Today 

FORBES  INC. 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me  the  15-lesson  Forbes  Stock  Market  Course 
for  10  days  free  examination.  After  10  days,  I  will  remit 
$47.50  plus  postage  and  handling,  or  return  the  course  and 
owe  nothing. 

Name  


Address. 
City  


.State. 


_Zip. 


I   iCheck  here  if  you  enclosed  $47.50  to  save  postage 
— and  handling  costs.  Same  10-day  refund  guarantee. 
(N.Y.C.  order  add  8%-and  other  N.Y.S.  4%  to  8%  as 
required  by  law)  2005 
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By  Srully  Blotnick 


Everybody  loves  a 
good  selling  climax. 
Assuming  their 
margin  account 
wasn't  one  that  was 
liquidated  during 
the  decline 
happy  now. 
member  of 
vestor  sample  put  it: 
"The  worst  is  over; 
it's  going  up  from  here."  A  selling 


they're 
As  one 
my 


m- 


climax  is  wonderful;  it  marks  a  turn- 
ing point,  with  good  things  to  fol- 
low. It's  hardly  surprising  that  des- 
perate investors  rush  to  see  one  even 
when  it  isn't  there.  Bottom-watch- 
ing becomes  a  popular  pastime. 
Wishful  thinking  takes  over.  We  are 
in  such  a  situation  now.  My  advice 
is:  Keep  some  of  your  powder  dry. 
The  conditions  for  a  true  bottom 
don't  yet  exist. 

At  no  time  during  the  past  two 
decades  has  the  market  bottomed 
with  this  much  optimism  in  the  air. 
About  the  economy  there  is  precious 
little  optimism  today.  Yet  investors 
are  surprisingly  optimistic  about  the 
stock  market.  Approximately  three 
out  of  every  five  of  the  investors  in 
my  sample  are  of  the  opinion  that 
the  market  has  bottomed — which  al- 
most certainly  means  that  it  has  not 
bottomed. 

There  has  been,  in  fact,  a  startlingly 
speedy  rebound  in  investor  expecta- 
tions, and  it  is  important  for  us  to  see 
why  it  has  occurred.  We  had  better 
understand  how  investors  can  be  pes- 
simistic about  the  economy  while  op- 
timistic about  the  stock  market.  This 
has  to  do  with  the  nature  of  the  in- 
vesting process. 

If  you  can  do  something  about  a 
troubling  situation,  you  don't  need  to 
hope,  you  can  act.  Investors,  however, 

Dr.  Srully  Blotnick  t\  a  practicing  psychologist 
and  author  of  Winning:  The  Psychology  of 
Successful  Investing. 
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Hope  is  a  tool  every  investor  has,  and  after 
a  major  market  decline,  it  gets  overused. 

WATCHING  FOR 
BOTTOMS 


have  no  control  over  the  financial 
markets  in  which  they,  as  individuals, 
are  active.  The  movements  of  stock 
and  bond  prices  are  out  of  their  hands. 
Having  made  a  purchase,  investors 
are  personally  unable  to  affect  its  sub- 
sequent behavior.  As  a  result,  they 
spend  a  lot  of  time  hoping,  and  on 
occasion  praying.  The  investor  is  not 
really  a  player  in  the  game,  he  is  mere- 
ly a  spectator — betting  on  the  out- 
come. As  we  know  from  sports,  the 
spectators  in  the  seats  are  usually 
more  berserk  than  the  players  on  the 
field.  Even  the  players  themselves  are 
more  emotional  when  they're  not 
playing. 

That  makes  investing  a  very  differ- 
ent kind  of  activity  from  what  inves- 
tors do  in  other  areas  of  their  lives. 
For  instance,  if  they  are  hit  with  a 
transit  strike  or  a  blackout,  the  pio- 
neer spirit  emerges.  A  great  deal  of 
individual  resourcefulness  surfaces 
Not  so  in  the  stock  market.  Once  he 
has  made  his  move,  placed  his  bet,  the 
investor  can  only  hope. 

Specifically,  on  Mar.  27,  as  the  mar- 
ket bounced  off  its  supposed  bottom 
of  729  on  the  Dow,  the  fully  invested 
investors  in  my  sample  were  the  most 
relieved.  Those  who  were  playing  on 
margin  are  fully  invested,  and  then 
some.  Assuming  they  weren't  sold 
out,  they  were  more  relieved  still,  and 
the  more  leveraged  they  were,  the 
more  that  was  so. 

What  are  we  to  make  of  these  facts? 
The  conclusion  isn't  very  reassuring. 
Should  the  market  once  again  begin 
working  its  way  lower,  the  down- 
swing process  could  pick  up  an  unex- 
pectedly large  head  of  steam,  and  rath- 
er rapidly  at  that,  as  hope  turns  first  to 
fear  and  then  to  panic. 

Why?  Because  recovery  expecta- 
tions are  much  more  fragile  than 
they  seem.  The  hope  is  there  but  so, 
lurking  just  below  the  surface,  is  ap- 
prehension— produced  by  a  recent 
150-point  drop  in  the  Dow.  The 
stock  market  is,  after  all,  capable  of 
collapsing  completely — as  it  did  in 
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major  stocks  that  may  provide .  . . 


Dividend  Boosts 
Of  50%  in  3  to  5  Years 
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B  974  and  in  1970.  My  studies  show 
hat  expectations  decrease  signif- 
icantly more  rapidly  during  a  second 
(market  decline  than  they  do  during 
I  he  first. 

What  does  that  indicate  you  should 
[he  doing?  The  first  thing  is  to  disre- 
(j'.ard  the  empty-headed  sales  pitches 
L;)f  investment  advisers  who  want  you 
ti  o  jump  in  with  both  feet,  now  that 
■  'the  market  has  turned."  Don't  for- 
|;et,  these  are  the  people  who  recently 
B)agged  you  royally,  by  loading  you  up 
Hvith  stocks  during  January  and  Febru- 
ary with  excited  chatter  about  an  im- 
pending buying  panic — just  in  time 
kor  a  predictable  selling  panic  instead 
\\  n  March. 

||i  Second,  this  is  the  time  for  you  to 
ij)e  examining  the  stocks  you  own,  as 
fllvell  as  those  you  don't.  They  all  need 
no  be  placed  on  an  equal  footing  and 
compared  with  one  another  as  if  you 
presently  held  none  of  them.  That's 
narder  to  do  than  it  seems,  but  is 
J/ery  worthwhile.  Remember,  the  fact 
that  you  own  a  stock  doesn't  give  it 
jjin  edge.  It  doesn't  know  what  you 
paid  for  it,  and  hence  doesn't  feel 
ipbligated  to  recoup  any  loss  on  it  you 
Inay  now  have. 

It's  a  puzzling  reaction,  but  one  I 
(commonly  encounter:  expecting  a 
[stock  to  eventually  give  you  back 
■whatever  money  it  took  from  you. 
I'You're  damned  right,  I  do,"  an  in- 
l/estor  in  my  sample  told  me.  "If  I 
(wait  long  enough,  I  know  I'll  break 
feven."  Maybe  he's  right,  but  his 
Ithinking  is  a  little  odd.  He  is  con- 
Jvinced  that  when  the  next  major 
rally  occurs,  the  stock  he  bought  at 
i24,  and  which  is  now  trading  at  12, 
j will  recover  completely. 

What  makes  that  line  of  reasoning 
iparticularly  strange  is  that  he  likes 
tUnother  stock,  now  trading  at  15, 
(which  he  expects  to  see  at  50  in  the 
ijnext  two  years.  Will  he  make  the 
tewitch:  If  he's  at  all  typical,  he  won't. 
His  bias  in  favor  of  what  he  now  owns 
its  so  great,  it  prevents  him  from  doing 
'anything  about  acquiring  stocks  he'd 
[like  very  much  more  to  own. 

Third,  forget  about  "buying  at  the 
< bottom."  That  is  a  more  elusive  goal 
Ithan  the  Fountain  of  Youth,  and  isn't 
[worth  the  endless  agony  that  many 
investors  devote  to  it,  both  before  and 
after  making  a  purchase. 

Fourth,  stay  partially  liquid.  The 
iodds  are  high  that  within  the  next 
I  three  months  we'll  have  a  real  selling 
[climax,  instead  of  a  Hunt-based  imita- 
tion of  one,  which  merely  has  served 
to  give  investors  a  perilously  false 
isense  of  security.  ■ 


Are  you  interested  in  getting 
significantly  higher  dividend  yields?  If 
so,  here's  an  approach  that  may  in- 
terest you: 

Just  for  illustration— this  is  NOT  a  rec- 
omendation— let's  look  at  General 
Foods.  At  its  recent  price  of  26,  and 
with  per  share  dividends  of  $2.15  esti- 
mated by  Value  Line  in  the  next  12 
months,  this  stock  offers  a  current 
yield  of  8.3%. 


But,  looking  ahead,  Value  Line  esti- 
mates that  General  Food's  annual 
dividends  3  to  5  years  hence  will  be 
raised  to  $3.25— a  12.5%  yield  on  in- 
vestment if  the  stock  were  purchased 
at  its  recent  price  of  26  (Value  Line 
March  7). 


Ratings  &  Reports  on  each  of  1700 
stocks  show  you  at  a  glance.  .  . 

a)  The  stock's  dividends  declared 
per  share  over  each  of  the  past  15 
years. 

b)  The  stock's  average  dividend 
yield  during  each  of  the  past  1 5  years. 

c)  Estimated  dividends  per  share 
in  the  current  year. 

d)  Estimated  average  dividends 
per  share  in  the  next  3  to  5  years. 

With  this  data — which  is  available  only 
in  Value  Line  as  far  as  we  know  —  you 
can  quickly  see  where  we  believe  the 
best  opportunities  lie  to  get  unusually 
rich  future  yields  based  on  current 
stock  prices.  And  this  is  just  a  small 
fraction  of  the  help  you  will  sys- 
tematically find  in  the  Value  Line 
Survey. 


Please  note  that  Value  Line'  estimates 
of  future  dividends  may  or  may  not  be 
on  target.  They  are,  however,  based 
on  disciplined  methods  of  evaluation 
we  have  used  and  improved  for  more 
than  40  years.  Note,  too,  that  this  ex- 
ample is  not  a  recommendation  even 
though  the  stock  used  for  illustration 
does,  at  this  time,  carry  an  "above 
average"  Value  Line  rank  for  relative 
price  performance  in  the  next  12 
months. 

FUTURE  DIVIDEND  BOOSTS 

Specifically,  among  the  1700  stocks 
continually  reviewed  by  The  Value 
Line  Investment  Survey,  our  es- 
timates suggest  that  scores  of  well 
known  issues  will  increase  per  share 
dividends  50%  or  more  within  just  the 
next  3  to  5  years. 

Value  Line's  regularly  issued  full-page 


SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductorylOweek  trial  subscription  to 
The  Value  Line  Investment  Survey  for 
only  $33— about  half  the  regular 
price — providing  you  or  any  member 
of  your  family  has  not  had  a  subscrip- 
tion in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you 
will  receive  the  2000-page  Investors 
Reference  Service  (covering  more 
than  1700  stocks)  which  will  be  up- 
dated every  week— and  the  96-page 
booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

Send  your  check  or  money  order 
along  with  your  name,  address  and 
mail  the  coupon  today. 


SIGNATURE 


The  Value  Line  Investment  Survey  \ 

Arnold  Bernhard  &  Co.,  Inc.  711  Third  Avenue,  New  York,  N.Y 

it 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every 
two  years)  and  send  me  the  two  bonuses  list- 
ed above.  Check  for  $33  is  enclosed.  (Trial 
subscriptions  must  be  accompanied  by  pay- 
ment.) 

SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size 
CREDIT  CARD/CALCULA- 
TOR SUPER  SLIM  LCD 
CALCULATOR  (with  full 
memory)  given  to  you  when  I  ■=■■•» 
you  order  The  Value  Line  L_ — ■■■■■■ 
Investment  Survey  for  one 
year— and  send  payment 
now. 

□  1  year  for  $330  My  payment  is  enclosed — 
send  me  the  CALCULATOR  as  my  extra 
special  bonus.  (There  are  no  restrictions  with 
this  annual  subscription.) 

□  Enter  my  subscription  now  Bill  me  for  $330. 
(Does  not  include  the  calculator.) 


IP 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY 


STATE 


ZIP 


GUARANTEE;  If  dissatisfied  for  any  reason,  I 
may  return  material  within  30  days  for  fun  re- 
fund of  the  fee  I  have  paid.  Subscription  tax- 
deductible  and  nonassignable  Foreign  rates 
on  request.  (NY  residents  add  sales  tax  ) 
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The  U.S.  is  not  yet  a  banana  republic,  so  the 
decision  was  made  to  cut  the  availability  of 
credit  to  the  private  sector. 

HOW  TO  PROFIT 
FROM  THE  CRUNCH 


By  Richard  B.  Hoey 

^gggjg|^        A  CREDIT  CRUNCH  IS 

Prict:  and  availabil- 

There  arc  three  distinct  reasons 
why  asset  prices  decline  in  a  credit 
crunch.  First,  overleveraged  owners 
are  often  forced  to  sell  or  at  least  halt 
any  further  buying  during  a  credit 
crunch.  Second,  investors  who  are 
flush  with  available  cash  find  that 
they  can  get  high  current  yields  on 
Treasury  bills  without  risk  of  princi- 
pal loss.  The  buyer  with  cash  is  in  the 
driver's  seat  during  a  credit  crunch, 
and  he  will  often  find  sellers  willing  to 
offer  their  assets  to  him  at  a  bargain 
price  so  they  can  get  their  hands  on 
some  cold,  hard  cash.  Finally,  credit 
crunches  usually  trigger  recessions.  In 
a  recession,  corporate  profits  decline 
and  demand  for  industrial  commod- 
ities drops.  This  tends  to  drive  down 
the  prices  of  common  stocks  and 
commodities  as  the  economy  moves 
into  the  recession. 

This  credit  crunch  is  not  an  acci- 
dent. It  was  deliberately  triggered  to 
correct  the  excessive  growth  in  mon- 
ey and  credit  in  the  last  several  years. 

The  basic  reason  why  the  federal 
government  precipitated  a  credit 
crunch  this  spring  is  simple:  Past  gov- 
ernment policy  errors  threatened  to 
drive  the  U.S.  economy  toward  an 
explosion  of  wage  inflation.  This 
would  have  permanently  imbedded 
high  inflation  into  the  U.S.  economy. 
The  U.S.  was  beginning  to  show  the 
symptoms  of  a  borderline  banana  re- 


Richard  B  Hoey  is  a  vice  president,  economist 
and  investment  strategist  at  Baclie  Halsey 
Stuart  Shields 


public:  double-digit  inflation,  diver- 
sion of  savings  flows  from  productive 
investment  to  sterile  hoarded  assets,  a 
rising  tax  burden  and  increasing  tax 
evasion,  a  collapse  in  confidence  in 
the  future  value  of  the  currency  and 
efforts  to  profit  from  currency  depre- 
ciation by  getting  as  deeply  into  debt 
as  possible.  The  concept  that  the  dol- 
lar would  become  worthless  was  be- 
coming the  consensus. 

"With  inflation,  you  will  be  paying 
back  in  cheaper  dollars  but  your  home 
will  continue  to  grow  in  value.  .  .  .  It's 
so  easy  to  free  up  the  equity  that's 
rightfully  yours — to  start  enjoying  it 
now."  That's  not  a  quote  from  some 
wild-eyed  and  wealthy  goldbug,  but 
rather  an  excerpt  from  a  form  letter  I 
received  recently  from  one  of  the  ten 
largest  corporations  in  America.  They 
would  like  me  to  take  out  a  second 
mortgage  on  my  house  so  that  I  can 
live  it  up  on  borrowed  money.  That's 
the  spirit  that  has  brought  America  to 
its  knees  with  double-digit  inflation. 

Just  when  inflation  and  inflation  ex- 
pectations were  exploding,  the  U.S. 
government  adopted  a  crowding-out, 
credit-crunch  strategy.  Despite  an  in- 
flation rate  near  18%,  the  sum  total  of 
proposed  federal  spending  cutbacks 
for  the  fiscal  year  ending  September 
1980  was  only  one-third  of  1%  of  fed- 
eral spending  and  one- tenth  of  1%  of 
GNP.  You  can't  halt  an  18%  inflation 
rate  by  cutting  federal  spending  by 
one-third  of  1  % . 

Once  the  decision  was  made  that 
no  major  federal  spending  cuts  could 
be  implemented  prior  to  the  1980 
election,  it  was  necessary  to  decide 
whether  to  accommodate  17%-to- 
18%  inflation  or  crowd  out  private 
borrowers  to  make  room  for  federal 
deficit  financing,  liboth  federal  deficit 
financing  and  private  credit  demand 
were  accommodated,  the  risk  of  hy- 
perinflation was  high.  The  U.S.  is  not 
yet  a  banana  republic,  so  the  decision 
was  made  to  cut  the  availability  of 
credit  to  the  private  sector. 

Suddenly,    Americans  discovered 
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that  big  debts  were  no  longer  a  won-! 
derful  inflation  hedge,  but  rather  a| 
burden^  Credit-financed,  inflation-^ 
hedge  assets  declined  sharply  in  price.l 
The  effectiveness  of  the  Fed  in  con-i 
stricting  credit  availability  in  Marchi 
was  validated  by  declines  in  four  typesj 
of  assets  commonly  regarded  as  infla- 
tion hedges:  precious  metals  (gold,  sil- 
ver, platinum),  industrial  commod-l 
ities  (copper,  lumber),  common  stocks; 
and  so-called  hard  currencies  (deut- 
sche  marks  and  Swiss  francs). 

So,  how  do  we  as  investors  profit! 
from  this  credit  crunch?  Profiting 
from  one  is  simple  in  theory  but 
tricky  in  practice.  The  experience  of 
1974  illustrates  how  difficult  it  can  be 
to  time  your  purchases.  The  credit; 
crunch  in  the  money  markets  crested' 
before  Labor  Day,  but  the  Dow  Jones 
industrial  average  declined  about  100 
points  from  Labor  Day  until  its  ulti- 
mate low  in  early  December.  Gold 
kept  rising  through  year-end  1974, 
then  dropped  by  one-half. 

The  financial  experts  now  are  de- 
bating whether  the  bond  market  will 
even  survive  to  the  end  of  the  year. 
Contrary  opinion  would  suggest  thai 
the  second  quarter  of  1980  will  prove 
to  be  an  excellent  time  to  buy  bonds. 

Stocks  of  companies  with  superior! 
growth  prospects  can  often  be  bought 
cheaply  during  a  credit  crunch.  For 
example,  Compugraphic  (23)  has 
halved  in  price  in  recent  months  and 
is  now  selling  at  only  about  5  times 
1981  estimated  earnings.  The  com- 
pany earned  $3.58  in  the  12  months 
ended  September  1979.  It  should  earn 
about  $3.70  in  fiscal  1980,  with  help 
from  a  lower  tax  rate.  Earnings  should 
reach  $4.50  in  fiscal  1981. 

Compugraphic  is  the  leading  factor 
in  the  photocomposition  industry. 
Earnings  weakened  in  early  1980  just 
as  the  credit  crunch  began,  but  pros- 
pects are  very  good  for  a  resumption 
of  strong  earnings  gains  in  fiscal  1981. 
In  mid-January  1980,  Compugraphic  J 
announced  a  new  digitized  phototype- 
setter,  which  should  help  the  com- 
pany maintain  its  momentum. 

We  have  recommended  Telepromp- 
ter  in  this  column  several  times  in 
recent  years.  It  has  just  declined  from 
a  high  of  27  to  its  current  price  of  16. : 
The  company  earned  $1.14  in  1979 
and  should  earn  $1.50  in  1980.  Tele- 
prompter's  investment  in  its  CATV 
system  represents  a  valuable  asset. 
We  believe  that  the  stock  is  a  good 
buy  at  current  levels.  ■ 


Heinz  H  Biel  is  on  vacation  His  column  will 
appear  again  next  issue. 
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One  man's  exception  is 
another  man's  rule. 


In  1978,  Newsweek  International  sur- 
veyed a  group  of  AB  men  in  ten  Euro- 
pean countries  and  came  up  with  a 
number:  5,871,000. 

Then  they  counted  up  the  AB  men 
who  took  multiple  air  trips  each  year. 
They  came  up  with  another  number: 
303,000* 

Which  amounts  to  5.2%  of  the  AB  uni- 
verse. Or  about  one  in  every  twenty. 

A  marketing  needle  in  a  haystack?  Not 
at  all.  Because  these  exceptional  men  are 
the  rule  for  Newsweek,  the  international 
newsmagazine. 

"Density  of  prospects"  is  what  makes 
international  media  far  more  efficient, 
for  many  products  and  services,  than 
local  media.  And  you  find  that  density  in 
Newsweek  International. 

Ours  is  an  audience  that's  crisp  and 
lean;  composed  almost  entirely  of  an  ex- 


ceptional corps  of  businessmen  and  ex- 
ecutives who  are  the  real  prospects  for 
fine  goods  and  services. 

We  attract  these  people  by  providing 
them  with  a  truly  international  view  of 
the  news,  written  and  edited  not  as  an 
American  export,  but  as  a  global  percep- 
tion of  the  events  that  shape  and  color 
their  lives. 

And  we  attract  advertisers  by  provid- 
ing them  with  the  undivided  attention  of 
more  than  two  million  readers:  attention 
gained  by  respect  for  our  reader's  intelli- 
gence and  service  to  their  needs. 

It's  a  unique  combination:  editorial 
magnetism,  advertising  professionalism 
and  marketing  service. 

And  you  find  it  in  one  exceptional 
magazine. 

'Pan  European  Survey.  1978,  RSL  Lid.  10+  round  trips  by 
<nr  in  last  12  months. 
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Executives/Professionals 

BORROW  up  to 


25,000 


by  Mail 


If  you  need  money  .  it's  good  to 
know  you  can  borrow  in  utmost 
privacy  .  .  by  mail.  We  are  geared  to 
serve  the  needs  of  the  execu 
tive  or  professional  person.  Com 
petitive  rates,  payments.  Prepay 
without  penalty.  Interest  is  tax 
deductible.  Call  toll  free 
800  525  1344  or  mail  coupon. 


W.  L.  Martin 

Dept.  1081 
14201  E.  4th  Ave. 

P.O.  Box  39F 
Denver.  CO  80239 


POSTAL 

executive 
financial 


¥ 

I 
I 


Write  to:  ^ 
W  L.  Martin 

Dept.  1081 
14201  E.  4th  Ave.,  P.O.  Box  39F 
Denver,  CO  80239 
Sendcomolete  inlotmation  and  a  loan  application 
Name 

Address  

City  State  Zip  

itlllljta  ot  The  St  Paul  Companies,  Inc 


I 
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FREE  GOLD 
AND  SILVER 

INVESTMENT  INFORMATION 


Well  show  you  ways  to 
buy  precious  metals 

We  invest 
millions  of  dollars 
in  gold,  silver  and 
other  commodities  on 
behalf  of  our  clients. 

For  complete  information, 
our  latest  recommendations 
and  a  copy  of  our 
corporate  brochure 
call  toll-free 
1-800-327-6991, 
or  write 

Bengal  Trading  Corp. 
Dept.  F101 
155    E  Commercial  Blvd. 
Ft.  L  clerdale,  Fla.  33334 


Market  Trends 


Anyone  who  believes  in  this  election  yeai 
that  even  a  Reagan  can  deliver  a  balancec 
budget  is  smoking  mellow  yellow. 

AMERICA 
THE  FALLIBLE 


By  Martin  T.  Sosnoff 


Anyone  who  has 
gone  after  hlue  mar- 
lin  off  Bimini  learns 
that  trouble  begins 
after  you  hook  up 
with  a  monster  of 
the  deep;  90%  of  the 
fish  are  lost  while 
you're  gaffing  them 
at  the  boat.  Perhaps 
the  mate  working 
the  cockpit  loses  his  nerve  and 
doesn't  grab  the  bill  to  yank  the  brute 
over  the  transom.  Money  manage- 
ment is  no  different.  In  the  old  days, 
the  saying  was,  when  a  money  man- 
ager loses  his  nerve  you  fire  him.  But 
this  is  bull  market  thinking  and  it  no 
longer  serves.  In  a  market  like  today's, 
where  there  has  been  no  place  to  hide, 
he  who  panics  first,  laughs  last.  Basic 
industrials  succumbed  to  recessionary 
forces.  Growth  stocks  could  not  stand 
a  comparison  of  their  total  returns 
with  15%  bond  rates.  Meanwhile,  in- 
terest-sensitive goods  were  blasted  as 
short-term  interest  rates  rocketed  up- 
ward. Come  next  July,  not  a  savings 
and  loan  in  the  country  will  have  an 
earnings  margin  if  short-term  rates 
hang  in  at  15%  or  better. 

The  moonscape  in  bonds  has  spilled 
over  into  the  commodity  sector;  re- 
versals in  precious  metals  are  now 
approaching  50%  over  a  30-day  peri- 
od. Bonds,  of  course,  have  proved 
more  volatile  than  stocks  this  past  six 
months  and  the  amount  of  financing 
postponed  and  backing  up  in  the  sys- 
tem is  truly  enormous — maybe  $30 
billion  in  eorporates  alone. 

Economists  who  missed  their  re- 
cession forecasts  for  the  past  24 
months  are  adamant  that  it  is  finally 
here.  Now!  Today!  Housing  starts  go 
to  zero,  except  tor  multiple  units,  and 
autos  sink  further.  Real  consumer  in- 

Martin  i  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


come  is  declining,  and  a  rise  in  unem 
ployment  is  right  around  the  cornel 
The  consumer  must  cut  back;  saving 
rates  are  already  too  low.  Ergo,  inter 
est  rates,  both  long  and  short,  wi 
collapse. 

Don't  count  on  it.  The  enormou: 
amount  of  bond  financing  that  can' 
get  done  today  is  temporarily  tappin) 
bank  credit  lines.  The  banks,  in  turn 
have  shrinkage  up  to  20%  in  thei: 
secondary  bond  reserves  and  will  no 
take  losses  on  this  paper.  Rather,  thei 
are  bidding  for  money  market  fundi 
and  will  drive  up  short-term  rates.  Fo: 
several  more  months,  short  and  lonj 
rates  seem  headed  higher. 

When  the  recession  finally  hits  us 
perhaps  by  summertime,  the  federa 
budget  is  going  to  move  sharply  into 
deficit  position.  My  estimate  of  a  de 
cline  of  20%  in  corporate  earning 
could  reduce  tax  receipts,-  a  shortfal 
in  fiscal  198 1  of  $50  billion  or  more  i 
in  the  cards.  Anyone  who  believes  ir. 
this  election  year  that  even  a  Reagan 
can  deliver  a  balanced  budget  is  smok 
ing  mellow  yellow. 

Everything — stocks,    bonds,  gold, 
silver,  copper — has  fallen.  People  arq 
having  a  hard  time  selling  their 
houses.  Perhaps  a  trillion  dollars  inj 
paper  value  is  gone,  but  how  many  of 
us  are  crying  ourselves  to  sleep"  Ex 
cept  for  a  few  commodities  specula 
tors  and  punchy  bond  traders  whose! 
fingers  have  been  singed  up  to  the 
elbows,  nobody  really  cares.  After  all 
most  of  the  money  was  lost  by  proxy 
Insurance  company  investments,  sec 
ondary  bond  reserves,  skinny-yield 
ing  mortgage  portfolios  at  the  S&Ls 
mutual  fund  asset  values  and  pension 
funds  of  corporate  America  are  sav 
aged,  but  the  blood  flows  in  the 
deathly  silent  corridors  of  the  execu 
tive  suite. 

Portfolio    managers    around  the 
country  hardly  feel  accountable.  We 
all  owned  our  quota  of  bonds  and  in 
vestment-grade  equities.  None  of  us 
bought  the  trashy  promotions  of  yes 
teryear.  The  economists  underesti 
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nated  the  consumer's  buying  power 
:  ind  blame  them  for  the  strong  econo- 
my and  the  attendant  inflation.  Of 
;ourse,  the  Federal  Reserve  Board 
plundered  along  for  two  years.  For  ex- 
ample, the  Fed  is  just  beginning  to 
understand  that  the  money  market 
:ertificate  it  allowed  into  the  savings 
and  loan  industry  will  destroy  a  $400 
billion  financial  intermediary  if  left 
uncapped  for  more  than  a  few  months 
longer. 

Meanwhile,  coteries  of  money 
managers  meet  in  all  the  private  din- 
ing rooms  in  the  sky  as  usual.  The 
earnest  talking  starts  when  the  tele- 
phone-pole-size cigars  are  lighted  and 
the  final  sip  of  1966  Bordeaux  tickles 
the  palate.  The  talk  is  all  about  what 
;to  play  next.  Many  of  us  are  ready  to 
ipounce  on  the  interest-sensitive 
(goods — utilities,  banks,  savings  and 
i  loans,  life  insurance — as  soon  as  inter- 
est rates  signal  a  peak. 

Nobody  is  talking  much  about  cap- 
ital conservation.  A  reserve  of  30%  of 
iassets  sounds  right.  Because  1979  was 
[a  vintage  year  for  equity-oriented 
managers,  all  1980  has  done  so  far  is 
| take  away  last  year's  profits.  But  this 
is  not  the  way  bottoms  in  securities 
(markets  are  made.  Their  jaws  are  not 
!  clenched  in  pain.  Even  the  $12  billion 
tin  margin  debits  is  an  illusion.  Much 
of  it  is  arbitraged  and  hedged  by  pro- 
fessionals. There  is  no  public  left  out 
(there  to  panic. 

Until  the  federal  agencies  force  liq- 
uidation by  the  pros  within  a  setting 
of  shotgun  marriages  of  banks  and 
S&Ls  with  mismatched  assets  and 
liabilities,  we  are  cautious.  The  com- 
placency in  Wall  Street  over  its  com- 
modities exposure  is  matched  by  the 
myopia  at  the  Federal  Reserve  Board, 
the  Treasury,  the  Council  of  Econom- 
ic Losers  and  the  White  House.  Every- 
one is  counting  on  the  recession  right 
around  the  corner  to  bail  us  out  of  the 
inflation  and  interest-rate  spiral. 

Maybe  we'll  get  away  with  it. 
Frankly,  we  don't  deserve  to  be  that 
lucky.  For  several  years  of  misman- 
aged fiscal  and  monetary  policy,  there 
is  a  toll  to  pay.  The  morality  play 
unfolds.  It  is  the  third  act  and  every- 
one knows  "Good  Works"  will  slay 
the  fiery  dragon.  Maybe.  I  see  the 
Eighties  here  like  England  of  the  Sev- 
enties. We  all  enjoy  life,  but  the  stan- 
dard of  living  is  a  little  lower,  the 
inflation  and  cost  of  money  much 
higher  and  the  securities  markets  su- 
pervolatile.  A  price/earnings  ratio  of  5 
seems  about  right.  The  stock  market 
is  busy  adjusting  itself  to  the  way 
things  are.  ■ 


YOU  MIGHT  BE  SURPRISED 
JUST  HOW  MANY  PEOPLE  EN  YOUR 
COMPANY  WERE  HELPED  BY 
UNITED  WAY  LAST  YEAR. 


Chances  are  many  of  your  employees  and  their  children 
often  benefit  from  services  for  which  the  United  Way 
lends  financial  support.  Boy's  Clubs,  Girl  Scouts,  YMCA, 
American  Red  Cross,  YWCA,  chemical  dependency  pro- 
grams, family  counseling  services— and  many  more. 

Thanks  to  your  generosity,  the  United  Way  and  the 
agencies  it  helps  support  will  continue  to  be  here  when 
we're  needed. 

A  Public  Service  of  This  Magazine  &  The  Advertising  Council 


Thanks  to  you, 
it  works. 
For  all  or  us. 


United  Way 


What  happens 
when  scarce  resources 
get  guzzled  up? 


We  believe  they  grow  in  value. 

If  you're  interested  in  capital 
growth  and  see  the  advantages  of 
investing  in  natural  resources  that 
may  become  more  scarce  —  and 
more  valuable  —  please  contact  us 

Our  portfolio  includes  com- 
panies which  own  or  develop 
natural  resources,  as 
well  as  shares  of 
other  promising 
enterprises,  v 


ROWE  PRICE 
NEW  ERA  FUND,  INC. 

I  A  No-Load  Fund 


100  East  Pratt  Street 
Baltimore,  Maryland  21202 

1-800-638-5660 
If  busy,  or  in 
@  Maryland 

Dcall  301- 
547-2136 
Meet. 


A-6 


For  more  complete  information, 
ncluding  the  management 
fee  and  other  charges  and 
L  expenses,  obtain  a  prospec 
tus.  Read  it  carefully 
before  you  invest  or  send 
money. 
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Stock  Comment 


A 
HEART 
ATTACK 


The  way  a  heart  attack  feels  can  vary. 
So  how  can  you  be  sure  that  what  you're 
feeling  Is  really  a  heart  attack'' 

By  remembering  this. 

If  you  feel  an  uncomfortable  pressure, 
fullness,  squeezing  or  pain  in  the  center 
of  your  chest  (that  may  spread  to  the 
shoulders,  neck  or  arms)  and  if  it  lasts 
for  two  minutes  or  more,  you  could  be 
having  a  heart  attack.  Severe  pain,  diz- 
ziness, fainting,  sweating,  nausea  or 
shortness  of  breath  may  also  occur. 
Sharp,  stabbing  twinges  of  pain  are 
usually  not  signals  of  a  heart  attack. 

Your  survival  may  depend  on  getting 
medical  attention  as  quickly  as  you  can. 
Call  the  emergency  medical  service 
immediately.  If  you  can  get  to  a  hospital 
faster  in  any  other  way,  do  so. 

Don't  refuse  to  accept  the  possibility 
that  you  are  having  a  heart  attack.  Many 
heart  attack  victims  do  just  that.  They  say 
it's  indigestion  or  tension.  They  worry 
about  embarrassment.  They  often  wait 
three  hours  or  longer  before  getting  help. 

But  before  those  three  hours  are  up, 
one  out  of  two  is  dead. 

Remember  what  you've  just  read.  The 
time  might  come  when  your  life  will 
depend  on  it. 


The  American  Heart  Association  f; 
WE'RE  FIGHTING  FOR  YOUR  LIFE 


"Showers  of  Diamonds 

Fountains  by  RAIN  JET® 

Extremely  beautiful  prismatic 
Fountain  Assemblies  in  bowls 
up  to  8  ft.  with  lights  — or  Foun 
tain  Heads  only.  Patented, 
energy-saving  design  —  water 
recirculates.  Write  or  phone 
for  Full-Color  Literature. 

RAIN  JET  CORP..  Dept  FS 

301  S  Flower  St  .  Bufbanh,  CA  91503 

Toll-free  800-423-2379 
Calif  :  213-849  2251  Collect 


/  don't  think  that  General  Motors  or  Good- 
year or,  yes,  maybe  even  Eastman  Kodak 
should  be  awarded  any  more  than  a  tem- 
porary place  in  your  holdings. 

HANG  IN  THERE 


By  Peter  G.  Banzhaf 


In  my  last  column 
(Forbes,  Mar.  3),  I 
reaffirmed  an  old  be- 
lief that  invest- 
ments in  select 
smaller  compa- 
nies— always  pro- 
viding that  they 
were  in  a  position  to 
benefit  from  what  at 
least  appeared  to  be 
enduring  trends — would  produce  a 
well-above-average  return  over  the 
long  term.  Not  a  novel  concept  to  be 
sure,  but  one  that  has  come  in  and  out 
of  favor  several  times  during  the  de- 
cade just  ended. 

My  only  real  concern  in  March  was 
the  price  level  of  the  good  second-  and 
third-tier  stocks.  They  had  risen  very 
substantially,  and  in  my  general  en- 
dorsement I  had  to  include  a  hedge  or 
two.  Specifically,  I  said:  "Please  recog- 
nize, however,  that  these  stocks 
aren't  cheap.  The  multiples,  in  fact, 
have  gotten  pretty  heady.  And  wait- 
ing for  a  correction  might  be  a  very 
good  idea." 

Well,  the  correction  came — in 
spades.  The  stocks  whose  virtues  I 
had  been  trumpeting  were,  at  the 
worst,  hit  harder  than  any  other  seg- 
ment of  the  market.  Something  more 
than  I  had  bargained  for.  But  I've 
tried  not  to  let  the  stampede  for  the 
exits  influence  my  thinking.  I've 
tried  to  push  aside  my  concern  for 
the  Hunt  Brothers.  I've  dug  in  my 
heels  and  I'm  staying  with  my  strate- 
gy. Even  if  the  market  gets  worse — as 
well  it  may — I  will  stick  to  my  guns.  I 
truly  believe  that  if  you're  willing  to 
be  a  relatively  long-term  investor — 
secure  and  patient  enough  to  hang  on 
for  three  or  four  years — you'll  be  bet- 
ter served  in  the  smaller,  more  spe- 
cialized situations. 
Understand,  however,  that  when  I 

I'eter  G.  Banzhaf  is  a  senior  rice  president  of 
Robert  W  Bau  d  &  Co  .  Milwaukee,  Wis. 


say  "small"  I  may  be  talking  about  a 
company  with  sales  of  SI 00  million, 
$200  million  or  $300  million.  And 
understand  that  I'm  referring  to  qual- 
ity companies.  Quality,  after  all, 
isn't  a  function  of  size  or  of  age.  It's 
a  function  of  management,  of  prod- 
uct, of  research  and  development,  of 
growth,  of  return  on  equity,  earnings 
and  balance  sheets.  There  are  lots  of 
famous  American  companies  with 
sales  and  assets  in  the  billions  that 
do  not,  in  my  opinion,  meet  the 
quality  standards  most  investors 
should  set. 

When  I'm  talking  about  smaller 
companies,  by  the  way,  I'm  suggest- 
ing them  as  capital  gains  vehicles 
only.  If  you  need  income — and  many, 
many  investors  do — stick  with  the 
blue  chips.  But  if  you're  genuinely 
concentrating  on  accumulating  as- 
sets— honestly  trying  to  make  mon 
ey — I  don't  think  General  Motors  or 
Goodyear  or,  yes,  maybe  even  East- 
man Kodak  should  be  awarded  any 
more  than  a  temporary  place  in  your 
holdings.  They  are  simply  too  big,  too 
unwieldy  and  too  involved  with  the 
economy  as  a  whole. 

For  better  or  for  worse,  a  smaller 
firm  has  much  greater  flexibility.  It 
can  respond  to  the  marketplace  with 
greater  speed,  and  should  reflect  the 
abilities  of  a  truly  outstanding  man 
agement — if  it  is  lucky  enough  to 
have  such  a  management — more 
quickly  than  would  a  giant.  In  terms 
of  product,  it's  obvious  that  a  major 
innovative  breakthrough  can  put  a 
smaller  company  years  ahead  of  the 
competition  in  both  market  share  and 
profitability. 

These  convictions  are  advanced 
with  the  understanding  that  there's 
almost  certainly  a  recession  out 
there.  And  it  may  be  severe.  So  one 
wants  to  be  sure  that  selections  have 
good  earning  power  in  a  slower 
economy  and  enough  cash  to  finance 
whatever  expansion  might  be  imme- 
diately required.  With  interest  rates 
at  record  levels,  and  who  knows 
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vhat  kind  of  credit  restraints  lurking 
m  the  minds  of  the  federal  bureau- 
crats, this  is  no  time  to  sacrifice 

inancial  strength. 

As  I  said,  most  of  the  stocks  I  rec- 
ommended six  weeks  ago  are  off 

harply,  so  here's  an  update  on  them: 
Energy.  Nothing's  changed  to  lessen 

he  appeal  of  this  general  industry. 
Oresser  Industries  (62  then  and  52  now, 
Kown  16%)  is  not  a  small  company, 

iut  is  unusually  interesting  anyway.  It 

till  looks  good.  Another,  perhaps 
pore  exciting  participant,  which  I 
didn't  mention  because  it  was  in  reg- 
fstration,  is  Geosource  (around  58  then 

nd  49  now,  down  15%). 
1  Defense.  Our  relations  with  the 
Russians  and  other  sinister  forces  on 
jhe  globe  haven't  been  noticeably  im- 
proved. Precision  Castparts  (26,  now 
i  vailable  at  19)  was  off  almost  27%,  a 
lornmon  enough  performance  for  an 
:iver-the-counter  stock.  These  stocks 
klmost  always  get  hit  the  hardest  and 
>)ake  the  longest  to  recover.  But  when 
fhey  do,  it  can  be  a  lot  of  fun. 
i  Productivity.  This  was  the  most 

xpensive  of  the  groups  I  discussed 

nd  it's  also  perhaps  the  most  inter- 
esting. There  has  been  such  a 
narked  decline  in  our  productivity 
;rowth  relative  to  other  nations' 
>ver  the  last  20  years  that  the  politi- 
cians are,  at  last,  concerned,  and 
hat  should  be  a  major  plus.  Compu- 
mision  (55,  now  around  45),  which 
b  in  computer-aided  design,  was  off 
.5%.  Datapoint  (111,  now  99),  which 
lesigns  the  electronic  office  of  the 
uture,  was  down  only  about  11%. 
Vang  Laboratories  (38,  now  32),  an- 
)ther  dealer  in  the  occult  science  of 
vord  processing,  was  down  about 

6%.  Given  the  risks  of  high-tech- 
lology  businesses,  they  remain  full 
)f  attraction. 

My  final  selection  was  in  the  tele- 
:ommunications  industry.  Rolm  Corp. 
47,  down  to  about  38),  a  major  manu- 
acturer,  showed  a  decline  just  short 
>f  20% .  Rolm  is  just  as  good  as  it  was 
ix  weeks  ago.  If  you'll  accept  a  really 
mall  participant  in  the  business,  con- 
ider  Norstan,  which,  among  other 
hings,  sells,  leases  and  services  pri- 
rate  telephone  systems  in  six  mid- 
vestern  states  as  an  exclusive  distrib- 
itor  for  Rolm.  Currently  around  9, 
Norstan  is  off  25%  from  its  recent 
ligh.  Both  companies  provide  an  in- 
eresting  speculation  in  the  fast-grow- 
ng  private  telephone  industry. 

With  many  of  these  stocks  down 
tearly  20%,  it's  time  to  take  the 
ate — even  at  the  risk  of  sitting  with 
aper  losses  for  a  while.  ■ 


HOW  HIGH 
ARE  YOUR 
EMPLOYEES 

i.Q$.? 

(Economics  Quotients) 

COULD  THEY  ANSWERBASIC  ECONOMIC 
QUESTIONS  LIKE  THESE? 


True  False 


□  □  ( 1.)  Less  than  four  per  cent  of  the  U.S.  labor  force 
are  agricultural  workers. 

□  □  (2.)  Today,  the  U.S.  ranks  third  in  international 
trade. 

□  □  (3.)  As  productivity  increases,  our  standard  of 
living  increases. 

□  □  (4.)  When  inflation  occurs,  each  dollar  we  have 
buys  more  goods  and  services. 

A  recent  national  survey  shows  that  many  people 
would  find  these  questions  tough.  In  short,  their  Economics 
Quotients,  their  E.Qs.,  could  probably  stand  improvement. 

A  special  booklet  has  been  prepared  on  what  makes 
our  American  Economic  System  tick.  It's  fact-filled, 
easy  reading  and  free.  It's  also  an  easy  way  for  anyone 
to  raise  their  E.Q..  For  your  copy,  just  clip  the  coupon. 

ANSWERS:  A  'P 1  £  Os-iy)  J  Z  .1  T 

The  American  Economic  System 

We  should  all  learn  more  about  it 


Booklets.  P.O.  Box  1887,  Mew  York,  M.Y.  10001 

 Please  send  me  a  free  copy  of  the  booklet  about  our  economic  system. 

 I  would  also  like  a  copy  of  the  survey  highlights. 


Name 


.Title 


Company. 
Address  _ 


City. 


State_ 


Zip. 


Note:  Booklets  in  quantity,  posters  and  other  materials  are  available  for  use  by  com- 
panies, clubs,  etc.  For  information,  write:  The  Advertising  Council,  825  Third  Avenue. 
New  York,  New  York  10022. 
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WHAT'S  A 


Forbes 


Forbes 


FORBES 
6th  Annual 
Arabic  Issue 

to  be  published 
September  1980 


> 


It's  how  you  spell  FORBES  in  Arabic.  And,  while  it  may 
be  Greek  to  you,  it's  a  familiar  sight  to  the  businessmen 
and  other  leaders  at  the  center  of  power  and  influence 
throughout  the  Middle  East. 

Why  is  FORBES  so  well-known  in  the  Arab  world?  It's 
because  of  the  Annual  FORBES  Arabic  Issue  which,  for 
the  past  five  years,  has  provided  the  Arab  reader  with  a 
much  needed  communications  bridge  to  American 
business,  finance  and  industry.  In  September  1980, 
FORBES  will  publish  the  sixth  edition  of  this  highly 
valued  and  respected  reference  issue. 
As  in  the  past,  the  issue  will  be  printed  entirely  in  Arabic 
and  distributed  to  a  carefully  researched  list  of  more 
than  25,000  businessmen,  financiers,  journalists,  govern- 
ment and  educational  leaders  in  the  Middle  East.  These 
are  the  key  figures  who  influence  Arab  thought,  action 
and  transaction— those  who  need  and  desire  to  know 
more  about  American  business  and  how  it  operates. 

A  most  unusual  opportunity  to  reach 
Arab  Leaders  and  Arab  Markets 

The  Sixth  Annual  FORBES  Arabic  Issue  represents  an 
outstanding  way  to  communicate  your  company's  or 
client's  advertising  messages  to  the  most  influential  and 
responsive  Arab  audience.  It's  an  issue  the  Arab  business 
community  looks  forward  to  as  the  single  most  important 
reference  source  on  American  business  written  in  Arabic. 
Or,  as  one  reader,  a  press  correspondent  from  Casablanca, 
Morocco,  wrote  us,  "Forbes  is  now  at  such  a  level  of 
importance  that  it  is  indispensable  to  the  man  of  thought 
and  authority  in  the  Arab  world." 

Plan  now  to  advertise  in  the 

Sixth  Annual  FORBES  Arabic  Issue 

Again  in  1980,  if  requested,  FORBES  will  provide  adver- 
tisers or  their  agencies  with  a  list  of  reputable  translators 
around  the  country.  In  addition,  FORBES'  own  staff  of 
translators  will  proofread  every  advertisement  for 
grammatical  accuracy. 

Closing  dates:  Fractional  page  ads,  May  1, 1980 
Full-page  ads,  May  15, 1980 


Space  availabilities  and  rates: 

Four-color 

$3,930 

Two-color 

3,190 

Black  and  White  page 

2,710 

Less  than  one  page  (black  &  white  only ) 

2,040 

For  more  information,  consult  your  local  FORBES 
Representative  or  contact:  Stephen  G.  Nicoll,  Director  of 
Advertising,  Forbes  Magazine,  60  Fifth  Avenue, 
New  York,  NY  10011.  (212)  620-2200 


fl:  CapitalistToof 


Forbes /Index 


of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


;heny  Ludlurh   156 

rican  Motors   159 

fcx  112 

mser-Busch  156 

and  Oil   34 

o  de  Mexico   156 

Stearns   91 

tel   36 

m,  Dickinson   102 

ih  Petroleum  (U.K.)  101 

;r  Hawley  Hale  Stores   37 

§  35 

pugraphics  170 

putervision  1 75 

ling  &  Co   34 

.olidated  Freightways  39 

point   175 

ram   112 


Dayton  Hudson  38 

Digital  Equipment   120 

Dresser  Inds   1 75 

Eastman  Kodak   174 

GM   174 

Geosource   175 

Goodyear  Tire  &  Rubber  1 74 

Gulf  Resources  &  Chemical   10 

Holly  Sugar   73 

INA   34 

International  United  Shipping 

&  Investment   1 7 

R.H.  Macy  &  Co   38 

Marshall  Field  &  Co   37 

Massachusetts  Mutual 

Life  Insurance   155 

Morgan  Stanley  &.  Co  73 

NL  Inds   156 


Norstan   175 

Occidental  Petroleum   6,  45 

Peabody  Intl   132 

Petrobra's   60 

Precision  Castparts   175 

Renault   159 

Roadway  Express   40 

Rolm  175 

Schlitz  Brewing   156 

Teleprompter   170 

TeleSciences  91 

Texas  Intl   155 

Titanium  Metals   156 

Union  Carbide   97,  102 

Wang  Laboratories   175 

Weber  Oil   34 

Yellow  Freight  System   40 

Zenith  Radio  74 


Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
Capitalistlool 


ES,  APRIL  28,  1980  177 


Thoughts 

on  the  Business  of  I  ,ile 


I  have  always  felt  an 
inclination  to  do  nothing. 
Samuel  Johnson 


It  is  often  the  things 
we  don't  do  that  are  most 
helpful  in  achieving  success. 
Frank  Tyger 


Simplicity  means  knowing 
what  can't  be  left  out. 
Paul  von  Ringelheim 


n 


In  these  days,  half  our 
diseases  come  from  the 
neglect  of  the  body  in  '$ 
the  overwork  of  the  brairT^ 
Edward  Bulwer-Lytton 


Without  work  all  life  goes  rotten. 
Albert  Camus 


A  Text . . . 

Forsake  not  the  works 
of  thine  own  hands. 
Psalm  138:8 


Sent  in  by  Andrew  B.  Smither,  Webster 
Groves,  Mo.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


Work  spares  us  from  three  great 
evils:  boredom,  vice  and  need. 
Voltaire 


Devote  six  years  to  your  work 
but  in  the  seventh  go  into 
solitude  or  among  strangers 
so  that  your  friends,  by 
remembering  what  you  were,  do 

prevent  you  from  being 
what  you  have  become. 
Leo  Szilard 


There  are  an  enormous  number 
of  managers  who  have 
retired  on  the  job. 
Peter  Drucker 


Try  to  overcome  the  thought 
that  you  are  indispensable. 
Persistence  in  leading  a 
strenuous  life,  after  passing 
middle  age,  more  often  than 
not  shortens  life.  So,  bring 
yourself  to  relaxing  your 
grip,  to  transferring  some 
of  your  burdens  to  younger 
shoulders.  Be  your  age.' 
Take  it  easy! 
B.C.  Forbes 


To  know  how  to  grow  old 
is  the  masterwork  of 
wisdom,  and  one  of  the 
most  difficult  chapters  in 
the  great  art  of  living. 
Henri  Frederic  Amiel 


To  me,  old  age  is  15  years 
older  than  I  am. 
Bernard  M. Baruch 


Between  25  and  35  you're 
too  young  to  do  anything  well; 
after  35  you're  too  old. 
Fritz  Kreisler 


Most  are  engaged  in  business 
the  greater  part  of  their  lives, 
because  the  soul  abhors  a  vacuum 
and  they  have  not  discovered 
any  continuous  employment  for 
man's  nobler  faculties. 
Henry  David  Thoreau 


Any  man  that  is  afraid  of  being 
supplanted  ought  to  be  supplanted. 
John  Wanamaker 


More  than  3.000  "Thoughts.''  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $11.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  appropriate  sales  tax  on 
New  York  State  orders. 


More  difficult  than  a  graceful 
entrance  is  a  graceful  exit. 
Arnold  Glasow 


The  most  important  thing 

I  ever  learned  about  management) 

is  that  the  work  must  be 

done  by  other  men. 

Alfred  P.  Sloan 


Few  people  do  business  well 
who  do  nothing  else. 
Lord  Chesterfield 


There  has  never  been  a  man 
in  our  history  who  has  led 
a  life  of  ease  whose  name 
is  worth  remembering. 
Theodore  Roosevelt 


To  relax  the  mind  is  to  lose  it. 
Musonius 


Every  man's  task 
is  a  life-preserver. 
George  B.  Emerson 


Age  does  not  depend  upon 
years,  but  upon  temperament 
and  health.  Some  men  are  born 
old,  and  some  never  grow  so. 
Tyron  Edwards 

So  live — decently,  fearlessly, 
joyously — and  don't  forget 
that  in  the  long  run  it  is  not 
the  years  in  your  life  but  the 
life  in  your  years  that  counts! 
Adlai  E.  Stevenson 


I  will  be  more  than  delighted 
.when  the  time  comes  that  I  can 
retire  to  a  cabin  somewhere 
and  take  it  easy  and  let  others 
worry  about  budgets  and  all 
the  other  things  that  are 
constantly  on  my  desk. 
Dwight  D.  Eisenhower 


The  gradually  declining 
years  are  among  the  sweetest 
in  a  man's  life. 
Seneca 
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IRISH  WHI Kill 

A  BLEND 
DISTILLED  IN  IREL 

LIMITED 

STREET  DISTI 
DUBLIN 


"Scotch  on  the  rocks  " 


If  you  like  fine  Scotch,  you'll  love 
light,  imported  Jameson  Irish. 

Try  a  glass  of  Jameson  Irish  the  way 
you  would  your  favorite  Scotch.  With 
water.  Soda.  On  the  rocks. 

You'll  notice  how  much  it  tastes  like 
fine  Scotch— only  lighter  and  more 


delicate. 

The  dedicated  Scotch  drinker 
will  instantly  appreciate  this  flavor 
difference. 

Though  it  may  take  a  little  time 
getting  used  to  saying,  "Jameson  Irish 
on  the  rocks,  please!' 


Jameson.  World's  largest -selling  Irish  Whiskey. 
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An  RCA  Solid  State  Laser  that 
VBR  w  fits  through  the  eye  of  a  needle 
can  transmit  500  million  bits  of  information 
per  second  through  a  thread  of  glass.  ^ 


The  entire  contents  of  a  24-volume  encyclopedia  in 
3  minutes.  2500  phone  conversations  or  20  TV 
programs  at  the  same  time.  Staggering  amounts 
of  information  -  all  made  to  pass  through  a  tiny  ■ 
thread  of  glass  by  a  solid  state  laser,  that 
radiates  light  from  an  area  one-hundredth  the 
size  of  the  period  at  the  end  of  this  sentence. 
The  laser,  developed  by  RCA  scientists, 
emits  a  narrow,  intense  beam  of  light 
that  can  be  eff  iciently  coupled  into  the  ■ 
microscopic  fibers  that  carry  the  information.  V 
Because  of  its  incredible  stability  and  small  ■ 
size,  RCA's  solid  state  "double  dovetail"  ■ 
laser  represents  a  significant  step  toward,  1 
faster,  smaller,  more  efficient  fiber-optic  ' 
communications  systems. 

This  Solid  State  Laser  is  a  product  of 
RCA  research -the  kind  of  dedicated 
research  that  has  been  a  tradition  at 
RCA  ever  since  Nipper  started  listening 
to  His  Master's  Voice.  Today  research 
and  development  of  electronic 
products  are  funded  at  the  highest 
level  in  our  company's  history.  Our 
commitment  is,  as  it  has  always 
been,  to  the  advancement  of 
technology- to  the  creation  of 
products  that  expand  the  human 
horizon,  whether  through  a  wave 
of  sound  or  a  thread  of  light. 
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